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Opinion

ROGERS, C. J. This case raises the question of
whether the equitable doctrine of reverse piercing of
the corporate veil is a viable remedy in Connecticut.
The defendants, State Five Industrial Park, Inc. (State
Five), and Jean L. Farricielli (Jean), appeal1 from the
judgment of the trial court holding them liable, after
invoking both reverse and traditional veil piercing prin-
ciples, for a $3.8 million judgment rendered in 2001
(2001 judgment)2 against Jean’s husband, Joseph J. Far-
ricielli (Joseph), and five corporations that he owned
and/or controlled, in an environmental enforcement
action (1999 action) brought by the plaintiffs, the com-
missioner of environmental protection (commissioner),
the town of Hamden (town) and the town’s zoning
enforcement officer.3 See generally Rocque v. Farricie-
lli, 269 Conn. 187, 848 A.2d 1206 (2004). The defendants
claim that the trial court improperly employed reverse
veil piercing to hold them liable for the 2001 judgment
because that remedy should not be recognized at all in
Connecticut or, alternatively, that the trial court should
not have applied it given the facts of the present case.
We agree that the facts that were proven in this case
do not warrant reverse veil piercing and, accordingly,
reverse the judgment.4

The following facts, which the trial court found, and
procedural history are relevant to the appeal. On July
9, 1999, the commissioner initiated an action against
Joseph and the five corporations that he controlled and/
or owned—Hamden Salvage, Inc., Tire Salvage, Inc.,
North Haven Tire Disposal, Inc., Quinnipiak Real
Estate & Development Corporation and Hamden Sand &
Stone, Inc.—alleging egregious violations of state stat-
utes regulating solid waste disposal. Id., 191. ‘‘Specifi-
cally, the commissioner sought: an order from the trial
court enforcing the terms of the commissioner’s 1998
consent order with [Joseph] and his corporations,
which was designed to end ongoing statutory violations;
a temporary and permanent injunction requiring
[Joseph] and his corporations to cease their illegal activ-
ities; and an order requiring [Joseph] and his corpora-
tions to pay civil penalties for each day of each alleged
violation. . . . [T]he plaintiffs filed a joint amended
complaint seeking, in addition to all of the aforemen-
tioned remedies, enforcement of an existing cease and
desist order and the stipulated judgment in effect
between the town and [Joseph] and his corporations,
which was designed to end ongoing violations of various
zoning ordinances. A bench trial took place in Septem-
ber and October, 2000, and the trial court issued its
memorandum of decision on September 21, 2001, order-
ing all of the forms of relief sought by the plaintiffs.’’
Id., 191–92. Joseph appealed and, on June 1, 2004, this
court affirmed the trial court’s judgment.5 Id., 213.

The 2001 judgment required Joseph and his corpora-



tions to, inter alia, post bonds, fund the closure of two
illegal solid waste landfills and pay approximately $3.8
million in civil penalties to the commissioner and the
town. The judgment also required Joseph and his corpo-
rations to reimburse the commissioner for amounts
expended in addressing environmental conditions at
the landfills. Although the bonds have been posted, in
part, and substantial remediation work has been done
at the subject properties since the 2001 judgment, the
civil penalties largely have gone unpaid.

In 2005, the plaintiffs initiated the present action,
alleging that Jean and State Five should be held liable
for all of the obligations imposed upon Joseph and his
corporations pursuant to the 2001 judgment. Specifi-
cally, they alleged that reverse veil piercing should
apply to hold State Five liable for the 2001 judgment
against Joseph and that traditional veil piercing there-
after should apply to hold Jean liable for the resulting
judgment against State Five. As to each veil piercing
claim, the plaintiffs alleged that both the instrumentality
and identity rules had been satisfied.

A trial to the court was held in February and March,
2008. The trial court examined the activities of Joseph,
Jean and State Five prior and subsequent to the 2001
judgment and found the following facts. State Five,
under its present name and various others, has been in
existence since 1967.6 State Five’s most substantial
asset is a piece of land in Hamden known as parcel C.7

State Five primarily is engaged in leasing out portions
of parcel C to commercial tenants, for which it collects
rents. Parcel C also houses a cellular telephone tower,
for which State Five has received rental income. On
October 14, 1999, during the pendency of the 1999
action, the commissioner attempted to add State Five
as a defendant in that action, but its motion was denied.8

Over the years, Joseph has quitclaimed real property
to State Five, including parcel C in February, 1996. In
January, 2000, he caused Tire Salvage, Inc., to transfer
a strip of land to State Five so that parcel C would meet
the requisite regulatory requirements for construction
of the cellular telephone tower. Between 2001 and 2004,
Joseph wrote personal checks transferring funds to
State Five, and he provided a down payment for a
pickup truck for the company.

Joseph presently has no ownership interest in State
Five. All of the stock of State Five is owned by another
entity, Recycling Enterprises (Recycling). Eighty per-
cent of the stock of Recycling is owned by Jean, and
the remaining 20 percent is owned by the two sons of
Jean and Joseph, thereby giving the sons an indirect
ownership interest in State Five. The sons are not par-
ties to this action. This ownership structure originated
in the late 1980s, when Joseph transferred all of the
stock of State Five to Recycling, and has been in place
since then, except for a period between December,



2001, and August, 2004. During that period, Recycling
transferred ownership of all of State Five’s stock to a
friend of Jean and Joseph, William J. LaVelle.9 The trial
court found that Joseph had negotiated the transfer of
stock to LaVelle, that it was not an authentic sale10 and
that Joseph and Jean retained control over State Five
during the period of LaVelle’s ownership.

Joseph currently is not an officer or director of State
Five. Prior to February, 2001, he was president of State
Five, but on February 15, 2001, LaVelle assumed that
office. Jean is currently president and sole officer and
director of State Five. The sons have not been involved
in running either State Five or Recycling. According to
the trial court, the sons ‘‘had no real involvement with
[those companies]. They did not make any decisions
necessary to run the business and did not make any
suggestions that things be done any differently.’’

Prior to February, 2001, Joseph ran all aspects of
State Five. Thereafter, although he held no formal office
or position at State Five, he remained very involved in
its operations. During the period that LaVelle owned
State Five and was its president, LaVelle’s control over
State Five was restricted, and Joseph and Jean both
continued to participate in State Five’s affairs. Although
it was agreed that LaVelle would split profits that
accrued from the development of parcel C with Joseph
and Jean, LaVelle ran into roadblocks when pursuing
that development, and no significant progress was
made. Jean frequently was present at State Five’s offices
and dealt with its tenants. Joseph maintained an office
at State Five, sometimes received wages from the cor-
poration and continued to deal with its tenants. He
directed its bookkeeper and accountant as to how to
characterize transactions, and he wrote correspon-
dence on State Five’s behalf. Both Joseph and Jean
continued to write checks from State Five’s checking
account.

Subsequent to the 2001 judgment, State Five contin-
ued to earn rental income from its existing tenants, and
it gained several new tenants during LaVelle’s tenure.
While State Five previously had operated profitably as
a landlord and, between 1998 and 2000, was not liable
on any notes to lending institutions, it began, starting
in 2001, to take on substantial debt by assuming obliga-
tions of Hamden Sand & Stone, Inc., without also acquir-
ing that corporation’s assets. The corporate debt that
State Five assumed had been personally guaranteed by
Jean and Joseph. Between 2001 and 2006, State Five’s
financial condition worsened, it became thinly capital-
ized and most of its debt did not relate to its business
as a landlord.

To keep State Five viable, Jean contributed her own
funds, as well as those borrowed from her mother, to
finance State Five. Additionally, she borrowed against
her own property, and property she owned jointly with



Joseph, and put the proceeds into State Five. State Five
also opened a line of credit with Citizens Bank, which
was secured with Jean’s personal assets.

Despite its poor financial condition, State Five paid
‘‘thousands of dollars’’ worth of personal expenses for
Jean and Joseph, consisting mostly of joint obligations,
but also including individual expenses such as Joseph’s
legal expenses. State Five’s accounting treatment of
these personal expenses was improper and inconsis-
tent, and it lacked appropriate documentation.
Although Joseph and Jean have caused State Five to
make payments to themselves or loans to family mem-
bers, they have not caused State Five to make any
payments due under the 2001 judgment.

After comprehensively surveying Connecticut’s juris-
prudence addressing traditional veil piercing claims, as
well as Litchfield Asset Management Corp. v. Howell,
70 Conn. App. 133, 799 A.2d 298, cert. denied, 261 Conn.
911, 806 A.2d 49 (2002), which is the only Connecticut
appellate decision explicitly approving a reverse veil
piercing claim, the trial court applied the legal standards
set forth in those cases, namely, the identity and instru-
mentality rules,11 to hold State Five liable for the entire
2001 judgment against Joseph. The court thereafter
applied the same rules and held Jean liable for the
resulting judgment against State Five.

The trial court considered, but rejected, the defen-
dants’ argument that reverse veil piercing should not
apply because the plaintiffs had adequate remedies at
law that they had not pursued, including, inter alia,
filing a fraudulent transfer action. The court concluded,
however, that reverse veil piercing nevertheless was
warranted because the parties, following the 2001 judg-
ment, ‘‘were occupied with the appeal and remediation
efforts,’’ and because Jean and Joseph made unspeci-
fied misrepresentations in postjudgment interrogato-
ries,12 ‘‘attempted to use State Five to hide assets’’ and
used State Five ‘‘funds to pay thousands of dollars in
personal expenses, complicating any normal collection
efforts.’’ This appeal followed.

The defendants claim that the trial court improperly
held State Five liable for the 2001 judgment against
Joseph because this court has never recognized reverse
veil piercing and argue that, for various policy reasons,
it should not be adopted as a viable legal theory in
Connecticut under any circumstances. Consequently,
they request that Litchfield Asset Management Corp.
v. Howell, supra, 70 Conn. App. 133, a case in which
the Appellate Court applied reverse veil piercing to hold
a corporate defendant liable for a stockholder’s debt,
be overruled. Alternatively, the defendants argue that
reverse veil piercing is not proper on the facts of the
present case. Because we agree that the facts proven
here do not support the application of reverse veil pierc-
ing as that doctrine has been applied in other jurisdic-



tions, we need not answer the question of whether the
doctrine should be disallowed in Connecticut under any
and all circumstances.13

We begin with the applicable standard of review.
‘‘Whether the circumstances of a particular case justify
the piercing of the corporate veil presents a question
of fact.’’ (Internal quotation marks omitted.) Naples v.
Keystone Building & Development Corp., 295 Conn.
214, 234, 990 A.2d 326 (2010). Accordingly, we defer to
the trial court’s decision to pierce the corporate veil,
as well as any subsidiary factual findings, unless they
are clearly erroneous. Id. ‘‘A court’s determination is
clearly erroneous only in cases in which the record
contains no evidence to support it, or in cases in which
there is evidence, but the reviewing court is left with
the definite and firm conviction that a mistake has been
made.’’ (Internal quotation marks omitted.) Levine v.
Sterling, 300 Conn. 521, 535, 16 A.3d 664 (2011).

‘‘Generally, a corporation is a distinct legal entity and
the stockholders are not personally liable for the acts
and obligations of the corporation’’; Saphir v. Neustadt,
177 Conn. 191, 209, 413 A.2d 843 (1979); or vice versa.
‘‘Courts will, however, disregard the fiction of a sepa-
rate legal entity to pierce the shield of immunity
afforded by the corporate structure in a situation in
which the corporate entity has been so controlled and
dominated that justice requires liability to be imposed
on the real actor.’’ Id.

In a traditional veil piercing case, a litigant ‘‘requests
that a court disregard the existence of a corporate entity
so that the litigant can reach the assets of a corporate
insider, usually a majority shareholder. In a reverse
piercing action, however, the claimant seeks to reach
the assets of a corporation or some other business entity
. . . to satisfy claims or a judgment obtained against
a corporate insider.’’ C.F. Trust, Inc. v. First Flight,
L.P., 266 Va. 3, 10, 580 S.E.2d 806 (2003); see also In
re Blatstein, 192 F.3d 88, 100 (3d Cir. 1999); Postal
Instant Press, Inc. v. Kaswa Corp., 162 Cal. App. 4th
1510, 1513, 77 Cal. Rptr. 3d 96 (2008), cert. denied, 2008
Cal. LEXIS 10671 (August 27, 2008); annot., 2 A.L.R.6th
195, § 2 (2005). In either circumstance, veil piercing is
not lightly imposed. ‘‘[C]orporate veils exist for a reason
and should be pierced only reluctantly and cautiously.
The law permits the incorporation of businesses for
the very purpose of isolating liabilities among separate
entities.’’ Cascade Energy & Metals Corp. v. Banks, 896
F.2d 1557, 1576 (10th Cir.), cert. denied sub nom. Weston
v. Banks, 498 U.S. 849, 111 S. Ct. 138, 112 L. Ed. 2d 105
(1990). Accordingly, ‘‘the corporate veil is pierced only
under exceptional circumstances, for example, where
the corporation is a mere shell, serving no legitimate
purpose, and used primarily as an intermediary to per-
petuate fraud or promote injustice.’’ (Internal quotation
marks omitted.) Angelo Tomasso, Inc. v. Armor Con-



struction & Paving, Inc., 187 Conn. 544, 557, 447 A.2d
406 (1982).

Although some courts have adopted reverse veil
piercing with little distinction as a logical corollary of
traditional veil piercing, because the two share the same
equitable goals, others wisely have recognized
important differences between them and have either
limited, or disallowed entirely, reverse veil piercing.
See G.S. Crespi, ‘‘The Reverse Pierce Doctrine: Applying
Appropriate Standards,’’ 16 J. Corp. L. 33, 37 (1990)
(‘‘reverse pierce claims implicate different policies and
require a different analytical framework from the more
routine corporate creditor veil-piercing attempts’’).
Three specific concerns have been identified. ‘‘First,
reverse piercing bypasses normal judgment-collection
procedures, whereby judgment creditors [of an individ-
ual judgment debtor] attach the judgment debtor’s
shares in the corporation and not the corporation’s
assets.’’ (Internal quotation marks omitted.) Postal
Instant Press, Inc. v. Kaswa Corp., supra, 162 Cal. App.
4th 1520. When corporate assets are attached directly
for the benefit of the creditors of an individual, it preju-
dices rightful creditors of the corporation, who relied
on the entity’s separate corporate existence when
extending it credit and ‘‘underst[ood] their loans to be
secured—expressly or otherwise—by corporate
assets.’’ Floyd v. Internal Revenue Service, 151 F.3d
1295, 1299 (10th Cir. 1998).

Second, if a ‘‘corporation has other non-culpable
shareholders, they [too] obviously will be prejudiced if
the corporation’s assets can be attached directly. In
contrast, in ordinary piercing cases, only the assets
of the particular shareholder [or other insider] who is
determined to be the corporation’s alter ego are subject
to the attachment.’’ (Internal quotation marks omitted.)
Postal Instant Press, Inc. v. Kaswa Corp., supra, 162
Cal. App. 4th 1520. Thus, ‘‘[a] key factor in any outsider
reverse piercing controversy is the presence of corpo-
rate shareholders other than the insider against whom
the outsider is asserting the primary claim. If other
shareholders do exist, allowance of a reverse pierce
would prejudice those shareholders by allowing the
outsider to attach assets in which they have an interest.’’
G.S. Crespi, supra, 16 J. Corp. L. 65.14

Finally, because corporate veil piercing is an equita-
ble remedy, it should be granted only in the absence
of adequate remedies at law. See Naples v. Keystone
Building & Development Corp., supra, 295 Conn. 233;
see also Floyd v. Internal Revenue Service, supra, 151
F.3d 1300; 1 W. Fletcher, Cyclopedia of the Law of
Private Corporations (1999) § 41.25, p. 604; annot., 2
A.L.R.6th, supra, § 3, p. 195. In the case of a traditional
veil pierce, ‘‘[w]hen a judgment debtor is a corporation,
the judgment creditor cannot reach the assets of the
individual shareholders due to limitations on liability



imposed by corporate law’’; Postal Instant Press, Inc.
v. Kaswa Corp., supra, 162 Cal. App. 4th 1522; thereby
justifying the invocation of equity. Conversely, when
the judgment debtor is a shareholder or other insider,
many legal remedies potentially are available to reach
corporate assets that rightfully should be available for
collection, including the attachment of the debtor’s
shares in the corporation, if he or she is a shareholder,
garnishment of his or her pay from the corporation, if
he or she is an employee, challenging of his or her
transfers of assets to the corporation as fraudulent con-
veyances or illegal conversion, or attribution of individ-
ual conduct to the corporation under theories of agency
or respondeat superior. See id., 1520; Floyd v. Internal
Revenue Service, supra, 1300. If pursued, these reme-
dies may ‘‘[obviate] the need for the more drastic rem-
edy of corporate disregard.’’ Floyd v. Internal Revenue
Service, supra, 1300; see, e.g., Owens & Sons, Inc. v.
Guastella East, Inc., 354 So. 2d 571, 572 (La. App. 1977)
(finding reverse pierce ‘‘an unnecessary and therefore
unavailable remedy’’ where judgment creditor could
execute on debtors’ shares).

When the preceding concerns are implicated, courts
have declined to impose reverse veil piercing. To sum-
marize, ‘‘a court considering reverse veil piercing must
weigh the impact of such action upon innocent invest-
ors . . . . A court considering reverse veil piercing
must also consider the impact of such an act upon
innocent secured and unsecured creditors. The court
must also consider the availability of other remedies
the creditor may pursue.’’ C.F. Trust, Inc. v. First
Flight, L.P., supra, 266 Va. 12–13.

We conclude that in the present matter, the trial court
should not have applied reverse veil piercing, regardless
of whether it is a viable theory in Connecticut. Certain
of the trial court’s subsidiary factual findings lacked
evidentiary support and, therefore, were clearly errone-
ous. Those findings related to crucial factors that neces-
sarily render reverse veil piercing inequitable.
Additionally, after reviewing the trial court’s application
of the identity and instrumentality rules, although we
conclude that the court’s findings have some basis in
the evidence, we nevertheless are left with the definite
and firm conviction that a mistake has been made.

First, the plaintiffs failed to demonstrate15 that the
sons, indirect owners of a 20 percent interest in State
Five, were participants in any wrongdoing in relation
to State Five’s affairs. Moreover, there was no evidence
indicating that their ownership interests in State Five
somehow were illusory. The sons were not made parties
to the present action; see Estate of Daily v. Title Guar-
anty Escrow Service, 178 B.R. 837, 844 (D. Hawaii 1995)
(refusing to allow reverse piercing claim when debtor’s
children, to whom debtor allegedly had transferred cor-
porate stock for no consideration, could not be made



parties to action and therefore could not defend their
legal interests), aff’d, 81 F.3d 167 (9th Cir. 1996); nor
were they called to testify about their knowledge or
activities regarding State Five. No testimony or other
evidence was presented that tended to show that the
sons were aware of, and acquiesced in, any of the con-
duct that the trial court found objectionable. Neverthe-
less, according to the trial court, because the evidence
showed that the sons ‘‘had no real involvement in’’ State
Five and ‘‘did not make any decisions necessary to run
the business and did not make any suggestions that
things be done any differently,’’ it ‘‘did not support a
finding that the . . . sons were innocent shareholders’’
whose interests required protection. We do not agree.

Evidence of the sons’ lack of involvement in running
State Five, making necessary business decisions or sug-
gesting any changes simply does not support the trial
court’s finding, implicit in the previous statement, that
they were complicit in Joseph’s activities, which the
court relied on to justify a reverse veil pierce. Accord-
ingly, that important finding is clearly erroneous. Rea-
sonably, the circumstances cited by the court suggest
only that the sons were passive minority owners of
State Five, and nothing more. Compare Sweeney, Cohn,
Stahl & Vaccaro v. Kane, 6 App. Div. 3d 72, 78–79, 773
N.Y.2d 420 (2004) (permitting reverse veil pierce where
judgment debtor’s husband, co-owner of corporation,
‘‘certainly acted in concert with the judgment debtor,’’
‘‘was a driving force behind the scheme to avoid [her]
creditors’’ and, although party to case, never claimed
otherwise), appeal dismissed, 3 N.Y.3d 751, 821 N.E.2d
965, 788 N.Y.S.2d 661 (2004). Because the plaintiffs did
not establish that the sons were not innocent sharehold-
ers, it was improper for the trial court to apply reverse
veil piercing without regard to whether their interests
would be impacted. Compare LFC Marketing Group,
Inc. v. Loomis, 116 Nev. 896, 905–906, 8 P.3d 841 (2000)
(upholding reverse pierce where trial court had made
specific finding that innocent shareholder would not
be harmed by attachment of commissions wrongfully
diverted to corporation); Standage v. Standage, 147
Ariz. 473, 476, 711 P.2d 612 (App. 1985) (upholding
reverse pierce in dissolution action where husband and
wife owned entire corporation and no harm to innocent
shareholders would result).

Second, the plaintiffs did not demonstrate that non-
party creditors of State Five would not be harmed by
making all of the corporation’s assets available to satisfy
the 2001 judgment by way of a reverse veil pierce. Testi-
mony and printed statements in evidence at trial indi-
cated that State Five had a line of credit of
approximately $200,000 with Citizens Bank that it had
actively accessed, at times carrying balances that were
close to the limit. The trial court in its memorandum
of decision did not address this circumstance but subse-
quently, in response to the defendants’ motion for artic-



ulation, pointed to its factual finding that the line of
credit was secured with Jean’s personal assets, not
State Five property. The court further noted that a 2007
accounting ledger of State Five indicated that, earlier
in the year, the line of credit had been paid off.

To the extent that the court’s observations constitute
a finding that no third party corporate creditors would
be harmed by reverse veil piercing, that finding is clearly
erroneous. It is of no consequence that State Five’s line
of credit is not secured by corporate assets; a lender
in this context extends credit in reasonable reliance on
the existence of both a viable borrower in possession
of assets and the additional security provided by a
secondary obliger. See Floyd v. Internal Revenue Ser-
vice, supra, 151 F.3d 1299 (corporate creditors rely on
entity’s separate existence when extending it credit and
‘‘understand their loans to be secured—expressly or
otherwise—by corporate assets’’ [emphasis added]); In
re Phillips, 139 P.3d 639, 646 (Colo. 2006) (‘‘secured
and unsecured creditors of the corporation have a cog-
nizable legal interest in corporate assets, upon which
they relied in lending money and selling goods and
services to the corporation’’ [emphasis added]). Permit-
ting direct attachment of corporate assets to satisfy an
individual insider’s debt undermines corporate viability,
reasonably relied upon by creditors, with no forewarn-
ing. Additionally, even if a brief entry in State Five’s
records, which the trial court considered to be deficient
in many respects, suffices to establish that the line of
credit was repaid in early 2007, it is silent as to the
outstanding balance, if any, on that line of credit in
January, 2009, when the trial court issued its memoran-
dum of decision applying reverse veil piercing. In sum,
the court did not, before applying reverse veil piercing,
adequately ensure that third party creditors did not
exist or, if they did, that they would not be prejudiced
by the judgment. See, e.g., Standage v. Standage, supra,
147 Ariz. 476–77 (before applying reverse veil piercing,
trial court made specific provision for corporate liabili-
ties, including not only tax deficiencies, maintenance
costs and potential expenses connected with rental
property owned by corporation, but also for unknown
liabilities that could arise).

Aside from the foregoing problems, our review of
the trial court’s application of the rules governing veil
piercing convinces us that the court improperly con-
cluded that the equitable remedy was warranted in this
case.16 Pursuant to the instrumentality rule, to justify
any veil pierce, it is not enough for the plaintiff merely
to prove that the insider debtor exercised complete
control over the subject corporation. It further must be
shown that the debtor used that control ‘‘to commit
fraud or wrong, to perpetrate the violation of a statutory
or other positive legal duty, or a dishonest or unjust
act in contravention of [the plaintiffs’] legal rights; and
. . . that the aforesaid control and breach of duty . . .



proximately cause[d] the injury or unjust loss com-
plained of.’’ (Emphasis in original; internal quotation
marks omitted.) Angelo Tomasso, Inc. v. Armor Con-
struction & Paving, Inc., supra, 187 Conn. 553.

Applying that standard to the present case, the trial
court reasoned that Joseph exercised his control over
State Five17 wrongfully or unjustly and contrary to the
plaintiffs’ rights by: negotiating the transfer of State
Five to LaVelle; transferring financial resources to State
Five; comingling personal funds with corporate funds;
diverting State Five assets for personal use; and paying
personal expenses as well as the property taxes of one
of his corporations, while not satisfying the 2001 judg-
ment. According to the court, ‘‘Joseph . . . committed
an unjust act by using [State Five] to evade satisfying
the 2001 judgment.’’

As to proximate causation, the trial court found that
‘‘Joseph . . . and [his corporations] have not complied
with the 2001 judgment; specifically, they have not
funded the closure of the [properties involved in the
1999 action], nor have they paid the assessed penalties.
Joseph[’s] . . . direct or indirect control or influence
over State Five was used to avoid funding the obliga-
tions under the 2001 judgment, including the obligation
to pay the civil penalties assessed. Joseph . . . was
responsible for transferring assets and funds out of
the 2001 judgment [corporations], thereby depriving the
plaintiffs of means to collect the 2001 judgment. Joseph
. . . commingled his personal funds with [State Five]
to evade the 2001 judgment.

‘‘The plaintiffs attempted property executions, but
they have not been able to satisfy the 2001 judgment.
They have been deprived of the means of collecting
the 2001 judgment. The actions of Joseph . . . were
a substantial factor in the failure to satisfy the 2001
judgment and were the proximate cause of the plaintiffs’
loss. As a result, Joseph . . . and [his corporations]
have not funded the obligations under the [2001] judg-
ment and have not paid the civil penalties.’’

The chief problem with this analysis is that it fails
to establish with specificity the necessary connection
between Joseph’s improper actions vis--vis State Five
and the plaintiffs’ inability to collect on the 2001 judg-
ment. In short, to justify imposing the entire obligation
of the 2001 judgment on State Five, the plaintiffs needed
to show that Joseph exercised his control over State
Five to divert or secrete assets that otherwise would
have been available to satisfy that judgment, namely,
assets that belonged to him personally or to his corpora-
tions, and, further, that these maneuvers were the prox-
imate cause of the plaintiffs’ inability to collect $3.8
million that it otherwise would have been able to
recover. Although there was evidence that Joseph, in
the years following the 2001 judgment, transferred some
assets from himself and his corporations to State Five,



the trial court did not calculate the value of those trans-
fers, and the evidence presented would not support a
finding that their value came anywhere near to the
amount for which the court ultimately held State Five
liable.18 Additionally, although Joseph transferred par-
cel C to State Five for no consideration, he did so in
1996, more than three years before the institution of
the 1999 action and more than five years prior to the
2001 judgment that imposed the fines at issue. Given
that circumstance, it cannot be argued that the transfer
was contrary to the plaintiffs’ legal rights and proxi-
mately caused their inability to collect on their
judgment.19

Finally, to the extent that Joseph caused State Five
to use its own assets, or those transferred to State
Five by its majority owner, Jean, to pay his personal
expenses and the tax bill of one of his corporations,
his actions did not offend the plaintiffs’ collection rights
nor cause them any detriment. Because neither Jean
nor State Five were defendants in the 1999 action, and
because Joseph has had no ownership interest in State
Five since the late 1980s, the assets of Jean and State
Five were not subject to the 2001 judgment. Accord-
ingly, use of those assets to pay Joseph’s personal
expenses, although certainly offensive to State Five’s
interests, was not contrary to the plaintiffs’ rights and
was not the proximate cause of their inability to collect
the judgment against Joseph.20 If anything, payment of
a judgment debtor’s expenses by nonliable third parties
enhances a creditor’s ability to collect from the judg-
ment debtor, in this case Joseph. See, e.g., In re
Blatstein, supra, 192 F.3d 99–100 (upholding district
court’s refusal to reverse pierce veil where, inter alia,
corporation’s payments of insider’s expenses ‘‘actually
benefitted his creditors’’); Lifshutz v. Lifshutz, 61
S.W.3d 511, 518 (Tex. App. 2001) (reverse veil pierce
was inappropriate in dissolution action where husband
controlled corporations and used their funds to pay his
personal expenses, because those payments ‘‘actually
enhanced the [marital] community [property] at the
expense of the corporations’’).21

Understandably, the trial court was troubled by the
fact that State Five, owned by Joseph’s family members,
had assets that benefited Joseph while the obligations
imposed by the 2001 judgment remained outstanding. It
is not enough, however, simply to show that a judgment
remains unsatisfied; indeed, most veil piercing claims
are initiated due to unpaid debts. Sea-Land Services,
Inc. v. Pepper Source, 941 F.2d 519, 522–23 (7th Cir.
1991); see also 18 Am. Jur. 2d 696, Corporations § 47 (2d
Ed. 2004) (‘‘[a] corporate entity may not be disregarded
simply because it stands as a bar to a litigant’s recovery
of property’’). There must be some wrong beyond the
creditor’s inability to collect, which is contrary to the
creditor’s rights, and that wrong must have proximately
caused the inability to collect. See Angelo Tomasso,



Inc. v. Armor Construction & Paving, Inc., supra, 187
Conn. 558. Simply put, the segregation of assets within
State Five and the control of Joseph and Jean over
the family owned corporation, standing alone, cannot
constitute the basis for veil piercing. See Cascade
Energy & Metals Corp. v. Banks, supra, 896 F.2d 1578
(‘‘the ‘injustice’ or ‘inequity’ on which a piercing claim
is based cannot stem from the mere existence of limited
liability, which is a legitimate characteristic of the cor-
porate form’’).

To summarize, the trial court’s application of the
equitable remedy of reverse veil piercing was based in
part on unsupported factual findings, and additionally,
the court employed improper reasoning when analyzing
other facts such that we are left with the definite and
firm conviction that a mistake has been made. Accord-
ingly, the trial court’s determination that reverse veil
piercing was warranted must be set aside as clearly
erroneous, and judgment on the plaintiffs’ veil piercing
claims should be rendered in favor of the defendants.

The judgment is reversed and the case is remanded
with direction to render judgment for the defendants.

In this opinion NORCOTT, PALMER, McLACHLAN
and EVELEIGH, Js., concurred.

1 The defendants appealed from the judgment of the trial court to the
Appellate Court, and we transferred the appeal to this court pursuant to
General Statutes § 51-199 (c) and Practice Book § 65-2.

2 At the time of trial, the amount outstanding on the 2001 judgment had
grown to $4,164,317, and the trial court held the defendants liable for that
amount. The court also imposed prejudgment interest of 10 percent, calcu-
lated from September 21, 2001, and directed that prohibitory injunctions
and orders to reimburse the commissioner for certain remediation costs,
which were issued in the 1999 action against Joseph and his corporations,
also be binding on the defendants in the present action.

3 We refer to the town, its zoning enforcement officer and the commis-
sioner collectively as the plaintiffs, and note that they were the plaintiffs
in Rocque v. Farricielli, 269 Conn. 187, 848 A.2d 1206 (2004), as well.

4 After imputing liability for the 2001 judgment through Joseph to State
Five, by employing reverse veil piercing, the trial court applied traditional
veil piercing principles to impose the resulting liability of State Five on
Jean, who owns a controlling interest in State Five. In addition to arguing
that the trial court improperly applied reverse veil piercing, Jean claims
that the trial court improperly: (1) applied ‘‘successive,’’ or ‘‘triangular,’’ veil
piercing to then hold her liable for the judgment against State Five; and (2)
applied traditional veil piercing to hold her liable for the judgment against
State Five, because the element of proximate causation was not proven.
Furthermore, both defendants claim that the trial court improperly ordered
additional unauthorized relief, namely, prejudgment interest and the exten-
sion of the injunctive relief and orders from the 2001 judgment to the
defendants in the present matter. See footnote 2 of this opinion. Our conclu-
sion that the trial court improperly applied reverse veil piercing renders
moot all of the defendants’ remaining claims. Specifically, without first
imputing Joseph’s liability for the 2001 judgment to State Five, there is no
liability thereafter to transfer from State Five to Jean. Additionally, all of
the other relief ordered by the trial court was dependent on its conclusion
that the defendants were liable for the 2001 judgment.

5 In Rocque, the five corporations were defaulted by the trial court for
their failure to appear, and they did not appeal from the judgment rendered
against them. At the time of the appeal, all of those corporations were
‘‘defunct.’’ Rocque v. Farricielli, supra, 269 Conn. 190 n.1.

6 Although the corporation known as State Five was known by another
name during earlier time periods, we refer to that entity as State Five
throughout this opinion.



7 Illegal dumping activities on properties other than parcel C were the
main focus of the 1999 action.

8 The basis of the commissioner’s motion to add State Five as a party to
the 1999 action was that access over parcel C was necessary to reach the
properties involved in the 1999 action. There were no allegations that State
Five was involved in the activities that were the subject of that action.

9 LaVelle wanted to develop parcel C further as an industrial park. He
wished to create distance between State Five and Joseph due to the latter’s
legal troubles with the state and the town.

10 Although LaVelle executed an installment sale agreement and a $2.5
million promissory note in conjunction with the stock transfer, he never
made any payments on the note.

11 ‘‘The instrumentality rule requires, in any case but an express agency,
proof of three elements: (1) [c]ontrol, not mere majority or complete stock
control, but complete domination, not only of finances but of policy and
business practice in respect to the transaction attacked so that the corporate
entity as to this transaction had at the time no separate mind, will or
existence of its own; (2) that such control must have been used by the
defendant to commit fraud or wrong, to perpetrate the violation of a statutory
or other positive legal duty, or a dishonest or unjust act in contravention
of [the] plaintiff’s legal rights; and (3) that the aforesaid control and breach
of duty must proximately cause the injury or unjust loss complained of. . . .

‘‘The identity rule has been stated as follows: If [the] plaintiff can show
that there was such a unity of interest and ownership that the independence
of the corporations had in effect ceased or had never begun, an adherence
to the fiction of separate identity would serve only to defeat justice and
equity by permitting the economic entity to escape liability arising out of
an operation conducted by one corporation for the benefit of the whole
enterprise.’’ (Internal quotation marks omitted.) Naples v. Keystone Build-
ing & Development Corp., 295 Conn. 214, 232, 990 A.2d 326 (2010).

12 In a subsequent articulation, the trial court elaborated: ‘‘Contrary to the
evidence at trial, the postjudgment interrogatories responses stated that
Joseph . . . was not employed by State Five and that State Five was holding
no assets of his. Based on these responses, the plaintiffs, rightfully, did not
seek any garnishment.’’

13 We express no opinion on the continued viability of Litchfield Asset
Management Corp. v. Howell, supra, 70 Conn. App. 133, other than to note
that the factual scenario presented by that case differs substantially from
the factual scenario in the present appeal. The circumstances relevant to a
veil piercing analysis ‘‘necessarily vary according to the facts of the particular
case. Therefore, each case in which the issue is raised should be regarded
as sui generis, to be decided in accordance with its own underlying facts.’’
(Internal quotation marks omitted.) Angelo Tomasso, Inc. v. Armor Con-
struction & Paving, Inc., 187 Conn. 544, 556 n.7, 447 A.2d 406 (1982).

As evidenced by our discussion in this opinion and our particular criticisms
of the trial court’s analysis, we share the concerns expressed by the concur-
ring justice with regard to the potential unfair effects of applying the reverse
veil piercing doctrine. We are not convinced, however, that those concerns
cannot be addressed adequately, in the appropriate case, by recognition of
the doctrine only when it is proven that it achieves its equitable purpose
without harming third parties. Because this so clearly is not such a case,
and we are reluctant to presume that there is no possible factual scenario
in which reverse veil piercing would be appropriate, we decline to hold that
this doctrine is not viable under any circumstance at this juncture.

14 ‘‘Judicial recognition of corporations as separate legal entities is well
established and plays an important role in encouraging investment by lim-
iting investor risk exposure.’’ G.S. Crespi, supra, 16 J. Corp. L. 34. If courts
permit reverse veil piercing without regard to whether nonculpable share-
holders will be impacted, ‘‘the general expectations of investors that their
corporations will be free from liability for claims against corporate insiders
may be impaired. This impairment of investor expectation ultimately could
reduce the usefulness of the corporate form as a vehicle for raising and
deploying capital . . . .’’ Id., 64.

15 In veil piercing cases, it is the burden of the party seeking to disregard
the corporate form that there is a basis for doing so. See 1 W. Fletcher,
supra, § 41.28, pp. 610–11.

16 We believe that the defendants’ argument with respect to the trial court’s
application of traditional veil piercing from State Five to Jean applies simi-
larly to the court’s application of reverse veil piercing from Joseph to
State Five.



17 We do not take issue with the trial court’s finding that Joseph exercised
control over State Five.

18 In a seventy-one page memorandum of decision, the trial court’s only
specific finding regarding a transfer of assets from Joseph and his corpora-
tions to State Five was that, in or around 2000, some topsoil, which later
was sold for $20,000, was transferred from Hamden Sand & Stone, Inc., to
State Five. More frequently, the court found that the corporations transferred
their liabilities to State Five. With regard to a $150,000 debt of Hamden
Sand & Stone, Inc., the trial court observed that State Five’s ‘‘records show
that equipment associated with [the] debt never came into the business,
nor were the proceeds of any sale of assets reflected in the books.’’

The trial court found that Joseph ‘‘wrote personal checks to State Five,’’
but did not indicate the amounts of those checks. Checks in evidence,
written from Joseph to State Five following the 2001 judgment, total $59,500.
An additional check from Quinnipiak Real Estate & Development Corpora-
tion to State Five, endorsed by Joseph and dated May 28, 2002, is for $7500.
The trial court also found that Joseph ‘‘wrote a check on the Discover Card
[of Jean and Joseph] for a down payment on a . . . pickup truck for State
Five,’’ but does not specify the amount. A memorandum in evidence indicates
that the down payment was $4784.49.

In a July, 2009 articulation responding to the defendants’ claim that the
plaintiffs had failed to pursue other opportunities for collecting the 2001
judgment, the trial court suggested that $250,000 generated from remediation
activities at one of the properties at issue in the 1999 action improperly had
been recorded in State Five’s books. Assuming that to be the case, the total
of all transfers of assets during the relevant period is approximately $342,000,
which is less than 10 percent of the judgment for which the trial court
ultimately found State Five liable. Because transfers to State Five totaling
only $342,000 could not be the proximate cause of the plaintiffs’ failure to
collect a judgment that had grown to exceed $4 million, application of a
reverse veil pierce to make all of State Five’s assets available for collection
was not equitable.

19 Similarly, Joseph’s transfer of the strip of land from Tire Salvage, Inc.,
to State Five for construction of the cellular telephone tower occurred in
2000, subsequent to the institution of the 1999 action but prior to the 2001
judgment. If the plaintiffs could show that the two real estate transfers,
despite their timing, were improper maneuvers to avoid payment on a pre-
existing claim, their remedy was to pursue a fraudulent transfer action under
the Uniform Fraudulent Transfer Act, General Statutes § 52-552 et seq.,
which they did not do. Deeds in evidence showed that the transfers were
timely recorded in the land records and, therefore, were a matter of public
knowledge. Unlike the trial court, we are not convinced that the plaintiffs’
preoccupation with other aspects of this litigation excused this lapse. The
foregoing is illustrative of a criticism of reverse veil piercing previously
discussed, namely, that it permits a bypass of adequate legal remedies. In
this instance, application of the statutory provisions governing fraudulent
transfer would have established whether the land transfers, given their
timing, were wrongful to the plaintiffs and, if so, would have limited the
plaintiffs’ recovery to the amount of harm caused.

20 For the same reason, the temporary transfer of State Five’s stock to
LaVelle did not harm the plaintiffs. Because Joseph did not own that stock,
the plaintiffs could not have attached it to satisfy the 2001 judgment. Its
transfer to LaVelle was, therefore, of no consequence, even if Joseph negoti-
ated that transfer.

21 In addition to finding reverse veil piercing justified under the instrumen-
tality rule, the trial court found it applicable pursuant to the identity rule.
That rule requires, in addition to a unity of interest between an insider and
his corporation(s), that permitting a corporate defendant to ‘‘escape liability
arising out of an operation conducted by one corporation for the benefit
of the whole enterprise’’ through adherence to the concept of its separate
existence ‘‘would serve only to defeat justice and equity . . . .’’ (Internal
quotation marks omitted.) Angelo Tomasso, Inc. v. Armor Construction &
Paving, Inc., supra, 187 Conn. 554. Similar to the instrumentality rule, the
identity rule is not satisfied in the present case insofar as it is neither unjust
nor inequitable to permit State Five to avoid liability for the multimillion
dollar judgment against Joseph and his other corporations when it has
received little in the way of assets from those parties and much in the way
of liabilities and, further, has been caused to pay other expenses of Joseph
for which it is not legally obligated. Again, State Five was not a defendant
in the 1999 action, and parcel C was not the focus of the 2001 judgment.




