
SMT JUSTI CE T. RAJANI  

CRI MI NAL PETI TI ON No .5 1 7 7  o f  2 0 1 1  

ORDER:  

 

 This pet it ion is filed, seeking for quash of the proceedings in 

FI R.No.451 of 2011, dated 16.06.2011, registered by the Police 

Stat ion, Punjagut ta, for the offences under Sect ions 406 and 420 of 

the I ndian Penal Code, 1860 on the file of the XI V Addit ional Chief 

Met ropolitan Magist rate, Nam pally, Hyderabad. 

 

2. Heard the counsel for the pet it ioner, the counsel for the second 

respondent  and the learned Public Prosecutor, who takes not ice for the 

first  respondent . 

 

3. The counsel for the pet it ioners contends that  in another case, 

which is filed by som e other persons, who were allegedly cheated by 

the pet it ioners herein, which was registered as Cr.No.197 of 2005,  

this Court  by vir tue of orders dated 14.03.2007 in CRLP.No.4991 of 

2005 quashed the proceedings and hence, this pet it ion also needs to 

be allowed. 

 

4. A perusal of the said order, which is filed before this Court , 

would show that  the offences alleged therein are under Sect ion 420 

I PC and Sect ion 5 of the A.P. Protect ion of Depositors of Financial 

Establishm ents Act , 1999. But , in this case, in addit ion to Sect ion 420 

I PC, Sect ion 406 I PC is also added. 

 

5. The grievance of the defacto com plainant  is that  he has invested 

his superannuat ion term inal benefits and savings with the first  
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pet it ioner com pany in the share of m odel secure redeem able  

non-convert ible bonds, to m eet  his fam ily financial needs, from  the 

interest . The pet it ioners failed to pay along with interest  the said 

am ount , in spite of representat ions and in spite of the bonds being 

m atured and only a sum  of Rs.2 lakhs was paid. 

 

6.  So far as the pet it ioners in the other case are concerned, this 

Court  observed that  the corporat ion filed CP.No.83 of 2002 seeking 

approval of the schem e of arrangem ent  and the sam e was dism issed 

against  which OSA.No.69 of 2003 was filed and it  was allowed and the 

m at ter was rem it ted to the com pany Court  for fresh hearing.  

The Court  observed that  the Model Finance Corporat ion filed a pet it ion 

seeking approval of the schem e of arrangem ent  and stay was granted 

and when the m ater was carr ied in OSA.No.69 of 2003, init ially inter im  

stay was granted and it  was extended unt il further orders and from  

that  it  is clear that  the com pany has approached the com pany Court  

and subm it ted the schem e, which m eans that  it  is willing to repay the 

am ount  to the depositor. But  the defacto com plainant  herein states 

that  he was not  a m em ber in the said schem e and hence, the said 

reasoning cannot  form  a basis for quashing the proceedings against  

the pet it ioners in this case. 

 

7. The counsel for the pet it ioners takes this Court  through the 

order of this Court  in CA.No.531 of 2002 in CP.No.83 of 2002 by vir tue 

of which stay was granted by this Court , in view of the argum ent  that  

the acts of filing civil suits is going to effect  the im plem entat ion of the 

arrangem ent  of the schem e proposed by the com pany. The counsel 

further subm its that  all the creditors are included in the schem e and 
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hence the gr ievance of the com plainant  in this case would also be 

taken care of. But  the counsel for the defacto com plainant  refutes the 

said subm ission. 

 

8. The counsel for the pet it ioners is not  in a posit ion to support  her 

content ion that  the pet it ioner com pany herein is also included in the 

list  of creditors. But , however, no elem ent  of cheat ing can be m ade 

out , as the fact  rem ains that  a schem e of arrangem ent  for repaying 

the debts is m ade by the pet it ioner com pany, which would im ply that  

there was no intent ion to cheat  the com plainant , from  the incept ion of 

the t ransact ion. 

 

9. I n order to see whether the cr im e for the offence punishable 

under Sect ion 406 I PC can be sustained, Sect ion 405 I PC, which 

defines breach of t rust , can be looked into, which is as under:  

4 0 5 . Cr im in a l  Br each  o f  Tr u st .-  Whoever, being in any 

m anner ent rusted with property, or with any dom inion over 

property, dishonest ly m isappropriates or converts to his own 

use that  property, or dishonest ly uses or disposes of that  

property in violat ion of any direct ion of law prescribing the 

mode in which such t rust  is to be discharged, or of any legal 

cont ract , express or im plied, which he has m ade touching the 

discharge of such t rust , or wilfully suffers any other person so 

to do, com m its “cr im inal breach of t rust ” . 

 

10. There is no evidence or m aterial to show that  the m onies that  

were ent rusted to the pet it ioner com pany were m isappropriated or 

not . Hence, unt il it  is proved that  there was no m isappropriat ion,  

the m onies ent rusted to the pet it ioner com pany have to be assum ed 

as being m isappropriated, since there is failure of paym ent  to the 

defacto com plainant , as prom ised.  Hence so far as the offence under 
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Sect ion 406 I PC is concerned, this Court  opines that  it  is not  advisable 

to quash the proceedings.  

 

 The cr im inal pet it ion is part ly allowed by quashing the 

proceedings relat ing to the offence under Sect ion 420 I PC in 

FI R.No.451 of 2011, dated 16.06.2011, registered by the Police 

Stat ion, Punjagut ta, on the file of the XI V Addit ional Chief Met ropolitan 

Magist rate, Nam pally, Hyderabad, but  it  is dism issed so far as the 

offence under Sect ion 406 I PC is concerned. The inter im  stay, granted 

earlier in CRLPMP.No.5245 of 2011 in CRLP.No.5177 of 2011 dated 

29.06.2011, shall stand vacated. As a sequel, the m iscellaneous 

pet it ions, if any pending, shall stand closed. 

 

__________ 

T. RAJANI , J 
December 15, 2017 

DSK  


