
THE HON’ BLE SRI JUSTICE M.SEETHARAMA MURTI 

WRIT PETITION No.917 of 2007  

ORDER: 

 

This writ  pet it ion, under Art icle 226 of the Const itut ion of India, 

by the pet it ioner is f iled impugning the let ter, dated 17.11.2006, vide 

let ter No.SAO/ O/ ELR/ HT/ D.No.237/ 2006 received by the pet it ioner on 

18.11.2006, demanding the pet it ioner to pay an amount  of 

Rs.13,41,949/ - towards arrears of elect ricity consumpt ion charges due 

and payable by M/ s A.P Bagasse Products Limited as illegal and void and 

to consequent ly direct  the respondent  to drop all further proceedings 

pursuant  to the said not ice/ let ter.  

2. I have heard the submissions of Sri G. Uday Bhaskar ,  learned 

counsel for the writ  pet it ioner, and of Sri M. Ravindra, learned Standing 

Counsel appearing for the respondent .  I have perused the material 

record.  

3. The case of the pet it ioner is this: 

The pet it ioner and his family are having 12 elect ricity service 

connect ions for shops including the port ion of residence.  The pet it ioner 

is paying elect ricity consumpt ion charges in respect  of those 12 service 

connect ions regularly without  fail and any delay.  He was the Managing 

Director and promoter of M/ s A.P Bagasse Products Limited, which is a 

public limited company registered under the Companies Act , 1956.  The 

said company is a j oint  venture of A.P. State Agro Indust ries 

Development  Corporat ion, which is an autonomous body of the State.  

The Unit  was f inanced by A.P.I.D.C and A.P.S.F.C by way of term loans 

and by Indian Bank by providing working capital.   The Indust rial Finance 

Corporat ion, ICICI, and IDBI part icipated in the Unit  by extending direct  
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subscript ion and equity share capital.   The company was registered in 

the year 1980.  Product ion was started in June, 1991.  However, due to 

certain adverse condit ions and circumstances, the Unit  was closed in the 

year 1993 after t rial run.  The Unit  could not  be revived due to lack of 

working capital.   As such, the APIDC seized the Unit  in February, 1996, 

by invoking the provisions of APSFC Act .  The Unit  was put  to auct ion 

number of  t imes.  Ult imately, the Unit  was sold by way of auct ion-cum-

private negot iat ions for a meagre amount  to a third party in December, 

1998, and the Unit  was handed over to that  party in January, 1999.  The 

said purchaser has taken over the assets after paying necessary bid 

amount  to APIDC.  The company became defunct  and insolvent .  The 

liabilit y of  the Director is only limited to the extent  of assets of the 

company as per law.  To the ut ter surprise and dismay of the pet it ioner, 

a let ter was issued by the respondent  in the name of the pet it ioner as 

Managing Director of the defunct  company; and by that  let ter, dated 

10.05.2000, he was asked to pay the alleged dues against  the account  of 

the said company to a tune of Rs.13,41,949/ -, which is said to be 

outstanding towards arrears.  In the said let ter, it  is stated that  unless 

the amount  is paid within 7 days from the date of receipt  of the said 

let ter, the service connect ions standing in the name of the pet it ioner 

will be disconnected under Sect ion 49 of the Indian Elect ricity Act , 1910, 

without  any further not ice.  The said let ter was received on 12.09.2000.  

The pet it ioner therefore earlier f iled W.P.No.17203 of 2000 quest ioning 

the same as illegal, null and void.  The writ  pet it ion was admit ted and 

stay orders were granted on 19.09.2000 in W.P.MP.No.21871 of 2000 not  

to disconnect  the 12 service connect ions of the pet it ioner.  The said writ  

pet it ion was ult imately disposed of on 23.06.2005 for want  of show 

cause not ice without  going into the content ions raised by the pet it ioner, 
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and with liberty to issue show cause not ice and permit t ing the pet it ioner 

to offer explanat ion.  Pursuant  to the orders of this Court , the 

respondent  issued let ter dated 09.11.2005 asking the pet it ioner to 

submit  explanat ion.  Explanat ion, dated 30.11.2005, was submit ted 

reiterat ing the obj ect ions raised in the earlier writ  pet it ion and int er 

al ia stat ing that  the pet it ioner is not  personally liable to pay the alleged 

amount  due towards power supply charges recoverable from M/ s. A.P. 

Bagasse Products Limited since it  is a public limited company and as the 

pet it ioner’ s liabilit y is to the extent  of his share capital.   Thereafter, 

the pet it ioner received the impugned let ter stat ing that  the obj ect ions 

raised are untenable and he is liable to pay the amount  demanded in the 

let ter within four weeks.  In the said let ter it  is also stated that  on the 

failure of the pet it ioner to pay the amount  as demanded, the 12 service 

connect ions in his name would be disconnected.  The let ter is ex facie 

il legal, arbit rary, void and is violat ive of principles of natural j ust ice.  

The pet it ioner has no obj ect ion if  the respondent  proceeds against  the 

assets of M/ s. A.P. Bagasse Products Limited.  As per set t led law, there 

is a vast  dif ference between a partnership f irm and a public limited 

company.  Partners are individually liable whereas as Directors have no 

personal liabilit y.  Their liabilit y is limited.  The liabilit y of the defunct  

company is a cont ractual liabil it y between the company and the 

respondent .  It  is not  statutory in nature.  The elect ricity was consumed 

by consumer on the basis of writ ten cont ract  as prescribed in the form 

approved by the Act  and admit tedly power supply was given to the 

company, which has become defunct  and not  personally to the 

pet it ioner for his personal consumpt ion.  The respondent , if  ent it led, 

may collect  the dues from the erstwhile indust ry or the new 

management  of the factory/ unit  but  not  f rom the pet it ioner.  Further, 
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the arrears claimed relate to a period prior to 1996.  If  at  all the 

respondent  is ent it led to recover the amount , recovery proceedings 

ought  to have been init iated within two years from the due date, which 

is prior to 1998.  Therefore, in any view of the mat ter, the claim is 

hopelessly barred by law of limitat ion.  Hence, the writ  pet it ion is f iled.  

4 The averments in the counter of the respondent , in brief, are as 

follows: 

HT elect rical supply connect ion no.ELR 316 was released in favour 

of M/ s. A.P. Bagasse Products Limited at  Chintapurru, Palacole Mandal, 

West  Godavari Dist rict ,  on 12.03.1991, with a cont racted maximum 

demand of 500 KVA and cont racted load of 1400 HP.  The HT agreement  

was executed by the pet it ioner in the capacity of Managing Director.  

Due to non payment  of current  consumpt ion charges, an amount  of 

Rs.14,15,193/ - was accumulated as arrear against  the said service 

connect ion.  With a view to extend co-operat ion in the revival of the 

company, two instalments were granted by the erstwhile APSE Board 

vide let ter No.FA & CCA ®/ A1/ HT/ ELR, dated 31.05.1993.  The f irst  

instalment  of Rs.5,00,000/ - is payable on or before 10.06.1993 and 

second instalment  for the balance amount  is payable on or before 

30.06.1993.  Not  event  f irst  instalment  was paid by the pet it ioner.  A 

show cause not ice was issued by the then Board as per orders of this 

Court ; and on f inding that  the explanat ion of the pet it ioner is not  

sat isfactory, the f inal not ice request ing to pay Rs.13,41,949/ - was 

issued.  The demand is being cont inuously made from t ime to t ime.  

Therefore, the arrears being claimed are not  barred by law of limitat ion.  

A decision has been taken to proceed against  individual service 

connect ions of the pet it ioner since he was at  the helm of affairs as 
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promoter and Managing Director of the defunct  company.  The pet it ioner 

has become responsible for accumulat ion of consumpt ion charges by his 

acts and also on account  of extension sought  by him for payment  of  

arrears and the further permission sought  for payments by way of 

instalments.  The pet it ioner wants to avoid and escape from the liabilit y 

incurred under various grounds like cont ractual obligat ions and law of 

limitat ion.  There is no merit  in the writ  pet it ion.  The pet it ion is liable 

to be dismissed.  

5. On the admit ted facts, which are in a narrow compass, the 

quest ions that  arise for determinat ion in this writ  pet it ion are – 

‘ Whether or not  the pet it ioner is a consumer under Sect ion 49 of the 

Indian Elect ricity Act , 1910?  And, whether or not  the demand made by 

the respondent  against  the pet it ioner is sustainable under facts and in 

law? 

6. Admit tedly, the HT supply service connect ion was provided to 

M/ s. A.P. Bagasse Products Limited of which the pet it ioner was 

promoter and Managing Director.  The HT agreement  was also entered 

into by the pet it ioner in his capacity as Managing Director of the said 

company and not  in his individual capacity.  The elect ricity consumpt ion 

was also made by the company and not  by the pet it ioner in his personal 

capacity.  Admit tedly, the said company is a j oint  venture with A.P. 

State Agro Indust ries Development  Corporat ion, which is an autonomous 

body of the State, and the Unit  was f inanced by A.P.I.D.C and A.P.S.F.C 

by way of term loans and Indian Bank by providing working capital;  the 

Indust rial Finance Corporat ion, ICICI and IDBI part icipated in the Unit  by 

extending direct  subscript ion and equity share capital;  the company was 

registered in the year 1980; product ion was started in June, 1991;  
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however, the Unit  was closed in the year 1993 after t rial run; the Unit  

could not  be revived due to lack of working capital;  the APIDC seized the 

Unit  in February 1996 by invoking the provisions of APSFC Act ; the Unit  

was put  to auct ion number of t imes; ult imately, the Unit  was sold by 

way of auct ion-cum-private negot iat ions.   

7. Coming to the quest ion whether the arrears demanded, due and 

payable by the company, which has become defunct , are recoverable 

from the pet it ioner in his individual capacity, it  is t rit e to ment ion that  

the said quest ion  is no longer res int egra in view of the decision of this 

Court  in Dr. J. Ramachandra Rao v. A.P. Eastern Power Dist r ibut ion 

Co.Ltd., and another
1 wherein under similar facts and circumstances 

the pet it ioner therein contended that  he is not  a consumer and that  he 

is not  liable to pay the arrears demanded and that  he executed HT 

agreement  on behalf  of M/ s Delta Oils and Fats Limited, Prathipadu, as 

Managing Director and that , therefore, the said company is the 

consumer and hence, the arrears of the said company cannot  be 

collected from him though he was the Managing Director.  This Court  

having referred to the various provisions of the Elect ricity Act  and the 

Companies Act  held that  the respondents-elect ricity department  can 

proceed against  the company which is a j urist ic person but  not  against  

the pet it ioner merely because he entered into the agreement  

represent ing the company as its Managing Director.  The decision of this 

Court  is rendered following the decisions of the Supreme Court .  In the 

instant  case also the pet it ioner is not  the consumer and he entered into 

the HT agreement  in his capacity as Managing Director of the company 

and the elect ricity was also supplied to the company but  not  to the 
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pet it ioner in his personal capacity and, therefore, merely because he 

entered into the agreement  in his capacity as Managing Director of the 

company he cannot  be made personally liable for the elect ricity 

consumpt ion charges/ arrears due and payable by the company which is 

defunct  by now.    

8.  Before part ing it  is necessary to note that  the learned standing 

Counsel urged that  the mat ter be referred to the Conciliat ion Forum for 

set t lement  as the amount  due is recoverable from the share capital of  

the pet it ioner in the Company.  Since the Company has become defunct  

is not  in dispute, in the opinion of this Court  the said request  cannot  be 

considered in this writ  pet it ion.  Nonetheless, it  is needless to state that  

the respondent  is always at  liberty, if  he so chooses, to bring the mat ter 

before the said forum for set t lement , provided the law permits so to do. 

9. On the above analysis, this Court  f inds that  the writ  pet it ion is to 

be allowed.  

10.  The Writ  Pet it ion is, accordingly, allowed.  

 Miscellaneous pet it ions, if  any, pending in this writ  pet it ion shall 

stand closed.  There shall be no order as to costs.  

 
 

_______________________ 
M.SEETHARAMA MURTI, J 

21-02-2017 
Vj l  


