
 

SMT JUSTI CE T. RAJANI  
 

CRI MI NAL PETI TI ON No . 8 4 5 4  o f  2 0 1 1  

ORDER:  

 

 This pet it ion is filed by the pet it ioners seeking for 

quashm ent  of the proceedings in Crim e No.61 of 2006 of Cent ral 

Crim e Stat ion, Hyderabad. 

 

2. Heard the counsel for the pet it ioners and the Public 

Prosecutor, who appears for the 1st respondent .  None appears 

for the 2nd respondent , in spite of not ice. 

 

3. The case of the com plainant  is that  the accused m isused 

the society funds of the com plainant  -  A.G. Office Co-operat ive 

Credit  Society Ltd., ( for brevity, “Society” ) , which was registered 

under the A.P. Cooperat ive Societ ies Act , to a tune of Rs.14.81 

Crores. The contents of the com plaint  also show that  the 

operat ion of the Society shall extend throughout  the I ndian 

Union wherever the m em bers of I ndian Audit  and Accounts 

Departm ent  belonging to the office of the m em bers of I ndian 

Audit  and Accounts Departm ent ;  the Society includes the 

m em bers of Class- I  category and the ret ired officials on a 

nom inal adm ission fee;  the m em bers of the present  Managing 

Com m it tee gave a representat ion against  accused persons for 

fraud, m ism anagem ent , and m isusing the funds of the Society;  

the m anagem ent  of the Society collected Fixed Deposits to a 

tune of Rs.26.90 crores from the m em bers and non-m em bers 

beyond the actual requirem ent  of the Society by following the 

APCS Act  and Banking Regulat ions Act  and invested the said 
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am ount  in different  Cooperat ive Banks against  the objects of the 

Society;  A1 issued FD Receipt  of Rs.3.560 lakhs to depositor for 

45 days, who was neither an em ployee of AG Office nor a 

m em ber of the Society;  the said m em ber has deposited the 

am ount  through a cheque which bounced;  A1 instead of 

init iat ing legal act ion against  the depositor, allowed the deposit  

to be encashed. 

 

4.  The counsel for the pet it ioners subm its that  the allegat ion 

m ade in the com plaint  that  the act  of the pet it ioners in 

deposit ing the am ounts collected from  the m em bers, 

in Cooperat ive Banks, instead of the schedule banks, and hence 

would am ount  to an offence, is not  m erited, as, sect ion 46 of the 

Andhra Pradesh Co-operat ive Societ ies Act , 1964 (old Act ) , 

which is applicable at  the t im e of the offences alleged in this 

com plaint , perm its the Society to invest  or deposit  the funds in 

any  bank, which is approved by the Regist rar and hence, no 

offence can be m ade out  in that  regard. 

 

5. The counsel for the respondents does not  raise any 

content ion against  the said subm ission m ade by the pet it ioners’ 

counsel and the fact  that  the bank in which the deposits were 

m ade is approved by the Regist rar, is not  opposed as incorrect . 

The counsel also brings to the not ice of this Court  that  Rs.1.264 

Crores out  of Rs.14 Crores and odd, which was alleged to be 

deposited in the Cooperat ive Bank, which was ult im ately closed, 

was m ade good by RBI , and the rest  of the am ount  is being 

deposited. The said content ion too is not  opposed. However,  
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the court  is concerned only with the propriety of the act  of the 

accused, in deposit ing the am ounts in the cooperat ive bank 

instead of schedule bank and not  about  the loss caused due to 

the subsequent  closure of the said bank. 

 

6. The counsel filed som e docum ents which are not  refuted 

by the respondents, thereby allowing this court  to look into the 

sam e as perm it ted by RAJI V THAPAR v . MADAN LAL 

KAPOOR
1
.  The order of the Divisional Cooperat ive Officer, in the 

enquiry against  the pet it ioner, which was taken up as per the 

orders of the Dist r ict  Cooperat ive Officer, Hyderabad, 

recom m ending both a departm ental enquiry and prosecut ion, 

shows that  there are no inst ruct ions from  the Regist rar of 

Cooperat ive Societ ies, prohibit ing the Society from  invest ing its 

surplus funds in the Cooperat ive Banks, during the tenure of the 

delinquents. 

 

7. Hence, in the light  of the above, it  cannot  be said that  the 

deposit  of funds in the Cooperat ive Bank, does violate any of the 

provisions of the Act , as it  stood on the date of the alleged 

offence. I t  is only in the year 2001, that  sect ion 46(d)  was 

am ended, by subst itut ing “Nat ionalized bank or Schedule Bank 

or the concerned Dist r ict  Co-operat ive Bank,”  for “any Bank 

approved by the Regist rar”  i.e. after the alleged deposits are 

m ade. 

 As regards the content ion that  A1 issued a fixed deposit  

receipt  to a depositor for three and half lakhs and that  the 

                                                 
1
 2013(3) SCC 330 



 4

 

depositor has deposited the am ount  through a cheque which got  

bounced and later perm it ted a depositor to encash the cheque 

and deposit  the am ount  of Rs.3,50,000/ - , without  init iat ing legal 

act ion against  the depositor, the sam e order shows that  on 

scrut iny of explanat ions of the ex-m anaging com m it tee 

m em bers, deposit ion of Sri C.V. Siva Ram aiah (A1) , it  is found 

that  the am ount  of FDR to a tune of Rs.3,50,000/ -  dated 

13.02.2002 was recovered fully with interest . However,  

an observat ion that  the ex-office bearers, who have issued FDRs, 

have exhibited negligence by sim ply depending on the staff of 

the society is m ade.  However, an act  of negligence does not  

at t ract  the offences alleged in this com plaint .  

 

8. The counsel for the 2nd respondent  concedes that  the 

above observat ions and subm issions are correct . 

 

9. Hence, there rem ains nothing for the 2nd respondent  to 

seek for prosecut ion of the pet it ioners herein and in the light  of 

the above observat ions, any further proceedings in the above 

cr im e would result  in abuse of process of law. 

 

6. The Crim inal pet it ion is accordingly allowed and the further 

proceedings in Crim e No.61 of 2006 of Cent ral Crim e Stat ion, 

Hyderabad are hereby quashed. 

As a sequel, the m iscellaneous applicat ions, if any pending, 

shall stand closed.  

 

_ _ _ _ _ _ _ _ _ _  

T. RAJANI , J 

Novem ber   ,  2017 

LMV 


