
 

SMT JUSTI CE T. RAJANI  

CRI MI NAL PETI TI ON No .1 4 5 7 3  o f  2 0 1 3  

ORDER:  

 

This cr im inal pet it ion is filed, seeking for quash of the 

proceedings in C.C.No.344 of 2013, against  the pet it ioners, who are 

A1 to A5, on the file of the VI I I  Addit ional Met ropolitan Sessions Judge 

cum  Special Judge for Econom ic Affairs, City Crim inal Courts, 

Nam pally. The offences alleged are under Sect ions 628 and 629(A)  of 

the Com panies Act  and Sect ions 109, 120 B, 191, 192, 196, 199, 405, 

417, 418, 419, 429, 423, 426, 427, 465, 467, 468, 471, 149 read with 

Sect ion 34 of the I ndian Penal Code.  

 

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

Prosecutor, appearing for the respondent . None appears for the second 

respondent  in spite of not ice. 

 

3. The com plaint  is filed by the Chairm an and Managing Director of 

M/ s. Aryabhat ta Solut ions Lim ited, which is a public lim ited com pany. 

The com plainant  holds 56.80%  of the total paid up capital in the said 

com pany. A1 to A5 were holding 43.20%  of the total paid up capital.  

The shareholdings of the com plainant  were t ransferred to the accused. 

The allegat ions now m ade in the com plaint , against  the accused, are 

that  they are guilty of suppression and m is-m anaging the affairs of the 

com pany. Further shares were allot ted to the accused and the 

com plainant . An agreem ent  was entered into by the com plainant  with 

the accused, with regard to the t ransfer of shares and considerat ion 

agreed was Rs.16,50,00,000/ - , out  of which Rs.9,90,96,000/ -  was 

paid and it  was agreed between the part ies that  the shares agreed to 
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be sold will be t ransferred by execut ion of t ransfer deed, as required 

under Sect ion 108 of the Com panies Act .  

 While the m at ter stood thus, the accused illegally filed several 

docum ents with the Regist rar of Com panies, appoint ing A5 as 

Addit ional Director without  any board m eet ing. But  they stated that  

board m eet ing was held on 14.08.2010. The accused also filed  

Form  23, as if the Ext ra-Ordinary General Body Meet ing was held on 

01.03.2010, which, in fact , is incorrect .  Even the said m eet ing was 

fraudulent ly held. No not ice in writ ing was given to the com plainant .  

The accused illegally filed Form  32, rem oving the com plainant  as 

Managing Director and an illegal annual return was filed for the year 

2009-10, showing as if the shares of the com plainant  were totally 

t ransferred to A2 to A4. No considerat ion was received, apart  form  the 

considerat ion received as per the agreem ent . The accused illegally 

allot ted 15,59,201 shares to A1, without  the approval of the 

shareholders. The accused filed balance sheet  and com pliance 

cert ificate and annual return for the year ending 31.03.2010, as if the 

general body m eet ing was held on 30.09.2010. Based on the above 

allegat ions, the pet it ioners were sought  to be prosecuted for the 

offence under Sect ions 628 and 629(A)  of the Com panies Act  and 

Sect ions 109, 120 B, 191, 192, 196, 199, 405, 417, 418, 419, 429, 

423, 426, 427, 465, 467, 468, 471, 149 read with Sect ion 34 of the 

I ndian Penal Code 

 

4. The forem ost  content ion of the counsel for the pet it ioners is that  

the com plaint  is not  m aintainable by the com plainant , since he is no 
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longer a shareholder in the com pany. He subm its that  the 

considerat ion agreed between the part ies was totally paid.  

 

5. This Court  is relieved from  deciding the issue with regard to the 

com plainant  being the shareholder in the com pany or not  by vir tue of 

orders of this Court  in com pany Appeal.No.11 of 2014 dated 

11.03.2014, which is preferred against  CA.No.165 of 2011 in CP.No.34 

of 2011. The appeal is preferred against  order dated 13.12.2013 of the 

Com pany Law Board, Chennai Bench, Chennai in CA.No.165 of 2011 in 

CP.No.34 of 2011 by vir tue of which the com pany applicat ion was 

allowed and the com pany pet it ion was dism issed. The dispute in 

CA.No.165 of 2011 also revolved around the agreem ent  between the 

part ies. The allegat ions m ade in this pet it ion were also m ade therein. 

The pet it ion was preferred with a prayer to declare that  the allotm ent  

of shares to respondent  No.2 therein as illegal and for a consequent  

rect ificat ion of regist rat ion of m em bers. The order reflects that  

respondents 2 to 6, who are the pet it ioners herein, filed CA.No.165 of 

2011 in CP.No.34 of 2011 to allow them  to raise issue of 

m aintainabilit y of the com pany pet it ion as prelim inary issue and 

dism iss the com pany pet it ion and to punish the appellant  for 

suppression of m aterial. By order dated 13.12.2013, the Com pany Law 

Board allowed CA.No.165 of 2011 and dism issed CP.No.34 of 2011.  

 

6. The m ain plea on which CA.No.165 of 2911 was filed by 

respondents 2 to 6 is that  in pursuance of the agreem ent  dated 

30.070.2006, all the shares held by the appellant  were t ransferred in 

favour of the aforem ent ioned respondents and ent r ies in that  regard 

were m ade in the Com pany Register and therefore, the com pany 
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pet it ion itself was not  m aintainable as the sam e is not  in conform ity 

with the requirem ents of the provisions of Sect ion 397 read with 

Sect ion 399 of the Com panies Act . 

 

7. The Court , after having carefully, considered the subm issions 

held that  Sect ion 111A (3)  of the Com panies Act  conferred jur isdict ion 

on the Com pany Law Board to entertain the applicat ion m ade by the 

depository, com pany, part icipant  or investor or the Securit ies and 

Exchange Board of I ndia and direct  any depository or com pany to 

rect ify it s register or records if it  f inds that  the t ransfer of shares or 

debentures is in cont ravent ion of any of the provisions of the 

Securit ies and Exchange Board of I ndia Act , 1992 or regulat ions m ade 

thereunder. I t  observed that  under Sect ion 397(1)  of the Com panies 

Act , any m em ber(s)  of the com pany can com plain if the affairs of the 

com pany are being conducted in a m anner prejudicial to public interest  

or in a m anner oppressive to any m em ber(s) .  

  

8. The content ion of the counsel for the respondents therein was 

that  the or iginal share t ransfer records contain the signatures of 

appellant  No1. But  the sam e was denied by appellants therein.  

The Court  took up the discussion of the issue with regard to the 

appellants therein being the shareholders of the com pany. The Court  

relied on a judgm ent  of the Suprem e Court  in AMMONI A SUPPLI ES 

CORPN. v . MODERN PLASTI C CONTAI NERS ( P)  LTD. [ (1998)  7 SCC 

105]  and considering that  though the language of Sect ion 155 of the 

Com panies Act  and that  the proviso to Sub-Sect ion (2)  to Sect ion 

111A or Sect ion 111A(3)  of the Com panies Act  is not  sim ilar, both the 

provisions dealt  with the power of the Com pany Law Board to rect ify 
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the Register of m em bers and held that  they apply to a situat ion where 

the com pany refuses to rect ify the Register without  sufficient  cause 

and that  the disputes raised by the appellants are not  t ruly confined to 

m ere rect ificat ion, but  they fall in the realm  of various disputed 

quest ions, which cannot  be decided in exercise of sum m ary jur isdict ion 

of the Com pany Law Board. The Court  while dism issing the pet it ion 

gave liberty to the appellants therein to approach the com petent  Court  

of civil j ur isdict ion for appropriate relief. I t  held that  a serious 

allegat ion such as fraud, which is m ade by the appellants therein,  

can be decided only by a civil Court . Though, on a different  reasoning,  

the court  confirm ed the order of the Com pany law board. The order in 

CA.No.165 of 2011 by the Com pany Law Board also concludes that  the 

t ransfer of shares between the part ies was accom plished.  

9. The content ion that  the whole of the considerat ion is not  paid 

was also m ade before the Com pany Law Board and a categorical 

finding was given that  the applicants have com plied with the 

procedure as contem plated under the Com panies Act , for t ransfer of 

shares.  Against  the order in Com pany Appeal No.11 of 2014 dated 

11.03.2015, an appeal was preferred before this Court  and a Division 

Bench of this Court  dism issed the sam e on the point  of m aintainabilit y.  

Against  the said order, an SLP was preferred before the Suprem e 

Court , but  the sam e was dism issed as withdrawn. Hence, the locus 

standi of the second respondent  herein to m aintain a com pany pet it ion 

was decided in the negat ive and it  becam e final. 

10. Now in this com plaint , all the allegat ions pertain to violat ions by 

the pet it ioners herein with regard to the affairs of the com pany,  
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after the alleged date of t ransfer of shares. Sect ion 621 of the 

Com panies Act  does not  perm it  anyone other than the Regist rar of 

Com pany, shareholders etc, to file a pet it ion with regard to the offence 

under Sect ions 628 and 629 of the Com panies Act . The other offences 

alleged under the I ndian Penal Code also pertain to the acts of the 

pet it ioners subsequent  to the t ransfer of shares. Hence, when the 

issue that  the second respondent  is no longer a shareholder in the 

com pany has becom e final, he will not  have any locus standi to 

com plain about  the m is-happenings in the com pany after he ceases to 

be a shareholder. Hence, in view of the above, this Court  opines that  

cont inuat ion of further proceedings against  the pet it ioner would only 

result  in abuse of process of law. 

I n the light  of the above, the cr im inal pet it ion is allowed and the 

proceedings in C.C.No.344 of 2013, against  the pet it ioners, who are 

A1 to A5, on the file of the VI I I  Addit ional Met ropolitan Sessions Judge 

cum  Special Judge for Econom ic Affairs, City Crim inal Courts, 

Nam pally,  are hereby quashed. As a sequel,  the m iscellaneous 

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

 

__________ 

T. RAJANI , J 
Decem ber 4 th,  2018 

DSK  


