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ORDER

This Crimnal Oiginal Petition has been filed to quash
the FIR in Crine No.61 of 2021, pending on the file of the 1st
respondent Police.

2. The petitioners are the accused in FIR in Crine No.61
of 2021, dated 02.03.2021 registered by the 1st respondent Police
for offence under Section 420 IPC on the conplaint given by the
2nd respondent/ defacto conpl ai nant.

3. The gist of the conplaint is that the 2nd respondent, a
conpany viz., Ms.Auro Logistics Private Limted, Chennai is
engaged in the business of logistics, extraction of mnerals.
The 1st petitioner approached the 2nd respondent conpany and
represented that he is the brother of Chennakesava Reddy who was
involved in mning activity in GGbbi Taluk, Tunkur District
holding mning licence nunber in ML.No. 1266. Furt her,
represented that his brother is holding the mning |ease by
virtue of famly partition and there was surplus nanganese
reserves in the mning area which can be extracted and sold for
good profits. Believing the representation of the 1st
petitioner, the 2nd respondent conpany entered into the job
agreenent, dated 11.11.2005 with the petitioners for extracting
manganese reserve through the |icense of Chennakesava Reddy. I n
pursuance to the job agreenent, the 2nd respondent conpany
remtted a sumof Rs.50/- |akhs as refundable security deposit by
way of demand draft No.748615, dated 17.12.2005 drawn on the
Federal Bank, Limted and relevant entries were nmade in the books
of account. Based on the assurance and inducenent of the 1st
petitioner, the 2nd respondent conpany had invested a sum of
Rs. 1, 40, 50, 428/ - towards the inplenentation of the extraction of
manganese ore under the job work agreenent and for devel opnent of
the infrastructure to carry out the extraction process.

4.During extraction, it was found that the nanganese ore
in its individual form cannot be extracted from the mning area
of Chennakesava Reddy, since the manganese band runs parallel
close to iron ore band and therefore, both the mnerals have to
be sinmultaneously extracted. Further, the said Chennakesava
Reddy had no permssion to extract iron ore and there was no
possibility of extraction of manganese ore individually wthout
mning iron ore. The 1st petitioner knowing well that there is
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no permssion to extract the iron ore, induced the 2nd respondent
conpany wth dishonest intention to enter into the job work
agreenent dated 11.11.2005 by msrepresenting that there was
m nerabl e manganese reserves in the mning |ease, cheated,
defrauded the 2nd respondent conpany. Further, the 1st
petitioner in collusion with his sons/2nd & 3rd petitioners and
his daughter/4th petitioner m srepresented wth mal af i de
intention, induced the 2nd respondent to deposit Rs.50/- Lakhs as

security refundable deposit. After receiving the noney, the
petitioners herein did not repay the sane and they were not
reachabl e. Further, the petitioners threatened the D rectors,

Pronoters and the representative of the 2nd respondent conpany
with dire consequences if insisted for repaynent of security
deposit. OamMng to the dishonest act of the petitioners, the 2nd
r espondent was cheated and defrauded to the tune of
Rs. 1, 90, 50, 428/ -.

5. The | earned counsel for the petitioners submtted that
the conplaint of the 2nd respondent is frivolous, so absurd and
i nherently inprobable. The alleged event according to the 2nd
respondent said to have taken place during the year 2005, but the
conplaint canme to be lodged in the year 2021 after |apse of 16
years, for which, no explanation was given by the 2nd respondent
conpany. The I|earned counsel further submtted that the job
agreenents were entered between the 1st petitioner and the 2nd
respondent conpany in the State of Karnataka and the m ning works
were carried out in Tunkur District, Karnataka. The petitioners
| odged a crimnal conplaint against the 2nd respondent conpany
and ot hers based on the independent Audit Report of M s.Brahmi ha
and Conpany submtted before the National Conpany Law Tri bunal
Bangal ore in C. P.No.59 of 2014. Since the petitioners |odged
conpl ai nt agai nst the 2nd respondent conpany to the Inspector of
Pol i ce, Sanjayanagara Police Station, Bangal ore on 10.11.2020, as
a counter blast, the 2nd respondent | odged the above conplaint to
the 1st respondent Police, which culmnated into FIR in Crine
No. 61 of 2021

6.1n the job agreenent dated 15.10.2005, it is nentioned
that the mning |ands are the fam |y property originally owned by
the 1st petitioner's father late Narasi Reddy and later, the
famly partition had taken place, the mning |land and |icence was
apportioned to Chennakesava Reddy, who gave power of attorney to
the 1st petitioner. Thereafter, the job agreenent was entered by
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the 1st petitioner on behalf of hinself and on behalf of his
brot her Chennakesava Reddy as confirmng party wth the 2nd
respondent. Further, the entire history, devolution of property,
applying licence for mning, rejection of the sane, against which
filing revision before the State and finally obtaining |icence
from the Central Governnent/the Directors of Mnes and GCeol ogy
Departnent, Governnent of Karnataka after getting clearance from
other departnents are clearly nentioned in the job agreenent.
The 2nd respondent was entrusted with the job for renoval of iron
ore at the rate of Rs.250/- netric tons for the first three years

of the mning |ease period and there will be an upward revision
of 10% for every three years subsequently, till the expiry of the
m ning period. The period of mning was for twenty years.

Further, the job agreenent contains various other clauses.

7. Subsequent to it, on 11.11.2005, another job agreenent
was entered, in which howthe |icence was granted, then cancelled
and thereafter, getting licence by approaching the H gh Court of
Karnataka are clearly narrated. Further, it is nentioned that
the 2nd respondent was entrusted with the work for renoval of
iron ore, manganese ore and other associate ores for the period
of 20 years in ML. No. 1266. It is made clear in certain terns
the 2nd respondent was entrusted with the renoval of all ores
including iron ore which are available in that site. The nonthly
m ni mum quantity of renoval of iron ore was fixed at 20,000/-
metric tones and the rate fixed was Rs.100/- per ton for the
first 3 years of the mning period. There will be upward
revision of 5% for every 3 years subsequently till the expiry of
the mning period. Wth regard to the other ores, the price to
be determned at the later date on nmutual consent of the parties.
The refundabl e security deposit of Rs.50/- |akhs nmade by the 2nd
respondent conpany is nentioned in the second job agreenent. The
agreenent is binding on the parties for a period of 20 years,
i.e., till the year of 2025. According to the petitioners, the
mning licence is still in force.

8. The |earned counsel for the petitioners further
submtted that during this period, there was m sunderstanding
between the petitioner and his brother Chennakesava Reddy, who
cancel l ed the power of attorney. Hence, a suit in O S No.7374 of
2008 was filed by the 1st petitioner seeking revocation of power
of Attorney dated 23.04.2008 executed by his brother is not
binding on the 1st petitioner, since the 1st petitioner for
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hi nsel f and for his brother had entered into job agreenments with
the 2nd respondent. In the suit, the 2nd respondent conpany
Viz., Ms.Auro Logistics Private Limted, Chennai and Ms. Trans
India Shipping Service Private Limted are the defendants 2 and
3. During the pendency of the suit, a conpronm se was arrived and
to that effect, a Menorandum of Conprom se was filed. In the
Menor andum of Conprom se, the said Chennakesava Reddy is entitled
for 10% of all finished ores in ML.No.1266 as per the marketing
agreenent entered between the 1st petitioner and the 2nd
respondent conpany and others on 30.01.2009 has been endorsed.
Wth regard to the sane, the 2nd respondent and other conpanies
had no objection. On addendum the agreenment dated 11.12.2005
executed between the 1st petitioner/plaintiff and the defendants
therein incorporating the above changes which shall beconme part
and parcel of the Menorandum of Conprom se. Thus, the 2nd
respondent being a party to the Menorandum of Conprom se endorsed
the conpromise which is binding and enforceable between the
parties inter se to the suit in O S No.7378 of 2008. Admttedly,
the 2nd respondent conpany and the 1st petitioner are parties to
the suit. Thus, after filing of such Menorandum of Conprom se,
the 2nd respondent cannot now make a claimthat he was cheated by
the petitioners and the refundable security deposit of Rs.50/-
| akhs has not been repaid.

9. The |earned counsel for the petitioners further
submtted that as per the job work agreenents, for the dues,
Arbitration proceedings was initiated by the 2nd respondent as
cl ai mant against Ms.Sri Lakshm Narasinmha M ning Conpany Private
Li mt ed. The 2nd petitioner represented Ms.Sri Lakshm
Narasi mha M ning Conpany Private Limted and filed the counter
claimto the claimpetition and the arbitration proceedings is in
progr ess. In the neanwhile, the 2nd and 3rd petitioners filed
Conmpany Petition before the National Conpany Law Tribunal,
Bangal ore in C P.No.59 of 2014 against Ms.Sri Lakshm Narasi mha
M ning Conpany Private Limted and other Directors of the 2nd
respondent conpany. The Conpany Law Board by order dated
07.07.2015 appointed Ms.Brahnmaiha and Conpany., Chartered
Accountant, Bangalore as an Independent Auditor to audit the
books and accounts and conduct enquiry. The said Auditor filed
his report on 13.11.2017 and there was sone dispute with regard
to the paynment of fees to |ndependent Auditor. The Conpany
Petition in C P.No.59 of 2014 was dismssed by order dated
22.03.2019 wth observation that the |Independent Auditor
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M s. Brahmai ha and Conpany directed to furnish the copy of his
report to the parties subject to paynent of fees as per the
directions of the Tribunal and further, the petitioners therein
were given liberty to file a fresh case, in case findings in the
Audi t Report gives any cause of action. Aggrieved over the sane,
the petitioners therein filed appeal before the National Conpany
Law Appel late Tribunal, New Delhi. This being the case, the 2nd
respondent suppressed all these subsequent devel opnent and
litigations between the petitioners and the 2nd respondent had
approached the 1st respondent Police as though they were msled
and cheated by the petitioners. The petitioners represented that
only manganese ore was available and it is not possible for
extraction, since the nmanganese band runs parallel close to iron
ore band and therefore, both the mnerals have to be
simul taneously extracted. In the job agreenents dated 15.10.2005
and 11.11.2005, the deposit and availability of iron ore are
clearly nentioned. Thus, there is no false representation by the
petitioners.

10. The learned counsel for the petitioners further
submtted that pursuant to the approval dated 25.08.2008, the
mning |lease was transferred to the Conpany and the transfer was
ratified in the Board Meeting dated 12.01.2009. On conmencenent
of the operations, the 2nd respondent conpany on its part of
obligation wunder the job agreenent dated 15.10.2005 started
extracting ore from the mning and then sold the sanme to
Ms. Trans India Shipping Service Private Limted in accordance

wth the terns set forth in the sale agreenent. Both the
Conpanies are interconnected, closely held entities. In the
meanwhile, the law regulating mnes and mnerals were anended
wher eby the appointnent of raising contractors was made illegal.

As a result, the job work agreenent and the sal e agreenent becane
frustrated and the conpany could not engage itself with the 2nd
respondent conpany and M s.Trans India Shipping Service Private
Limted. Hence, there was arrangenent for changi ng nom nation of
Di rect or shi p. Since this being the case, the conplaint |odged
against the petitioners by the 2nd respondent before the 1st
respondent Police ought not to have been entertained. The
subsequent devel opnents and endorsenment of the same have
conpletely changed the character, inport and its obligation of
the job work agreenent.

11.1n support of his subm ssion, the |earned counsel for
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the petitioners relied on the judgnent of the Hon'ble Apex Court
in the case of “R P.Kapoor Versus the State of Punjab reported in
AlR 1960 SC 866" and in the case of “State of Haryana Versus
Bhaj an Lal reported in (1992) SCC (Crl) 426.” For the point of
jurisdiction, he relied on the judgnent of the Apex Court in the
case of “Kaushik Chatterjee Versus State of Haryana reported in
(2020) 10 Suprene Court Cases 92.” Hence, he prayed for quashing
of the FIR agai nst the petitioners.

12. The learned counsel for the 2nd respondent filed
affidavit and typed set of papers and made his subm ssions that
the 2nd respondent conpany |lodged a conplaint to the 1st
respondent Police and the FIR in Crine No.61 of 2021 cane to be
regi stered on 02.03.2021, for offence under Section 420 |PC
agai nst the petitioners. The 2nd respondent is the conpany viz.,
Ms.Auro Logistics Private Limted, Chennai having office at
Kot turpuram Chennai. The conpany is engaged in the business of
Logi stics, Extraction of M nerals. In the year 2005, the 1st
petitioner approached the 2nd respondent conpany and represented
that he is the power agent of his brother Chennakesava Reddy, who
was involved in mning activity in ML.No.1266. Based on the
representation, the job agreenment dated 11.11.2005 was entered
bet ween them As per the job agreenent, the amount of Rs.50
| akhs was given as refundable security deposit through demand
draft. The 2nd respondent conmpany had invested a sum of
Rs. 1, 40, 50,428/ - towards the inplenentation of extraction of
manganese ore under the job agreenment and for devel opnent of
infrastructure to carry out the extraction process. Later, it
came to light that the manganese ore in its individual form
cannot be extracted from the mning area, since the nmanganese
band runs parallel close to iron ore band. Further, it is found
that the said Chennakesava Reddy did not have permssion to
extract the iron ore and there was no possibility to extract
manganese ore individually wthout extracting the iron ore.

Thus, the 1st petitioner knowing well that there was no
permssion to extract iron ore, induced the 2nd respondent
conmpany with dishonest intention to enter into the job agreenent
dated 11.11.2005. Further, all the petitioners herein had

i nduced the 2nd respondent conpany to part with Rs.50 Lakhs as
refundabl e security deposit and m sappropriated the same and not
repaid to the 2nd respondent conpany.

13. The I|earned counsel further submtted that t he
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commercial production commenced only in Decenber 2007. In the
year 2008, the said Chennakesava Reddy transferred the mning
lease to the 2nd respondent conpany through Ms.Sri Lakshm
Narasi mha M ning Conpany Private Limted. Subsequent to this
transfer, a Menorandum of Conprom se was entered in the suit in
O S. No. 7374 of 2008 wherein the job agreenent entered by the 2nd
respondent was extended made binding on the said conpany which
al so undertook to take over the liability of the petitioners.
The m ning operation was stopped by the Hon' ble Apex Court in the
nmonth of July 2011. Thereafter, cancelled the mnor |ease in the
nmonth of April 2012. Subsequent to the closure of the mnes, the
2nd respondent sought for repaynent of the refundable security
deposit of Rs.50 lakhs held by the petitioners. Now, the
petitioners changed their colours and given reasons disputing
some debit notes, which was clarified with the statenment of
accounts to the petitioners. The statenent of accounts were
audited and inconme tax paid on it. Thus, the petitioners to
wiggle out from the obligation to pay back the refundable
security deposit of Rs.50 |lakhs were nmaking false allegations
agai nst the 2nd respondent. Apart from security deposit, the
petitioners are due to the tune of Rs.4 Crores which is now the
subject matter of the Arbitration Proceedi ngs pending before the
Arbitrator. This arbitration is for the dispute with regard to
accounting and nothing to do with the security deposit.

14. The learned counsel for the 2nd respondent further
submtted that the petitioners 2 to 4 filed Conpany Petition in
C.P.Nos.59 of 2014 and 9 of 2016 against Ms.Sri Lakshm
Narasimha Mning Private Limted, R Swarup Reddy, Yathin Reddy,
Jansi Reddy and Inran Pasha with regard to the board neetings
held on 06.09.2013 and 20.09.2013. The Investigation to be
carried in the affairs of the conpany for the m sconduct
commtted by one Venkata Ram Reddy who m sappropriated the
conpany funds and defrauded the 2nd respondent conpany and
Ms.Trans India Shipping Service Private Limted and other
compani es. During the proceedings of the Conpany Petition in
C. P.No.59 of 2014, M s.Branhaiya and Conpany was appointed to
conduct enquiry. Finally, the Conpany Petition was dism ssed by
order dated 22.03.2019 giving right to the petitioner to file
fresh case, in case the Auditor Report gives any cause of action.
The petitioner instead of filing a fresh application before NCLT,
filed an appeal before the National Conpany Law Appellate
Tribunal and sane is pending adjudication. |In the nmeanwhile, the
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petitioners |odged a conplaint on 18.01.2021 to the Inspector of
Pol i ce, Sanj ayanagara Police Station, Bangal ore. After
conpletion of prelimnary enquiry, the conplaint was closed on
07.02.2021 and directed the 2nd petitioner to approach the
Nat i onal Conpany Law Appellate Tribunal for his relief.

15. Thus, the contention of the petitioners are civil
dispute and the matter has already been adjudicated by the

Nat i onal Conpany Law Tribunal. Now claimng sonme of the disputes
are pending before the Arbitrator and taking shield is not
proper. The issues therein are not wth regard to the

m sappropriation commtted by the petitioners on the refundable
security deposit.

16.1n support of his subm ssions, the |earned counsel for
the 2nd respondent relied upon the followng citations: -

17.1n the case of “Ms.Neeharika Infrastructure Private
Limted Versus State of Mharashtra and others reported in 2021
SCC OnLine SC 315", the Hon' ble Apex Court had given guidelines
in quashing the FIR in exercise of the power under Section 482
Cr.P.C., and under Article 227 of the Constitution of India.
From the guidelines issued, it is seen that only in exceptiona
cases where non-interference would result in mscarriage of
justice; Interference at the stage of Investigation/FIR is
permtted if the case falls within the paraneters laid down by
the Hon' bl e Apex Court in the case of “R P.Kapur Versus the State
of Punjab reported in AIR 1960 SC 866” and in the case of “State
of Haryana Versus Bhajan Lal and another reported in (1992) SCC
(Crl) 426.” At the stage of FIR, the Court is not required to
consider on nerits whether or not the nerits of the allegations
make out a cogni zable offence and the Court has to permt the
i nvestigating agency/Police to investigate the allegations in the
FIR

18. Further, placed reliance on the judgnent of the
Hon' bl e Apex Court in the case of “Skoda Auto Vol kswagen India
Private Limted Versus State of Uttar Pradesh reported in 2020
SCC OnLine SC 958" for the principle that the Courts would not
thwart any investigation and guidelines enunerated in the case of
State of Haryana Versus Bhajan Lal and another reported in (1992)
SCC (Crl) 426., the power of quashing should be exercised very
sparingly and with circunspection and that too in the rarest of
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rare cases and the crimnal proceedings ought not to be scuttled
at the initial stage.

19. For the point of the jurisdiction, he placed reliance
in the case of “Satvinder Kaur Versus State (Govt. of NCT of
Del hi) and another reported in (1999) 8 Suprene Court Cases 728".

20.1n the case of “K. Jagadi sh Versus Udaya Kumar G S. and
another reported in (2020) 14 Suprene Court Cases 552", the
Hon' bl e Apex Court held that both the <civil and crimnal
proceedings are nmintainable in respect of same set of facts.
The two types of actions are quite different in content, scope
and i nport.

21.In view of the above, the |earned counsel for the 2nd
respondent prayed for dism ssal of the Quash Petition.

22. The | earned CGovernnent Advocate (Crl. Side) appearing
on behalf of the 1st respondent Police submtted that in the
present case, FIR registered only on 02.03.2021. | medi ately on
registration of the same, the petitioners filed this petition
during the nonth of April 2021 leaving little time for the 1st
respondent Police to conduct investigation. On the conplaint,
the 1st respondent Police finding cognizable offence, registered
a case in Crinme No.41 of 2021, for offence under Section 420 |PC
The Hon'ble Apex Court in the case of “State of Neeharika
Infrastructure Versus State of Mharashtra reported in 2021 SCC
OnLine SC 315", had given certain guidelines and held that only
in rarest of rare cases, the FIR can be quashed. The facts of
the above case does not fall under the rarest of rare cases or
within the paranmeters laid by the Hon' ble Apex Court in the case
of “State of Haryana Versus Bhajan Lal and another reported in
1992 SCC (Crl) 426”.

23. The | earned CGovernnment Advocate further submtted that
the petitioner entered into the job agreenents wth the 2nd
respondent for extracting iron ore in the year 2005. The m ning
licence ML.No.1266 is not for extracting iron ore and the said
Chennakesava Reddy, who is the brother of the 1st petitioner did
not have any permssion to extract iron ore. Wen the job
agreenent was executed, the amount of Rs.50 |akhs by way of
demand draft remtted to the petitioners as refundable security
deposi t. Thus, the petitioners had deceived the 2nd respondent
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to part with Rs.50 lakhs at the tinme of execution of the job
agreenent. The job agreenent was entered between the petitioners
and the 2nd respondent for a period of twenty years. Duri ng
extraction, it was found that the nanganese ore in its individual
form cannot be extracted from the nmning area of Chennakesava
Reddy, since the nanganese band runs parallel close to iron ore
band and therefore, both the mnerals have to be sinultaneously
extracted. Further, the said Chennakesava Reddy did not have any
perm ssion to extract iron ore and there was no possibility of
extraction of manganese ore individually wthout mning iron ore.
The 1st petitioner knowing well that there is no permssion to
extract the iron ore, induced the 2nd respondent w th dishonest
intention to enter into the job work agreenent dated 11.11.2005
by m srepresenting that there were m nerable nmanganese reserves
in the mning |ease, cheated and defrauded the 2nd respondent.
Further, the pendency of the Arbitration Proceedings would not
affect the investigation to proceed further.

24. The proceedings of the Conpany Petition between the
parties is for different relief. The subject matter in the
present conplaint is not simlar with any of the proceedings
bet ween the parties.

25.Wth regard to the point of jurisdiction raised by the
| earned counsel for the petitioners, the |earned Governnent
Advocate submtted that the Apex Court in the case of “Satvinder
Kaur Versus State (Government of NCT of Delhi) and another
reported in (1999) 8 SCC 728" held that the Police officers is
conpetent to investigate any cognizable offence and if he cones
to conclusion that the crine was conmtted beyond its territorial
jurisdiction, the Investigating Oficer can forward the case to
the Police station having jurisdiction. In this case, the point
rai sed by the | earned counsel for the petitioners with regard to
the point of jurisdiction is m splaced.

26. Thus, the investigation is at the initial stage and
not permtting the Investigation Oficer to conduct investigation
would anmount to curtailing the powers of the Investigating
Oficers.

27.1n support of his subm ssions, the |earned CGovernnent
Advocate relied on the decision of the Hon' ble Apex Court in the
case of “State of Orissa and others Versus Ujjal Kumar Burdhan
reported in (2012) 4 Suprenme Court Cases 547" wherein the
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exi stence of arbitration agreenment or arbitration proceedings
cannot take away the crimnal acts out of jurisdiction of the
Courts.

28.In view of the above subni ssion, he strongly opposed
the quashing of FIR against the petitioner and prayed for
necessary direction.

29. This Court considered the rival subm ssi ons and
perused the nmaterials available on record.

30.1t is admtted fact that the job agreenent entered
bet ween the petitioners and the 2nd respondent on 15.10.2005 and
subsequent to it, another job agreenent executed on 11.11.2005.

31. The crux and ingredients of the agreenment is that the
1st petitioner's father |ate Narasi Reddy was hol di ng vast tracks
of lands having mne ore deposits including iron ore, manganese
ore etc. During famly partition, the 1st petitioner's brother
Chennakesava Reddy was apportioned with their mning |ands.
Thereafter, the 1st petitioner and his brother as confirmng
party, entered into the job agreenment with the 2nd respondent.
In the first job agreenment, there is nention for extraction of
iron ore by the 2nd respondent for a period which shall be co-
termnus with the terns of renewed mning |icence. The renova
of ore shall be at the rate of Rs.250/- netric tones for the
first three years and there will be upward revision of every
three years of 10% till the expiry of the mning |ease granted.
The renoval of iron ore shall be based on the actual weighnment
made at the conpany's weigh bridge at site. Further, in the
agreenent various other clauses are included. As per the first
agreenent, the amobunt of Rs.50 |akhs was paid as refundable
security deposit. The second job agreenent dated 11.11.2005 is a
detailed one, wherein it is found that the perm ssion granted by
the Director of Mnes & GCeology, vide, his order, dated
28.10. 2004 permtting to mne iron ore along with manganese is
clearly nmentioned. Further, w thdrawal of perm ssion on
07.12.2004 and subsequently, getting stay order from the
Kar nat aka Hi gh Court and thereafter, commencing mning operation
and the subject of mning area filing under mning |icense
M L. No. 1266 are found. In both job agreenents, it is nentioned
about renoval of iron ore, nanganese ore and other associate
mnerals for a period of twenty years pertaining to the mning
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licence ML.No.1266. The nonthly m nimum renoval has been fixed
at 20,000 ton of iron ore at the rate of Rs.100/- per ton for the
first three years and an upward revision of 5% for every three
years till the expiry of the mning |ease. The refundable
security deposit of Rs.50/- |akhs has been reiterated and the
agreenent was binding on the parties for the period of twenty
years i.e., till the year of 2025. Thereafter, the mning
licence, which was in the nane of the petitioner's brother
Chennakesava Reddy was cancelled through the deed of revocation
of the power of attorney, dated 23.04.2008. This necessitated
the 1st petitioner to file a suit in O S No.7374 of 2008 agai nst
his brother Chennakesava Reddy, the 2nd respondent conpany and
its associate Ms.Trans India Shipping Service Private Limted
seeking for a declaration that the deed of revocation of power of
attorney dated 23.04.2008 executed by Chennakesava Reddy is not
bi nding on the 1st petitioner and sought permanent injunction to
restrai n Chennakesava Reddy or his agents fromentering into any

transaction in relation to the mning |eases. Thereafter, the
mning licence was transferred to the conpany in the nane of
M s. Shri Lakshm Narasimha Mning Conpany Private Limted,
Bangal ore. The 2nd respondent and its nom nees were nade as
Directors of Ms.Shri Lakshm Narisimha M ning Conpany Private
Limted, Bangal ore. During the pendency of the suit, a

Menor andum of Conpromise was filed and the learned Gty Gvil
Judge, Bangal ore on 30.01. 2009 recorded as foll ows: -

“The 1st plaintiff, 2nd plaintiff represented through 1st
plaintiff, 1st defendant, 2nd deft. represented through its
Manager, namely Narayanagowda 3rd deft. represented through the
CEO nanely R Swarup reddy and respective advocate of the
plaintiffs and defendants present before the Court. The
authority letter issued by the 2nd plaintiff, 2nd deft. and 3rd
deft. produced before the Court.

The plaintiffs and the defendants submits that they have
got conpron sed the case as filed the conprom se petition UWo 23
rule 3 of C P.C | read this conprom se petition, both the
parties in the open Court in presence of their respective
advocat es. Both the parties admt the <contents of this
conprom se petition as true and correct. 1st deft. also admts
the receipt of two cheques and a D.D for total sumof Rs.2 Crore
50 lakh as nentioned in the conprom se petition. Hence, | pass
the foll ow ng order.
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ORDER

In view of the conprom se between the parties suit of the
plaintiffs be decreed in terns of the conprom se petition. Dr aw
the decree accordingly.

Ref und half of the Court fee to the plaintiffs.”

32. The 2nd respondent is the 2nd defendant in the suit
and the 3rd defendant is its associate viz., Ms.Trans India
Shi pping Private Limted, Chennai. As per the conprom se, the
m ning commenced from 16.11.2007 and the job work and the sale
agreenent were ratified. The extracted iron ore was sold to the
2nd respondent conpany, who in turn sold to Ms.Trans India
Shipping Service Private Limted as per terns set forth in the
sal e agreenent. Both the 2nd respondent and M s.Trans |India
Shi pping Service Private Limted are interconnected undertakings
pronoted and owned directly/indirectly by R Swarup Reddy, Yathin
Reddy, Jansi Reddy and |Inran Pasha, who are fromone famly. The
m ned ores are val ued several crores and made profit out of it.

33.In the course of operation, they also got into the
real estate business. The petitioners purchased vast tracks of
| and and continued their business. Due to change of Law, the
m ning could not be done from July 2011 onwards, since there was
a ban on enploynent of raising contractors. In the neanwhile,
there have been nom nation of directors, subscription of shares
of the business were done. In these transactions, dispute
aroused in the manner in which the neetings were held and the
busi ness carried out. Later, the petitioners found the forgery
commtted by the 2nd respondent and huge sunms of noney siphoned
out with false account. Therefore, the Conpany Petitions were
filed before the National Conpany Law Tribunal, Bangalore in
C.P.Nos.59 of 2014 & 9 of 2016. The National Conpany Law
Tri bunal , Bangal ore had gone in detail with regard to the dispute
of convening the board neetings, allotnent of shares, approval of
bal ance sheet and its accounts. Later, in the Conpany
Proceedi ngs independent Auditor Ms.Bramaiha and Conpany was
nom nat ed, who conducted enquiry and found siphoni ng of huge suns
of noney.

34.In the Arbitration Proceedings initiated by the 2nd

respondent, the dispute regarding paynent nade between the 2nd
respondent and Ms. Shri Lakshm Narasimha M ning Conpany Private
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Limted are adjudicated. This Arbitration Proceedings is wth
regard to the dispute in statenent of accounts for mning, sale
of ore, sharing of paynent of royalty and ot her anounts as agreed
in the job agreenent and further, serious doubts are cast on
several debit notes. The 2nd respondent had clarified the sane
by issuing detailed clarification to all the debit notes along

with the statement of accounts which is disputed. Further, the
2nd respondent already remtted the incone tax on the debit funds
rai sed and settled the accounts. The 2nd respondent availing

benefit of incone tax on these anobunts by projecting as expenses
in the books of accounts cannot be the reason to discard the
i ndependent audit report. Taking shield on paynent of incone tax

and availing benefit will not absolve the m sappropriation and
this claim is not acceptable. Now the petitioners disclaimng
this expense is only to avoid repaynent of security deposit which
is not acceptable. In the arbitration proceedings, the 2nd

respondent made a claim of around Rs.4 Crores from Ms. Shri
Lakshm Narasi mha M ning Conpany Private Limted, Bangal ore.

35.On perusal of the claimpetition, counter claimof the
respondent in the arbitration proceedings and also from the
Conpany Petitions, it is seen that pursuant to the job agreenents
there have been further devel opnent in their business. Both the
2nd respondent and the petitioners have been carrying on their
busi ness by extracting iron ore and selling the sanme through
Ms.Trans India Shipping Service Private Limted, which were in
operation till cancellation of mning operation license by the
authorities. This being the fact, the petitioners cannot be
found fault wth. The business was running to several crores,
made profits and later, due to stoppage of mning business cane
to stand still, caused sone |o0ss. The subsequent business
association of the petitioners and the 2nd respondent had
conpl etely changed the nature of job agreenments and the initia
j ob agreenent got subnerged.

36. The refundabl e security deposit has got subnerged into
the other transactions, the licence which was in individual nane
|ater transferred in the nane Ms. Shri Lakshm Narasinmha Private
Limted Conpany, wherein the petitioners as well as the famly
menbers of the 2nd respondent, Directors becane part of it
carrying on their business and later, the paynments nmade. The
Audit Report of M s.Bramai ha and Conpany has given a finding of
m sappropriation of funds and there is dispute between the
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petitioners and the 2nd respondent over the sane.

37.The job agreenents of the year 2005 got transferred
into subsequent agreenent and finally, got subnerged with the
m ni ng and ot her businesses. Non projecting the mneral deposits
and agreenent w thout proper mning |icense cannot be accepted,
since the business was successfully carried out between the
petitioners and the 2nd respondent conpany over the period of

time till the cancellation of mning licence by the statutory
authority. Now, reverting back and lodging a conplaint is
nothing but to spite venom to take revenge. The dispute is
commercial dispute between them In this case, the private

busi ness transacti ons have been given crimnal col our.

38.In view of the above, this Court <conmes to the
conclusion that the FIR even is taken at face value and accepted
inits entirety do not prina facie constitute any offence or case
against the petitioners. The FIR against the petitioners is
maliciously instituted with an wulterior notive for weaking
vengeance on them and with a view to spite them due to private
and personal grudge. Hence, the continuation of the crimnal
proceedings would anpbunt to abuse of process of |aw and
m scarri age of justice.

39.In the result, this Cimnal Oiginal Petition is
allowed and the FIR in Crine No.61 of 2021 pending on the file of
the 1st respondent is hereby quashed. Consequently, the
connected Crimnal M scell aneous Petition is closed.

Sd/ -
Assi stant Registrar(CS-VII)

/'l True Copy//

Sub Assistant Registrar
vv2

To
1. The I nspector of Police,
EDF-1 Wng, Team|,

Central Crine Branch,
Vepery, Chennai-600 007.
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2. The Public Prosecutor,
H gh Court, Madras.

+lcc to Ms.K Vijaya Suresh, Advocate, S.R No.36905
+lcc to Ms.Gridhar & Sai, Advocate, S.R No.36423

Crl.QO P.No. 7913 of 2021

JP-11(CO
SB( 24/ 08/ 2021)
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