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IN THE HIGH COURT FOR THE STATE OF TELANGANA
AT HYDERABAD

TUESDAY,THE FOURTH DAY OF NOVEMBER
TWO THOUSAND AND TVVENTY FIVE

PRESENT

THE HONOURABLE SRI JUSTICE J. SREENIVAS RAO

CRIMINAL PETITION NO:7258 OF 2O2O

Between:

1. V. Murali Krishna, Managing Director, M/s. Satya Kalyan Constructions
Private Limited, Having its regd. Office al, 8-2-29311741N16, B.N. Reddy
Colony, Road No. 14, Baniara Hills, Hyderabad.

2. V. Satya Kalyan, Director, M/s. Satya Kalyan Constructions Private Limited.,
Having its regd. Office at, 8-2-29311741N16, R.N. Reddy Colony, Road No.
14, Banjara Hills, Hyderabad.

...PETITIONERS/ACCUSED No.1 & 2
AND

1. The State of Telangana Rep., by its Public Prosecutor, High court of
Telangana.

2. Pradeep Kilaru, Managing Director, M/s. Madhava Hytech lnfrastructures
(lndia) Pvt., Ltd., Office at 501, Panorama Mansion, Renuka Enclave,
Rajbhavan Road, Somajiguda, Hyderabad.

.RESPONDENT/ DEFACTO COMPLAINANT

' Petition under Section 482 o't Cr.P.C praying that in the circumstances

stated in the Memorandum of Grounds of Criminal Petition, the High Court may be

pleased to quash the proceedings against the Petitioners/ Accused No. 1 and 2 in

Cr. No. 88 of 2020 on the file of the SHO, Central Crime Station, Hyderabad.

l.A. NO: 1 OF 2023

Between:

The State of Telangana rep.b y the Public Prosecutor, High Court at
Hyderabad Petitioner/ respondent

And

1. V. Murali Krishna, Managing Director, M/s. Satya Kalyan Constructions
Private Limited, Having its regd. Office at, 8-2-29311741N16, B.N. Reddy
Colony, Road No. 14, Baniara Hills, Hyderabad.
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2. V. Satva Kalvan. Director. M/s. Satya Kalyan Construclrons Private Limited.,
Having' its regd.'Office aL, 8-2-2931174/A/i6, R N. Reddy Colony, Road No.
14, Ba-njara H'ills, Hyderabad RespondenUAccused

Pradeep Kilaru, Managing Director, M/s. Madhava Hytec
(lndia) Pvt.. Ltd., Office at 501. Panorama Mansion, Ren
Rajbhlvan Road, Somaiiguda. Hyderabad.

Pradeep Kilaru, luanaging Director, M/s. Madhava Hytech lnfrasYuctures (lndia)
Pvt., Lti!., Office at 50i, Panorama Mansion, Renuka Enclave, Raibhavan Road,
Somajiguda, Hyclerabad. .. Petitioner/ Respondeni No. 2

And

1. V. Murali Krishna, Managing Director, M/s. Satya Kalyan Conskuctions
Private Limited, Having ittregd. Office at,8-2-2931174/A/16, BN Reddy
Colony, Road No. 14, Baniara Hills, Hyderabad.

2. V. Satya Kalyan, Director, M/s. Satya Kalyan Constructions Private Limited.'
Havind its regd. Office al,8-2-293n74lA/16, R.N. Reddy Colony, Road No.
14, Banjara H'ills, Hyderabad RespondenUAccused

3. The State of Telangana Rep., by its Public Prosecutor, High court of
Telangana. .. Respondents/ Respondents

3 h lnfrastructures
uka Enclave,

( R-3 is nr:t necessary party) .. Respondent/ Complainant

Petition under Section 482 of Cr.P.C praying that irr the circumstances
stated in the Memorandum of Grounds of Criminal Petition,the High Court may be
pleased to vacate the stay granted in Crl.P.No. 725812020 on the file of Hon'ble

High Court, dl. 2!.710112021

2021

Between:

Petition under Section 482 of Cr.P.C praying that in the circumstances
stated in the Memorandum of Grounds of Criminal Petition,the High Cou( may be
pleased to vacate the order dated 2710112021 in Crl Petition No 7248 of 2O2O in
the interest of justice .

N

Petition under Section 482 of Cr.P.C praying that in the circumstances
stated in the Memorandum of Grounds of Criminal Petition,the High Court may be
pleased to stay all further proceedings against the Petitioners/Accused No. 't and
2 in Cr. No. 88 of 2020 on the file of the SHO, Central Crime Station, Hyderabad.
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This Petition coming on for hearing,upon perusing the Memorandum of
Grounds of Criminal Petition and upon hearing the arguments of Sri G. VAMSHI
KRISHNA, Advocate for the Petitioners and Sri M. Vivekananda Reddy, Asst.

Public Prosecutor on behalf of the Respondent No.1 and of Sri K.S. Rahul
Advocate for the Respondent No. 2

The Court made the following ORDER:

2025:TSHC:41093



THE HONOURABLE SRI JUSTICE J. SREENTVAS RAO

9RIMIIIAL tETrTroN No. 7258 of 2O2O

ORDEB:

This criminal Petition has been filed under Siectio n 4g2 of

the code of criminal Procedure, rgz3, (for short, ,the cr.p.c.)

by the petit;:oners/accused Nos.l and 2 seeking to quash the

proceedings in crime No.88 of 2o2o of central c)rime Station,

Hyderabad, .registered for the offences r:.nd.er Sections 406 and

42o of the Indian Penal code, 1860 (for short, 'the lpc').

2. Brief facts of tl-e case:

2-1. Respondent No.2 is the Managing Direcr..r of M/s.

Madhava Hyr:ectr lnfrastructures (India) private Lirnited lodged

a complaint stating that he entered into a subcontract

agreement derted 24.oL.2o15 with the petitioners, s,ho are the

Managing Director aud Director of M/s.S,t.ya Kalyan

Constructions; Private Limited, for the constructio, of a bridge

across the Hagari River on the Ravari-Belur State Ftighrvay (sH-

63) at Siriguppa, Bellary District. Karnataka. As pr:r. the terms

of the agreement, respondent No.2 has to pay the l:ill amounts

to the company of the petitioners alter deductin g Svo service

charges. The substantial amounts rvere transferr-,:d through

bank transactions under running Bills Nos. B(1o), B(11), and

B(12) for purcJ:rase of 329.374 tons of TMT, 30 tons of HT Steel,

ior- construction of rarnp/embankrnent for bridge ap;:roach and
\ \.-z
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proposing recovery of Rs.1,65,05,0061- is being recovered from

the running account bills.

2.2. However, the petitioners pqrchased lesser quantities of

steel and other materials and diverted the same to their private

projects. The petitioners have also failed to execute the agreed

work and dishonestly retained certain construction equipment,

such as, hydraulic jacks, shutter vibrators, chain pulleys, and

other accessories worth approxirnately Rs.21 lakhs.

2.3. Respondent No.2 further stated that despite receiving an

amount of Rs.3,86,36,723f -, tlne petitioners did not cornplete

the work and have caused a loss of Rs.2,99,32,858/- to him'

The petitioners by playing fraud had caused loss to a tune of

Rs.3,2O,32,858/- to his company. Basing upon the same, he

fited a complaint before the Central Crirne Station, Hyderabad,

which was registered as crime No. 88 of 2O2O on 31.O7.2O2O

for offences punishable under Sections 406 and 42O of the IPC.

3. Heard Mr. V. Murali Manohar, learned cottnsel,

represerating Mr. G. Vamshi Krishna, learned counsel for the

petitioners, Mr. B. Nalin Kgmar, learned Senior counsel,

representing Mr. K. S. Rahul, learned counsel for respondent

No.2, and. Mr. M. Vivekananda Reddy, learned Assistant Public

Prosecutor appea.ring for respondent No.1 State'

/
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f the edc for
rretit: ners:

4.L. Learned counsel submitted that the petitioners have not

committed any offence and there are no speci ft<: ouert acts or

instances against the petitioners to attract the ingredients

under sections 406 and 42o of the Ipc. He further submitted

that the nilture of the allegations made in the complaint are

purely civil in natllre, arising out of a contract agreement dated

24.01-2015 entered by respondent No.2 company with the

petitioners' cornpany namely M/s. Satya Kalyan constructions

Pvt. Ltd., r,3presented by its Managing Director, in respect of

construction of a bridge across Hagari River on_ Raravi_Belur

Road (State Highway-63) in siruguppa Taluk, Beltary District,

Karnataka ert Bangalore.

4-2. He further submitted that the petitioners commenced the

work in 2c 15 and completed a substantial pr>rtion of the

project. Hovzever, the remaining work could not be completed

within the stipulated period, since the required land was not

rnade available. The petitioners had executed the, work worth

about Rs.1 1.45 crores, orlt of which Rs.lo.gg cror.c:s was paid,

and the balence work worth of Rs.57 lakhs is still pending.

Respondent No. 2, rvithout consid.ering the above said facts,

erroneorrsly terminated the contract on 26.06.2016, on the

other hand filed a cornplaint on 3l.or.2o2o, nearl.y after four
years- The alleged offence under section 4o6 Ipc carries a

2025:TSHC:41093
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maximum punishment of three years, the complaint is barred

by limitation under section 468 Cr.P.C and respondent No'2

has not given any reason or explanation for ttris inord'inate

d.elaywithanobliquemotivetoimplicatethepetitionersto

resolve tkre civil disputes, which are not permitted under law'

4.3. He also submitted that there are major contradictions in

the complaint. Respondent No.2 claims non-execution of work

worth Rs.2,99,32,858/-, simultaneously admitted that only

Rs.1,65,05,006/- was recovered from thern' Furtkrer the Bank

GrraranteeswereinvokedbytheStateofKarnatakaon

22.12.2014, wkrich is prior to the agreement executed by the

petitioners and respond'ent No'2, however' the Government

subsequentty stopped invocation of the Bank Gr.arantee and

extend,ed the tirne for completion of the constmction work,

which proves ttrat the detay was not on the part of the

petitioners. Respondent No.2 in their arbitration proceedings

i.e.,A.A.No.oLof2016,admittedthattkredelayincompleting

the works was at the instance of the Government due to non

hand.ing over required land onlY'

4.4. He further submitted that as per ttre terms and

conditions of tkre contract agreement dated 24'Ol-'2015' if any

dispute arises between the parties' the same has to be resolved

by way of the arbitration and there is a specific arbitration

clause enumerated in the contract agreement' Without

\-

I
t
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invoking the arbitration clause, respondent No.1l had initiated

the crirninal proceedings and the same is contrar-y to the terms

and conditir:ns of the contract agreement.

4.5. He fuLrther submitted that petitioner No. 1, being the

Managing Director, and petitioner No.2, being ttre Director of

the company, have been arrayed as acctrsed onty because of

their official positions. The company is a separate legal entity

and in the absence of any specific ouert acrs o:: evidence to

shou, their personal involvement in the offence, they cannot be

held vicariorrsly liable for the acts of the comparly, merely by

virtue of the:Lr designation.

4.6. The learned counsel further submitted that even

according to the allegations made in the complaint, the contract

agreement dated 24.ol.2o1s was entered by ttre parties in
Karnataka, the execution of the project was in the same state

and the entire transaction between the parties has taken place

in Karnataka State and no part of callse of the action arises at

Hyderabad- In spite of the same, respondent N<>.2 rodged a

complaint before the centrar crime Station, Hyderabad, and

the Investigating officer is not having any a,thority or

jurisdiction to conduct investigation. Under section LT7

Cr.P.C., ever\/ offence shall be

Court within u,hose jurisd.iction

submitted that regPondent No.

inquired into and tried by the

it was committed. He further

1 filed corJnter, vvherein it is

2025:TSHC:41093
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specifically stated that after vacating the stay in the present

criminal petition, the case will be transferred to Karnataka

State on the point of jurisdiction. Hence, the complaint filed by

respondent No.2 before the Central Crime Police Station lacks

jurisdiction.

4.7. He further submitted that there are no specilic allegations

against tlr.e petitioners and the allegations are pertaining to

non-performance of contractual obligations without any

element of deception or dishonest intention at the inception. It

is untenable under law to criminalize a commercial transaction

merely because there are civil disputes existing between the

parties. Henie the F.I.R is liab1e to be quashed.

4.8. In support of his contention, he relicd upon the

jr. dgments:

1. Sunil Bharti Mittal v. Central bureau of
Investigationt;

2. Sharon Michael and Ors v. State of Tamil Nadu

and Orsz;

3. Delhi Race Club (194()1 Ltd. And Ors v. State of
Uttar Pradesh and Ors.s;

4. Madhawrao Jiwajirao Scindia and Ors v.

SarnbhaJirao Chandrojirao Angre and Ors.+;

r 12015) 4 SCC 609
2 (2009) 3 SCC 375
t 12024) 10 scc 690
4 (1988) 1 SCC 692

i* Qa

/
I

i

1

!

i
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State of Haryana and Ors. w. Ch. Bhajan Lal and
Ors.si

Y.Abraham AJith and Ors w. Inspector of police,
Chennai and Ors.6;

Hasrnukhlal D. Vora and another v. State of
Tarnil Nadu.z

Hridaya RaJan Prasad Verma and Ors v. State of
Bihar and Anothers; and

Narestr Kurnar and Another w. State of Karnataka
and Anothers.

5. Su ions of the learned unsel for respondent No.2:

5.1. Learnt:d Senior counsel for respondent No.2 submitted

that the complaint discloses specific allegations constituting

offences Lrn,cer sections 406 and 42o of the Ipc against the

petitioners. The respondent No.2,s cornpany, r:etmely, M/s.

Madhava H'ytech Infrastructures (India) private Limited, had

entrusted c()nstrllction of bridge work across Hagari River on

Raravi-Bellur Road (state Highway-63) in Siruguppa Taluk,

Bellary District, Karnataka, to petitioner No. 1,s company,

namely, lvl/ s. satya Kalyan constructions private Limited,

through a contract agreement dated 24 .o 1 . 20 1 s. The

petitioners, being the Managing Director and Director,

especially thr:y are father and son, were in complete control of

5

6

7

8

9

s 1992Supp(1)SCC335
6 (2004) B SCC 100
7 (2022) 15 SCC 16+
B (2000) 4 SCC 168
e 2024 SCC OnLine :;C 269

*',*
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the affairs of the cornpany and were personally involved in the

execrrtion of the work and the financial transactions connected

therewith.

5.2. He further submitted that under the terms and conditions

of the contract agreement, respondent No'2's company was to

pay the amounts received from the Karnataka Government to

the petitioners' cornpany after ded'ucting 5olo towards service

charges.Accordingly,substantialamountsweretransferred

through regular banking channels towards execution of the

work and purchase of steel and other constmction materials'

However, against the said payments, only a small quantity of

material was pLrrchased and later on, the said material was also

diverted to their personal project'

5.3. He further submitted that under running Bill No'B(1O),

an amount of Rs.2, L4,44,g44/- was released towards purchase

of 329.374 tons of TMT steel and 30 tons of HT steel' After

d.educting }yo, the balance amount was transferred to the

petitioners' bank account for procurernent of the same'

However, the petitioners purchased only L2O tons and later

shifted the entire material to their private premises at

Tekkalakote, Bellary, and thereafter to their other project at

Visakhapatnam. Similarly, under running Bill No'B(11)' a

ftrrther 
*a;1ount of Rs.65,87,gL4/- was transferred for

I
!
I

I
I
I
I
,)
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embankme nt work, but the petitioners failed to utt.ilize it for the

intended p'urpose and misappropriated.

5.4. He also subrnitted that apart from diverting materiars and

misusing ftrnds, the petitioners also took away hydraulic jacks,

shutter vibrat-ors, chain pulleys, and other.dccessories valued

at approxirnateiy Rs.21,oo,ooo/- from respondent No.2,s site

and failed to return them despite repeated r.equests. The

petitioners ilbandoned the work rnidway, resulting in huge loss,

and recovory proceedings have being initiated by the

Department. frorn respondent No.2's company runreing bills and

respondent No.2 was compelled to initiate legal ar:tion after all

efforts to resrolve the issue failed.

5.5. He further contended that the allegations made in the

cornplaint clearly indicate a dishonest intention on the part of

the petition,:rs frorn the inception of the transaction. The

petitioners induced respondent No.2 to give them large sums of

money on the false representation that the amounts would. be

used for corr:ipletion of work and procurement of material, but
instead, thel' diverted the same for their personal use. The

conduct of the petitioners, in taking advance payr-nents and

thereafter failing to perform the work, squarely attract the

ingredients of cheating and criminal breach of trust under
Sections 406 and 42O of the IpC.

-4i
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5.6. Learned Senior Counsel vehemently contended that the

existence of a civil remedy does not preclude the party to

initiate crirninal proceedings when elements of deception and

dishonest inducement are evident from inception. The

allegations are supported by docurnentar5z bvidence, including

mnning account bills, bank transfer records, and statements of

the witnesses and site personnel, all of which demonstrate that

the petitioners had mis-used, misappropriated the funds and

retained the equipment entmsted to them'

5.7. He further submitted that the petitioners have already

given reply to the notice issued under section 4L-A Cr.P.C.

when the investigation is l. nder progress, the petitioners have

filed this criminal petition and all the contentions raised by the

petitioners are d.isputed facts and the same cannot be

adjudicated at the stage of crime and the real tmth will come

out after investigation onlY.

S.S.LearnedSeniorCorrnselcontendedthattheF.I.R.

discloses a clear primafacie case and that the petitioners, being

directly responsible for the financial and operational decisions

of the company, cannot escape criminal liability by merely

taking shelter under the corporate stflrctrrre. The plea that the

matter is civil in nature is misconceived, as the dishonest

intentionofthepetitionersisevidentfromtLreinception.

Hence, the Criminal Petition is liable d'ismissed'- 
-

\_l
I
i

i
I
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5'9. In support of his contention, he relied upon the

.judgments:

1. rridiurn India Telecorn Lirnited v. Motorola
fncorporated and Ors.ro;

2. Interlink pvt. Ltd. v. Llnion of fndialr;

3. Neeharika rnfrastrutre private Limited v. state
of Maharashtra and Ors.12;

4. .Mahendra K-c. v. state of Karanataka and ors.r3;

5. Priti saraf and ors. v. state (NCT of Delhit and
Ors.ra; and

6- shantaben Bhurabhai Bhuriya v. Anand Athabhai
Chaudtrari and Ors. rs

6. Learned Assistant public prosecutor has reiterated the

submissions of respondent No.2.

Analvsis

7. Having; considered the rival submissions made by the

respective pzrrties and after perusal of the material available on

record, it reveals that the petitioners are Managing Director and

Director of their own company i.e. M/s.satya Kalyan

constructions Private Lirnited. petitioners, company entered

into a contract with respondent No.2's company through

contract agroement dated 24-01.2o15, as the contract work,

narnely, construction of a bridge across the Hagari River on the

to (2011) 1 SCC 74
1t Manu/OR /L024i2025
t2 (202t) 19 SCC 401
13 (2022) 2 SCC 1.29
r+ 7202L) 16 SCC 142
rs 12022) 15 SCC 228
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Ravari-Belur state Highway (sH-63) at Siriguppa, Bellary

District, Karnataka, which was award.ed in favour of respondent

No.2's company by the Government of Karnataka on

09.O L.2Ol3. According to the parties, the petitioners are

required to execute the above said work.' As per the said

contract agreement, respondent No'2's company is required to

pay the amounts received through bills frorn the Government of

Karnataka after deducting 5olo of the service charges to the

petitioners and if there is any breach of terms and conditions of

the contract agreernent or d.elay in execution of the work, the

parties are required to pay the damages'

8. From perusal of the complaint, it reveals that respondent

No.2 specifically stated that they have received an amount of

Rs.2, I4,44,g44/- through Bill No.B(10) towards purchase of

32g.374 tons of TMT and 30 tons of HT steel from Governrnent

of Karnataka. The above said amortnt was transferred to the

petitioners, bank account by deducting 5o/o of the serwice

charges. However, the petitioners have purchased a small

quantity of rnaterial, approximately 120 tons, and later they

diverted the said material to their stone qu'arry located

Tekkalkota, Karnataka, later it was shifted to their office in

Kalian Farms, Bellari Hombavi, laear sP circle on Raictrlrr

Bel.lary road and later also shifted to their construction

company aPaJJlment project in Visakhapatnam' It is also stated

received an amount of

I
\

that resPondent No.2's comPany
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Rs.65,87,914/- through account Bill No.B(11) f,:,r construction

of rarnp/ernbankrnent for bridge and the said arnount was also

transferred to the petitioners' account after deducting so/o of the

service che.rges and the petitioners have not utitized it for the

work whiclr was entrusted to their company ancl they misused

the same. Further, the petitioners have taken Hwclraulic jacks,

shutter vibrators, chainpully and other accessoj:ies valued at

Rs.21,oo,ooo /- frorn respondent No.2, but they clid not return

the said equipment. Due to delay in progress of work, the

Departmenr. had issued running account Bill No.B(12)

proposing recovery of Rs.l,65,os,006/ - from the running

account bills of respondent No.2's company. It is further stated

that the petitioners have received an aggretlate surn of

Rs.3,86,36,',723/-, orlt of which Rs.2,99,32,g55/ _, .was mis_used

and they failed to purchase the material nor exe(:ute the work

as required to be done, as per the terms and conrlitions of the

contract agreement. It is specilically stated that the petitioners

have cheate,d with a dishonest intention from the date of

inception while entering into the contract agreerrrent and the

arnounts which were transferred by respondent l.lo.2 has not

been utilized for the purpose of purchasing the material and the

meager rnate,rial purchased by the petitioners through the said

funds was also shifted to their own project.

9. The record reveals that Investigating officer had issued a

notice under Section 4L-A of the cr.p.c. to the petitioners on
/t

I

_/
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06.11 .2o2o and pursuant to the same, the petitioners

submittedareplyonlL.L2.2o2o,Thelnvestigatingofficerhas

examined LWs. I to 4 and recorded. their statements' when the

investigation is under progress' the petitioners have

approached'thisCorrrtandfiledthepresentCriminalPetition.

10. The core contention of learned counsel for the petitioners

thatthecontractagreementdated24.o|.2oL5wasterminated

by respond'ent No.2 on 26'06'2016 and frled the present

complainton3l.o7.2o2oafterlapseofmorethanfouryears

and the sarne is barred by limitation as per the provisions of

Section 468 of the cr.p.c is concerned, respondent No-2 stated

inthecomplaintthatthepetitionerswithadishonestintention,

misused the funds transferred by him, and purchased meager

materialandlaterttreSamewasshiftedtotheirownproject

andalsofailed.toretrrrntheequiprnentandthatassoonashe

came to know about said illegalities and fraudulent activities'

he lodged the Present comPlaint'

ll.ItisrelevanttomentionthatinSarahMathewv.Institute

of cardio-Vascular Diseasesl6, the constitutional Bench of the

Hon,ble supreme court has clearly held that the period of

limitation is to be calculated from the date of filing of the complaint

or charge-sheet, not from the date of the FIR or the date of

cognizance.TheCourtfurtherclarifiedthatthebaroflimitation

'6 
(2014) 2 SCC 62

q \v

R
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does not alfect the investigation process. Like,*,ise:, in Assistant

collector of customs v. L.R. MelwanilT, the constitutional

Bench of the Hon'ble Apex court has observed that mere delay in

filing a complaint cannot by itserf be a ground to quash

proceedings and may only be considered during trierl. In vanka

Radhamanohari v. vanka Venkata Reddyrs, the Hon,ble Apex

court also held that when any of the offences alleged is punishable

with imprisonment of more than three years, the entire prosecution

is clutside the scope of limitation. In the present case, the offence

under section 42o of the Ipc is punishable with imr:,risonment up

to seven yez..s. Therefore, this court is of the ,riew that the

petitioners are not entitled to seek quash the crime on the ground

of delay in lo<lging the complaint at this stage.

12. In rras,rnuktrlal D. vora supra., the Flon'bk: Apex co..rt
while referring to the judgment Bijoy Singh v. state of
Biharrs, helcl that where inordinate and .- nexpiairred delay in
prosecution can indicate rnala fid.e intent and be, fatal to the
case. whe. there is no explanation offered for: the delay,

leading the court to infer a possible sinister motive.

Emphasi zing that criminal proceeding must serve. justice and
not be used to harass, the court quashed thr: compraint
proceedings pending in the Metropolitan Magistrate,s gorrt. In
r7 I9(:8 SCC OnLine SC 16l
r8 (1993) s scc 4
te (2002) 9 scc 147'
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the case on hand, the issue of delay in lodging the complaint is

a matter for investigation and trial, it cannot be decided at this

stage, as there are specific allegations against the petitioners.

13. tn Shantaben Bhurabtrai Bhuriya s'ttpra, the Hon'ble

Supreme Court held that a delay in lodging an FIR or complaint

cannot by itself be a ground to quash crirninal proceedings

under Section 482 CrPC. The Court clarified that the issue of

delay is a matter of evideuce to be examined during trial, where

the complainant can be questioned about and explain the

reasorrs for such d,elay during cross-examination. Therefore, the

mere fact that the FIR or complaint was filed belatedly does not

justify the quashing of proceedings at the threshold; as such

d.eterminations require appreciation of facts and evidence,

which falls within the domain of the trial court.

L4. Insofar as the other contention raised by the learned

counsel for the petitioners that lifting of corporate veil and

making the petitioners as an accused merely they are

discharging the official d.t.ties as Managing Director and

Director of the Company by invoking penal provisions is not

maintainable under law is concerned., the specific case of

respondent No.2 is that ttre petitioners are father and son

established the company and. they are marraging day-to-day

affairs of tLre company and their company entered into contract

they received a

{

agreemertrf gan respondent No.2's company. and

\
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huge amount from respondent No.2 and the1, nris-used the

amount an<l the same were not utilized for th,: purpose of

execurtiorr of the work and not purckrased the requrired. material

and they di.rerted the material into their personal project and

from the date of inception, there is a dishonest intention on

their part. Merely because the alleged acts wero carried out

under the rrame of a company, tkre petitioners cannot take

shelter beh;Lnd the doctrine of corporate personality. The

corporate vt--il may be lifted where it is alleged that the

individuals in control have themselves commir_ted acts of

misappropriertion or diversion of material. when specific

allegations are levelled against the petitioners abotrt their active

participation in mis-usage of funds and dishonest intention on

their part, this court is of the view that the petitioners are not

entitled to :;eek quash the proceedings on thr, ground of

corporate vei[.

15. In sunil Bharti Mittal and sharon Michael supra, t]ne

Hon'ble Supreme court reaffirmed the settled prirrciple of law

that a corrpil.ny, being a juristic person, may in<:ur criminal

Iiability throtrgh the doctrine of ..alter ego,,, wheret>_y t?re rnens

rea of those in control of its affairs is imputed to tLre company.

However, this doctrine cannot operate inversely to etttribute the

company's ac:ts or intent to its directors or officers. personal

crirninal liability of directors arises only where there is specific

material indicating their active participation with requisite
'-'i

-4i
I\
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o

mefls recl, or where a statutory provision expressly creates

vicarious liability and that in the absence of such statutory

backing or evidence of fraudulent intent, allegations arising out

of contractual disputes remain within the realm of civil law.

Thus, vicarioqs criminal liability cannot be presumed merely by

virtue of one's designation in the cornpany. In the present case,

the petitioners were in complete control of the affairs of ttre

company and were the direct beneficiaries of the amounts

released by the respondent No.2. Merely because the alleged

acts were carried oLrt under the name of a cornpany, the

petitioners cannot take shelter behind the doctrine of corporate

personality. The corporate veil may be lifted where it is alleged

that the individuals in control have themselves committed acts

of misappropriation or diversion of material. when specific

averrnents disclose their active participation and dishonest

intention, they cannot avoid criminal liability on the pretext

that the transactions were made in the company's name'

16. In Priti saraf sttpra, the Hon'ble Supreme court

reaffirmed that the existence of an arbitration claurse or the

initiation of arbitral proceedings does not bar or nullify criminal

prosecution if the allegations disclose the cornmission of an

offence. Referring to Trisuns Chernical Industry w. Rajesh

Agarwal and. Ors2O, t:.rle Court held. that arbitration is a civil

remedy for contract1.al breaches and cannot substitute or

20 (1999) 8 SCC 686
l-
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override the criminal process where the acts r:omplained of

constitute offences under law. An arbitrator has no jurisdiction

to try criminai charges, even if they arise out of the same

transaction The court emphasized that inrre.stigation and

crirninal proceedings should not be pre-emptecl or quashed

merely becal. se an arbitration mechanism exists, except in rare

cases \.r'her(: the complaint is patently frivolous or. malicious. It
further obsr:rved that the High court had errecl in failing to
consider th<: charge-sheet on record before concltrding that no

prima facie offe.ce was mad.e out, noting that sur:h issues can

only be properll, assessed. d.uring trial.

17 - In rridiurn rndia Telecorn Ltd. sttpra, the Hon,ble

Supreme cc,u't held that corporations are not linmrlne frorn
criminal prosecution merely because they are artificial entities
incapable ol' forming a mental state on their own. It was
observed that in jurisdictions governed by the rule: of law, s,ch
as the UK ared the US, corporate bodies can be helcl liable for
ciffences requiring mens recl (crirninal intent). The co,rt
affirmed thar: a corporation stands on the same r,roting as an
individual and may be convicted of both statutory tind. common
law offencesi, including those involving intent. corporate
crirninal liatrility arises when the offence is c.rnmitted in
connection with the business of the corporation by persons or
grolrps who eire in complete control of its affairs, srrch that the
company ca. be said to think and act through them. The

d44 
\'
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doctrine of "alter ego" was applied to attribute the guilty mind

and acts of those controlling individuals to the cor:poration

itseif, thereby establishing that companies can be criminally

liable where such intent is proved.

18. [n Interfink (P) Ltd. sLtprd, the Orissa High Court at

Cuttack, categorically hetd that a company can be prosecuted

for offences requiring mens rea, such as cheating and criminal

conspiracy under Sections 42O and l2O-B IPC. The Court

rejected the contention that a juristic person is incapable of

possessing criminal intent, observing that under Section 11 of

the Indian Penal Code, the term "person" includes a company.

19. Insofar as the other contentions raised by the learned

counsel for the petitioners that even according to the

allegations made in the complaint the offences under Sections

4O6 and 42O of the IPC were not rnade out and there is no

allegation of inducement or misrepresentation at the time of the

execution of the contract agreement and there is no

entmstment of property and also there is no allegation of

criminal breacLr of tmst and the nature of the allegations are

purely civil in nature and. as per the terms of contract,

respond.ent No.2 ought to have initiated arbitration proceedings

are concerned, respondent No.2 has made specific allegations

against the petitioners tkrat respondent No.2',s company

entmsted the work and transferred huge amounts fOr

I
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purchasing the material for exeiution of cc,ntract work,

however, the petitioners purchased small quant-,:), of material

and the said material subsequently was shifted rro their own

project and the petitioners with a dishonest intenr.ion mis-used

thc amounts. Basing on the above said allegations, this court
is of the r:onsidered view that prtma facie cliscloses the

ingredients of the offences under Sections 4o6 ar.cL 42o of the

IPC and mere existence of arbitration clause does not bar to
initiate crirninal proceedings when allegations disclose

commission of offence.

20. In Mahendra r(.c. supra, the Hon'ble su1>rerne cotrrt
held that '*,hile exercising powers under section 4t\2 crpc, the

High court must not act as a trial or appellate court by

weighing evidencc or testing the truth of allegar.ions. At the

quashing stage, the only test is whether the allegations in the

complaint, taken at face value, prima facie make out the

ingredients o.t-the alleged offence. The court criticized the High

court for exceeding its jurisdiction by assessing th,: veracity of

the suicide note and the complainant's statements without an

evidentiar5z record. Reiterating settled law, the cou.rt observed

that the inherent power under Section 482 is rvide trut must be

used sparingllr. and r,vith caution to prevent abuse ol.the process

of law or to secure the ends of justice. It further clarified that
the High court sho*ld apply two key tests while considering

quashing of an pffi tit whether the allegations, if tal<en as t*re

2025:TSHC:41093



22
a':

prima facie constitute a.n offence, and (ii) whettrer they are so

improbable that no reasonable person could conclr:de that

sufficient ground exists to proceed'

21. tn Hridaya Ranjan Prasad Verrna 1upr+ the Hon'ble

supreme court held that mere breach of contract does not

amount to cheating linless it is shown that the accused had a

fraudulent or dishonest intention at the very beginning of the

transaction. The Hon'ble sr.rpreme court explained that

cheatingrequiresproofofmensre6-atthetimeofinducement'

and later failure to keep a promise does not establisLr criminal

intent.Sincethecomplaintlackedallegationsshowingsuch

dishonestintent,thecriminalproceedingswerequashedaSan

abuse of process of law, the dispute being purely civil in natlrre'

22.InY.AbrahamAjithsupra,theHonbleSupremeCourt

held that territorial jurisdiction in criminal cases depends on

wheretheallegedoffenceoccrtrred.Thecomplaintfrledin

Chennai under Sections 4g8-A and 406 IPC was quashed

because no part of the catlse of action had arisen there; all

alleged.actstookplaceinNagercoil.TheCorrrtclarifredthat
.Cause of action,, in criminal law refers to the local area where

the offence was committed under section 177 Cr.P.c' and that

continuing offence provisions (section 1I78l were no-t applicable

in this case.
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23- In Naresh r(urnar sttf)ra, the Hon'ble suprerne court
quashed an FIR alleging cheating and breach cf trust in a

comrrrercizrl dispute over bicycle supply payments;, noting that

the issue was purely civil and had already ber:n settled by

compromise. The court emphasized that criminerl proceedings

cannot be u:;ed as a tool for harassment and that trnder Section

482 cr.P.c., High courts shourd quash cases thert. are civil in
nature but given a criminal colour. The court re:iterated that
intention to cheat must exist from the beginning, and a later

failure or non-payment does not amotrnt to a criminal offence.

24. In Delhi Race club (r94o) Ltd. stlpra, the Hon,bre

supreme c...rt quashed crirninal proceedings for offences

under secti.ns 406, 42o and l2oB Ipc arising from non-

payment of IRs.9,ll,434/- towards horse feed supplied to the

Delhi Race cl.-.b. The court held that even if all allegations were

accepted as trLle, no criminal offence was made out since the

dispute was purely civir in nat,re, concerning non-payment for
goods solcl. II reiterated that criminal breach of trust requires

entrurstment of property and dishonest rnisapproprizrtion, while

cheating requires dishonest intention at the inceotion of the

transaction both of which were absent. The court further
observed that mere failure to pay for goods or. breach of
contract canrrot constitute a criminal offence. It also clarified
that vicariours ,-liability of company directors cannot be
presumecl unless a statute expressly provides for it or there are
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specific allegations of personal involvement. Criticizing the High

court for non-application of mind, the Bench held that

summoning an accused is a serious matter requiring judicial

satisfaction based on sufficient material. consequently, the

Suprerne Court quashed the summoning order and FIR'

reaff,rrming that civil disputes should not be given a criminal

colour and that Courts must prevent misuse of criminal law for

recovery of moneY.

25. In Madhavrao Jiwaji Rao Scindia sllpra, the Hon,ble

Suprerne Court held that when a request is made to quash a

criminal prosecution at the initial stage, the key test is whether

the rrncontroverted allegations made in the complaint prima

facie establish an offence. The court must also consider

whetkrer it is expcdient and in the interest of justice to allow the

prosecution to continue. It observed that the criminal process

cannot be used for oblique or vexatious purposes, and if the

chances of conviction are bleak, it is proper to qr.ash the

proceed.ings everr at a preiiminary stage' The Court clarified

that wtrile a breach of tmst may give rise to both civil and

criminal liability, certain cases a.re predorninantly civil in

nature where the criminal ingredients are missing. Thus, the

court quashed the criminal proceed.ings to prevent misuse of

judicial process
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26. The re liance placed by the petitioners on Hridaya Ranjan

Prasad Verrna, Naresh I(urnar, Delhi Etace Club and

Madhavrao scindia are not applicabte to th.e facts and

circumstances of the case. In these cases, the ,cisputes that

were purely' civil in nature arising out of contraclr:al breaches,

without any allegation of fraudulent or dishonest intent at the

inception. whereas, in the present case, thert: are specifrc

allegations tlaat the petitioners, who are Managing Director and

Director, dj.verted materials and misappropriated funds

entrusted for the project, which, if accepted at face value,

disclose the ingredients of offences und.er Sections 4C,6 and, 42e

IPC.

27. In Neetrarika fnfrastructure, Mahendra I(.C., priti

Saraf, Shantaben Btrrrrabhai, rnterrink, and rridiurn supra,

the Hon'ble Supreme court held that the power to (lrrash under

section 482 (),r.P.c. should be exercised sparingly and only in

the rarest cases, that courts cannot assess ttre truth of

allegations at the investigation stage, and that existence of civil

remedies does not bar criminal proceedings '*rhere dishonest

intent is alleg,=d. Applying these principles, as the F IIR discloses

a prima facie case of rnisappropriation and dishones:t intention,

the investigation cannot be interfered rvith at this st:tge.

2a- The othe'r cont,>rrtion raised by the learned counsel for the

petitioners is that the entire cause of action arose at state of
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Karnatka i.e. execution of Contract Agreement between the

parties and execution of work place, whereas respondent No.2

lodged the complaint at Central Crime Station, Hyderabad, and

the sarne is not maintainable gnder law is concerned, the

specific allegation of the respondent No.2' company in the

complaint is that they transferred huge amount of

Rs.2, L4,44,g44 f -, Rs.65,87 ,gL4 / - into the accounts of the

petitioners by deducting Soh of the service charges and the said

accounts of the petitioners were situated. in Hyderabad, namely

IOB, Ad.arshnagar, Hyderabad, and the said arnounts were mis-

r. sed by the petitioners. The record further reveals that offices

of the petitioner's cornpany as well as respondent No.2's

company were sitr.rated in Hyderabad. It is already stated supra

that the investigating agency has comlrlenced the investigation

and exarnined four witnesses and issued notice under Section

4L-A of the cr.P.c. to the petitioners and they submitted reply.

This Court is of the considered view that basing on the

jurisdictional aspect, the petitioners are not entitled to seek

quashing of the proceedings, at this stage. In the event, the

investigating agency comes to the conclusion that further

investigation has to be done by the other jurisdictional police,

they will take appropriate steps in accordance with 1aw.
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29. In Siatish Dharrnu Rathod v. Ttre State of

Maharashtr:azt, the Division Bench of the Bornbay High Court,

referred to the Hon'ble Apex Court's judgment in Satvinder

Kaur v. Sta.te (Governrnent of NCT of Delhil2z, and held that

as per Section 156(21 of the Code of Criminal Procedure, no

police investigation can be questioned on the ground that the

police officer did not have territorial jurisdiction. The Court

explained ttrat even though Section 156(1) mentions territorial

limits, sub-s;ection (2) clearly stops courts frorn intr:rfering with

an investigation on that basis. The Court further held that an

FIR cannot be cancelled or quastred at the invesr_igation stage

only because the alleged offence may have happened outside

the lirnits ol' that police station. After the investigation, if the

officer finds that the offence took place in another ilrea, he can

transfer the FIR to the correct police station. There:fore, this is

court of the consider view that the High Court should not

interfere witle investigation under Section 482 Cr.[,.C. only on

the ground of territorial jurisdiction.

30. It is a.lready stated supra that whether there is any

dishonest intention on the part of the petitioners, rvhether they

have misused the amounts, '*,hich were re'leived from

respondent .No.2 and diverted the material int<> their own

2t2017 SCC Online Bom 186

22 (t999) B SCC 728
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project or not, are dispqted facts and the saIIIe have to be

revealed during the course of investigation, especially the

investigation is under progress. Hence, this Court is of the

considered view that the petitioners are not entitled to seek

quashing of the proceedings at this stage.

3 1. It is trite law that the power under Section 482 of tl:Ie

Code of Criminal Procedure to quash the First Inforrnation

Report is to be exercised sparingly and with great cal.tion, and

only in the rarest of rare cases where the allegations in tkre FIR,

prima facie, do not disclose the commission of any offence. ln

State of Haryana v. Bhajan Lal23, the Hon'ble Supreme Court has

issued a note of caution that such extraordinary power cannot

be invoked to stifle a legitimate investigation or to embark upon

an inquiry into the truth or otherwise of the allegations. An FIR

is not required to be an encyclopaedia of all facts relating to the

alleged offence. It is only intended to set the criminal law in

motion and to enable the investigating agerrcy to collect

rnaterial to ascertain the truth of the allegations' In the present

case, the investigation is still in progress and, tkrerefore, this

Corrrt cannot at this stage go into the merits of the allegations

made in the FIR.

32. For the foregoing reasons as well as the principles laid

d.own ts*Q. Hon'ble Apex Court sl)pra, this court does not find
-'....

t-

i
zz (19921Supp (1) SCC 33s
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anl/ ground to quash the proceedings in F.I.R.No.t]g of 2e2o on

the file of tlre central crime Station, Hyderabad, by exercising

the powers r:onferred under Sectio. 4g2 of the cr..p.c. and the
same is liable to be dismissed.

33' Accordinglv, the criminar petition is disrrrissed. It is
needless to observe ttrat any of the observations mad.e in this
order are only confined for the purpose of deciding r_rris case.

Miscellaneous applications, pending if an5,, shall stand
closed.
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