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CASE NO. :
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PETI TI ONER:
Sout hern Steel Ltd. & OGthers
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Jindal Vijayanagar Steel Ltd
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BENCH:
Tarun Chatterjee & Dal veer Bhandari
JUDGVENT:
JUDGVENT
NON- REPORTABLE
I N THE SUPREME COURT OF | NDI A
CRI M NAL APPELLATE JURI SDI CTI ON
CRI' M NAL APPEAL NGCs. 845-846 OF 2008.
[Arising out of SLP (Crl.) Nos.2351-2352 of 2005]
Southern Steel Ltd. & Others .. Appellants
Ver sus

Jindal Vijayanagar Steel Ltd. .. Respondent

JUDGVENT
Dal veer Bhandari, J.
1. Leave granted in both these Special Leave Petitions.
2. These appeal s are directed agai nst the judgnent dated

3.1.2005 of the Hi gh Court of Karnataka at Bangalore in

Crimnal Petition Nos. 948 and 949 of 2003.
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3. The brief facts of these appeals are recapitul ated as

under :

On the request of the appellants (Southern Steel Ltd.),
the respondent conpany (Jindal Vijayanagar Steel Ltd.) had
supplied HR Coils to the appellants. The terms of paynent
under the purchase order dated 25.4.1998 granted 45 days
interest free credit to the appellants for the goods sold and
delivered by the 1st respondent. The appel | ants had i ssued
the chequesin question in favour of the respondent conpany.
The said cheques were dishonoured on presentation. In
response to the legal notice sent by the respondent conpany,
the appellants, through two substantially identical replies
dated 6.4.2000, for the first time, contended that the
appel | ants had been declared a sick conpany on 8.4.1997
under the provisions of the Sick Industrial Companies (Specia
Provi sions) Act, 1985 (for short "SI CA") and, therefore, no | ega
proceedi ngs of recovery of the outstanding anount coul d be

initiated agai nst the appellant conpany.

4. It may be pertinent to nmention that the purchases were

nmade by the appellants fromthe respondent conpany after
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the appel |l ant conpany was decl ared sick under the provisions

of SI CA The appell ants could not dispute the fact that the
purchases were nade after the appellant conpany was

decl ared sick under the SICA The purchases were nade

hol di ng out clear representation that the goods will be paid

for. Utimtely, on non-paynent of the outstanding anount,

t he r espondent conpany initiated crim nal pr oceedi ngs
agai nst the appellant company by filing a crimnal conplaint

under section 138 of the Negotiable Instrunents Act, 1881

5. The appel | ant conpany, aggri eved by t he sai d
proceedings, filed /' Crimnal Petitions Nos.3225-3226 of 2000

under section 482 Cr.P.C. for quashing the proceedi ngs under

section 138 of the Negotiable Instruments Act. The Hi gh
Court dism ssed both these petitions holding that it was

premature to analyze the entire docunentary evi dence as put

forth by both sides to give a finding one way or the other.
Thereafter, the appellants, subsequent to the directions given

by the Hi gh Court, approached the trial court and produced

the docunents including the order passed by the Board for

I ndustrial Financial Reconstruction (for short "BIFR') under
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4
section 22-A of SICA They sought di scharge of the accused
under section 258 of the Code of Crimnal Procedure.

However, the trial court di sm ssed t hose applications.

Thereafter, the appellants agai n approached the Hi gh Court by
filing two crimnal petitions for quashing the crimna

pr oceedi ngs.

6. The appel | ants pl aced reliance on the two judgnents of
this court inthe natter of BSl Ltd. & Another v. G ft
Hol di ngs Pvt. Ltd. & Another (2000) 2 SCC 737 and Kusum

Ingots & Alloys Ltd. v. Pennar Peterson Securities Ltd. &

O hers (2000) 2 SCC 745. In the inpugned judgnent, the
Hi gh Court has dealt with these two judgnments along with

ot her judgnents. The Hi gh Court al so accepted the | ega
position that the court has the power to discharge the accused
or quash the proceedings at nid-stage, but having regard to
the peculiar facts and circunstances of the case, according to
the i nmpugned judgnment of the Hi gh Court, it would not he
appropriate to interfere. Consequently, both these petitions

filed by the appellants before the H gh Court were dism ssed.
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7. The appel | ants, aggrieved by the inmpugned order of the
Hi gh Court, preferred these appeals and submitted that the
appel l ants’ case is squarely covered by the aforenentioned

cases of Kusum lngots and BSI Ltd.

8. e have careful ly anal yzed the principl es of | aw
enunci ated in both these cases, along with other cases, cited

by M. M L. Verma, |earned senior Advocate appearing for the
appel | ant ‘conpany. There is no quarrel with the |ega
proposition whi ch has been lai d down in bot h t he
af orementi oned cases, but we are in conplete agreement with

the view taken by the H gh Court in the inmpugned judgnment

that in view of the peculiar facts and circunstances of these
cases, the aforesaid judgnents have no application to these

cases.

9. According to the H gh Court, adm-ttedly the purchase
orders in question were entered into and the purchases were
nmade by the appellants with full know edge of the proceedi ngs
that the conpany was decl ared sick under the SICA, the

appel l ants clearly all through gave the inpression tothe
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respondent conpany that the outstandi ng anmount towards
the purchase of the goods would be shortly cleared. The fact
that the purchases were nade with the clear prom se to repay
could not be disputed by the appellants. The Directors had in
fact issued the cheques for discharging their liability with the
full know edge, would not only clearly show that there was an
undi sputed debt, but would also show that, right fromthe
i nception, the appellants in fact had no intention of paying the
amount for the purchases nmade by them The intention of the
appel | ants can be gat hered by their subsequent acts, conduct
and behavi our of taking a shelter under the provisions of
SI CA. Hence, the appellants are not entitled to any
i ndul gence of this court under its extraordinary jurisdiction
under Article 136 of the Constitution. The appellants had | ost
their total credibility because of their conduct. When t he
appel | ant conpany was decl ared sick, then w thout disclosing
this fact the appellants ought not to have made huge
purchases fromthe respondent conpany. Utimately, the
appel | ant conpany did not pay for the purchases. This 'clearly
i ndi cates that the appellants had no intention of making

paynment of the purchases made by it.
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10. The High Court, in the inmpugned order, has directed the
trial court to dispose of the cases of the appellants as early as
possi bl e, but not later than six nmonths fromthe date of its
order. The appellants by approaching this Court have caused

avoi dabl e delay in disposal of these cases before the tria

court.

11. In the facts and circunstances of the case, we deemit
appropriate to request thetrial court nowto conclude the tria
of these cases as expeditiously as possible and, in any event,
within six nonths fromthe date of this judgment. W direct

the parties to appear before the trial Court on 1st July, 2008.

12. The trial court is directed to decide these cases w thout
bei ng i nfluenced by any observations passed by this court or
the Hi gh Court in the inmpugned judgnent. These appeal s,

bei ng devoid of any nerit, are accordingly dism ssed.

(Tarun Chatterjee)
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(Dal veer Bhandari)
New Del hi ;
May 8, 2008




