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MOOT PROPOSITION 

 Indya Councilmen Committee (hereinafter referred to as “ICC”), a prominent national political 

party of Indya 

 Impartial Reporters Limited (hereinafter referred to as “IRL”), a Public Limited Company 

formed and registered under provision of Companies Act, 1956 and particularly a company 

formed under provisions of Sec 25 of the said Act engaged in the business of publishing several 

newspapers, one of them being “Swatantra Prabhat” having wide readership throughout the 

territory of Indya  

 Asian Age Private Limited (hereinafter referred to as “AAPL”): A Private Limited formed and 

registered under provision of Companies Act 1956 with the office bearers i.e. the President, 

Chairman, Secretary and Treasurer of Indya Councilmen Committee being its Promoters and 

Directors 

 Mr. Ramanath and Mr. Amarnath – President and Chairman respectively of ICC both who are 

residents of Gurugram outside Delhi, Indya 

 Mr. Krishna, a person of repute and great social standing, an activities and one who claims 

himself to be a leading crusader in the fight against corruption. 

Facts of the case: 

1. IRL, as introduced hereinabove is engaged in the business of publishing several newspapers, one 

of them being “Swatantra Prabhat” having readership throughout the territory of Indya. 

However, in recent times, due to sharp decline in the circulation of its various periodicals, IRL 

has in a chaotic though phased manner closed down the printing and publication of its 

newspapers.  

2. The founder member of IRL also being one of the founding members of the ICC, the ICC claims 

itself to have an emotional connect with a legacy of IRL. 

3. In the backdrop of this, the ICC over a period of time has advanced several batches of interest 

free loans to IRL with an objective to revive the now defunct publication.  
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4. As on date, the debt owed by IRL to the ICC amounts to a staggering amount of INR 90 Crore 

(Rupees Ninety Crore Only). These amounts, as per resolution of ICC were advanced from time 

to time for the purpose of revival of the defunct publication house.   

5. As set out, IRL is a Public Limited Company with immovable assets spread throughout the 

country in prime areas of leading metropolitan cities and towns and estimated to be of worth and 

valued at about INR 3000 Crore (Rupees Three Thousand Crore Only). Mr. Krishna claims that 

the conservative real estate worth actually is not just INR 3000 Crore but way more than over 

INR 5500 Crore.  

6. AAPL, as introduced is a Private Limited Company, a Section 25 Company promoted by the 

President and Chairman of the ICC alongwith the Secretary and Treasurer as its Directors and 

shareholders. 

7. Vide a board resolution; ICC assigned the debt of INR 90 Crore to AAPL upon receipt of an 

amount of INR 50 lakhs. Mr. Ramanath and Mr. Amarnath together own 80% of the shares in 

AAPL. The debt owed by IRL to the ICC thus stood transferred to AAPL.  

8. Thereafter, IRL increased its Authorized Share Capital. This was done to allot a large chunk of 

its shares to AAPL in lieu of the debt which it owed to the ICC and pursuant to the assignment, 

stood assigned to the AAPL. It needs to be noted, that these events are occurring within a quick 

span of over a period of 8-10 months. 

9. In course, due to increase in the authorized share capital, the IRL thus became a wholly-owned 

subsidiary of AAPL. This happens by a mere payment of INR 50 lakhs.  

10. By these actions, APPL acquires complete control of IRL which has real estate assets at least to 

the tune of INR 3000 Crore in prime areas of various metropolitan cities and towns. 

11. After acquisition of IRL by AAPL, AAPL announces and declares that it shall not publish any 

newspaper including the Swatantra Prabhat. The building where the office and properties of IRL 

is located in a prime area in the city of Delhi. This property is leased out by IRL to commercial 

entities is fetching IRL huge amounts in rent every month. In the meantime, the ICC writes off 

the debt owed by IRL as “irrecoverable” despite the huge assets owned by the company. 

12. Mr. Krishna files a private complaint before the Chief Metropolitan Magistrate, Delhi against Mr. 

Ramanath, Mr. Amarnath, the Secretary and Treasurer of the ICC to expose cheating, fraud, 

dishonest misappropriation of property, criminal breach of trust, criminal conspiracy read with 
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Section 420 (cheating), Section 403 (dishonest misappropriation of property), Section 406 

(criminal breach of trust) and Section 120B (criminal conspiracy) of Indyan Penal Code, 1860. 

Mr. Krishna, in his complaint, alleged that Mr. Ramanath and Mr. Amarnath hatched a criminal 

conspiracy with the rest of the accused who are their loyalist, to defraud the ICC and IRL by 

dubiously forming AAPL to misappropriate the huge assets of IRL and that all these accused 

have committed criminal breach of trust reposed in the ICC as well as IRL and its shareholders. 

13. That the accused have dishonestly misappropriated the properties of IRL by converting the loan 

of INR 90 Crore and odd into equity shares in favour of AAPL and thus have cheated the 

shareholders of the IRL and the ICC. 

14. Instead of adopting transparent processes of liquidating the assets of IRL and thus repaying the 

loan of ICC and also paying off the shareholders, AAPL adopted dubious means by gaining 

control over the assets of IRL and have cheated the supporters and donors of the ICC and also the 

shareholders. 

15. Mr. Krishna filed in his verification in the complaint and examined himself as a witness. Based 

on the pleading in the complaint, documents produced, the verification and statement of Mr. 

Krishna, upon hearing the complainant; the Chief Metropolitan Magistrate issued process against 

the accused summoning them to remain present in Court.  

16.  Against the aforesaid order, the accused filed an application u/s 482 challenging the magistrates 

order issuing process before the Hon’ble High Court.  

17. The accused had filed the aforesaid petition on the following grounds: 

- That none of the ingredients of the alleged offences exist  

- That there is no violation of any law or breach of any contract or trust in the ICC advancing 

loan to IRL 

- That there is no fraudulent misrepresentation  

- That the control of assets of IRL shall remain with IRL. Further it was contended that there 

was no dishonest inducement because allotment of majority equity shares of the IRL to 

AAPL was duly approved in the IRL’s EGM and in the event of winding up of AAPL, its 

assets, if any shall vest in an another Section 25 Company. 

- AAPL being a Section 25 Company is barred in law from giving any benefits, salary, 

remuneration, dividend, etc. to its shareholders  
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- That the shareholders of a Company do not own properties owned by the Company. The 

Company is a separate legal entity and ownership of shares in the company is not the 

ownership of the individual. Since all the properties of IRL remain the properties of IRL 

itself, there is and can be no entrustment. No person who can be said to have a grievance or 

a cause of action arising in his or her favour because of the aforesaid facts have ever come 

forward to lodge a complaint a complaint against the accused. That the respondent 

complainant who actually is a third person and has nothing to do with the present case.  

- That by entertaining the complaint in question and by passing the impugned order issuing 

process, the Trial Court has abused the process of law and therefore the impugned order 

deserves to be quashed & set aside. 

18. On the other hand, the respondent i.e. the original complainant responded as follows: 

- That the impugned order suffers from no illegality or perversity  

- That prior to the issuance of process, at the initial stages, the Trial Court is not supposed to 

go into the details and is to examine only if, prima facie, an offence is disclosed in the 

complaint and act accordingly  

- That exercise of jurisdiction us 482 of Cr PC is to be with circumspection on the basis of 

the complaint and that no fresh material or documents is to be taken into consideration 

- That, the petitioner accused have alternate remedy to approach the Trial Court by invoking 

Sec 245 of Cr. PC  

- That sufficient ground existed for summoning the accused petitioners for the offences in 

question 

- That the question of locus standi does not arise 

- That the modus operandi of the petitioner accused clearly smacks off criminal intent 

- That the conspiracy to commit the offences in question is patently evident from the facts 

forming part of the complaint and therefore prosecution of the petitioner accused is very 

well justified and therefore no case for quashing of the process issued and the complaint is 

made out. Thus the petition needs to be dismissed 

19. Considering the facts and the circumstances, the Hon’ble High Court dismissed the petition/s 

filed by the petitioner/s accused on following grounds: 
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- On the point of locus standi of the respondent complainant, the Hon’ble Court reiterated 

that freedom of private citizen to proceed against the corrupt be restricted  

- That Sec 39 of CrPC in such a unique case should not be literally interpreted. It cannot be 

maintained that a private citizen is free to proceed against corrupt public servants but not 

against a political party and its office bearers.  

- The Hon’ble Court laid down that in such a peculiar case an expanded meaning to law has 

to be given. The locus standi cannot be given a restricted meaning in cases of cheating, 

misappropriation etc. and that citizens like the respondent complainant should be in a 

position to maintain a complaint in a peculiar case such as this.  

- On the issue of issuance of process, the Trial Court is not required to involve itself into a 

deep scrutiny of facts at such an initial stage. It is required of the Trial Court that it only 

has to ascertain as to whether a prima facie case to summon the petitioner accused is made 

out or not. Deep scrutiny of facts is required at the charge stage and not the summoning 

stage. Office bearers of ICC are trustees of funds belonging to the party. Allegations 

against them are of siphoning off he party funds in clandestine manner. The impropriety of 

extending interest free loans to a commercial entity is a matter of concern in a democratic 

set up, particularly when the source of the parties fund is largely from public donations. 

Therefore any citizen can legitimately question such an act.  

- That the debt owed by IRL could have been easily liquidated from its assets. The fact of 

writing off such a huge debt by the ICC can legitimately attract allegations as are made by 

the respondent-complainant. The serious fact of AAPL hijacking IRL cannot be brushed 

aside. In view of the fact that ICC assigned its debt to AAPL for a paltry sum of Rs. 50 

Lakhs. All these acts are questionable. With assets worth thousands of crore, the net worth 

of IRL is cannot be such for the ICC to write off the debt as “irrecoverable” 

- Further, this act is by a mainstream political party. Genuine shareholders of IRL are 

marginalized. All these aspects have to be examined. The facts set out in the complaint 

smacks full of criminality. What species of criminal offence is made out is not required to 

be seen at this initial stage  

- The fact that Mr. Amarnath and Ramnath reside at Gurugram does not in anyway mean 

that the Trial Court prior to directly summoning ought to have proceeded by ordering an 
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enquiry. This argument does not carry much substance. These are hyper-technical 

objections. The procedure is not laid down to obstruct justice but to facilitate and advance 

the cause of justice. Powers u/ 482 of CrPC are to be exercised sparingly and cautiously.  

- That ingredients of offences alleged are not lacking and sufficient grounds to proceed 

against the petitioners accused certainly do exist. There is no abuse of the process of Court. 

The office bearers, the promoters of AAPL are the same and also the main persons in IRL 

are the same. These coupled with other incriminating facts brings forth the prima facie 

conclusion that a criminal intent does exist. Hence questionable conducts needs to be 

examined. Truth needs to be found out. Public confidence needs to be restored. Therefore 

the order. 

20. Against this Order of the High Court, the petitioner accused has appealed before Supreme Court.  

Note: 

1. Laws of Indya are similar to the laws of India 

2. Participants are required to frame minimum 3 and maximum 5 issues relevant to the above 

proposition  

Disclaimer: 

 
The present moot proposition is purely fictitious and solely intended for the purpose of academic 

understanding of law students 

 

 


