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63- CRIMINAL LIABILITY FOR MIS-STATEMENTS IN
PROSPECTUS
(1)  Where a prospectus issual after the commencement of | this
Act mc]uJes any untrue statement ewery person who authorised the
issue of the prospectus shall be punishable with imprisonment for a
term |which may cxtcnd to two years or with fine which may
exteni to 1 (fifty) thousand rupees or with both unlcs$ he proves
euher’that the slatemcrt lwns immaterial or that he had reasonable
ground to believe and di up to the time of the issue of the
prospectus believe that the sta}ementt was true.
(2) A person shall not be deemed for the purposes of this section
bave authorised the issue of a prospectus by reason only of his

@ng given (a) the consent requlred by sejuon 58 to the inclusion

68- PENALTY FOR FRAUDULENTLY INDUCING PERSONS
TO INVEST MONEY

Any person who ecither by knowingly or recklessly making
any statement promise or forecast which is false, deceptive or
misleading, or by any dishonest concealment of material facts,
inJuccs or attempts (o induce another person to enter into or to
offer to enter into (a) any agreement for or with a wview to

| |
ehentures or (b) any agreement the purpose or pretended purpose

jcquiring disposing of subscribing for or undcrwriting shares  or
of which is 1o secure a profit to any of the parties from the yield
of shares or debentures or by reference to fluctuations in the value
of shares or debentures shall be punishable with imprisonment for a

m iwhich may extend to five years or with fine which may
extend to one lakh rupees or with both, —~

o)
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628- PENALTY FOR FALSE STATEMENTS

If in any return, report, certificate, balance sheet, prospectus,
statement or other Jocumcnt rcquire(] by or for the purposes of any
of the provisions of this Act, ax;y person makes a statement (a)
which is false in any material particular] knowing it to be false or
(b) which omits any material fact knl'o»iving it to be material. he
shall save as otherwise expressly provided in this| Act, be punishable
with imprisonment for a term which may extend| to two years and
shall also be liable to fine.

IYYFT URT 63 & WHRY BT ¥ T WL 8§ AT &
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21, Curiously, this is an activity of the company after receipt
of money through public issue. I am afraid that Jlil’ the company did
not -invest the monies in‘ the manner as promised in the prospectus.
it cannot be considered to be a wiolation of statement in the
prospectus. The issuance of a sfatement through the prospectus and
: p Ay, 7 not abiding by the promises made in the prospectus are two distinet
o2 A ], \
‘é &5 ol R % activities alto*;clhcr So far as sections 63, 68 and 628 ol the Act
— - J v
Ad , & ' . - : 1 s
k P ) are concerned) the directors become liable [for punishment if the
S A atjmems in the prospectus are not trug and not if the statlements
o made in the prospectus have not been adhered to by the company. [
ez Lithel § S y y o
b AR Vo ; therefore, regret my inability to agree with the contention of the
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learned Assistant Solicitor General that the statements made in the

|
prospectus hawe not been carrie ojxt] which is evident through

warious subsequent balance |sheets and that petitioners accused No.

2, as a director of accust No. 1 con}pany consequently is liable

for punishment under sections 63, 68 and 628 of the Act. J

RIBE jw han Das Shemoy Adige Vs. Securities an
Exchange Board of India (2021 SCC Online SAT 263) ¥ #IT-Id

W#Wnﬁwﬁaﬁﬂnﬁkm—

J"ZO. If the IPO procceds were not utilizeJ in the manner
state

|

in the prospectus it doesnot mean that the subsequent action

| :
gken by the Company indicates that there ‘was a misstatement in

rospectus. At best one could comf': to the conclusion that there
. . ; yo .
j violation of the terms and conditions of the prospectus with

to the use qf funds.

25. The fin(;ing given by the WTM for usage of the word
‘corporate*| in the resolution of the!Boar(J of Directors to indicate
that the (iisclosures 50 mudc lacked material particulars and were
untrue and inadequate and Ifurthcr that such misstatement in the
prospectus was deliberate and part of a larger design to come out
with an IPO and divert the IPO proceeds through ICDS to group
companies f‘rom the very inception is patently perverse apart from
being based on| surmises and conjectures. In o'rr opinion. a
subsequent event-decision by the Comp:m|y cannot lead to an adverse
inference being drawn nor can it lead J.lo a conclusion that the

progpectus of the Company was misleading  the subscribers.  Such

finding is based on no ewidence. If a s(ulcuwcnl made in the

| |
prospectus is not adhered 1o by the Company it does not become a

A7 misstatemgnt, AL best it can be a case of the Company |violating the

-

y Sl l I, . " '-
C{erms and conditions of the prospectus. Thus, the finding that the
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disclosures made in [the prospjctus were deliberately lacking in

material particulars aml were inadequate is patently erroneous.
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of % Wﬁ'ﬂ?ﬂ"! Mohr: Das Shenoy Adige Vs. Securities
Exchange Board of India (2021 SCC Online SAT 263) D
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é Z | "2;1. The mere fact that the word *ICDs' was not
o ‘J . . . . . N | .
(A / indicated ~ specifically in the interim use of funds in the

pro ‘é)ccms does not mean that the interim usc’ of fun:ds cannot
/ deployed in the lCDsizmd can only be dcploye(i to such

/5 instruments which were indicated in the prospectus, l l,
f a
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2. 1n|P.G. Elcctroplast Vs. SEBI in appeal no. 281 of
2017 ({ccidcd on 25th June, 2019 the appellant, in the said
casc.(& had disclosed in the i)rosp(;:ctus that thf: Company
intended to invest the IPO proceeds in an interest bearing
instrumlent. The Company subsequently  invest the IPO
projccés in ICDs which was objcctetj by SEBI. This Tribunal
beld that non mention of ICDs in the prospectus Was only

technical and it cannot be a case of misstatement. E

23. Merely becau]‘se the word 'ICD’ was not mentioneci in
the interim use of funds in the prospectus dc:)es not become a
dase of misstatement in the prospectus nor does it become a
deliberate part| of larger design to come out with an IPO and -
ereafter, funding the operations of its group company through
s thereby siphoning of the money from the genuine

-7/
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%‘m o wroT § b vdaed § ICDs’ U= o7 Seord el fbar T,
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nature) for cach of five ﬁnanﬁial years immc(liatclly preceding

thej issue of the prospectus and“b so far as regards the assets

aml liabilities, deal | with the assets and liabilities of the

~ company at the last date to which the accounts of the company

were made up.
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1. WITHOUT PREJUDICE TO THE ABOVE THE
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J TR i 1009.2011 @ & SWRIW AMEAE. T BT IR
' qRa frar on ok araa § 3 o g N Rry o) emddia.
mfkal o1 JEND. D gmfraE § @ SwEE B 4
IJPIST P WG FA G gaT gerr & 91 7 S | W 60
RS B B AR H A T 4540 IS oA @ AR AP
13.10.2011 @I fAmfeiRae wvensli @1 sxaaRa &v &
—g&m u@\’pa ame of the Entity Dt;te of Transfer | Amount
\rla Polypipies Ltd* ' 13.10.2011 25,00,00.000
Nath Trading Co. 13.10.2011 2,00,00,000
s ’kanth Enterprise 13.10.2011 2,00,00,000
- ,«dm v Internadonal 13.10.2011 50,00,000
\% : 5{{astika Enterprise 13.10.2011 50,00.000
w/ Sanjivani Gems Pyt Ltd. 13.10.2011 25,20,548
- Shareware Finvin Pvt Ltd. 13.10.2011 50,10.274
Bellistma Implex 13.10.2011 10,36.67,123
Marine Gems Pvt. Ltd. 13.10.2011 75.89.384
Balasaria IHoldings Pvi. Ltd. 13.10.2011 1.01,04.795
Nihita Financial Services Pvt Ltd. | 13.10.2011 2.51,30.685
Total 45,40,22,809
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*Cash credit account

7g AR S AR @ g A wgw @ g R
FIE Sooid UR9gey A Rl AT WRUGeH B U Wl 57 W
“ffergey off g 39" § gg @el N Sfeafaa 7 ar fF .
gl owa @ SgEm i, @ grfm N e
I | g g e den (Material Fact) &1 N9 o1 e
% }ﬁm T g ANE), B aEd @R 7oA, W (SEBI) gRI
@) % Sifa A g qe w1 anar 5 e A ikdaew @ Rl
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SRS @ @ arla @ garn Tel fear ) fie
23052011 ee B Rifits ¥ 1 a¥e wu¢ 9 fiw
09062011 aTgaeN sivdfer wgde fafics W 75 @@ ¥ A
IERNA, A &1 wadw /wafia afeal @ swararor AR
# 75 N or T 5 dawawr fhafde wn o @ e 10.10.2011
B 50 G IUY BT ML, R mar @ik v e TWH A 35
A T AT amele o ReRar @1 qur 1430 o S0
AT o feRar &1 gxaiaia #Y Ry 0| fRTiE 13.10.2011 B
mEda. miadl ¥ 59 AN o1 gfaE o fear wan| wg
W ®9 Y AN Ry @1 geqdnT (Sraas) o) TR @
U3 (Balance Sheet) 2010—11 & g 41, gl 19 "Related
Disclosures” (r5ef di—15) & 78 W g ¢ & F=faled
Frfl 1@ KMP (R yeusdrd $ifie) it el o |
wig FfEl o fosmRar se fafics, fasRar g
fafes, fowRar faasa o o1, (@) KMP : 2% el oF
fawnfar (MD), st fawws o9 fosRar (WTD), i fadia S
foonfRar (WTD), it udtor 99 ReRar (WTD) g7 wwafra gef
&1 € argdan. Afdal & R M I 4540 RIS WUT B Tl
# 9 HEeaqel v e gor | :
g U3 2010—11 @ "IARTEIS @R @vs (Y= 17) F UE
WHR fTTﬂﬂ mar & fR7ied  31.03.2011 ?5? "Loans dix‘fectors
unsecured ¥YU 1,49,45559 /—" TAT “Other debt unsecured YT

- 2500,000/~" 9 TR & SRR Ao @ e e el
gymmmlmﬁﬁmmnlﬂﬂwwzﬁaﬁ

) ( 1) “interest free loan of Rs- 25 lacs to group concem’ @I

~aifger gr1 S war aney ) siferg wR 8| g ol gfm @

"

CAVDERR @1 Soedd WRIGERLD US WAl 18 W U8 Her b
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RS mﬁ“\ AT

td _— i,(m' fde wimag (mfl foreror wam)
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T o ¥ 4 ofiw R @ wrRr gv e FRR A T wfeerr

w5 R ot A R o oRadw @ qd d@ @ ol

Al & el | sifa § @ o 3R, wagR fis afie a1

» gfe A & O A iRdeew @ /Y A g MG, 9 A o
W o falea agafy w8 o o) wiR w oswaifda @a @

fear faRwr Ardgew A mfa AR W 5025 TS ¥ U
W WY R 12 PRIg TIY WE PRAT SRAIA AT| 15 e,
2011 OF H A Ao AT W 10413 RIS ¥, Ud v@adl
AOA W 576 BNIe ¥ Wd fhy | AL B9 T4 /D
SYGNT | FaRd eHe (30.06.2012 TF) A Fde g1 fb & A
3PN T W A 1335 TS T T W@ A W 2347
q Uy & wd fav| 39 doR ddeed d f6y 17w I
WIS SR & ARGH | Ui &7 Sraae: e § g
T f6 F9 F DIAR. FeeEd, Aads eEord, SR
A far) A it e TR B vem AR @ mgfieal of,

f5r ot B 7 S 100% A A WX @) 31 W, 2012

@ 9 oI 7N i g8 R A & ifim iy aw o

WA oifeR @ B weel d fawmfadt off (04102011 SR
10102011 @ TSR T T AT 12102011 D IR F 3w =),

fory ug R grar & 6 A waw off R wolf e [ daR fg

¢ 9| S gl @ woenawy WAl A A faTie 28122011 @

i, yd—gefry ofdRa sircy grI, Wl SIfQﬁWﬂ w R 11(1), 11(4) W@

; i’) 1B aar dl (Prohibition of F r.lu(lulcnl and Unfaic Trade

'] Practices-relating 10 Securities Market) Regulations, 2003 @
W 11 & sinfa, @l wd Sud Qe @ faeg

nl?msnaﬁﬁ Fdqi) ) g wa wel @ W @ e 9
: :‘ : Qgr. |NM
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2011—12 @ *Textual Information (74)/(75) Description of nature

of contingent liabilities” ¥ TR fawan a1 2
we wfRngfer anfiefra srferaReT (SAT) g A el A
¥ 372,/2014 3, ReAiT 19062016 B S &I ardremeifror @ <
wquaﬁamﬁmuﬁqﬁmﬁmﬁﬁmm
Segl B R TR RRER, YORYA, SAR A T HAP
ROC/Inspn/209I/22828/2012-—13/2035 feaid 31.12.2013 &I

D 7 .
= WMW,WWWG%WWWWW
444 /2015 <51 faar ok fAYaRTTor UR €T 63, 68 T 628 F R
ﬁvﬁaﬁvﬁ,ﬁ%m‘#mwaﬂmﬁmnqﬁaﬁ
qer 9 HiRed @ axaTen el weRid aarg ok Rra w faErRe

rrer 3 fATE 17.03.2026 @ GTTIOT BT v faAT|
Pl 24042026 ®1 Tl faonRar dreiuEw fafics
& UF YR A BT A 470/—6AY ol A G BT G AT
SReaEdTE @I 14 FRS WU oT| TE e vau-fRrg
| fofas wea & f srfieneifror, o1 wwAl @ CwR @
_/:;f'_‘f"'-.':f ity Pl @ ah o aR e e @ T, o e,
/ DAY dqa o o @ Qi 9@ QT ger e SR At
) g @R an g i o] G 63 — SRAGEH ¥ e Pl
% forg emife afde (Cfiminal Liability for Missstatements in

.' I-&‘):;
- HaEtis R
(-, Prospectus) U YPR © : letit
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R o iy mmaraa (o Fram w3
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Sl iR, 1056 Y aRT 63
"(1) Where 2a prospectus issuccl after the commencement
of this Act includes any untrue statement, cvery person who
& authorised the issue of the prospectus shall |bc punishable with

4 imprisonment for a term whxch may extend to two years, or
with fine which may extend to fifty thousand rupees, or with
both, unless he proves either thdt the statement ‘was immaterial
or that he had reasonable ground to believe, and dxd up to the
time of the issue of the prospectus believe, that the statement
was true. ‘ |'

(2) A person shall not bc dccmed for the purposes of

section to have authonsed the issue of a prospectus by

only of his hawing given—

(@) The consent required by section 58 to the inclusion

2 (b) The consent required by sub-section (3) of section 60."

T 3fAFem, 1956 $ 9RT 65 - ATey A Wdfed
SugE} 1 fiduw
“(1) For the purposes of the foregoing prowisions of this
Part— ‘
1 (a) a statement included in a prospectus shall be deemed
to be untrue, if the sta(emcnl is misleading in the form and
context in which it is mcluded and
(b) where the omission from a prospectus of any matter
is calculated to mislead, the prospectus shall be deemed, in
respect of such omission, to be a prospectus in which an

:7 “ untrue statement is included.
Pl AT S ﬂ’}}
,;:'/ 2 % (2) For the purposes of sections 61, 62 and 63 and
(,\ \/7 clause/ ('1) of sub-scction (1) of this section, the expression

“i cludcd" when used with relerence to a |prospectus, means

mclud&.d in the prospectus itsell or contained in any report or
0T memorandum appearing on the face  thereol or by reference
- Jincorporated therein or issued lhcrcwi(h.h
] (At “M
T L o e
: fasy =T (el foraror wasvo)

IR, TR T4 oy
YR R, SR AT R
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el s, 1956 6 ORT 68 - PEYEH At B o P
T ¥ fag WRa o & fag

"Any person who, cither by knowingly or recklessly
making any stalement, promise or forecast which is false,
(icccpti\-c or misleading, or by any Ais‘mncsl concealment of
material facts, induces or attempts to induce another person to

enter into, or to offer to enter into—

_,’,',

W,

i (a) any agreement for, or with a wiew to, acquiring,
dlisposing of, subscribing - for, or underwriting shares or

debentures; or ;

(b) any agreement the pu'rposc or pretended purpose of
s»\hich is to secure a profit to any of the parties from the yield
gt shares or debentiurcs, or by reference to fluctuations in the
gue of shares or debentures;

shall ]bc punishable with imprisonment for a term which
é may extend to five years, or with fine which may extend to
one lakh rupees, or with both."

Ff aftfram, 1956 & avT 621 - IfRfET & e swH
e AIRTR, FURERE I1 TR B R W) & H=> g -

"(1) No court shall take cognizance of any offence
against this Act which is allegcd to have been committed by
any company or any officer thereof, except on the complaint in
writing of the Registrar, ;or of a shareholder of the company,
or of a person authorised by the Central Gowernment in that

behall:
Provided that nothing in this sub-section shall apply to a
> «,":';":'b . : ; 3 5 - > 7 o v
‘:9;27,‘,? /"/f, prosecution |by a company of any of its officers.
‘,.,' -, /'.\ 2

Provided further that the court may take cognizance of
offence relating to issue and transfer of securities and non-
i yn{l:()f dividend on a complaint in writing by a person
Aj‘llmriscd by the Securities Exchange Board of India.

el
1. B it 3y et
e fodty = (Gl framen wamewr)
. > o iﬁlﬂ." T v
t .,::“'-ZN [§ mnﬂ. mg‘ W m
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(1A) Nolwnhelan.lmg anything contamC(L in the Code of
Crilninal Procedure, 1898 (5 of 1898), where the complainant
under sub-section (1) is the Registrar or a person authorised by
the Central Governmcnt, the personal attendance of the
» complainant before the court trying the offence shall not be
necessary unless the court for ‘reasons to be recorded in
writing requires his personal attendance at the trial.

(2) 'Sub-section (1) shall not apply to any action taken by
the liquidator of a compimy in respect of any offence alleged
to hawe been committed in respect of any of the malters
mcluc‘ed in Part VII (sections .425 to (1560) or in any other
“:"/;p ovision of this |Act relating to the winding up oj companies.

|
(3) A liquidator of a company shall not be eemed to be

fficer of the company, within the meaning of sub-section

HRT 628 - Prear Ravo & fa afey T+ siféfag, 1956

“If in any rcturn, repprt, certificate, |balance sheet,
prospectus, statement or other document required by or for the
purposes of any of the provisions of this Act, any person
makes a statement

(a) which is false in any material particular, knowing it

: to be false; or

(b) which omits any material fact, knowing it to be

material;

he shall, sawc as otherwise expressly pro“i(lcd in this
Act, 'pc punishable witli imprisonment for a term which may
extend to two years, and shall also be liable to fine."

: YR AR, ke @l waAre g§R f@9id 01.09.2016 ®1

o /’"’f\’ ek 31@?1?17{1 e sl 2843(3) (Notification No- SO-2843(E)
: / 01,09.2016) @ &RT @l AMMATW, 2013 @ GRT 435 D
N /:Xm1§mmmﬁ7ﬂcmmﬂmgqmmg—a
o O \(-\”‘“’"Wﬁ & @ AR @ G N @Y IR @ e
: é;‘;ﬁﬂ‘gmm (erdi famvl )
™ A, FAR T IR

9 v, S e e
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Prefa it 06.05.2026
arfarfyam, 2013 & e @ af wr Sux afE @ BREM W
v arREl @ e Rarer @ waeE @ Yy e @ w9
¥ aftfRa R wan) ga s @ HA dEr 2 WGl
» Ry =i (e P, SRR B Yo v @ o e
AT @ w9 A affRa fear mar B
I fdrgE @1 yRifE 3 e & |
}
S.0. 2843(E)-—In exercise of the powers conferred by
subssection (1) of section 435 of the Companies Act, 2013 (I8

of 2013) the Central Government hereby, with the concurrence

of the Chief Justice of the High Courts of Chhattisgarh,
ajasthan, Punjab ané Haryana, Matgras aml Manipur,
esignates the fo’llowing Courls as Special Courts for the
purposes of providing speedy trial of olffenccs punishable with
imprisonment of two years or more under the Companies Act,

2013.

FH) ARfEE, 2013 B URT 435 UG 436 & QU B
. TR, fRIy =Tl & AT B g SR ifafEE, 2013
3 ol @ af S oRE B FRER A GoSAT IR B
My e & 8 A R = o fewen <mre
@ w9 § o BRa 8, 7 5 arfieiy <o @ w9 A |

adAE g 7 ifrgeRTor / ardfreneifor wR wrr arf,

1956 7 HIRT 63, 68 UG 628 T I SNREN FT IRT | AR A

. ;v*';:;ff-%;'/f‘j;f;;’x AR G ffrn, 1956 @ I € uvg g Wil awed #
19 aftrarc qvs &) ad ar SRR Al & wRER 31 | sl
77 fady e (@ FaRe), SR TR Rl @ e
wegd @A fafaa wa gl @ ik we andiel EfieR & srird

(‘J\ﬁmﬁ farg ey g &) ardfyeredfiror grr sreed anfier A QR @IE

1 ﬁﬁv RPN HaRVI)
' VRN, WA 09 A
A W, TR TR R
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ARt amR 8 & R g w Rger Rare e @ yfaaRa
va wea amiRa fvky A gvadu e S owd | adld @ AR
qer el & g @ e aauEt @ e Pda w
¥ amRa €1 orflemeifror 3 sfler A U @ig A ey AT W
T T Ry &) e e R § R ardieha =mreE aedt @
Wmﬁmﬁmﬁqm%mﬁaﬂwwmﬁmﬁ
ey ¥ gl Ruda serar ofdefe @1 e gawor H S

o3 gRRafy 7 )
SrfeTiToT T UE @@ f PR 3G FEET BRI 628

Ig JTauTE Pl & (@

court shall tall(c cognizance of any oﬁ'fence against this

Act which is alleged to bave been committed by any company
or any officer thereof, except on the complaint in writing of
the Registrar, or of a sharcholnlcr of the company, or of a

_person authorised by the Central Govwernment in that behalf.

T UOR, IWWRER A% FFEN @ affrm grr @
WE 7Y ¥ GRaE IR IR B AR wew fhar T | qg
AR frd R aRr @w W T8 2, afig Tt sffrm B

et argwiel @ forg 8
A Segad gred q RIfE gRid Registrar  of
ﬁ | Companies Vs- Rajshree Sugar and Chemicals Limited & Ors-
/// 2000) 6 SCC 133 ¥ @ 3ywe W 3 wfamfaa fvar @ f: “Under
Section 621 ol the Act, no Court can take cognizance of an

offence against Companies Act except on the complaint of a

£
; et
Vel fm‘!m (w5t frawor yamm
WA, WA U4 a1

R Wy, WUR 98T Rk
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sharcholder, the Registrar or the person luly authorised by the

Central Government. Where the transferee or allottee Jis not an

existing lsharchol( er of the Company, if the words |"person

N aggrieved" is read in such a limite manncr] ilt would mean
that Section 469(1)(b) of the Code would be entircly
inapplicable to offences un&er Section 113 of the Act) There is
in any ewvent, no1 justification to interpret the wor(is *person
aggrieved' as used in Section 469(1)(b) restrictively paniculalrly

|
when, as in this case] the statute creating the offence provides

@Gﬂnﬂ?{g \for the initiation of the prosecuu?n only on the complaint of

. >
f Farticular persons- Hawing regard to the clear| language of

tion 621 of the Act] we hawe no manner of doubt that the
llant would be a person iaggriev«ed within the meaning of

ection 469(1)(b) of the Code in respect of offence (except

those under Section 545) against the Companies Act.”

I figia @ A fieel 9= e @ mrﬁlj quj
Sanjay Suri Vs. State, Crl.M.C. Nos. 5318533 of 2009 deci

on 20012010 ¥ arga=vl far wenm we N aiiRq fHar f& “The
Registrar| of Companies, in any case] woulti be a ‘person
aggrieved of an offence’ un(}cr Companies Act, as he has been
assigned a statuTory (iuly to ensure compliance of the prowisions

of the Act and also in wiew of the provisions contained in

Section 621(1) of Companies Act.”

mw,wﬁnmﬂhmmmmmﬁmqj
Registrar of Companies Vs, Fair Growth Agencies Limit
) 133 CompCas 314 (KAR) # ug aiftfwifRe far & fd

K\Mmﬁ’l AR, 1056 @ GRT 621 & APl IRRER AE FFIAN

gpwmmJ ﬁ&mm‘ﬁ
WWQW?WWTWU
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N fifaa Rorg R & urer @ e @ et fag
Wmm?mrvﬁmémr%@wwﬁa@ﬁma}wﬁa
S Ul S ey gir g Ty R A Aggricved Person
PRER 3ife Fe w@r s | e 9Rars far fifte wu @
fremeifror @1 @ e afdfam @ wifife S @ e @

¥ o o, 1956 ) U 63, 68 UG 628 THfed Y4 Yol

g s mﬁm$ﬁwm§,ﬁmﬁwmﬁrmmsmﬁa

s & ¥ or: erdremeffror @1 g W gofaar e fav

gRare drevi =8 2, 0 FRER € Faifd T 63, 68 T4 628
IR, 1956 @ AAAFPT U T8 W ¢ 6 37 umei A

‘Company” ¥ig @1 | funfier ¥ Srggaxr 39 gRmeh & sria
e @ @RI (Personal Liability) @9mam &, 9 f& @fuike
gifdca (Corporate Liability) | afd faenfar @1 s wwa @1 it
mmmmﬁﬁWWﬁ'Company'W?ﬂ
T e, o {6 i 9 s ariel # fvar wam R

smmaﬁwmuﬁﬁmﬁa]mAneemHaLVs
ather Trawels & Tours Pwt. Ltd. (2012) S SCC 661 @I

AR "\‘:r‘\' v/
L - i s
,,;:‘/' L0 fvfa Negotiable Instruments Act, 1881 @ ©RT 138 Ud 141 &
\E Y 3 g 7 8, ORTT 9RT 141 7 “Company” & FT I WY A 74T
.. ?d 17 a2 - Y .
N& famr T ) 9w fvla & 9 58 W AEE Rmarer W v fdar

s Lin?

o o e e

e D ey, B sy mararcry (6l (e waRw)
. e <A WO, WA U IR
G e flaty e wyrara, wuge MeIATR i
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"We arrive  at  the irresistible  conclusion  that  for
maintaining the prosccution under Section 141 of the Act,
arraigning of a company as an accust is imperative.”

31 vl @1 o s WP wiaar T 2, i
T R, 1956 @ URT 63, 68 T4 628 A “Company” ¥ &7
A € A favar w2

fgm frarer =mare 3 s fofa @ & 10 @ 11 T E
@ BT g WY A PR e 2

1fi® gid Sunil Bharti Mittal w Central Bureau of
Investigation, J:Tj 4 SCC 609, Criminal Appeal Nos-

34—37/2015 on 09.01.2015 ¥ HEAIG Saad AT A

go* of the company... if a group of persons that gunde

usiness of ;the company hawve the criminal intent, that
| -
be imputed to the bo&iy corporate.”

qiaE waRer et wd @R @ wads, e

FUA B ‘lter ego” B WRUGSH TAT U TEAESH WX ERIER

meﬁnwﬁmﬁralam:muia%wfaqumrpiw%

W & ged far TaT| Anecta Hada (supra) @7 o Tgi o =&l
gl |

N. Narayanan Vs. jll catmg ‘Ere SEBI, Ciwil
Appeals_ Nos- 4112-4113 of 2013, eci on 26-04-2013

firg Mustice K-S- Ra(llmkrishmm & Justice Dipak Misra)( reported at
: - /:2013) 12 SCC 152, AIR 2013 SC 3191 @& &1 1 ¥ #re
g G lf,(n%!ﬁl?m =erd A e € R R 18 far =

el L?K“M

TaE B R
fadv ey (mﬂ ferareen e
WIRUF, AR @ oy
T Wy, WA HGHR (g
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"India‘'s capital market in tlfc recent times has witnessed

\_'i!
w
~

tncmcanmJS growth] characterized partic?larly by increasing
participation of public- In]ucstors' confidence in the capital
Ky market can be suslainc& largely by ensuring investors’
protection- Disclosure anc; transparency are thcl two pillars on
which market mtcgmy rests- Facts oj the (case disclose how the

investors* ¢ nﬁdencc has been crode an(l how the market has

\
been abused for personal gains and attainment.”

mﬁvfua‘wﬁwajﬁmﬁuwwﬁomml
qumer( Vs P.A. Tendolkar (1973) 1 SCC 602 T 3TIRYT

I i

i l

"A Director m!ay be shown to 6«1 placed and to have
te

:¢n so closely and so long associa personally with the

; anagement of the company that he will be Jeemcc!i loibe not
w merely cognizant of but liable for fraud in the conduct of
usiness of the company ewven though no specific act of
jishonesty is prove against him personally. He cannot shut his

eyes to what must be obwious to everyone who eUamines the

affairs of the company ewen superficially.”

w1 34 % I Ri@ld @ oM S deall W AR g
NG Segad el | del R -

"Thc facts in this case flcarly reveal that ‘the Directors of
Tc company} in| question ]111(] failed in their duty to exercise
ue care and diligence and allowed the company 0 fabricate
"l/vc/ﬁgurcs and muking false (Lsclosu[cs- Facts in('licntc that

they have (mrlooked the numcrous red flags in the rewvenues,

e AUD
¢1 i LKA

. A8
: RO\ fadv wndrwa fam mvr)
R B0 YR, WA

T T QYT Ry, \,m'ﬂ qbrm fkgau
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profits, reccivables, Jcposils ctc. which sh not have escaped

the attention of a prujcnt plrson.' “1
qg Iidium India Telecom Ltd. Vs Motorola

/(2010) 3 SCC (Cri) 1201,

Incorporated & Ors. (2011) 1 SCC; 74 (u
Criminal Appeal No- 688 /2005 (ch on 20402010 & UXT 24
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"(a) a statement included in a prospectus shall be deemed

to be untrue] if the statement is frlis]ca ing in the form and
conteUt in which it is included. and

(b) where the omission from a prospectus of any matter
is calculated to mislead) the prospectus shall be deemed] in
respect of such omissio'n]: to be a prospectus in which an
untrue statement is included.”
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(3) For the purposes of this section- the Lpt:nod of
'tatxon] in relanop to offences which may be med together,
| be determined with reference to the offence which is

shable with the more severe punishment or as the case
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1 l
| "On receipt of the report referred to in paragraph 1 the

1
(zj)) shall examine the report and obtain legal adwice] if
required i

(b) shall |direct initiation of prosecution if he agrees with
the recommendation of the Registrar or inspector to initiate

prosecution against the company.”
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12. On a perusa' of all these decisions, the following

aRrinciple of law can be cullei out for computing th‘e pcriod of

itation. In a case registered on the complaint lodged by the
egistrar of Companies in respcct! of an |offence against the
l\‘%“g?' Companies Act, onc has to consider the date on which such
offence came to his knowledge. In one case, it may be that

e Registrar may have come to kngw about the offence on the

date when the TInspecting Officer jetcc(s the contravention of

the ‘Act. In another| case] he may not be aware of offence until

<\, , I . -
o Ty 8 Teport IS made by the Inspccuwg Officer to him-
A= [ ’ "/:,“', ( {
{d> [ A ;f)jlcrxrlnnation of this date of knowledge of the Registrar

4 cpcnd%urfucls of cach case- In cases where the inspection
(H) oks of accounts and other books of the Company is done

nder Clause (ii) of Section 209-A(1) of the Companies Act, a

R
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report of the inspection will have to be maclc to the Central
Gowvernment under | Subssection (6) of Section 209-A of the
Companies Act and the Registrar of Companies may come [0
; know about the commission .of such offence against the
Companies Act only when he receives a communication from
the concerned officer of the Department of Company Affairs.
In such cases the date on which he receives communication in
this regarcll will have to be taken as the starting point for
limitation under Section 469(1)(b) of the Code of Criminal
Procedure-P In the present case, the | competent| authority (the
| J] thus, had the necessary

Regional Director) granted sanction an

knowledge on 26.04.2023.

TEa el ¥ @1 Sanjay Suri ws. State Cil.M.C.
531 /2009 (20.01.2010) ¥ TE wftruifea far 8 f&5 — |

*25. Even otherwise in my wiew it cannot be said that all

c offences agaiqst Companies Act come to the knowlccigc of
istrIm on the date Balance Sheet or. other relewant document
filed in his office. The number of companies in our country
nay be running into lakhs. It woulI be impractical ancll
l‘mreali.«lstic to expect| the Registrar or his office to carry out a
dctaileq scrutiny amj cross-checking of the Balance Sheets and

other doguments filed in his office on the date the documents

/_/’~ 2 are filed or ewen soon (hereafter. ‘The Registrar does not
& 1 S i
9 possess the requisite infrastructure and manpower to carry out
i
f/ such_—an exercise. I he is to carry out a | meticulous
. examination and verification of information provided in the
o 1
? ¢ Balance Sheet and other documents filed in his office within a
. _.\7": é 9%)
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short period of say 10 or 15 Jays] h‘c will require a huge
infrastructure mcludmg office space and manpower which no
Government can prowdc to him- 1If thc Court is to take a view
) that irrespective of infrastruct‘urz;l a_nd other constraints of the
Registrar] - the offcncc is cllccmcci to have come | to his
kno ledge on the day the Balance Sheet or other document
ﬁlcd in his office or within a pcrlocl of say 10-15 days in
terms of Regulation 17 of Companies Act or any a(;ministrame
instructions] the inewitable result would be that most off the
persons wiolating the prouisﬁons of Companies Act would go
scotsfree on account of delay in filing of complaint of
Registrar of Companies. If two| views are possible the Court
mjstltak'c the wiew which woulcl a(.{vance the course of justice

discourage commission of offence such as contraventions of

panies Act. If the Directors officers or cmﬁ)loyccs of the

ny know that knowledge of of“encc would be attributed

gistrar of Companies from the date the Balance Sheet or

- (}ocumcnts as the case may be is filed in his office they

\\M, oulj be cncouragcd to violate the prowisions of the Act with

impunity sincc they would be knowing that it is neither

possible nor practical for the Registrar or his office to come to

know the offence commitle(& by them, within a short period of

| filing of the documents in his office. Such a |view if taken

g (// would only frustrate the legislative intent behind en?\clmcnt of

1/1 various pepal provisions in the Companies Act and therefore

ot be lukcn."(\\dM
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“Investors® confidence in  the capital market can be
|

susraincd largely by ensuring investors' protection- Disclosure

and transparency are the pwo pillars on which market integrity
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'\w 63- CRIMINAL LIABILITY FOR MIS-STATEMENTS IN
PROSPECTUS '

(1) thre a prospectus issued after the commencement of this
Act includes any untrue statement every person who authorised the
PR issue of the prospectus shall be punishable with imprisonment for a
',1;""15":‘_"';","’?‘,‘:("(" term \wl)ich may extend to (wo years or with fine which may
LAY - =) extend to 1 (fifty) llmuszuui rupees or with both unlcs? he proves

‘\/. . "/ eitherAfiat the statement was immaterial or that he had reasonable
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ground to believe] and Jid up to the time of the issue of the

prospectus believe] that the statement was true.
|

(2) A person shall not be dccmc(l for the purposes of this section

to hawe authorised the issue of a ptiospectus by reason only of his
having given (a) the consent required by section 58 to the inclusion
therein of a statement purponing to be made by him as an expert
or (b) the consent required by subssection (3) of section 60.

68- PENALTY FOR FRAUDULENTILY INDUCING
PERSONS TO INVEST MONEY

o Any person who either by knowingly or recklejsly making
any statement promise or forecast which is false, deceptive or

|
misleading, or by any sthoncst concealment of material facts,
|

induces or attempts to induce another person to enter into or to

offer to enter into (a) any agreement for or with a wview to

dcquiring disposing of subscribing for or un(lcrwriting! shares or
| 1

debentures or (b) any agreement the purpose or pretended purpose

of which is to secure a profit to any of the parties from the yield

T

%f& hares or debentures or by reference to.fluctuations in the walue

ares or debentures shall be punishable with imprisonment for a

°Q§m_x-‘»‘

lwhich may extend to five years or with fine which may

n

: to one lakh rupees or with both.
N>
Y g™ 628- PENALTY FOR FALSE STATEMENTS

If in any return, report, cerificate, balance sheet, prospectus,
|
statement or other document required by or for the purposes of any
@ .\xw w,/ of the provisions of this Act, any person makes a statement (a)

B /A
’ﬂwhlch is false in any material p.nllcular] knuwmg, it to be false or

save as otherwise expressly provided in this Act, be

fir
forie wrura[g fareor o)
vmm AR G T
a@g. TAY HEIAR fidia

,»l('-&

\',<



A7
“' Zt:i ’
\

65 arfrel HWwm 10 /2026
Manderr wwm 257 /2026
arelt o1 afe a0 TIER

fiefy Rt 0605202
punishable with imprisonment for a term which may extend to two

years and shall also be liable to fine.
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& 3R wemgaR SIS @) g3 d fRY Y 8| A R
N T A e TS B 9 UR B e Ay @ Rig @
21 W arfremeitror @ RgF sfaan 3 <@ gwid Dr. T. H.
S Cho:]nry Vs. Registrar of Companies & Anr. (2014) 182 Comp.
CaSISUmlianccplaccﬁi’TﬁrTuT?,mﬁ'\’Tmml?ﬁ

ESUEEIAC] A Wﬁﬂm Mohan Das Shenoy Adige

Vs. Securities and Exchange Board of India (2021 SCC Online SAT

263) @ FAMAG GRT 63, 68, 628 FYA AMFRH B TEd PHA B
el @1 @it e WET ST b1 8, Wd IEi AT
P vTeE @ feg a3l @) [fBaR gy Ry T A, 3w A
<fy® g=id Dr. T. H. Choerry Vs. Registrar of Companies &
Anr. (2014) 182 Comp. Cas 13 I reliance place @ &1 Wl 21 #
A =graTerd X T8 wfourea fear g fe—

21. Curiously, this is an activity of 'the company after receipt

money through public issue. I am afraid that iif the company did
?& {nvest the monies in the manner as promise(i in the prospectus.
pinot be considcrcrj to be a wiolation of statement in the
ectus. The issuance of a statement through the prospectus and
O abiding by the promises ma&c in the prospecujs are two (llistinct
Wactivities altogether So far as sections 63, 68 and 628 of the Act
are conccmcc|ll the directors become liable [for punishment if the
statements in the prospectus are not trug and not if the statements
madlc in the prospectus have not been a(khcchl to by the company. I
therefare, regret my inability to agree with the contention of the

v Jgarned  Assistant Solicitor General that the statements made in the

»\
ey Iy, ) \ ' )

= / prqspr s have not been  carriec n}ul which is ewident through
(42 - xR
\ 15 (o d ! i
\6 yariopy subscquent balance sheets and that petitioners accused No.
‘. \i 4
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2, as a director of nccusc(] No. | conipany consequently is liable

for punishment under sections 63, 68 and 628 of the Act.

19. faaRo =urgrerm 3 o agw fAofg B W 12 @maa 18 H
TIE WI<Y—1, 2 9 3 oI ey 7 ygd -2 Ugew @1 fawor
< gy Fred oiRa fvar €, 99 w ol &9 far o) o1 e am
B DIg AR ardreneiiTor & feg fAxfra =& foar mar 2 e
N geEwER, fRve @1 WeRe 1 W e Rerd
e @ faeg T A € ¥ 6 sdremediTor g s
A G Adged # B1g fear wor fay g ¥ R 3 e
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FawES v, e for i sy wew S=

g®fd (2014) 1 ALT (Crl) 67 Dr. T.H. Vs The
Registrar of Companies & The State or An sh 3 I8
wferafea forar mar ® f& -

"Strict Liability - Whether general allegations against all
ctors suffice for prosccution- Section 63 imposes strict
ility on anyonc authorising a prospectus  with unture
tements, unless specific decnses are proucn- Section 68 and
8 requirc mens rea, meaning I\nowlcdgc or recklessness for
false statements 0( Jl‘lmncst concu\lmcnt Where only general
qccusuons are made against directors without spccnﬁc owvert acts
dcmonstmun;, l’lf.ll’ direct involvement or l‘(.(]llll't.d mens  rea,

prosecution under Sections| 68 and 628 is not appropriate.

""Howew.r, strict liability under bcclrou 63 gqnerally requires ‘Il

=

ctual ;dclununalmn at trial n,&,ardlnj the dlrutors role and

“knowledge, if not adequately established otherwise."
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2. TP e :jv.ra Mohan Das Shenoy A(Lgc Vs.
Securities and Exchange Board of India (2021 SCC Online SAT

263) 3 A wrgTera ¥ A wfted e © -

| *20. If the IPO procfeeds were not utilized in the manner
statecl in the prospectus it doesnot mean that the subsequent action
taken by the Company in(licatesi that there was a' misstatement in
the prospectus. At best one could cbmf to the conclusion that there

was a wiolation of the tf:nns and conditions of the prospectus with

to the use of funds.

gf The ﬁndmg given by the WTM for usage of the \\.ord

flte') in the resolution of the JBoarcL of Directors to indicate
"\f:\',:"\ éf <|lisclosures 50 m]L‘e lacke material particulars antll were
\@z P e and mudfquaxc an furthcr that such Tnsstatement in the
prospectus was deliberate and part of a larger design to come out
with an JPO and divert the PO proceeds through ICDS to group
companies from the wvery inceplion is patently perverse apart from

‘
4 being based on| surmises and conjectures, In our opinion. a
;'./’, "/; ’ﬁubbcqucm event- (lcusum by the Cumpany cannot lead to an adverse
&7 el "‘;‘ ference being drawn nor can it lcdd to a conclusion that the
'\‘ e "7?( I Spcﬁ]‘!; of the Company was misleading the subscribers. Such

o

. . . ! .
finding is based on no ewidence. If a statement made in the
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| |
prospectus is not adhered to by the Company it does not become a
misstatemf:nt. At best it can be a case of the Company’violating the
terms and cond'itions of the prospectus. Thus, the finding that the
T disclosures made in ;the prospectus were  deliberately lacking in

material particulars and were inadequate is patently erroneous.
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{ﬁé *ﬁ 2. If the Company has no subsidiaries, the report shall-a
%y ' so far as regards profits and losses, (llcal with the profits or
losses of the company (distinguishing items of a non-recurring
nature) for each of [ive finangial years immcdiately preceding

e r,, lhcl issue of the prospectus and b so far as xcgar(ls the assets
4 <O7Meps hiS

\[‘ t dr}ﬁ) liabilities, dt..ll with the assets and liabilities of the
cé pany_at-the last date to which the accounts of the company
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