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ARUN KUVAR, J:

This matter arises froma reference nade by a two Judge Bench of this
Court for determ nation of the foll'owi ng questions by a |arger Bench

" ( a whet her for purposes of Section 141 of the
Negoti abl e I nstrunments Act, 1881, it is sufficient if the
substance of the allegation read as a whole fulfill 'the

requirenents of the said sectionand it is not necessary to
specifically state in the conplaint that the persons accused
was in charge of, or responsible for, the conduct of the
busi ness of the conpany.

(b) whether a director of a conpany woul d be
deened to be in charge of, and responsible to, the
conpany for conduct of the business of the conpany and,
therefore, deened to be guilty of the of fence unl ess he
proves to the contrary.

(c) even if it is held that specific avernents are
necessary, whether in the absence of such avernents the
signatory of the cheque and or the Managi ng Directors of
Joi nt Managing Director who adnittedly would be in
charge of the conpany and responsible to the company for
conduct of its business could be proceeded against. "

The controversy has arisen in the context of prosecutions |aunched
agai nst of ficers of Conpani es under Sections 138 and 141 of the Negoti abl e
Instrunments Act of 1881 (hereinafter referred to as the "Act"). The rel evant
part of the provisions are quoted as under

"Section 138

Di shonour of cheque for insufficiency, etc., of funds in
t he account \026
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Where any cheque drawn by a persons on an account

mai ntai ned by himw th a banker for paynent of any

amount of noney to anot her persons fromout of that

account for the discharge, in whole or in part, of any debt
or other liability, is returned by the bank unpaid, either
because of the ampbunt of noney standing to the credit of
that account is insufficient to honour the cheque or that it
exceeds the ampunt arranged to be paid fromthat account

by an agreenment nmade with that bank, such person shal

be deened to have conmitted an offence and shall

wi t hout prejudice to any other provisions of this Act, be
puni shed with inprisonnment for a termwhich may be
extended to two years, or with fine which may extend to

twi ce the anount of the cheque, or with both:

Provi ded that nothing contained in this section shal
apply unl ess \ 026

(a) the cheque has been presented to the bank within a
peri od of six nonths fromthe date on which it is

drawn or within the period of its validity, whichever us
earlier.

(b) the payee or the holder in due course of the cheque, as
the case may be, nmmkesa demand for the paynent of

the said account of noney by giving a notice in

witing, to the drawer of the cheque, within-thirty days

of the receipt of information by himfromthe bank

regarding the return of the cheque as unpaid; and

( ¢ )the drawer of such cheque fails to make the paynent
of the said anmpunt of nobney to the payee or, as the
case may be, to the holder in due course of the cheque,
within fifteen days of the receipt of the said notice.

Expl anati on \ 026 For the purposes of this section, "debt or
other liability" neans a |egally enforceabl e debt or other
liability.

Section 141 :
O fences by compani es \ 026

[1] If the person conmitting an offence under section 138 is
a conpany, every person who, at the tine the offence was
conmitted, was in charge of, and was responsible to the
conpany for the conduct of the business of the conmpany, as
wel | as the conmpany, shall be deened to be guilty of the
of fence and shall be liable to be proceeded agai nst and
puni shed accordingly:

Provi ded that nothing contained in this sub-section shal
render any person liable to punishnment if he proves that the
of fence was commtted without his know edge, or that he had
exercised all due diligence to prevent the comm ssion of such
of f ence.

Provi ded \ 005\ 005\ 005\ 005\ 005

[2] Notwithstandi ng anything contained in sub-section (1),
where any offence under this Act has been comitted by a
conpany and it is proved that the of fence has been
commtted with the consent or connivance of, or is
attributable to, any neglect on the part of, any director,
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manager, secretary or other officer of the conpany, such
director, manager, secretary or other officer shall also be
deened to be guilty of that offence and shall be liable to be
proceeded agai nst and puni shed accordingly."

It will be seen fromthe above provisions that Section 138 casts
crimnal liability punishable with inprisonnent or fine or with both on a
person who i ssues a cheque towards discharge of a debt or liability as a
whol e or in part and the cheque is dishonoured by the Bank on presentation
Section 141 extends such crimnal liability in case of a Conpany to every
person who at the tine of the offence, was incharge of, and was responsible
for the conduct of the business of the Conpany. By a deening provision
contained in Section 141 of the Act, such a person is vicariously liable to be
held guilty for the offence under Section 138 and puni shed accordi ngly.

Section 138 is the charging section creating crimnal liability in case of
di shonour 'of a cheque and its main ingredients are

(i) I'ssuance of a cheque.

(ii) Presentation of the cheque

(iii) Di shonour of the cheque

(iv) Service of statutory notice on the person sought to be rmade liable,
and

(v) Non- conpl i ance-or non-paynment in pursuance of the notice within

15 days of the receipt of the notice.

Sections 138 and 141 of the Act formpart of Chapter XVII introduced

in the Act by way of an amendment carried out by virtue of Act 66 of 1988
effective from 1st April, 1989:. These provisions were introduced with a
view to encourage the culture of use of cheques and enhancing the
credibility of the instrunents. The | egislature has sought to inculcate faith in
the efficacy of banking operations and use of negotiable instrunents in

busi ness transactions. The penal provision is neant to di scourage people
fromnot honouring their commitnents by way of paynent 't hrough cheques.
Section 139, occurring in the same Chapter of the Act creates a presunption
that the holder of a cheque receives the cheque in discharge, in whole or in
part, of any debt or other liability.

In the present case, we are concerned with crimnal liability on

account of dishonour of cheque. It primarily falls on the drawer conpany

and is extended to officers of the Conpany. The normal rul e in the cases
involving crimnal liability is against vicarious liability, that is, no one is to

be held crimnally liable for an act of another. This normal rule is, however,
subj ect to exception on account of specific provision being made in statutes

extending liability to others. Section 141 of the Act is an instance of
specific provision which in case an of fence under Section 138 is committed
by a Conpany, extends crimmnal liability for dishonour of cheque to

of ficers of the Conpany. Section 141 contains conditions which have to be
satisfied before the liability can be extended to officers of a conpany. ~Since
the provision creates crinminal liability, the conditions have to be strictly
conplied with. The conditions are intended to ensure that a person who is
sought to be made vicariously liable for an of fence of which the principa
accused is the Conpany, had a role to play in relation to the incrimnating

act and further that such a person should know what is attributed to himto
nmake himliable. In other words, persons who had nothing to do with the

matter need not be roped in. A conpany being a juristic person, all its deeds
and functions are result of acts of others. Therefore, officers of a Conpany
who are responsible for acts done in the name of the Conpany are sought to

be made personally liable for acts which result in crimnal action being taken

agai nst the Conpany. It nakes every person who, at the tine the offence
was conmitted, was incharge of, and was responsible to the Conpany for
the conduct of business of the Conpany, as well as the Conpany, liable for

the offence. The proviso to the sub-section contains an escape route for
persons who are able to prove that the offence was commtted w thout their
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know edge or that they had exercised all due diligence to prevent

comm ssion of the offence.

Section 203 of the Code enpowers a Magistrate to disniss a

conpl aint w thout even issuing a process. It uses the words "after

consi dering" and "the Magistrate is of opinion that there is no sufficient
ground for proceeding”". These words suggest that the Magistrate has to
apply his mind to a conplaint at the initial stage itself and see whether a case
i s made out against the accused persons before issuing process to them on
the basis of the conplaint. For applying his nmind and forning an opinion as
to whether there is sufficient ground for proceeding, a conplaint nust nake
out a prima facie case to proceed. This, in other words, neans that a

conpl aint must contain material to enable the Magistrate to make up his

mnd for issuing process.  If this were not the requirenent, consequences
could be far reaching. If a Magistrate had to issue process in every case,
the burden of work before Magistrates as well as harassnment caused to the
respondents to whom process is issued would be tremendous. Even Section

204 of the Code starts with the words "if in the opinion of the Magistrate

t aki ng cogni zance of an offence there is sufficient ground for

pr oceedi ng\ 005\ 005" The words “sufficient ground for proceedi ng" again
suggest t'hat ground should be nade out in the conplaint for proceeding

agai nst the respondent. It is settled |law that at the tinme of issuing of the
process the Magistrate is required to see only the allegations in the
conpl ai nt and where allegations in the conplaint or the chargesheet do not
constitute an offence against a person, the conplaint is liable to be

di sm ssed

As the points of reference will show, the question for consideration is
what shoul d be the avernments in a conplaint under Sections 138 and 141.
Process on a conpl aiint under Section 138 starts normally on basis of a
witten conplaint whichis placed before a Magistrate. The Magistrate

consi ders the conpl ai nt -as per provi sions of Sections 200 to 204 of the Code
of Crimnal Procedure. The question of requirenent of avernents in a

conpl aint has to be considered on the basis of provisions contained in
Sections 138 and 141 of the Negotiable Instruments Act read in the |ight of
powers of a Magistrate referred to in Sections 200 to 204 of the Code of
Crimnal Procedure. The fact that a Magistrate has to consider the conplaint
before issuing process and he has power to reject it at the threshold, suggests
that a conpl aint should nake out ‘a case for issue of process.
As to what should be the avernents in a conplaint, assunes

i mportance in view of the fact that, at the stage of issuance of process, the
Magi strate will have before himonly the conpl ai nt- and t he acconpanyi ng
documents. A person who is sought to be nmade accused has no right to

produce any docunments or evidence in defence at that stage.” Even at the
stage of fram ng of charge the accused has no such right and a Magi strate
cannot be asked to look into the docunments produced by an accused at that
stage, State of Orissa vs. Debendra Nath Padhi [2005 (1) SCC 568]-.

The officers responsible for conducting affairs of conpanies are

generally referred to as Directors, Managers, Secretaries, Mnaging

Directors etc. What is required to be considered is: is it sufficient to sinply
state in a conmplaint that a particular person was a director of the Conpany at
the tinme the offence was committed and nothing nore-is required to be said?
For this, it may be worthwhile to notice the role of a director iin a conpany.
The word "director’ is defined in Section 2 (13) of the Conpanies Act, 1956
as under:

" "director" includes any person occupying the position of director,

by what ever nane call ed"

There is a whole chapter in the Conpanies Act on directors, which is

Chapter Il. Sections 291 to 293 refer to powers of Board of Directors. A
perusal of these provisions shows that what a Board of Directors is

enmpowered to do in relation to a particul ar conpany depends upon the role

and functions assigned to Directors as per the Menorandum and Articles of
Associ ation of the conpany. There is nothing which suggests that sinply by
being a director in a Conpany, one is supposed to discharge particul ar
functions on behalf of a conpany. It happens that a person may be a director
in a conpany but he may not know anythi ng about day-to-day functioning of
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the conpany. As a director he may be attendi ng neetings of the Board of
Directors of the Conpany where usually they decide policy matters and

gui de the course of business of a conpany. It may be that a Board of
Directors nmay appoint sub-comrittees consisting of one or two directors

out of the Board of the Company who may be made responsible for day-to-

day functions of the Conpany. These are matters which form part of

resol utions of Board of Directors of a Conpany. Nothing is oral. What

enmerges fromthis is that the role of a director in a conpany is a question of
fact depending on the peculiar facts in each case. There is no universal rule
that a director of a conpany is in charge of its everyday affairs. W have
di scussed about the position of a Director in a conpany in order to illustrate
the point that there is no magic as such in a particular word, be it Director,
Manager or Secretary. It ‘all depends upon respective roles assigned to the
officers in a conpany. A conpany nay have Managers or Secretaries for

di fferent departnents, which nmeans, it may have nore than one Manager or
Secretary. These officers may also be authorised to issue cheques under

their signatures with respect to affairs of their respective departnments. WII
it be possible to prosecute a Secretary of Departnent-B regarding a cheque

i ssued by the Secretary of Departnent-A which is di shonoured? The

Secretary of Department-B may not be know ng anythi ng about issuance of
the cheque in question. Therefore, mere use of a particular designation of an
of ficer without nore, may not ‘be enough by way of an avernment in a

conplaint. Wen the requirenent in Section 141, which extends the liability
to officers of a conpany, is that such a person should be in charge of and
responsi ble to the /'conpany for conduct of business of the conpany, how can

a person be subjected to liability of crinminal prosecution without it being
averred in the conplaint that he satisfies those requirenents ? Not every
person connected wi'ith a Conpnay is made |iable under Section 141.

Liability is cast on persons who nmay have sonething to do with the
transaction conpl ained of. A person who is in charge of and responsible for
conduct of business of a Conpany woul d naturally know why the cheque in
guestion was issued and why it got di shonoured.

The position of a Managing Director or a Joint Managing Director in

a conpany may be different. These persons, as the designation of their

of fice suggests, are in charge of a conpany and are responsible for the

conduct of the business of the conpany. 1In order to escape liability such
persons may have to bring their case within the proviso to Section 141 (1),
that is, they will have to prove that when the of fence was commtted they

had no know edge of the offence or that they exercised all due diligence to
prevent the conm ssion of the offence.

Whi | e anal ysing Section 141 of the Act, it wll be seen that it operates
in cases where an offence under Section 138 is commtted by a conpany.
The key words which occur in the Section are "every person". These are

general words and take every person connected with a conmpany within their
sweep. Therefore, these words have been rightly qualified by use of the
words " who, at the tinme the offence was committed, was in charge of, and
was responsible to the company for the conduct of the business of the
conpany, as well as the conpany, shall be deened to be guilty of the

of fence etc." What is required is that the persons who are sought to be nade
crimnally liable under Section 141 should be at the tine the offence was
conmitted, in charge of and responsible to the conpany for the conduct of
the business of the company. Every person connected with the conpany

shall not fall within the anbit of the provision. It is-only those persons who
were in charge of and responsible for conduct of business of the conmpany at
the time of commission of an offence, who will be liable for crimnal action

It follows fromthis that if a

director of a Company who was not in charge of and was not responsible for
the conduct of the business of the conpany at the relevant time, wll not be
liable under the provision. The liability arises frombeing in charge of and
responsi bl e for conduct of business of the conpany at the relevant tine

when the of fence was comitted and not on the basis of nerely holding a
designation or office in a conpany. Conversely, a person not hol ding any

of fice or designation in a Conpany may be liable if he satisfies the main
requi rement of being in charge of and responsible for conduct of business of
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a Conpany at the relevant tine. Liability depends on the role one plays in
the affairs of a Conpany and not on designation or status. |If being a Director

or Manager or Secretary was enough to cast crimnal liability, the Section

woul d have said so. Instead of "every person" the section would have said
"every Director, Manager or Secretary in a Conpany is |liable"\005..etc. The
legislature is aware that it is a case of crimnal liability which means serious

consequences so far as the person sought to be nmade |liable is concerned.
Therefore, only persons who can be said to be connected with the

conmission of a crime at the relevant time have been subjected to action

A reference to sub-section (2) of Section 141 fortifies the above

reasoni ng because sub-section (2) envisages direct involvenment of any
Director, Manager, Secretary or other officer of a company in comm ssion of
an offence. This section operates when in a trial it is proved that the offence
has been commtted with the consent or connivance or is attributable to

negl ect on the part of any of the holders of these offices in a conmpany. In
such a case, such persons-are to be held liable. Provision has been nmade for
Directors, Mnagers, Secretaries and other officers of a conpany to cover
themin cases of their proved invol venent.

The conclusion is inevitable that the liability arises on account of

conduct ," act or om ssion on-the part of a person and not nmerely on account
of holding an office or a position in a conpany. Therefore, in order to bring
a case within Section 141 of the Act the conplaint nust disclose the
necessary facts which make a person |iable.

The question of what should be avernents in a crimnal conplaint has

cone up for consideration before various Hiugh Courts in the country as al so
before this Court. Secunderabad Health Care Ltd. and others v.

Secunder abad Hospitals Pvt. Ltd. and others [1999 (96) C. C. (AP) 106]

was a case under the Negotiable Instruments Act specifically dealing with
Sections 138 and 141 thereof. The Andhra Pradesh H gh Court hel d that

every Director of a conpany is not automatically vicariously liable for the
of fence committed by the conpany. Only such Directors or Director who

were in charge of or responsible to the conpany for the conduct of business
of the conpany at the material tinme when the offence was conmitted al one
shall be deenmed to be guilty of the offence. Further it was observed that the
requi rement of lawis that "there nust be clear, unanbiguous and specific

al | egati ons agai nst the persons who are inpleaded as accused that they were
in charge of and responsible to the conmpany in the conduct of its business in
the material time when the offence was commtted." The sane H gh Court

in v. Sudheer Reddy v. State of Andhra Pradesh and ot hers [2000 (99) CC
(AP)107] held that "the purpose of Section 141 of the Negotiable
Instruments Act woul d appear to be that a person who appears to be nerely

a director of the Conmpany cannot be fastened with crimnal liability for an
of fence under Section 138 of the Negotiable Instruments Act unless it is
shown that he was involved in the day-today affairs of the conpany and was
responsi ble to the conpany." Further, it was held that allegations inthis
behal f have to be nade in a conplaint before process can be i ssued agai nst

a person in a complaint. To sane effect is the judgment of the Madras Hi gh
Court in R Kannan v. Kotak Mihindra Finance Ltd. 2003 (115) CC ( Mad)

321. In Lok Housing and Constructions Ltd. v. Raghupati Leasing and

Fi nance Ltd. and another [2003 (115) CC (Del) 957], the Del hi H gh Court
noticed that there were clear avernents about the‘fact that accused No.2 to
12 were officers in charge of and responsible to the conpany in the conduct
of day-to-day business at the time of comm ssion of offence. Therefore, the
Court refused to quash the conpl aint. In Sunil Kumar Chhaparia v.

Dakka Eshwar ai ah and another [2002 (108) CC (AP) 687, the Andhra

Pradesh High Court noted that there was a consensus of judicial opinion that
" a director of a conpany cannot be prosecuted for an offence under Section
138 of the Act in the absence of a specific allegation in the conplaint that
he was in charge of and responsible to the company in the conduct of its

busi ness at the relevant time or that the offence was commtted with his
consent or connivance." The Court has quoted several judgments of various
H gh Courts in support of this proposition. W do not feel it necessary to
recount them all

Cases have arisen under other Acts where simlar provisions are

contai ned creating vicarious liability for officers of a conpany in cases




This document is retrieved c ASE G URU
htt p: //JUDIS.NIC. I N SUPREVE COURT OF | NDI A from https://casequru.in @ 5 7 of

where primary liability is that of a conpany. State of Karnataka v. Pratap
Chand and others 1981 (2) SCC 335 was a case under the Drugs and

Cosnetics Act, 1940. Section 34 contains a sinilar provision naking every
person in charge of and responsible to the conpany for conduct of its

busi ness liable for offence cormitted by a conmpany. It was held that a
person liable for crimnal action under that provision should be a person in
overall control of day-to-day affairs of the conpany or a firm This was a
case of a partner in a firmand it was held that a partner who was not in such
overall control of the firmcould not be held liable. In Minicipa
Corporation of Delhi v. Ram Ki shan Rohtagi and others [1983 (1) SCC 1],

the case was under the Prevention of Food Adulteration Act. It was first
noticed that under Section 482 of the Crimnal Procedure Code in a
conplaint, the order of a Magistrate issuing process agai nst the accused can
be quashed or set aside in a case where the allegation nade in the conpl aint
or the statenents of the witnesses recorded in support of the sane taken at
their face value make out absolutely no case agai nst the accused or the
conpl ai nt does not di sclose the essential ingredients of an offence which is
arrived at agai nst accused. This enphasi ses the need for proper averments

in a conplaint before a person can be tried for the offence alleged in the
conpl ai nt'.

In State of Haryana v. Brij Lal Mttal and others 1998 (5) SCC 343

it was held that vicarious liability of a person for being prosecuted for an
of fence committed under the Act by a company arises if at the material time
he was in charge of and was al so responsible to the conpany for the conduct

of its business. Sinply because a person is a director of a conpany, it does
not necessarily nean that he fulfils both the above requirenents so as to
make himliable. Conversely, w thout being a director a person can be in
charge of and responsible to the conmpany for the conduct of its business.
K.P.G Nair v. Jindal Mnthol I'ndia Ltd. [2001 (10) SCC 218] was a

case under the Negotiable Instrunments Act. It was found that the allegations
in the conplaint did not in express words or with reference to the allegations
contai ned therein nmake out a case that at the time of commi ssion of the

of fence, the appellant was in charge of and was responsible to the conpany
for the conduct of its business. It was held that requirement of Section 141
was not net and the conpl ai nt agai nst the accused was quashed. Simlar

was the position in Katta Sujatha(v. Fertilizers & Chem ucals Travancore

Ltd. and another [ 2002 (7 SCC 655]. This was a case of a partnership. It
was found that no allegations were contained in the conplaint regarding the
fact that the accused was a partner in charge of and was responsible to the
firmfor the conduct of business of the firmnor was there any allegation that
the of fence was nade with the consent and connivance or that it was
attributable to any neglect on the part of the accused. It was held that no
case was nmade out agai nst the accused who was a partner and the conpl ai nt

was quashed. The latest in the line is the judgment of this Court in

Monaben Ket anbhai Shah and another v. State of Gujarat and others

[ 2004 (7) SCC 15]. It was observed as under

"4, .1t is not necessary to reproduce the llanguage of Section
141 verbatimin the conplaint since the conplaint is required to
be read as a whole. |If the substance of the allegations nade in
the complaint fulfil the requirenments of Section 141, the
conplaint has to proceed and is required to be tried with. It is

al so true that in construing a conplaint a hypertechnica

approach shoul d not be adopted so as to quash the sane. The

| audabl e obj ect of preventing bouncing of cheques and

sustaining the credibility of comrercial transactions resulting
in enactnent of Sections 138 and 141 has to be borne in mnd
These provisions create a statutory presunption of dishonesty,
exposing a person to crimnal liability if paynent is not made
within the statutory period even after issue of notice. It is also
true that the power of quashing is required to be exercised very
sparingly and where, read as a whole, factual foundation for the
of fence has been laid in the conplaint, it should not be quashed.
Al the same, it is also to be renmenbered that it is the duty of
the court to discharge the accused if taking everything stated in
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the conplaint as correct and construing the allegations nade
therein liberally in favour of the conplainant, the ingredients of
the of fence are altogether |acking. The present case falls in this
category as woul d be evident fromthe facts noticed

herei nafter."

It was further observed:

"6 .. The crimnal liability has been fastened on those who, at
the time of the commission of the offence, were in charge of

and were responsible to the firmfor the conduct of the business

of the firm These may be sl eeping partners who are not

required to take any part in the business of the firm they nmay

be | adi es and others who may not know anyt hi ng about the

busi ness of the firm _The primary responsibility is on the
conpl ai nant to nake necessary averments in the conplaint so

as to make the accused vicariously liable. For fastening the
crimnal liability, there is no presunption that every partner
knows about the transaction. The obligation of the appellants to
prove that at the tinme the offence was comitted they were not

in charge of and were not responsible to the firmfor the

conduct of the business of the firm would arise only when first
the compl ai nant nmakes necessary avernents in the conpl aint

and establishes that fact. The present case is of total absence of
requisite avernents in‘the conplaint."

To sumup, there is al nbst unaninous judicial opinion that necessary
avernents ought to be contained in a conplaint before a persons can be
subjected to crimnal process. A liability under Section 141 of the Act is
sought to be fastened vicariously on a person connected with a Conpany,
the principal accused being the conpany itself. It is a departure fromthe
rule in crimnal |aw against vicarious liability. ‘A clear case should be
spell ed out in the conplaint against the person sought to be nade |iable.
Section 141 of the Act contains the requirenents for making a person liable
under the said provision. That respondent falls within paraneters of Section
141 has to be spelled out. A conplaint has to be exam ned by the Magistrate
in the first instance on the basis of averments contained therein. |If the
Magi strate is satisfied that there are avernents which bring the case within
Section 141 he would issue the process. W have seen 'that nerely being
described as a director in a conmpany is not sufficient to satisfy the
requi rement of Section 141. Even a non director can be liable under Section
141 of the Act. The avernments in the conplaint would al'so serve the
purpose that the person sought to be made |iable would know what is the
case which is alleged against him This will enable himto neet the case at
the trial.

In view of the above di scussion, our answers to the questions posed in
the Reference are as under:

(a) It is necessary to specifically aver in a conplaint under Section
141 that at the tine the offence was conmtted, the person accused

was in charge of, and responsible for the conduct of business of the
conpany. This avernment is an essential requirenment of Section

141 and has to be nade in a conplaint. Wthout this avernent

being made in a conplaint, the requirements of Section 141 cannot

be said to be satisfied.

(b) The answer to question posed in sub-para (b) has to be in negative.
Merely being a director of a conpany is not sufficient to nake the

person |iabl e under Section 141 of the Act. A director in a

conpany cannot be deenmed to be in charge of and responsible to

the conpany for conduct of its business. The requirenment of

Section 141 is that the person sought to be made |iable should be

in charge of and responsible for the conduct of the business of the
conpany at the relevant tinme. This has to be averred as a fact as

there is no deened liability of a director in such cases.

(c) The answer to question (c ) has to be in affirmative. The question
notes that the Managing Director or Joint Managing Director
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woul d be adnmittedly in charge of the conpany and responsible to
the conpany for conduct of its business. Wen that is so, holders
of such positions in a conpany becone |iable under Section 141 of
the Act. By virtue of the office they hold as Managing Director or
Joint Managing Director, these persons are in charge of and
responsi bl e for the conduct of business of the conpany. Therefore,
they get covered under Section 141. So far as signatory of a
cheque which is dishonoured is concerned, he is clearly

responsi ble for the incrimnating act and will be covered under
sub-section (2) of Section 141.

The Reference having been answered, individual cases may be listed
bef ore appropriate Bench for disposal in accordance with | aw.




