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HIGH COURT FOR THE STATE OF TELANGANA
AT HYDERABAD

WEDNESDAY, THE NINETEENTH DAY OF APRIL
TWO THOUSAND AND TWENTY THREE

PRESENT

THE HONOURABLE THE CHIEF JUSTICE UJJAL BHUYAN
AND

THE HONOURABLE SRI JUSTICE N.TUKARAMJ

WRIT APPEAL NO: 107 OF 2023

2.

AND
1.

2.

3.

...RESPONDENTS

lA NO: 1 OF 2023

Petition under Section 151 CPC praying that in the circumstances stated in
the affidavit filed in support of the petition, the High Court may be pleased to
suspend the order passed in W.P.No. 45712 ot 2018 dt. 1711012022, pending
disposal of the main Writ Appeal, in the interest of justice.

Counsel for Appellants: SRl. VEDULA SRINIVAS, SENIOR COUNSEL,
REPRESENTING MS. K.K. JAYASREE

Counsel for Respondents: SRl. V. RAMAKRISHNA REDDY
The Court made the following: JUDGEMENT

Writ Appeal under clause 15 of the Letters Patent Preferred Against Order
Dated 1711012022 inWP No 45712 of 2018 on the fite of the High Court.

Between:

1. [\/anturi Shashi Kumar, S/o: Narsimhulu, Aged about 44 years,
Occ. Agriculture Rl/o H.No. 4-8-109, PSI\rlL, Sadasivpet Sangareddy Dist;ict.

Manturi Swapna, W/o: M.Shashi Kumar, Aged 36 years, Occ. Housewife,
Rl/o H.No. 4-8-109, PSML, Sadasivpet Sangaieddy District.

.,,APPELLANTS

The Director, Directorate of Enforcement, Govemment of lndia, Ministry of
F.inance Dgqq4nqlt of Revenue, 3rd Floor, Shakar Bhavan Basheefiigh,
Hyderabad-500 004.
The Joint Director, Directorate of Enforcernent, Government of lndia, Ministry
of Finance Department of Revenue, 3rd Floor, Shakar Bhavan Basheerbagti,
Hyderabad-500 004.
The Assistant Director, Directorate of Enforcement, Government of lndia,
Ministry of Finance Department of Revenue, 3rd Floor, Shakar Bhavan
Basheerbagh, Hyderabad-S0O 004.
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THE - I(}N'BLE THE CHIEF JUSTICE UJJAL II}J:[TY,{N

AND
,t HE HON'BLE SRI JUSTICE N. TUKARAIVI.II

WRIT APPEAL No. 1O7 of 2o23

JUDGMENl' i.'et ttt< ttoti'bLe Llrc (:ttkl JustLcr L)!oL DhuAerL)

llearr: lvilr. Vedula Srinivas. learnerl Se:r:r Counsel

represt:ntir 1 IUs. K.Jayasree, learned courrs el for the

appellzrnts r .nd Mr. V.Ramakrishna Redd.,,, learr:ed counsel

for the Enfr: :cernent Directorate i.e., the r,,'sporr(l3n1s.

2. Thrs rtrpr-'al is directed against the order dated

17.1O.t2022 prr.ssed by the learned Single Judgr: disrmissing

W.P.No.45i7 2 <tf 2078 filed by the appellants rs the vvrit

petitroners

3. Appell u:ts had filed the related writ petrti,tn seeking

a dire,:tror o the respondents, mor€ par'1-r cul arly to

respon<lent rlo.2, to release the property from att tctrment

4 . As pe ' t 1e case of the appellants as proj t:, :te<l in the

r.r,rit affidav. , appellant No.1 u'as arrayed as a:< us:d No.1



in F.l.R.No.369 of 2OO9 registered before the parancheru

Police Station under Sections 120B, 420,423,46g and,4Zl

of the Indian penal Code, lg60 (rPC). Foltowing

charge sheet was
rnvestigation carried out b.v the police,

filed in the Court of Additional First Class Judicial
Magistrate, Sangareddy, which upon cognizance was

registered as C.C.No.31 9 of 20lO. Following registration of
the criminal case, ECIR/02/HZO/2O1O/ lgls was

registered under the prevention of Money Laundering Act,

2OO2 (briefly, ,the pMLA, hereinafter) by the Enforcement

Directorate. Thereafter, provisional attachment order

No.06/2O16 dated 3O. 12.2016 was passed by respondent

No.2 provisionally attaching the following properties of the

appellants:

(i) 80 guntas of land Sy.No.lSl/A, registered vide
document No.5l96l2o09, dated 30.06.2009 with SRO,
Sangareddy (R.O) in the name of Shri Manturi Shashi
Kumar.

(ii) 19 guntas of land at Sy.No. t22lA, registered vide
document No. 1019/2O 15 , d,ated 26.02.20 1S with SRO,

\
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SadirsL p:t in ihc narne ol Smt. Marlturi Su'agrrr:: W,1o

Shri l\ rrrtun Sh:rshi Iiumirr.

(iiL) ti guntas ol lar'rd at Sy.No.122/ L5 r,'rlrste:'cd

vidc c, cunLeni No.2749 l20l5, datcd 27.C2.21( ri with

SRO, 'arlasivpct in the namc of Smt. Ma!-rtu rr Sr"ap;-ra,

V//o. l: rri Iuanturi Shashi Kumar.

(it) l0 s<luare yards of land of Plot No.SB trrd ,3 Part

at Sr'. \o.727, ()pp. PSML. residenti:rl area Saci sir'ltet

Nlunici r:rI Limits, Medak District reqistercrl v.de

docurr 'n: No.436/2009, dated 13.02.20119 u'i It SFIO,

Sadas:' p,rt in tht: name of Smt. Manturi iwaprLit W /o.

Shri M n tu-i Shirshi Kumar.

5. ThererLfter respondent No.2 filed origilt ri cc,mplaint

under Secti )r. 5(5) of PMLA against appeLlartl-s i Lnd others.

After the p rovisional attachment orcler, zrrljudicating

authorr ty [) r-ssed order dated 25.02.2017 c() llirrrting the

provisional rt,achment order made by respond lI t Nfo.2

6 . Accor: irLg to the appellants, while C. O. No.3 1 9 of

20 1O uas F,'nding on the lile of learned Additional ,Judicial

First Class Vlagistrate, Sangareddy, the r:ase u/i1s referred

to Lok. Arl rlat and on compromise reach€ (.[ ltetr,t,een

I
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appellants and the de facto complainant P.Sudheer

Reddy, order dated 2O.O3.2O|B vvas passed discharging

appellant No.l from the criminal case besides closure of

C.C.No.319 of 2010.

7. Appellants informed respondent No.2 about closure

of C.C.No.319 of 2OlO on 01.O5.20 18 and requested the

said authority to release the properties from attachment

However, no decision was taken by respondent No.2 artd

the attached properties continued to remain under

attachment. In the circumstances, appellants filed the

related writ petition seeking the relief as indicated above.

8. The writ petition was contested by the respondents

by liling counter affidavit. Stand taken in the counter

affidavit was that acquittal in predicate offence would have

no bearing or effect in the investigation or trial under

PMLA, as PMLA deals only with the offence of money

laundering. It was stated that complaint as contemplated

under PMLA has already been filed before the Court of
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Nletropolrtz ) Sessions Judge, llvderabad, anti upon

empt>u,eled tc order restoration of proport cr; :Lttached

cognizan<'c br-'iltg taken, the same has t'een -, gislercci as

S.C.No.342 o1 2018. Reference w'as mad( to lllr' provisions

of t he Pre, e:rtion of Money Launderinq (Rt: s :or,ltion of

Proper'-y) J: ules, 2016, more particularly to R-rle 3-A

thert:of . r,r'l- 'r,:after it u'as contented thal Spe c I rl tlourt is

urnder sutl> , er:tion (1 ) of Section 5 ol PMLA

9. Learnr d Single Judge after consrderlltl: tlie rival

pleaclings a. rd submissions made at the Ilar oLr,;errred that

in the pre.31It case, C.C.No.319 of 20 L 0 hrrs; ended in

acquittal br way of compromise and not o I mr:rit. If

exonerzrtion i :r adjudication proceedings is o rr tt:chnrcal

grounds an C not on merit, prosecution mz.'z continue.

DecJinirg t( grant any relief to the appe1lalls, learned

Single ,Judl; : however granted liberty to the e.p lellarrts to

approar:h t)-e designated court for release of 1: rop'erty by

\'\ray of an zt tgrlication under Rule 3-A of the Fl'r:'ver-Ition of

Money Lau: dering (Restoration of Property) IlLrles, 2016,
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with the further observation that it q'as for the designated

court to take a decision in the matter. Consequently, the

writ petition came to be dismissed vide the order dated

17.to.2022.

10. Aggrieved, the present appeal has been filed.

1 1. On 16.02.2023 this Court while issuing notice,

passed the following order:

Heard Mr. Vedula Srinivas, learned Senior

Counsel for the appellants.

Appellants had frled the related writ petition for

setting aside of the attachment of properties followrng

closure of C.C.No.3 19 of 2010.

Learned Single Judge held that acquittal of the

appellants in C.C.No.319 of 2010 was on compromise; it
was not on merit.

Learned Senior Counsel submits that when the
predicate offence is no longer there, in view of closure of
the criminal case on acquittal, continuing with the

attachment of property under the Prevention of Money

Laundering Act, 2OO2 by taking the view that the

)
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irr iach,' I llloperlies arc

sl r st:lir r '(i.

proceeds of crrrre carr)or be

I ;s ,te notice

'lr V.Ramakrishna Reddy, lcarnerl crrun:;cl

lr,, rn,r:s ro lice for all the responde nts.

orrsidering that only pure questron o[ lil.r. rs

inrol.'e: rrncl that respondents had a-lreadl'ltled cc.r ntcr

:rfficlar';t l:efore the learned Single Judgc, filing lI frer;h

ccrrnie- alficlal,it is not rcquired. An ender ,ou: r:,] ay 1>e

m.ide t h:ar the matter on the returnablc,late.

12. Lcarnr: I Senior Counsel for the app3l .ants has

referred to l:eotion 320 of the Code of Criminal l)rocedure,

1973 (C)r.I'].,, ). more particularly to sub-s,--ctiorr '8) thereof

and sut)mitrr that compounding of an offence uIt:ler Section

320 Cr.P.C \,/ould have the effect of acqu tl al of the

accusec . \r h:n the criminal case has endec in 3losure

with Lhc acr- ur ttal of the appellants, therr: is r.o predicate

offence agairrst the appellants. That berng tltt: position,

continllrng ,'ith attachment of the property rv,rt:ld not be

justified. l,e r Lr red Senior Counsel has plat:ed rt: l anr:e on a

I
I
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Single Bench decision ol this Court in Jagati Publications

Ltd. v. Enforcement Directorater and submits therefrom

that existence of scheduled offence and proceeds of crime

being the property derived or obtained as a result of

criminal activity relating to the scheduled offence are

conditions precedent not only for initiating prosecution

under PMLA but also for continuation thereof. He,

therefore, submits that learned Single Judge fell in error in

rejecting the prayer of the appellants by holding that

acquittal of appellants was on compromise and not on

merit

13. On the other hand, Mr. V.Ramakrishna Reddy,

learned counsel for the respondents submits that

appellants, instead of approaching the designated court

constituted under PMLA by Iiling necessary application

under Rule 3-A of the Prevention of Money Laundering

(Restoration of Property) Rules, 2O16, had approached this

Court by filing a writ petition for release of the property

L

' MANU lrL/149212022
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frorr, atterc . n- ettt. He submits that even under liectior-r 8(6)

arcl (i') oi PMLA, it is the Special Col rt u''rr:h has the

mandzrte t c orrsider an application for re lease of attached

propertJ. lt' further submits that appellantr; ilave filed a

crirninal I) )t.tion before this Court under liection 482

Cr P.C. lrt ng Crl.P.No.13439 of 2018, for cluashing of

proc eecling , in S.C.No.3 42 of 2078. Insteac rrf 1;ursuir-rg

the cr:min:1 pertition, appellants have fiL:d tl-r: relilted li'rit

petilron rt t ich u'as rightly not entertainscl b'r the learned

Sing,le.Judr e

l4 []ubr- issions made by learned courlsel f'rr the parties

havc rece'ir' -'c the due consideration of the Cott:-t

1 5. Iiacts; in the present appeal lie with irt a narrow

compe,ss. {s; already noted above, appellant I'o' I was an

accused ir the criminal case for ofl'ence s which are

considerec e.s predicate offences under- PI\4 'r:r' In view

thereof, .r . ar;e rilas registered under PMI-A fo-lowing which

the ltrop: rties mentioned above 
"\ 

ere 1:rovisionally
(
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attached. Subsequently, the provisional attachment u,as

confirmed by the adjudicating authority whereafter

complaint was lodged before the designated court based on

which S.C.No.342 of 2018 has been registered

16. In the mealwhile, in view of the settlement arrived at

between the de facto cornplainant and appellant No.l, the

criminal court referred the matter to Lok Adalat and when

the matter was settled in Lok Adalat, the criminal court

discharged appellant No. 1 vide order dated 20.03.20 18

leading to closure of the criminal case as well. It was

thereafter that appellants had moved the respondents for

release of the Yttached properties. Finding no response,

the related writ petition came to be filed. Learned Single

Judge took the view that the criminal case i.e., C.C.No.319

of 2010 has ended in acquittal of appellant No.1 by way of

compromise and not on merit. Therefore, he declined to

invoke the writ jurisdiction and relegated the appellants to

the forum of the designated court for release of the

attached property by liling application under Rule 3-A of

ll I
I
I
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the Prevc'n o-i of Moncr, Laundering (Rest<rration cl

Propertr ) t.ll e:;, 2016

17 . Sectior 32C Cr.P.C dea-ls with r:omp l Lnding of

offence. As per sub-section (1), the offences l:,un shable

unrler varior. s s(:cl-ions of iPC specilied in the :,: ble under

the szLid sulr .section may be compounded by 1.h: persons

mentioncd tlierein. As per sub section ,2), t:,, olfences

punishable - n le r various sections of IPC specifred in the

table mr:ntir re d therein mav, with the pr:rmiss;r on of the

court before rvhich any prosecution for such offence is

pending. br: r ornpounded by the persons menti,)red in the

table

1 8. There ; no dispute that the sectior-rs uncler which

appellant Nr 1 lr,as prosecuted are compoundalrle under

Section 32t) )r.P.C. Sub-section (8) thereof cl:arl'7 says

that corrrposL ir,n of an offence under Section il:rO ,lr.P.C

shall have tl' e elTect of an acquittal of the ac,:t. se<l with

whom the ofli nce has been compounded. Thert:1i.,re, when
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the criminal case i.e., C.C.No.319 of 20 10 ,"r,as closed by

the criminal court upon being compounded through the

medium of Lok Adalat, it had the effect of acquittal of

appellant No. 1.

19. Section 3 of PMLA deals with the offence of money

laundering. It says that whoever directly or indirectly

attempts to indulge or knowingly assists or knowingly is a

party or is actually involved in any process or activity

connected with the proceeds of crime including its

concealment, possession, acquisition or use and projecting

or claiming it as untainted property shall be guilty of the

offence of money laundering.

20. The expression "proceeds of crime" is dehned under

Section 2(l )(u) of PMLA to mean, any property derived or

obtained directly or indirecfly by aly person as a result of

criminal activity relating to a scheduled offence or the

value of any such property or where such property is taken

or held outside the country, then the property equivalent in

l
I
t
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value hcid ',\'ith the coLlntn' or abrozld. ,a,s per thc

include pro rr rty not on l_\' derived or oirtain,:rl from the

Explanatiorr it has been clarified that l)rocL'():ls of crtme

scheduled o Tence but also anv property uhich rnay directly

or indirec tl' ber derived or obtained as a rt:r; -rlt of any

crimina-l acr. vity related to the scheduled offence

21. Tl-rus the' expressior-r "proceeds of :riIne" is

intrinsicalll r,:lzrted to a scheduled offerrce. L nrust be

derived as a resnlt of criminal activitv relat able to a

scheclut ed c le noe

22. Bt:fore r,,e deal u.ith the decision of tlr: Srpreme

Court i:e Vii a1' 114a6.olal Choudhary v. Unio:r of India2,

we maJ, L ie fly advert to the Prevetttion tf Money

Laundering iRr:storation of Property) Rules, 2Ol(i. on which

much reliar ct: has been placed by Mr. V.Ra,rnal<rishna

Reddv, lear: erl counsel for the Enforcenrent I) irer:torate.

From ttLe til e ol' the said rules itself it is evidr:nt t,-rat the

' 2022 SCC OnL r re S(l 929

I



.G
)

said rules have been framed for the purpose of restoration

of property attached and confiscated in the course of

proceedings under PMLA. While Rule 3 deals with the

manner of restoration of conliscated property, Rule 3-A

deals with manner of restoration of property during trial.

As per sub-rule (l), the Special Court, after framing of the

charge may decide an application that may be moved for

restoration of property attached under sub-section (1) of

Section 5 or seized or frozen under Section 17 or Section

18 of PMLA prior to confiscation by public notice in

newspapers etc., so as to enable claimants having a

legitimate interest in such property to establish their

claims. As per sub-rule (2) of Rule 3-A, if the property

referred to in sub-rule (1) is insufficient to meet the loss

sulTered by the claimant as a result of the offence of money

laundering, the Special Court may pass an order of

restoration of property directing the Central Government to

auction such property and disburse on a pro-rata basis in

accordance with the share of loss suffered by each
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claimarLt. 'Vhile sub rulc (3) deitls u'i'h iht' lirnitation

period l-or L; lEiing such a ciaim, sub rule i4) Ir a -rdzttes the

SpcciaL Cor- r[ to give an opportlltrit]' ol [rez.r'ing to the

o\vtler cf thc propertv before deciding on rt'stol eLr- on

23. From h: scheme ol Rule 3 A of the P-: r'ention of

Money Laur-dr:ring (Restoration of Proper-ty) F.t- les, 20 16,

r.r,hat is discr rrril;le is that this provision is prirtr; rih meant

for a clzLimat t to seek restoration of property rvr ch he had

lost as a res tl - of the predicate offerlce leatdil-rg 1t.r pt'oceeds

of crirne anc consequently the offenc:e of moneY lt;.undering.

This provisi,. n may not be applicable in :L casr: where the

predicate o fe nce itself has been clost'd ,)n being

compoundetl under Section 320 Cr.P.C.

24. Wr: mzL , now deal with the decision of 1.t1,: Srtpreme

Court ltr Vii r5' Madanlal Choudhary (supra). Sr-tpreme

Court dr:alt vit h the expression "proceeds of crirne" in the

fo[ou,Inf] ma1 tn er:

21 1, The "proceeds of crime" l)cing the core : I th:

ingredie: ts conslitutilrg rhe oflence of rl(')ne) - (
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Iaundering, that exprcssion needs to be construed

strictly. In that, all properties recovered or attached by

the investigating agency in connection with the criminal
activity relating to a schcdulcd offence under the general

law carnot be regarded as proceeds of crime. There may
be cases where the property involved in the commission

of scheduled offence attached by the investigating

agency dealing with that offence, cannot be wholly or
partly regarded as proceeds of crime within the meaning

of Section 2(1)(u) of the 2OO2 Act - so long as the whole
or some portion of thc property has been derived or

obtained by any person "as a result of,crirninal activrty
relating to the stated scheduled offence. To be proceeds

of crime, therefore, the property must be derived or

obtained, directly or indirectly, "as a result ol. criminal
activity rclating to a scheduled offence. To put it
differently, the vehicle used in commission of scheduled

offence may be attached as property in the concerned

case (crime), it may strll not be proceeds of crime within
the meaning of SecLion 2(1)(u) of the 2OO2 Act. Similarly,
possession of unaccounted property acquired by legal
me€rns may be actionable for tax violation and yet, will
not be regarded as proceeds of crime unless tlle
concerned tax legislation prescribes such violation as an

offence arrd such offence is included in the Schedule of
the 2OO2 Act. For being regarded as proceeds of crime,
the property associated with the scheduled offence must
have been derived or obtained by a person "as a result
ol" criminal activity relating to the concemed scheduled
offence. This distinction must be bome in mind while I



4L/', lli

r(,ck()r r! zulY propcrtv icferred to in I]lc scf, ciu ed

ollellc( as, proceeds of cnm( for thc purpo;c oi t:t 2002

Art. t,aing u'ith proceeds of crime br uav of an-r'

Jlroccs! or acti\.ltY constltutes offenc, ,li I on(l-\'-

Iaurr,lt ir.rg rrnder Section 3 of the Act.

25. Therei fter, Supreme Court observt d th rt it is only

such F'ropc 
-t'; which is derived or obttinec Cir:ct11- or

indirecr,ly ir r a result of criminal activity r llirtil)g to a

scheduled < ff:nce that can be regarderl as ltroceeds of

crime. Aut rorities under PMLA cannot rescl l tc action

against an,r l)erson for monev launderirrrl on an

assurnption ttrat the property recovered ];y th:r a rnust be

proceei s of ct inre and that a scheduled offetl :r' hils been

committed, u niess the same is registere(l u'ith the

jurisclictionr; I police or pending inqtrin' ]: efo re the

competent fl ntm. Supreme Court held as follou s:

11 53. 1'ersely put, it is only such pr()perty \t hich

ir; der .,el or obtained, drrectly or indirecrly, , ts a

r,:sult of criminal activity relatirlg to rL sch,:,J Lrle<l

o[fenc,: can be regarded as proceeds of crimr: Thr:

author tit:s under the 2OO2 Act cannot resort to a( tioll

againsr rny person for money-launder ing t,tr art
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assurnption that thc propert), recoverecl by thern must

be proceeds of crime and that a schcduled offence has

been committed, unless the same is registered with

the jurisdictional police or pending inquiry by way of
complaint before the competent forum. F or, the

expression "derived or obtained" is indicative of

criminal activity relating to a scheduled offence

already accomplished. Similarly, in the event the

person named in thc criminal activity relating to a
scheduled offence is f-rnally absolved by a Court of

competent jurisdiction owing to an order of discharge,

acquittal or because o[ quashing of the crirninal case

(scheduled offence) against him/her, there can be no

action for money-laundering against such a person or

person claiming through him in relation to the

property linked to the stated scheduled offence. This

interpretation alone can be countena-nced on the basis

of the provisions of the 2OO2 Act, in particular Section

2(1)(u) read with Section 3. Taking any other view

would be rewriting of these provisions and

disregarding t1.e express language of dehnition clause

'proceeds of crime", as it obtains as of now.

26. In the said decision, Supreme Court also posed the

question as to whether the offence under Section 3 is a

standalone offence? Answering this question, Supreme

lp+-..
,fE

Court held that offence under Section 3 is dependent on
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thc u'ron51f I and illegal gain of properl v as ; ;-,:suit of

criminai .r rt vity relating to a sctreoui:ri offence

Authoriserl o'ficer under PMLA gets the .r,rth()ritv to

prosecLLte a r), person for the offence of n-ronev laundering

onlv if therc' e;<ists proceeds of crime withrn tht r netrning of

Section 2(1)u) of PMLA. trven though tht: [iM[,A is a

complete co lc in itself, it is only respecrt:)f nattersln

connccted v it r the offence of money larrnderirrg rrnd for

lhat, existerl rc of proceeds of crime withil-r the rrteaning of

Section 2(1)l r) of PMLA is quintessential. Abse r- eristence

of procereds rf crime, the authorities under PI/ll,A cannot

step in or in tirrte anv prosecution. Supreme O,rt rt held as

lollou's

21 11. The next question is : whether the ofi nct'

u nde'r ie,;tion 3 is a standalone offence? [ndeec , rt is'

d,:pentl :nt on the wrongful and illegal gair: of pr,>::rtr

as a r( ;u t rrf criminal activity relating to r scht t[ .tlec

offenc( l\ evertheless, it is concerning tht procr:r;r; or

ar:tivit., connected with such property. ,r'. rich

constitr te s offence of money-laundering. The pr()l),rrt-\

musl ( urdily the definition of "proceeds of t t i re'
tu-rder ie :tion 2(1)(u) of the 2OO2 Act. As ob: t r.ved

ezrlier ail or whole of the crime properly linkt r I to
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scheduled offence need not be rcgarded as proceeds of

crime, but all properties qualifying the dehnition of

"proceeds of crime" under Section 2(1)(u) will
necessarily be crime properties. Indeed, in the event of
acquittal of the person concerned or being absolved

from allegation of criminal activity relating to

scheduled offence, and if it is established in the court
of law that the crime property in the concerned case

has been rightfully owned and possessed by him,

such a property by no stretch of imagination can be

termed as crime property and ex consequenli proceeds

of crime within the meaning of Section 2(1)(u) as it
stands today. On the other hand, in the trial in
connection with the scheduled offence, the Court

would be obiiged to direct return of such property as

belonging to him. It would be then paradoxical to still
rega-rd such property as proceeds of crime despite

such adjudication by a Court of competent
jurisdiction. It is well within the jurisdiction of the

concerned Court tryrng the scheduled offence to
pronounce on that matter.

2E2. Be it noted that the authority of the

Authorised Oflicer under the 2OO2 Act to prosecute

Erny person for offence of money-laundering gets

triggered only if there exists proceeds of crime within
the meaning of Section 2(l)(u) of tlae 2OO2 Act and
further it is involved in any process or activity. Not

even in a case of existence of undisclosed income and
irrespective of its volume, the definition of "proceeds of

I
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( rirr,c' u rder Section 2(l)iu) rvill get attr,rct(ci, L lless

L'r€ pr prrty has been dcrived or obtaine(i as a ltsu t

ol crur iral activity relating to a schedul< d ofl'er, e. . t

ir; ir,rsr iblc that in a gl\,en case after the disco r: y r,l

l rrqe ' r) rnrc of undisclosed property, th,: autt o, isei

officer n'a1 be advised to send informrltion [,r th3

jrrrisd. trrnal police (under Section 66(2) of th( :,lOO:2

Act) or registration of a schedu led olli:nc:

conterr p()raneously, includlng for further nra-'stt6,i tiott

irr a rending case, if any. Or-r receipt c,f 'ucll
ur[orr rtirn, the jurtsdictional police wou)d I,e t lrligeil

t() rc'g t( r the case by way of FIR if it is a co5JrLl::abl:

offerLc : or ils a non-cognizable offence (NC cirr;r:), a s

tlre cirle nlay be. If the offence so repolt(:c s il

s -hedr; eri offence, only in that eventualitl , th,r

proper.y recovered by the authorised olficer w,rukl

1;arrtal,, tee colour of proceeds of crime utrder Se t:tiort

2(1)(u) cf ttrc 2OO2 Act, enabling him to take frrthe-

it,ltlon rnder the Act in that regard.

28:l . Ilvr:n though, the 2OO2 Act is a colnljlet('

Cocle n itself, it is only in respect of rzL.terl;

t:onner: erl rvith offence of money-laundering, arcl for'

tlrat, r xistence of proceeds of crime within tht'

rreali:'g rf Section 2(1)(u) of the Act is qu intcss,::. tial

Absenr e)dstence of proceeds of crime, as afcrre:;aid,

tlre zrull( rilies under the 2OO2 Act cannc,t stcp itr ol'

ir itiatt arty prosecu tion.

28zl l'r other words, the Authority under the 2 002

A,rt. is to prosecute a person for offence ol r() re)'
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laundering only if it has reason to belicve. which is
required to be recorded in wnting that rhe person is in
possession o[ "procecds of crime". Only r[ that belief is

further supported by tangible and credible evidencc

indicative o[ involvement of the person concerned in
any process or activity connected with the proceeds of
crime, action under the Act can be taken forward for

attachment and confiscaLion of proceeds of crime and

untul vesting thereof in the Central Government, such

process initiated would be a standalone process.

27. Finally, in paragraph 467, Supreme Court

summarised its conclusion on various points. In paragraph

467(dl, Supreme Court concluded as under:

467.In the light of the above analysis, we now
proceed to summarise our conclusion on seminal

O"-,:_r: issue in the following terms:-

(v) (d) The offence under Section 3 of the 2OO2

Act is dependent on illegal gain of property as a result
of criminal activity relating to a scheduled offence. It
is concerning ttre process or activity connected with

such property, which constitutes the offence of money

laundering. The Authorities under the 2OO2 Act

cannot prosecute any person on notional basis or on

tlle assumption ttlat a scheduled offence has been

committed, unless it is so registered with the
t
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(()Inllr'

r ischi t

crirLitt

( ()Inp('

ftol-le'

sLrclr

sclrt d L

'tronal policc zrndT'or pending 'nc;uirl 'tritri

nrl l;y u'i.Lr ol crirninal complainL beltre the

er)t forum. Il the person is 1i:ta1iY

-g,,rd /acquittcd of the scheduled ollencr: ol the

case against him is quashed by tht' C ltrt of

ent jurisdiction, there can be no oflenr e of

lrru;-rderirtg against him or any ()ne c:l lirning

)r()porty 1;eing the property linkt d to s;.atel

Iel offerrcc claiming him.

28. Thurs, rccording to Supreme Court, lhe o:li:nc': under

Section 3 o PMLA is dependent on illegal gain (,'f Frroperty

as a r(:suil of criminal activity reiating to tt scheduled

offent:e. [f I re person is finally discharged or zL:)quitted of

the schcclulr d offence or the criminal case agtrirlst him is

quashe(l by tlre court, there caIr be no offen(:(l of money

laundering : gitinst him or anyone claiming su()t1 property

being the pr ol)erty linked to the scheduled of [r: nct:. It is

immatc-ial l,,r the purpose of PMLA whether ac-qr'rittal is on

merit or on : otnPosition.

29. Thris <l -'cision was examined in detail ll1 a Single

Bench of th s Court in Jagati Publications Lt:tl. (supra)
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After analysing the above decision ol the Supreme Court,

this Court held that the expression "proceeds of crime"

which is the very essence of the offence of monev

iaundering needs to be construed strictly. Oniy such

property which is derived or obtained directly or indirectly

as a result of criminal activity relating to a scheduled

offence can be regarded as proceeds of crime. Thereafter,

this Court held that if a person is finally

discharged/acquitted of the scheduled offence or the

criminal case against him is quashed by a court of

competent jurisdiction, there can be no offence of money

laundering against him or anyone claiming such property

being the property linked to the stated scheduled offence

through him. Summing up the position, Single Bench of

this Court held that existence of scheduled offence and

proceeds of crime being the property derived or obtained as

a result of criminal activity relating to the scheduled

offence are sine qua. non for not only initiating prosecution

under PMLA, but also for continuation thereof. In the

J

!

\



(rl

abset-tc,: of r h(tse tu,o conditions, the Spe,;iai C orrrt dealing

with thc rrfl :rLce under PMLA would not be cornp,:tent to

pi-onounce c 1 the guilt or otheruise of r.lre person

concerrled il rcused of money laundering.

30. Arlver: ng r:o the facts of the present case, il is evident

that upor:L r lc sure of the criminal case anC i; cqtrittal of

appellant Nr .I on discharge, lhere is no schedrtred offence

against ttre e ppellants. in the absence of z;ny crime,

question of r ny proceeds of crime would not arisr

31. We iat therefore, of the view that learr.red Single

Judge LLad t:'r,:d in refusing to grant relief to the appellants

by taking th: view that acquittal of the appeliirrrts was on

compromise and not on merit and relegating th: a.ppellants

to the lbrurr . rf the designated court. Wherr 1-.:rere is no

crime beceit ;e of closure of the criminal case irrr,olving the

predicat.e c fence, continuation of attachnr,:r t of the

properties o aopellants would not be justified.

(
I
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32. In the circumstances, we allow this writ appeal by

setting aside the order of the learned Single Judge dated

17.1O.2022. Resultantly, W.P.No.45712 of 2Ol8 is aiso

allowed by directing the respondents to release the

properties of the appellants from attachment.

Miscellaneous applications pending, if any, shall

stand closed. However, there sha_ll be no order as to costs
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