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Kerala High Court: Directors Can Be Prosecuted for Offences Even After Dissolution of the Company

In the case of Susan Thomas v. State of Kerala (CRL.MC NO. 6570 OF 2022), a bench led by Justice A. Badharudeen,
recently delivered a significant ruling on the liability of company Directors in criminal matters. It was held that
directors, managers, and authorized representatives can be prosecuted for offences committed by a company even
after its dissolution. The decision came while adjudicating a petition under Section 482 of the Code of Criminal
Procedure, 1973, filed by Susan Thomas, a director of the dissolved company M/s. A/ Zarafa Travels and Manpower
Consultations, seeking to set aside a 2022 order of the Special Court (CBI), Ernakulam, which had arrayed her as an
accused.

The case arose from allegations that A/ Zarafa Travels, a manpower recruitment company, defrauded nursing
aspirants between December 2014 and March 2015. The directors allegedly collected over X100 crores and illegally
transferred the funds through hawala channels to Dubai. According to the prosecution, the scheme was
orchestrated by the second accused and assisted by Susan Thomas, who was then serving as a director. Multiple
charges were invoked, including Section 420 and Section 120B of the Indian Penal Code, provisions of the
Prevention of Corruption Act, the Emigration Act, 1983, and the Prevention of Money Laundering Act, 2002

Susan Thomas argued that since the company had been dissolved through a ROC notification in 2021, it ceased
to exist and could not appoint or compel any representative for criminal proceedings. She maintained that while
she was willing to face trial in her individual capacity, she could not represent a non-existent company. Her counsel
relied on Section 248 of the Companies Act, which governs dissolution, and on Section 305 of the CtPC, which
presumes the existence of a company for appointment of a representative. Reference was also made to precedents
such as Krishnaswamy Sridbar v. State by CB, where courts had clarified that the absence of a representative should
not automatically lead to coercive appointments.

The Enforcement Directorate opposed this view, relying on Section 248(7) of the Companies Act, which provides
that dissolution does not affect the liability of directors or managers, and such liability continues “as if the company
had not been dissolved.” According to the prosecution, this provision ensures that criminal responsibility is not
extinguished merely because the company ceases to exist as a juristic entity.

The High Court analyzed these competing positions in detail. It is observed that Section 305 CrPC is applicable
only to existing companies. However, under Section 248 of the Companies Act (analogous to Section 560(5) of
the earlier Companies Act), while the company is struck off the register, the liabilities of those in management
continue. Further, Section 250 clarifies that a dissolved company continues to operate for limited purposes of
discharging liabilities. The Court emphasized that criminal liability, like civil liability, must survive dissolution;
otherwise, dissolution could be misused as a shield for fraudulent activities. The Court also noted that under
Section 71 of PMLA, the provisions override conflicting laws, and Section 70 specifically fixes liability on both
companies and the persons in charge. Thus, prosecuting directors even after dissolution was consistent with
legislative intent.
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In reaching this conclusion, the Court relied on Supreme Court precedents, including Aneeta Hada v. Godfather
Travels & Tours (P) Ltd., State of Madras v. C.1. Parekh, and the recent Dbanasingh Prabbu v. Chandrasekar (2025).
These judgments reaffirm that directors cannot be held vicariously liable unless the company itself is prosecuted.
The Court distinguished this from partnership firms, where liability is joint and several, allowing prosecution of
partners without prosecuting the firm. Companies, by contrast, operate on the principle of vicarious liability,

requiring simultaneous prosecution of both the company and its responsible officers.

Ultimately, the High Court upheld the Special Court’s order appointing Susan Thomas as the representative of
the dissolved company. It ruled that despite the dissolution of A/ Zarafa Travels, prosecution against the company
could continue by appointing a former director to represent it in proceedings. The Court dismissed the petition,
holding that such an arrangement was legally permissible and necessary to ensure accountability. It is further
suggested that legislative clarification may be required to expressly address the prosecution of dissolved or struck-
off companies.

This ruling reinforces the principle that dissolution does not extinguish criminal liability. By affirming the validity
of prosecuting both a dissolved company and its directors, the Kerala High Court has provided clarity on the
scope of vicarious liability and ensured that dissolution cannot serve as a legal loophole to escape accountability

for financial crimes.
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