“The Custodian filed MP 4 of 2001 to seek relief of sale of all immovable
properties belonging to Mehtas including all their offices on the basis that
there were income tax dues required to be met and so far as corporate
entities were concerned their corporate veil was liable to be lifted. The
mala fide object of the Custodian was to paralyze the organization of
Mehtas so that they are not able to contest false claims of the Income Tax
department.”

BEFORE THE SPECIAL COURT CONSTITUTED UNDER THE
SPECIAL COURT (TRIAL OF OFFENCES RELATING TO
TRANSACTIONS IN SECURITIES) ACT, 1992
MISCELLANEOUS PETITION NO. 4 OF 2001

- Custodian appointed under the Special
Court (Trial of Offences Relating to
Transactions in Securities) Act, 1992
and having his office at 9" Floor,
Nariman Bhawan, Nariman Point,

Mumbai - 400 021. ... Petitioner

Versus

l. Growmoe Exports Pvt. Ltd. having its
office at 1207, Maker Chambers V,
221, Nariman Point, Mumbai — 400 021.

2. Ashwin Shantilal Mehta residing at
32, Madhuli, Dr. Annie Besant Road,
Worli, Mumbai — 400 018 and having his
office at 1206, Maker Chambers V.
221, Nariman Point, Mumbai — 400 021.

3. Fortune Holdings Pvt. Ltd. having its
office at 1018 Maker Chambers V,
221, Nariman Point, Mumbai-400 021.

4(a) Mrs. Jyoti H. Mehta

4(b) Mrs. Rasila S. Mehta

4(c) Mr. Aatur H. Mehta
office at 1203 Maker Chambers V,
221, Nariman Point, Mu‘mbai-400 021.

5. Growmoe Research and Assets
Management Pvt. Ltd. having its office
at 1217, Maker Chambers V,
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10.

11.

221, Nariman Point, Mumbai —400 021.
Growmoe Leasing & Investments

Pvt. Ltd. having its office at 1417/18,
Maker Chambers V, 221, Nariman Point,
Mumbai - 400 021.

Orion Travels Pvt. Ltd. having its
office at 1505, Maker Chambers V,
221, Nariman Point, Mumbai - 400 021.

Cascade Holdings Pvt. Ltd. having its
office at 610, Maker Chambers V,
221, Nariman Point, Mumbai — 400 021.

Harsh Estates Pvt. Ltd. having its
office at 1518, Maker Chambers V,
221, Nariman Point, Mumbai — 400 021.

Aatur Holding Pvt. Ltd. having its
office at 1205, Maker Chambers V,
221, Nariman Point, Mumbai — 400 021.

Commissioner of Income Tax,
Central - II, having his office at

Ayakar Bhavan, ‘ ... Respondents

To,

THE HON’BLE JUDGE APPOINTED UNDER THE
SPECIAL COURT (TRIAL OF OFFENCES RELATING
TO TRANSACTIONS IN SECURITIES) ACT, 1992
THE HUMBLE APPLICATION

OF THE APPLICANT
ABOVENAMED:

MOST RESPECTFULLY SHEWETH :
1. The Petitioner is the Custodian appointed under the
provisions of the Special Court (Trial of Offences Relating to

Transactions in Securities) Act, 1992 (hereinafter referred to as the



“said Act”). The Respondent Nos. | to 10 and 4 AB.C. are
persons/entities notified under the provisions of the said Act.
Accordingly all properties belonging to Respondent Nos. 1 to 10

stand attached on and from 8‘h June 1992.

2. The Respondent No.11 is the Commissioner of Income Tax
looking into the assessments of the Respondent No.l to 10 and 4

AB.C.

3. During the course of investigations by the Reserve Bank of
India, large scale irregularities and malpractices were noticed in
transactions in securities, indulged in by some brokers in collusion
with employees of various Banks and Financial Institutions. The
irregularities and malpracfices led to the diversion of funds from
Banks and Financial Institutions to the individual accoﬁnts of the
brokers. To deal with the situation, to ensure speedy recovery of
huge amounts involved, to punish the guilty and restore confidence
and maintain the basic integrity and credibility of the Banks and

Financial Institutions, the said Act was enacted.

4. The Respondent Nos. 1 to 10 were notified as it was found on
the basis of i;lformation received that they were involved in offences
relating to transaction in securities. Their properties were attached
as and from 8" June, 1992. The properfies which were attached
include various immovable properties belonging to Respondent Nos.

1 to 10 and 4 A,B,C.

5. A list of immovable properties of the Respondent No. 1 to 10
and 4 A,B,C which form the subject matter of the present petition is

contained in a schedule annexed hereto and marked as Exhibit ‘A’.



6. [t will be clear from a perusa! of the Janakiraman Committee,
Joint Parliarhentary Committee and Inter Disciplinary Group Reports,
that the Respondent Nos. | to 10 and 4 A,B,C herein were interalia
responsible for diverting large sums of moneys from various Banks
and Financial Institutions to themselves and to va;ious entitles owned
and controlled by them. The cléims of the Banks and Financial
Institutions against the Harshad Mehta Group as a whole including
Respondent Nos. 1 to 10 and 4a,b,c exceeds Rs. | 239 crores. The
Petition craves leave .to refer to and rely upon the copies of the said

reports when produced.

7. Apart from the aforesaid, the claims of the Respondent No.11
towards the Income Tax dues of the Respondent Nos. 1 to 10 and
4a,b,c exceeds Rs.6787 crores. A copy of an Affidavit dated 19t
January, 2060 filed by the Respondent No. 11 in this Hon’ble Court
in Misc. Petition No. 64 of 98 showing the Income Tax outstanding
of the Responéent Nos. 1 to 10 and 4 A, B, C is annexed hereto and

marked as Exhibit ‘B’.

8. Apart \from the aforesaid, it is respectfully submitted that this
Hon’ble Court has by its orders dated 3 August, 1993 passed in
Misc. Application Nos. 149 of 1993, 146 of 1993, 150 of 1993, 127
of 1993, 129 of 1993, 151 of 1993, 148 of 1993, 134 of 1993, 128 of
1993 and 142 of 1993 directed the concerned Respondent Nos. 1 to
10 and 4 A, B, C to disclose all properties belonging to them
wherever situated. Thereafter three firms of Chartered Accountants
were appointed by this Hon’ble Court for examination of accounts of
Respondent Nos. | to 10 and 4 A, B, C. The Petitioner craves leave

to refer to and rely upon copies of the orders when produced. The
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Respondent Nos. 1 to 10 were consistently in default in filing their
accounts with the said Chartered Accountants for re-examination.
As a result of which the Petitioner was constrained to file Misc.
Application No. 47 of 1996 in this Hon’ble Court. The Respondent
Nos. 2, 4, 5 and 6 undertook to furnish the relevant accounts to the
said Chartered Accountants between March and September 1997.
The Petitioner crave;‘, leave to refer to and rely upon a copy of the
order dated 4" February, 1997 passed by this Hon’ble Court. The
Respondent Nos. 2,4, a,b,c and 5 are yet to furnish the accounts to
the said Chartered Accountants. The Petitioner has, therefore, filed
Contempt Petition No.117 of 2000 which is pending in this Hon’ble
Court. The Petitioner craves leave to refer to and rely upon the copy
of the said petition when pr'oduced.v In so far as the Respondent Nos.
1, 3, 6, 7’, 8 and 9 are concerned, their accounts have been re-
examined by the said Chartered Accounts which interalia reflected
that the said companies were nothing but fronts for notified parties
viz, Shri Harshad S. Mehta, Shri Ashwin S. Mehta, Shri Sudhir S.
Mehta and Smt. Jyoti H. Mehta. The shares in the said companies
were held entirely by the individual notified parties of the Harshad
Mehta Group and their relatives. It was also observed that the said
companies were entirely controlled by the individual notified parties
as the funds received by the companies were from the individual

notified parties. Annexed and marked Exhibits ‘C1 to C7’ are

statements showing the share holding in each of the said companies,
loans and advances received by the companies from the notified
parties. From the said reports, it is seen that even the share
transactions were carried out by these companies through Ms.

Harchand S. Mehta, M/s. Ashwin S. Mehta and M/s. Jyoti H. Mehta
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and various irregularities have been noticed by the said Chartered

Accountants in their reports. Some of which are enumerated herein

below:

)

2)

3)

The funds for meeting the operating expenses of companies
were financed by M/s. Harshad S. Mehta, M/s. Ashwin S.
Mehta and M/s. Jyoti H. Mehta, These entities refused to
certify that the funds a;ivanced to th.e companies were out of
their own funds and not out of borrowed funds.
The companies purchased and sold shares, debentures and
other securities through the broking firms of M/s. Harshad S.
Mehta. M/s. Ashwin S. Mehta and M/s. Jyoti H. Mehta. The
entrieé for the purchase and sale were recorded in the books
of accounts by way of journal entries with debit and credit to
the respective broker’s accounts. There is neither inflow nor
outﬂow of funds in respect of transactions in the records of
the cqmpanies and heavy balances are reflected in the
investment account, which is shown as either receivable or
payable to these broking firms.
The entries in the investment accounts are on the basis of bills
receivéd from the broking firms of M/s. Harshad S. Mehta,
M/s. Ashwin S. Mehta and M/s. Jyoti H. Mehta, which were
not supported by relevant contract notes. Some of the
contracts entered into by the companies/broking firms were
void contracts.
(a) Harshad S. Mehta contended that the Hon’ble Special
Court had not appointed the 3 firms of Chartered

Accountants to determine the legality of the transactions

or otherwise of the transactions.
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4) (a) Variations were noticed between rates quoted at Stock
Exchange and those mentioned in contract notes.
(b) There are various transactions, which had been entered
into at
rates which differ by more than 5% from the official
rates of the  Stock Exchange.

5) Distinctive Numbers of shares purchased and sold and
proof for delivéry of shares received or given wefe not
kept on record.

6) In many cases vouchers along with supporting bills,
invoices Challan were furnished to the Chartered
Accountants. Even shares and debentures, Which were
in the custody of companies, were not furnished to the
Chartered Accountants for physical verification.

7) The transactions of loans and advances were not
supported by documentary evidence but were based on
oral agreements between the parties.

8) Many shares stated to be purchased through broking firms
of M/s. Jyoti H; Mehta before the date of notification were
not delivered to the companies till date.

9) Relevant information for verification of assets and
liabilities of the companies were not furnished to the
Chartered Accountants.

The Chartered Accountants, in view of the aforesaid
irregularities and in the absence of required particulars/documents
being furnished to them, have mentioned in their reports that they
are unable to certify the correctness of the assets and liabilities of the

Companies as on 8" June, 1992.



. The petitioner craves leave to refer to and rely upon the
copies of the said reports when produced. The corporate veil in
respect of these companies ought to be lifted. It is thus submitted
that it will be clear that the corporate veil ought to be lifted. The
said compaﬁies are nothing but fronts of the notified but fronts of the
notified parties. In any event, it is respectfully submitted that the
said companies had various outstanding to individual notified
entities, which are required to be recovered for discharge of their

liabilities.

9. It is respectfully submitted that the various office and other
premises are owned by the Respondent No.1 to 10 and 4 a,b,c as per
the details given in the schedule annexed hereto and marked Exhibit
‘A’. It is submitted that after the notification of the aforesaid
Respondents they have ceased to carry on any business and the only
work that they were supposed to carry on from these premises was
related to transfer of shares and finalisation of accounts as ordered
by this Hon’ble Court. It is submitted that such large premises are
not required for the aforesaid work and it will be appropriate to have
the premises‘ sold under orders of this Hon’ble Court. It is also
significant that in respect of the aforesaid premises, the Petitioner is
regularly releasing from attached accounts electricity charges and
the society charges every month/quarter and till December, 2000
such expenditure exceed Rs. 36 lacs in case of society charges and
Rs.40 lacs in the case of electricity charges. The details of these
expenses are contained in a schedule annexed hereto and marked as
Exhibit ‘D’ and Exhibit ‘E’ respectively.. From the quaﬁtum of
electricity charges set out above, it is clear that the said premises are

being misused by the Respondents for other personal purposes and
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for carrying out other business not permitted under orders of this
Hon’ble Court. In any event, it is respectfully submitted that the
attached assets are being frittered away for paying electricity charges
and society charges and it would be appropriate that the said
premises be sold under orders and directions of this Hon’ble Court
after retaining some portion thereof for carrying out the work

assigned by this Hon’ble Court.

10.  In the circumstances set out herein above, it is submitted that
this Hon’ble Court be pleased to order and permit the Petitioner to
sell the properties to sell the properties listed in Exihibit ‘A’ herein
on such terms and conditions as this Hon’ble Court may deem fit

and proper.

11. It is respectfully submitted that under the provisions of the
said Act, the Petitioner herein is entitled to deal wit the attached
assets as per the directions of this Hon’ble Court. This Hon’ble

Court has exclusive jurisdiction to entertain the present petition.

12.  The Petition is verified by Mr. M.P. Purushu, Officer on
Special Duty in the Office of the Custodian, who is conversant with

the facts of the case and is able to depose to the same.

13.  The Petitioner will rely on documents, a list whereof is

annexed.

14.  The Petitioner, therefore, prays:
(a)  That this Hon’ble Court be pleased to order and permit
the Petitioner to sell the properties listed in Exhibit ‘A’
herein on such terms and conditions as this Hon’ble

Court may deem fit and proper.
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(b)  for costs;
(¢)  for such further and other relief’s as the nature and

circumstances of the case may require.

Constituted

Attorney
to the Petitioner

Application is drawn by
Mr. Gaurav Joshi
Advocate,

High Court, Mumbeai.

for MESSRS. PRAVIN MEHTA & MITHI & CO.,

RE - VERIFICATION

I, P. Gangadharan of Mumbai, Indian Inhabitant and constituted
Attorney of the Custodian do hereby solemnly re-declare what is stated by
way of amendment in red and is true to my own knowl~dge information

and belief and [ believe the same to be true.

Solemnly re-declare at Mumbai

aforesaid this day of 2003

/True Copy/





