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BEFORE THE SPECIAL COURT CONSTITUTED UNDER THE
PROVISIONS OF SPECIAL COURT (TRIAL OF OFFENCES RELATING TO
TRANSACTIONS IN SECURITIES) ACT, 1992

Misc. Application No. 8 OF 2016

Jyoti Mehta & ors ... Applicant
V/s
The Custodian ... Respondents
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B& accouts wit the Public Sector Bans ae available
electronically. This data has the Fllowing felds: Na&e of
BankBrach; a&aount invested; interest; &ount ¥r investment;
due date (maturity date); and total @ount investible afer maturity.

etc.

(b) Data relating to Court proceedings: Data such as cause list/
progress report submitted by Advocate on Record etc., ae
available electronically since the year 2007. This data has te
Fllowing felds: Serial no. of Cause list; Case no.; File no.;
notifed pawy; petitioner/applicats/respondent/ case title; issue in
brief befre the Cou; decision of the Court; naae of
OSD/Advisor dealing te case at Mumbl o¥ce of Custodia;
name of the Counsel; next heaing date; ay action required by
Custodian; Status of disposal etc. This dlta assists this o¥ce to
directly monitor the progress of case in the Hon'ble Special Cour
on a day to day basis including compliace to the orders of te

Hon'ble Special Court.

(c) Monthly statement of Fesh Court cases Fled: These are
mantained in the subject Registers and also in an electronic ¥ rat
since the year 2007. The data has the Fllowing felds: Serial no.;

- Case type/no.; paculars of applicants/petitioners/respondents;

date ofboard etc.

(d) Electronic retention/storage of all communications: All
ofce correspondences exchanged by this offce with any
personentity is available in this o¥ce in electronic Frat since
the yea 2010.

(e) Electronic retention and storage of pleadings: all
Applications, Affdavits, Rejoinders, Reports etc, Fled on behalfof
the Custodian in the Hon'ble Special Court ae also available
electronically since the yea 2010.

(F Data on Assets ad Liabilities of Notifed parties: This
data is available in the subject fles. In addition, the data is also
available in electronic ¥ wrat Fr periods relating to the year 2011
ad beyond. The data has the Fllowing felds: Nae of the
notifed party; date of notifcation; cash ad Fxed deposits (value
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in crore); shares; immovable assets and jewellery; recoverable
decrees; non-recoverable assets; total assets; liabilities under
Section 11(2)(a); liébilities under Section 11 (2)(b); liabilities
under Section 11 (2)(c) of the Act; and total liabilities etc.

(2) Data on amounts distributed to Government, Banks and
others: The data is available in the subject files. In addition, the
data is also available in electronic format for periods relating to the
year 2011 and beyond. The data has the following fields: Name of
the notified party; date of payment, to whom paid-IT/Bank/Others,
Distribution Report or MA No. concerned, Reference to enabling
Special Court or Supreme Court Order, Bank Name, Mode of

payment etc.

(h) Data on Securities, Register of Securities (ROS): This data
is maintained manually but since the year 2013 is also available
electronically. The data has the following fields: ROS No.; letter
No. and date through which Scrip received; Scrip name; Folio No.;
Certificate No.; No. of Certificates; distinctive No.; No. of shares;

name of notified party in whose name shares exist.

(1) Register of Valuables/Vouchers (ROV): This data is
maintained manually but since the year 2013 is also available
electronically. The data has the following fields: Scrip name;
cheque No.; the bank on which cheque drawn; amount; bank to be
credited; Account No.; Name of notified party; Reference No.; and

dispatch date.

() Register of Immovable property: This data is maintained
manually but since the year 2013 is also available electronically.
The data has essentially the following fields: name of the notified
party; particulars of immovable property; Reference to the
enabling Hon'ble Special Court order; person to whom property

sold; amount; remarks etc.

(k) Data on sale of shares relating to disposal committee
decisions: The data is available in the subject folders/files and also
electronically since the year 2014. This data has essentially the
following fields: Scrip name; quantity; value; date; notified party;

and brokerage firm etc.
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) Data on RTI applications: All Replies to RTI Application
are available electronically since the year 2014 as well as hard

copies are available in the subject files.

(m) Data on decrees: Details of outstanding Decrees are
available electronically since the year 2015 in addition to these
being available in the subject files. This data has essentially the
following fields: Name of notified party; number of cases; MA

No.; amount of decree; amounts realized and remarks etc.

(n) Data relating to Briefs : All briefs given to counsels for
preparing pleadings and arguments relating to all MAs/MPs filed
are available in the subject files as well as electronically since the

year 2015.

10.  That, consequent upon the order dated 23 December 2016 in MA 8
“of 2016 of this Hon'ble Court, and in compliance thereof, a four member
Committee headed by Mr. Sanjay Shorey, Director, and consisting of Mr.
Bala Guru G, Under Secretary, Mr. K K Johnson, Sr. Advisor and Mr. T N
Shankar, Advisor working in the office of the Custodian has been
constituted to recommend and submit a report with recommendations with
a view to further strengthen and upgrade the record management system of
this office including further computerization to ensure a system to easily

verify compliance of the Hon’ble Special Court orders.

Further regularly, administrative instructions are issued to the all
officers and the Counsel(s) including Advocate-on-Record to improve
performance and their functioning. Now, further instructions have been
issued to all the officers and the Counsels to be more careful in future with
regard to the content of the replies and affidavits before this Hon'ble
Special Court.

Audit of Office of the Custodian

11.  That it is most respectfully submitted that as regard audit of
records, the Office of Custodian follows complete transparency and
accountability in relations to its duties and functions and the records held

in this office are subjected to four tier audit:

;T;:_V\kavwwq,




a) Audit of Books of Accounts of notified parties for the statutory
period

Audit of books of Accounts of notified party by the
auditors appointed by this Hon’ble Special Court, was got
conducted by this office by following up with CAs, Notified
Parties for cooperation and other agenciés like CBI, IT department.
All audits of Accounts of notified parties/entities for the statutory
period have been completed and reports submitted to this Hon'ble
Court, barring audit reports relating to the two notified parties (i)
Shri Ketan Vinayak Parekh where this Hon'ble Court through its
order dated 16 December 2016 (Exhibit-F) in MA 21 of 2007 has
directed the Chartered Accountants to file their report by 30
December 2016 and (ii) Shri Navinchandra Narbheram Parekh
where the Chartered Accountants have intimated on 26 October
2016 that audit is pending on account of lack of response from the

notified party.
b) Concurrent Audit of accounts of notified party

Concurrent Audit of accounts of each of the notified parties
maintained at the Office of the Custodian is carried out on monthly
basis by qualified Chartered Accountants. The scope of such an

audit is as follows:-

@A) Verification of transactions effected in various
current accounts and fixed deposits of each Notified
Party held with the bank.

(i1) Verification of transactions relating to shares and

other financial securities and reconciliation thereof

with statements of demat account relating to each

DESH=AJ % Notified Party.

#NCT of Goihi
Regd. No. 2¢95 s
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(iii)  Physical verification of all properties including
share certificate/financial certificate of each

Notified party.

(iv)  Submission of summarized position of assets and
liabilities.
These concurrent audit specifically verify that all transactions in

the accounts of notified parties during a month are supported by

;:L‘;)::M\Q,\Mk_':\ ?«'\G\Aegﬁl .
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enabling appropriate orders of this Hon'ble Special Court. The last
Concurrent Audit Report relating to the month of November 2016 has

been received.

c) Internal Audit by the internal audit wing of the Ministry of

Finance, Govt. of India

The office of Custodian is also subject to audit by the internal
Audit Wing of Controller General of Accounts and the objective of such

an audit is as follows:

) To ensure compliance of Rules, Regulations, Policies,
Procedures and Law

(i) To ensure compliance of General Financial Rules in
procurement of goods and Services.

(i) To ensure compliance of Service Rules and Related
Matters.

(iv)  To safeguard the interest of Government and ensure value

for money.

The last such Internal Audit was carried out from 18 to 22 April,
2016 and covered all records, transactions and files for the period from 1

July 2012 to 31 March, 2016.

d) External Audit by the Comptroller and Auditor General of
India (C&AG of India)

The independent External Audit of the Office of the Custodian is
carried out by the Comptroller and Auditor General of India with
mandated mission to promote accountability, transparency and good
governance and provide independent assurance to the stakeholders, the
Legislature, the Executive and the Public, that public funds are being used
efficiently and for the intended purposes.

Last External Audit of the Office of the Custodian was conducted
by the Organization of the Comptroller & Auditor General of India from
12 December 2013 to 26 December 2013 and covered the period from 1
April, 2010 to 31 March, 2013.

* DESHTAJ 4
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Overall recoveries

12.  That it has been the endeavor of the office of the Custodian to
ensure compliance to each order of this Hon'ble Special Court in letter and
spirit by proactive pursuance with all parties concerned like notified
parties, companies, debtors, IT department, Banks and others. Wherever
required appropriate consequential applications are also submitted before
this Hon'ble Court praying for further directions to parties concerned to

further enforce compliance to the orders of this Hon'ble Special Court.

It is most respectfully submitted that in compliance of the Hon’ble
Special Court orders, the Office of the Custodian has, till November 2016,
been able to recover approximately Rs.6,519 crore (of which Rs.5,080.73
crore relates to Harshad Mehta Group) and further distributed Rs.5,663
crore (of which Rs.4374.45 crore relates to Harshad Mehta Group) to the
Government, Banks and others towards fulfillment of the liabilities of
these notified parties towards them. The balance Rs.856 crore (of which
Rs.706.28 crore relates to Harshad Mehta Group) is held in attached

accounts of notified parties.

13.  Inthe present application filed by Smt. Jyoti Mehta & Ors. Vs. the
Custodian (Misc. Application 8 of 2016) the applicants have inter-alia

sought following directions against the answering deponent.

(a) Direction to Custodian to file status Report on the
compliance made by the Custodian since 8" June, 1992
with various orders of this Hon’ble Court for causing
recovery of attached assets belonging to the Applicants or
where by causing inquiry and investigation the same can

lead to recovery of attached assets.

(b) Direction to the Custodian to file the status Report in regard
to the recovery of attached assets caused/pending to be
caused as the case may be in respect of orders passed by
this Hon’ble Court, as per list of orders furnished at

Exhibit-B.

© Direction to Custodian to explain the steps taken by him in
causing recovery of attached assets from the time the facts
have come to his knowledge that attached assets are lying

in the hands of third parties and from the time this Hon’ble
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Court has directed him to recover attached assets lying in

the hands of third parties in numerous proceedings.

(d) Direction to Custodian to furnish a plan to this Hon’ble
Court for effecting recovery of attached assets wherever it
is pending to be recovered as per facts disclosed in this
application by stipulating the time limit in which the

Custodian proposes to accomplish the task.

(e) Direction on Custodian to give complete access to the
Applicantsto all the records and dpocuments pertaining to
their attached assets as and when the same is sought for

by the Applicants.

® Direction to Custodian to always mark copies of their
correspondence both outward and inward including copies
of letters received from third parties to the concerned
notified entities to enable them to take necessary action for
recovery of the attached assets and make statutory

compliance.

14.
2016), the Authorized representative of the office of the Custodian, Mr. M

That in response to the this Application (Misc. Application 8 of

Valsan Kumar, Officer on Special Duty, Mumbai had filed an affidavit

dated 30 June, 2016 wherein it was stated as follows:-

“...I say that it is absolutely waste of time without any meaningful
purpose to look at each and every order passed since 8 June 1992 |
and the principal relief is impracticable for compliance. I however
wish to say that this office has always been complying every order

of this Hon’ble Court....... f’

15. The Custodian tenders unconditional apology to the Hon’ble
Special Court for the affidavit dated 30 June 2016 filed before this
Hon’ble Court. This office has always dealt with the attached properties as
directed by the Hon’ble Special Court. The Custodian has endeavored to
maintain correct and accurate records and file compliance reports, thereof
wherever required, before the Hon’ble Special Court. The Custodian has
not taken any action regarding attached assets without prior permission of
this Hon’ble Special Court. Further the Custodian has never shirked from

his duties and responsibilities of divulging the information to any notified

f‘:g\/-\/\()v/\t\ WAMO‘}Q"
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party and has always supplied all information sought by the notified
parties under the Right to Information Act, 2005. As submitted earlier, the
Custodian once again tenders unconditional apology for the language used
in the said affidavit which was improper. The lapse is sincerely,
unconditionally and deeply regretted and it is prayed that the Hon'ble
Court may kindly condone it. It is further assured that such error and lapse

will not recur in future.

16.  That it is stated that the office of the Custodian takes all actions in
good faith to ensure compliance to the orders of this Hon'ble Court.
Further, the deponent will submit to the orders of this Hon'ble Court in the

matter.

é | 17.  In view of the foregoing, it is once again prayed that unintentional

| lapse in the inappropriate usage of the words jn the Affidavit dated
30.06.2016 may kindly be condoned and appropriate orders may be passed
in the Misc. Application No. 8 of 2016.
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Jayanti Prasad
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(Deponent)

VERIFICATION

I, the above named deponent do hereby verify that all the facts

stated in the affidavit are based on records available in the office of

Custodian and no part thereof is false.

FALE O
Verified at New Delhi on this1 2 AN %QlZ)f January 2017

”:.\’X/»\MK ’ {\)/\ 0o
- ~Jayanti Prasad
(Deponent)

(2) of the Notaries Rules 1*

- No..‘?.l.z%91.7........under
EESHRAJ. Notary Public

D ,~«-~mxzu;z§§§; 12 JAN 2017

Through Leena Adhvaryu & Associates
Advocate on Record for the Office of Custodian
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