“Order passed by Hon’ble Supreme Court approving the scheme governing sale of shares by laying
strong emphasis on maximizing the realization from sale of shares, by widening the number of
bidders and giving flexibility to the Special Court of resorting to 2 more options of effecting sale of

shares to maximize the realization.”
IN THE SUPREME COURT OF INDIA

CIVIL APPELLATE JURISDICTION
WO 7629 OF 1999

Apo11o Tyras Ltd. : ..Appellant(s)

525590

L vs.

AA;k:‘Méﬁon; Custodian & ors. - S . .Respondent(s)

( with Civil Appeal Nos _1630[1999 and 5813 =5814/2000 ) e
o o 6«ﬁﬂodtcbeﬂm0cﬂﬂv
- Assistart Registrar {JudL.)

: - : : o .. ....-@ .-’W‘-}-m -
al Nos 5813-5814 moo o lsum of india ;

In these appeals, the only quest1on re]ates to the-
3écheme devised by the Spec1a1 Court for the sale of shares of
. the appe11ant—Ap0110 Tyres Ltd. ‘ w ; - o

' The shares of the appe]]ént had ﬂa11eged]y been
purchased by- Harshad Mehta who was a ﬁarty notif%ed under
.8ection 3(2) of the Special Court (Trial of Offences Relating
1‘£o Transactions 1in Secﬁrities) Abt,-1992 (for }éhoft- “the
Special Caurt Act"). Bx.virthé of;Section;s(Qf of - the Special
Court Aét,' all .the mOVabie‘ahd immovable assets of the
notified party stood aéiaéﬁéa. »Oné of the asSe;sfwﬁich_ was
stated to be there were. the shares of phq appe11aﬁt-Company.
AAéursuént“ to séﬁe disclosures which have.bsen made by Harshad
'Me'hta', R I CEh
'ﬂunregistered shares' sta;éd;:to be!'béTbﬁgiﬁg to “him. - -In
‘add1t1on thereto, phere?éfe ébout:15.98418kh shares which have
been registered in the namé_of Harshad Mehta andv,there are
also some other benami/mutilated shares. As yet, it is not
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cTear as to what 'is the total number of shares in quest1on of}
the 'appe11ant—cOmpany with' Harshad Mehta but the total number
could be about one crore shares in number.‘ . ;

By "“the - 1mpugned Judgment | the ' ‘special  Court
oategor1sed the shares 1nto three classes - one was the
routine shares, second was the 'bulk shares and third was the
contro?]ing block of .shares: -The Specia?éqoyrt constituted-a
Disdosa] Committee and with regard to 'routine shares, it
d1rected that the. Disposa1 Committee shal] d1spose ef :the said

shares. For the bulk shares, name]y, those whose market value

~

exceeded Rs. 5§ crores as' on @he date.ofmthe judgment, i.e.
37th'August"2000; the norms-which were'Taid'down (called the
2nd method“ for sake of'cohvénience)'byAthe Special Court

‘were as fo11ows g

: "After demating the registered shares,
the Custodian will offer the  Bulk Shares _.to
institutional buyers Tike LIC, GIC, UTI, etc.
The offers will ‘be invited in’ sealed cover. The
offers shall be p1aced ‘before - the Court. _ The '
Custodian " can. also ‘invite: offers from foreign
institutional investors. The ., Caurt, however,
shall reserve its rights to accept or reject the
highest :offer:or btd that may be recdived by it
for purchase of shares without -assigning -any
reason whatsosver. .. This process will 1nit1a11y
app]y, as stated above, to all .registered shares
in possession of the Custodian. . At .this stage,
the Court 1is confining the offers only o
institutional. buyers. If no offers are received
from institutional buyers or if best possible
price 1is not 1ikely to come in, then the Court
shall consider other. dlternate options at the
relevant time." '

Contro111ng block of shares' were those which exceeded 5 per
cent of the paid up capitaI of the Company Norms 1n respect
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of the sale of eontro]]ingaelqck of shares }eid down by the
Special ‘Court (referred to’hereinafter as the “3rd:’methed)

were as follows :

“After completion of demat procedure for
registered shares, the ‘Custodian will give public
advertisement in the newspapers 1nv1t1ng bids for
purchase of controlling Block of * Shares. The
offers shou1d be for the entire block of
registered . shares. - The offers ‘'should be
accompanied by a Demand draft/Pay - Order/Bankers
cheque representing 5% of the offered amount in
‘cases of thinly traded, shares of companies 1like
Killick Nixon whereas 1n .cases of highly va1ued
shares 1ike Apollo Tyres, the offers shall
accompanied by Demand :‘Draft/Pay Order/Bankers
cheque representing. . 2%. of the . offered amount.
- The said Pay Order/Demand Draft/Banker s cheque
should be drawn -in favour of the Custodian A/c -
name of the notified parties say Dhanraj Mills:
The offers can be made by individuals. as well . as

" by. ‘corporate  and other-entities. "The offerer,
-whose offér 'is accepted by the Court, will be
.required to make payment within 15 days from. the
. date of acceptance of the offer by the Court.
Here. also, the Court reserves its rights to
~accept. or reject any of .the highest offer or bid
that ‘may be received by the Court ~without
assigning . any reason . whatsoever. - Once . the
highest offer is ascertained, the management of
‘the company should be given an option to buy the
shares. This is to avoid destablization of the
" company. Fhe purchaser(s) shall comply with all
regulations .. including the Take Over Regulations
of SEBI. In cases where the Custodian finds that
as . an the . relevant date, he does - not possess
,‘shares of 'a company to the extent of 5% or above,
"but. he anticipates. that in near future, the limit.
is . 1ikely to reach with the other shares coming
in, then the Custodian shall submit his report to
the Court . for ‘keeping aside such shares of a
notified party for future disposal. . However,
public financial institutions Wwill- not be
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In respect of rout1ne shares, norms were 1a1d down (referred

-to ‘as the "1st method“) but with respect thereto there is no

controversy.

, In respect of .bulhishares,fthe Speciall Court has
directed that the otfer nw111 first .be made to the
institutjona1' buyers;‘ With’ the change which has taken place
in:the:financ;a% market, 1t wou]d be more appropriate that the
offer be not restrioted on1y to the 1nst1tut1ona1 buyers and
‘the non—1nst1tut1ona1 buyers 1nc7ud1ng the Management of the
Company may a]so be offered the sale of such shares of the
appe11ant-Company. In th1s‘_way, the best price would

hopefu11y be rea11sed No :other change in respect of the sale

of bulk snares 1s«pa11ed'fof..
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Thase appeals are disposed of in the aforesaid terms.

$v11 3 S, Z

have«heard the counsel for the parties,

it

We see no reason to 1nterfere with the Judgment of the

Spec1a1 Court. These appeals are, therefore, dismissed.

¢
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L 1 (P. VENKATARAMA R
New Delhi; : . _ EDDI)
August 23, 2001.
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