
CIVIL APPE�lATE JURISDICTION 

IN THE S�P�E��-COURT OF INDIA

Apollo Tyres Ltd. •. Appe 11 ant( s) 

A.K. Menon, Custodian & Or�. ..Resporidentfs) 

( with Civil Appeal Nos. )630/1999 and 

· 0 R· D E R

c'i vi 1 ·APPf;l,a l Nos. 581-3�58. 1.4{2DOO 

I.n these appea 1 �, �he on 1 y question re 1 a:tes to the ·
. . .. ,\ , 

·Scheme devised by the ·special Court for. the sale of shar·es of

The shares of the appe 11 ant had 1a 11 aged 1 y been 

purchased by Harshad Mehta who was a �arty, notified under 

-��ct1on 3(2) of the Special Court (Trial of Offences Relating

to Transactions in Secur�ties) Act, ·199? (for short, "the

Speciat· Court.' �ct"): BY .. yirt·ue o�. Section: 3(3_) of .the Special

Court Act, all , the movable and immovable assets of the

notified party stood at�ached. 
.: ! ;' 

One of trte asse�� which. was

stated to b• triere were.the�shares 9f the appell�rit-Comparyy.

Pursu�nt·· to so-me disclosures which have. been made·. by Harshad

Mehta, it .seems that. th�re are in total ·45��6 lakh

unregistered �hares .. s�a:tea . 
to be ·belonging to · him. · · In

�ddition there�o, ther·e are about· 15.98 lakh shares which nave

been registered in th� name of Harshad Mehta and. there are

al so some other benami,/tnut i 1 ated shares.· As yet, it is not

� .. 2/-

s:a-13~5814/2000 '} .r 

“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.” 
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c1ear as to what ·rs the tc;,t,ai' .number Qf shar:-es in question of__: 

the app.eJ 1 ant-Co�pa�y. with. �ar�had Mehta t:>u1t the tota.l. number 

could be about one crore shafes•_Jn number.-· 

impugned :· jubgment,, the •:si:5eci al court 
·categor�s·ed the shares into three classes - one was the

routine -sha_re$,· second .was· the:bulk shares a:nd third was tne

_con.tro J 1 i ng 

.. 
. . •  . 

block of -share·s-� -· T-he Spec-ia1-:� CoUrt constituted ·a
. ' '· .... 

• , l • 

Disposal committee and with regard to· ro��ine sh�ras, it

di.r.e.ctad:that the,Disposal .Committee shall'.:di:�pose· of·:the sa·id
• • • .,, • •• • a, � • 

• • 

sha·res. For . the bulk -shares 1 name 1 y, those whose · market value

exceeded . . Rs •. 5 6rores ai·on the date_of_.th�•jud�raerit, i.e.

-17 .. th ·Augt:Jst; ·2000; the norms·-which were· laid
. 
down (called the

0 2nd method 0 for sake of ·conv_enience) · by tehe Specia·l court 
.. 

were as follows: 

�After. demating the regis·tered shares, 
the ·custodian will dff�r the ·· Btilk. Sha�es .to­
fnst'itutidnal bu'yers 'ff�e LIC�. GIC,. UTI, etc .. · 
The offers will 'be invited in·sealed cover� The 
offers sha 11 be p 1 aced ·before · the c.ourt. _ The ' 
Custodian · can. also 'inv·ite· offers.··· from fore'fgn 

I • institutional investors... The. Caur.t, however, 
sha 11 reserve its ri ght's :to accept' ·or reject the 
highest •offer: or bfd that may be received by·= :it 
f.or purchase of shares with��t ·assigning ·any 
r:e?ls.on '!hatsoever •... �Thi.a p_rocess w·ill initia1.ly 

....,, . . . . . apply,. 'as stated above, ·to a1 l .regi.stered shares 
in possession of the Custodian •. -At . this stage, 
the Court is confiniQg .· the· offers only· .. to 
institutional. bOye�s. I� no offe�s . . are r�cei�ed 
from institutional ·buy·ers or if .best possible 
price is. not likely· to· come in, then the · Court 
shal.1. consider other. alternate 'options at ·the 
releva.nt··t.-fme.-" 

. . 

. .I : 

Controlling block· of shares�were those �hich·�xceeded 5 per 

cent· of the pa.id up capital_. of the· Company·. Norms in· respect 

.... 3/-
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:3: 

-

of the �41 le of <?Ontro 11 i n.9. ., bl. qck of sharE!:S _J aid down · by the 

Special ·court (referred to:'he.reinafter as the "3rd method) 

were·as follows . 

0 After completion of demat pr·ocedure for 
register�d shares, th��ust6dia� w111•give public 

. adve·rtisement in the· ·newspaper-a ·;nv·iting bids for 
purchase of Control'-1 i n·g Block ··.of·· Shares. . The 
offers should be · for the ent.i re block of 
re·gistered .. · shares. The offers .. should be 
ac.compan:;.ed bY. a De,nand .-draft/Pay· . .-Order/Bankers
cneque representing ·5� of the offe_req amount in 
cases of thinly traded shares of companies like 
Ki 11 i ck Nixon wherea.s .in .cases ·of highly va 1 ued 
shares {iJe · Apo1 lo •Tyres, the .offers shal r be 
accompan i:ed by Oema-nd :'· Oraft/P

.
ay Order /Banke'rs 

cr,eque repr,�•�nt i:ng .. :· 2�: pf the . of.f er:ed amount. 
· The said Pay Order/D9man� Draft/Bank�r's cheque

should be drawn 1n f�vour·of the castodian A/c -
name of'· the not if 1 �-�. parties say Dhanraj Mi 11 s, 
The offer� can be made bY indivjduals. as we11.·as 

-� b�: �orpofite · and dthe� ? entitie�. :Th� offer��,
· wt,,os·e off�.r · is accepted by the Court·, wi 11 be
. required to make payment within 15 days_from.the 

da�e of· acceptance of the offer by· the court� 
Here also t the Court Feserves its . rights to 
a9C!3P1;.. or .reject a�y .of ._the highest offe,r or bid· 
that ·may ·be received by the Court without 
assigning . · any reason . whatsc,ever. · · Once . the 
highest offer .is ascertained, the management -of 

'tlie , company shoul.d be given an opt·ion.-to buy· the 
shares.· This is to avoid deitablization of the 

· co,npany. .:fhe purchaser(s) shal 1 comply with all
regul�tions .. including the Ta�e Qvet �e9ulations
of SEBI. rn cases wtj�•re� ·:the custodfan . finds that
as:·. on the . relevant •date, he does .. not possess
·st1ah:fs of ·a'· company to the extent· of· 5% or above,

· ·.bU:t. he anti:cipates. that ·i1n near future; the 1 imi't.
is . li�ely to reach with the other sh�res co�ihg
in, then the Custodian shall submit his report to
th�. Court ·. for ·Keepfng aside ·such··shares of a
notified party for future disposal .. However,
public fi"nancial institutions \•fi 1 T· not be·requ�red. �9. make any, deposit alon� with· their
offer(s)°. ··· ··· · 

... 4/-
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: 4: 

In .respect of routine shares, norms �ere laid down· (referred 
.� .. 

. to ·as the ··.1 et method 0

) �u;t with .r�spect thereto: \here is no 

controversy. 

The �hole empha�i�, �nd in our opinion right)y so, of 

the ·Special Court has·been to ensure .that maximum price is 

· real i's ed from �he sale .of .the .said shares. Keeping th�s in 

view, .�, do·. not find t�at. the Special Court has erre� in 

issuing the aforesaid directtons. After �earing the counsel 

for the parties, we aftir� th� sa�d dir•ctions with minor 

changes.

In res�ect of bulk· shares, ·the Sp�cial Court has 

that the offer wi 11 fir�t ·. be made to the 

pl·ace institut1on�l buyers.· With'�he·change which has taken 
.. : 

. . 

in. the:financial �ar�et; Jt wriuld be more appropriat• that the 

6ffer be·not restrict�d only to the i�stitutional buyers ahd 

the ·nor-:if'.}Stitutional buyers i'ncluding the Management of the 
.. 

Co�pany. may also be offered the sale of .such shares of the 

appe 1 l ant-Comparyt. · 

hopefully be real�sed !

In this .. �ay, , ··the best· price wou·1 d 
. .., . 

No ::othe-r- change· in·· respect of the sa 1 e 

of. bulk st1,ares is .,ca 1 led for· .. 

In respect of the �ale:of controlling block of· shares 

th·e · �n 1 y :_me·tt,od 1 aid down by· the Spec i a 1 C9urt is to offer the 

sale of fhares io-a composite b1ock. It is not known whether 

such · a sal_e. �i 11· ��� t�� b�.s:t ·prt�.e in ·respect thereo�. we·
1 

there�ore, direct �hat it wi11.be open.t� t�e �pec+al court to 

dec.i de · whether t6 have the sa 1 e of the contro 1 ling b 1 ock of 

... 5/-
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: 5: 

'

shares either ti.t. inviting bids for purc�ase of control 1 ing

block as such o� by selling the ilsaid shares according-to the 

norms· fixed for 'the sale of bulk shares or by the norms fixed 

in · resp·ect of routine shares. The obje9t . being that the 

highest . price poss i b 1 e · shq:uJ d ·: be realised, i-t is left to the 

:court to: d$ci de Wt)'at procedure-to adopt·,  

If the Court thinks that it is best to adopt the norms 

laid do�� �Y it�for sale of�controlling block of $har�s (the 

3rd. method) then· when high·e st offer is.· received and

Management of the Company is ·given an option.'to buy those 

$hares. at. .. that �p-r::ice·, then . if :.the Management so des i res 

Court should give the Company an opportunity to buy 

&hares at· ·the highest price offered by complying 

provisions of �action 77A 9f the Companies Act. 

 back 

 with 

the 

 the 

 the 

words, on the receipt of the offer for the sale ·of    the 

controlling block,. the Court. will give an .opportunity, if 
. ·. " . . 

' 
i_t 

chooses to consider . the off �r, t.o the Management· to bu_y or to 
..' 

the ·company to b�y back under 
 

Section 77A' of: the Companies 
Act�No other ch·a nge in th·e  Scheme as. formu 1 ated by the -· 

·special Court is called for. 
-

It. is mad� c)�ar th�� in respect o� the controlling 

block. of shares the �hird �ethod will first be adopted, 
' � .

. .
. . ..r;1ame 1 Y, the norms 
 

for sa 1 e or cqntro  11 i ng . 
 

b 1 ock of shares;'
., ' 

an�·it is �nly if the Court ·is rsatisfied that by adopting that 

method . the hi ghe.st . price is no� ava i 1 able : then i. t w i 11 have an 

option. to fol low· =the 2nd method relating to sale of � buJK . 

• I 

1 I' 

. . . 6/-

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight



: 6: 

.F.u r:ther, :if the Court is satisfied that by fol lowing 

any_ of �he a·bove two methods·the highest: price is not 
. 

. · -
...

.

available, then it will have an option to follow the nor�s as 

lai �· ·--�-��n 
 
f
·

9r. 
-  

rou� i r1e shares (_the, 1st method) .

Th.'3se appeais are dispos�d of in the aforesaid terms. 

c�vil Appe�J Nos. 7§28(1999_ and-7630/1999 
. . 

,. W�-:: hava. h�_ar.d the ,counse 1 ·for the pa,:-t i �s �

.We see no reason to interfere with·the judgment of the 
. 

. 

Special Court. 

. , . 

, " 

New·oeihi; 
August 23, 2001. 

Tn�se appeals are, therefore, dismissed. 

. . 9,), 
l /'"

···················••111••·J.

(B.N. KIRPAL) . 

. sA-,,_ 
; ................•...... � J . 
(SHIVARAJ V� PATIL) 

SA{�········ .. ·······�···•.•·····J·
( P. VENKA rARAMA REDD!) . 
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