
IN THE SPECIAL COURT (TRIAL OF OFFENCES RELATING TO 
TRANSACTIONS IN SECURITIES) AT BOMBAY 

MISC.· APPLICATION: NO.. 159 OF 2000 

Deputy Comnd. :::�.:�:. i or 11:'} t' o f J 1 1c(::i1T1e .... ta>-< l' 

Cc:ntr·.-:1.l CJ, c:Ji:-, -::·� I ., ,.•·1, 111d :, ,·, i .. 
I.JI d f,_:. "I. j,, u.. f, ,.t. :.1 111) I c!.; .. , /\1 II tr ·•,; r, ii 

t"1 .. l-<... I ,\�.·1,,: I.. l·-11 11111 ),'!. i ,. 

1 .. M./:3 .. C�r-01,,•,.1rr1c,r-c: r��'.f::i:�;.c:arc:h s, /\��;.:�;;et 
Mti. rk�l:Ji:::�rn,:::•, nt L i 1rd t;c�d ., i···1 urn} kl. i .. 

] 
J 
J 
I 

J 
] 

2 .. Tt·1c! C1..1:��.todi an appc,i r,t:e::d under· the ] 
pr .. ovi�:�ion::�:. of the::'. Sr::,ecia.l c:c,ur .. t (Tr .. ia.l 
of Of h::•1·1c(?:�;;. relati nq to Tt'EH,S:,ac:tions. ] 
in :3ecur-· it ie�:s) /\c::t, ·1 ·:;,92, ha.vi. n9 his ] 
Off:ic�e dt 9th f1oot··" Nar'iman Point '.;' J 

.. .. ,, /\ppl 1 UHl'I t 

Murr�ai 400 021.. J ..... Respondents

A LONGWITH 

MISCH APPLICATION NO" 160 OF 2000 

Dep 1.rt\l Comm i :::::.�:-:. i c, ne r· o f T 11c:orne, ... t.:-:=tx �· 
Contr·a.1 Ci r·cl(:'.;!----:::::: ·1 1, 1···i1..u11bai M 

0 l cl C .. Ci .. C).. C:c,m1> 1 e•>< /\ r , ni:?-><c" 
j·-,·1 •. �( .. F!.(),::J.d ., j··1 un 1L:,;:1_] .. 

·1 .. t·1 .. /:,�; .. Cir c:i1 .• •,m1() 1 e:.� L c-a:::-cj n-:J g J rr•.,•'E::'!S ttn(::.H1t:
t·-"i.�11··kJ•JenK:�rlt L ind.b��d �· M1..irnbai .. 

] 
] 
] 
] .. � .. /·,ppl i cant 

] 

J 

2" Th�·=.? Cu::;-;.toi::::Jian appo:i rited UtKk)r the ] 
pr·o\/1.�:::�i.c)ns (.)f the :Jpecia.l Court ( Tt"·ia.l 
of Of fe ncc•s t'e lat i n:J to T 1· EH1��:.:;1.ct; :i. o nrs ] 
in 3ocu1·-i. tir}s) /\ct, ·1992

1
, havi n•:J his ] 

0 ff Tc:e ,3 t: () th f lt)r.:ir ., ;··!/"1. 1 i n,.::i. r, f:)c, 1 r ,t. � ] 
t·-1 umba i. /100 (}2 I � ] .. .. •. f�espc) ni:::Ji:-:::� nt:; 

ALONGWITH 

MISC" APPLICATION NOM 219 OF 2000 

[)i:::!p1Jt\1 C:cxmr, i::·::.::::.ic:i1 ,c:1 of I nc:i:-;in,c:. ·· t:;:u< \I 

Cc�r,t1·n.l Cii c1c,. ·1
1
, t·,1111111),:i.X .. 

Ole! C � D .. C).. c:::onw,:, .Le>:: /\r 111r:><n" 
t-·i •. K .. F�'.c::ia.,:j �· t···•i un1ba i ..

] 
] 
] 
] .. w .. ,\ppl icant 

“The Hon’ble Special Court passed a combined order in MA 159 of 2000 and other 6 applications filed by the I.T. 
department to release of monies to it which was strongly opposed by the corporate notified entities by once again 
heavily relying upon the law laid down by Hon’ble Supreme Court in case of Harshad Mehta dated 13.05.1998 and 
by showing the reliefs secured from Hon’ble CIT(A) and payments previously made for demands not falling in 
priority period. The Hon’ble Court rejected the applications holding that large amount of Rs.262 Crores was already 
released, that substantial amounts had become refundable and that the Custodian was earning better returns on 
Fixed Deposits and the Ld. Judge did not want the I.T. department to be burdened with liability to pay interest.”
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-1 .. M/:~ ... Palla.vi Holclinq P·•.,rt: .. Lt:cL.,. ] 
·1 r::i -1 a 1, j··,1a. l<.e r ct ,arnbe r V , r--·t;,-1. t i man ·1 
Pc::, i nt ,. M urnL).::J. j lp:JO O? -1 .. J 

2.. Tl··1fi Cu:::~todiai-, a.ppoi 1,tc~d under~· the ] 
pro..,/I:::~ion::::::. () f the ~:::pf:icial Cou1·· t (Tt ·:I.,:J.1 
of Offer,c~e:::;;:, r(?latiri•J to Tr··a.n:s-::.tJ.ctic)ns ] 
in ~3ecur~J.tif~!:C:~-) 1\ct~, l":/?2, ha.v:i.nq hi:~, ] 
C)ffic:r;:;_, t1.t: ,::n:;1, f]uur i• t-ku 111,.:.:n1 F1oint:, "I 
t··1u1r1l.)di /+(J() 021.. ] 

ALONGWITH 

MISC" APPLICATION NON 220 OF 2000 

Dc:-p u t:'./ Ccmirn if-:;~::-:. i o r1C! r~ of l nc:omew•ta.><, 
Central Circle-31, MunbaiN 
Old C .. G .. 0 .. Comp le>< /\t 1ne><e, 
M .. K. Rasd" Mumbai" 

] 
J 
] 
J 

1 H t•,•i,/:3 H 

j•·-1.:-1 I<.('.' I 

.zc~:;~. t Ho 1 di nq Fh,/t ,, L t:d .. \I I 20 r:)""06 ll ] 

Cl 1i:unber V.. i'-•.!ar in,an r::)o int, ] 
J 

2 .. Tl,e Ctr~:.t:c)<Jia.11 a.i:.r::.uintc:d uncJer- th(-? ] 
r:•l'()\li.::~.i()II:~:~. () r the 3pi:-)t>i ,::;1,J Court ( Tl ia.1 
of C) f ·f i::? nc:e:::, r C~! 1 at: i 11q to ·l 1· a 11:~:~tlc:t ion:::~ ] 
in ~::ecur it:ies) /\ct, l (::-..c:,,2 ~· h,::1\..-i nq his ] 
Office at •~.;ith floor , t··J.r::-u ima.n F•oi nt, ] 
r-··1 urnbn. i -::..c::ii:) 0:2 I .. ] 

ALONm-.,ITH 

.. "" Applicant 

MISC" APPLICATION NON 221 OF 2000 

Df~puty Cc)rr1mi<-:;sion,s~r- of l ncome--t::a><" 
Ccin t t .. a. l CI 1-c l (;;:_, ·- 31 , ,-,1, 1n,b,·:i. i ~ 

Ole! CMG .. D w Comp le>< /\rww:::H~c· .. 
r··i •. i<. .. Ho,:::ti::i ~· r··1u1nba i .. 

] 
] 
] 
J 

l .. M,/::~ ... E:mi nent Holdi. 11•:J Pvt., L.tc! .. ~ ] 
-1 ?OS--~06, r·-··1a.ki::::'r· Cl ,amber· V,. Ha.r·ima.n ·1 
Po:i nt :• t1urnbai ltOO n21 ,. J 

2 .. The c::, . ..i:::~.to,:::lia.n ar>r::ocri r,t:c~d 1.H1(k_~'.t the ] 
pr··ovi::::.:ions or the: r:r:•c•ci.n.1 Cou1· t ( Tt·ial 
of Of i\::" nc~o:::~ t"·E: 1 a. t .i 1 1·J t:c, T r .:J. t r:::,a,c: t 1 ,:::) 1 ,~::, ] 

•• "M P.ppl icant 



I 

i rI Sec: 1_w it if;!::::. ) /\c L :• I •')(;? ., hEt \/ i n•;J hi :3 ] 

Office at 9th fli:::)(.:i1· 1, t--.!,::J.r·im.::J.n Point 1, ] 

Mumbai 400 021.. J 

ALONGWITH 

M 1 !3C N AJ)PL r cl\ n ON NO.. 222 OF 2000 

Der>uty· Cc,n11ni~-:::.~~:.ion(?r c:i f l t1c:()n1c•·-.. ·ta.><, 
Central Ci r··cl.c:~• ... •31 "' t···i1.11r!L:,a.i. N 

Old C .. Ci .. 0 .. Comr;.le>< l•,f 11 K?:><(:" .. 

M .. I<... F~oad"' t···iuml:),:J.i .. 

J 
] 
] 
J 

.. , .. M/'s.. Ci:-=J:~:.c:adc~ Ho 1 di. nq Pvt.. Ltd .. "' ] 
·1 ~_:) ·1 e , 1··,•ia h:e ,... Chamber V ~ t·,!,;:1, r~· i ma 11 r:-1() i nt. , ] 
t-·1 umbt:'l I / .• oo 02 ·1 •• ] 

2.. The Custoclia.n a.p1:>o:i. nted undc'::"r the ] 
pr--ovi~:;,ion~> of the ~::;pecia.l Cout t ( T1-:i.2\l 
of Ofh:2!nCl!-:.~~3 r~ 1sd .. ~1tinq to Tr-.3.t1:s,_:_\ct:ions ] 
in 3ecut .. it:i.e::::.:.) 1\c:t~, ·1c;i92, t1dvin~J hi:~'3. ] 
Office Ert 9th flocw,. 1···.~a, i rn,=J.n F1oi nt, ] 
,···i umba I lf00 O? I .. J 

ALONGWITH 

w w M l\ppl :i.CEHlt:. 

MISC" APPLICATION NO. 223 OF 2000 

Df)r:) t.rt\l Comff1 i ::~:.~:. i oner· o f 1 tK.:xm,e,·- ta>< .. 
c~::ntrn..1. Circle··31 .. 1··,i,11I1i.:<-J.:i .. 
01.cl C .. 1J .. 0.. Cc,1n1) lE?>< /\111 K'><c~,. 
M .. I<. .• Hoa.i:J ::i M umbi:~d ... 

·1 .. r,•i./~::...:. .• Toi:>,'.-J..Z. }--lo 1 ,:::Li. r1·:J P\.rt .. L. td .. , 
1 ~:/1 8/1 2,y5---c:ic~ :• Mal<.(:!1·· Cha1nb12:.~1- \/ .. 

1···•.!.:-:=i. r·· i rna n r:.)o i nt: .. f'i 1 .. 1mb,3 I ltOO 02 I .. 

] 
] 
] 
] 

J 
] 
J 

2 H The C 1....1s tc)d i ti. n ar:::,po i nted under· t hr::.:-..~ ] 
pr·()Vi :~:::. ic,n~:~.:. of the ~3pe·c ia l Court: ( Tr· ia1 
of Of fc·1 ,c:c-:-:·. r c·J i:-:d·. i 11•:·1 to I I n.rr:-~.-:lc:i;i ()11::::. ] 

i.11 '.::i:,:-c.:111 J Li c•:.:.) /\c I,~ I•)')' i• I 1.:.tv i. r 1':J I 1 i.:s ] 

Offic:E? at 9th flc:i,:;ir ';I t·-~ar in,a.n Fjoint, ] 
M1.11nbtd. /f()() 02·1 .. J 

ALONGWITH 

...... Applicant 

MISC .. APPLICATION NO" 224 OF 2000 

U(:_l) trt:-:,1 Comn, i ~~:.:-:::. :i c::, 11(:~ t c1 1 1 r ,c:i::,ll ,e · td.>< i, 

Cent:r·a . .l C::Oi.1 cle-:31 ., i"'i11111!.x1.i .. 



f 

Old C .. G"D" Con1r:;:,lci>< 1\11110><(�;,, 
M. I-<.. r.;;'.o.:::.i.d � Mumba. i ..

J
J .. .. .. ;\ppl 1cant; 

·-i •. J1/s,... F'or tun(:;! lk:,J.,::li r,,:;,1 f.'J·,.,,rt. L t:d. , J 
120:,·"·0(;;,, t-ia.ket" Ch,::i.rnber-- V .. N,sirima.n J
Point" t·-iumbai lf(.)0 C)2 I • ] 

2. The Custodian appointed under· the ] 
pr··ovi.�dons. of the 3pec:ial Court (Trial 
of Of h-::.•nc:es r··E�la.t.::J. nq to Tfan:::;::.actions ] 
in Secur·itic!s) 1-\ct,, 1992, having his J
Office at 9th floor, Nariman Point, J 
Mumbai .::.100 021.. ] . • .. Resp_ondents 

Mr" 8.M. Chatterjee i/b R.N" Bandopadhya for the applicant .. 

Mr-. Mahesh .:.rethn1alani 1 ..... d.th �1r-" ,l.!.,.,O" Chaugule i/b Chaugule & 
Co. for respondent No.1 .. 

Mr. G.R. Joshi with Mr. S. Rustornjee i/b P.M .. & Mithi & Co. 
for· r·e:�;;po n,::.:k·) 1·rt No • 2 .. 

QQ8.At:1.; ..... S. .... H.n ..... lS8P.8P..!.8 ..... _.J:.n. 
J.!J.Q�.1;. ....... �et;;Q.I.�.t. ... J;.Q!J.BI. .. . 

QAI!;;Q.;;... .. .1 .. �Il::l .... t:18BQl::l ..... .2QQ.l.n. 

Vide Ot'der· dated 12th Mar~ch 2001 , this Court has 

r--ejis•cteo:! -4 ,!:�,��:>plication r11ade 

v-dthdra�,ia1 for· the 1·-ea:0<c;f.)t1:3 to 
,.. 

be 

the Depar·t:ment 

recorded subsequently. 

t-,,ccordin�;Jl:>', the r·ea.::';.ons are r·econ:led hen.:�inbelow., 

2. ThCc' by Deputy 

Admin
Highlight



It is a casr,;! of the depar·trnent vide t�e above 8 

appl.icatic:rns that the pr�ior~ity demand pending in Appeals is 

F�s ·t 08 M 05 cr·ons-s wherec.ts the demand confirmed by CIT 

(/.1,ppecJ.l.s) comes to F�s 11 o" 78 crores M It is the case of the 

di::-)par·tment that in the past ,. the depar~tment has been 

permitted to l,-.Jithdr-..'J.lo\) amounts against under-takings given by 

the Secretzu~y (Revenue)
,. 

Ministry of Finance to bring back 

the monies to the Court within four weeks with interest at 

the r-ate ,. not lee-:.s than 18% per~ annum cw as the.i Special Court 

may direct .. 

This �lPP 1 i c,� t: ion has been oppost�d by the asse$sees M 

lt: is ur·ged on behalf of the ,3.ssessees that the date of' 

a-f't1;.�r ,al 1 tl·1(-;:? l iab:i. l ities of the noti. fied per-s<:ins ar~e decided

upon; th.:::1.t such d:-3. te of distr·:ibut:i.c,n would ar~ri ve only when 

the Specitd Cot.wt completes full e><ami.n,3.tion of all cl.r:1irns 

undE}r· SE�ction 9A of th�? 1-\ct That the wor""ds "tax due" under 

SEK>Lion 11 

creab.:••:;J by 

M 

of the l�c:t cannot r-1.::!fr·w  merelyto a liabi.l.i t:y        

the cho:H'...:-J.i r19 Sect:ic.:in 
p 

but it must rei'ew to and 

l :i.abi l i ty for- payment of tax quanti. ·f'i.ed i.n 

,:'l.ccor-·dance 1,-Jith law. It wms fur-t:her� urged that by the above· 

application� the department is seeking distribution�     without 

fl.SCE:!1-·tc:n nmf,\nt of thi:=. 1 :iabi 1 ity for� payment o-f tax. It 1,,,Jas 

upto the h:i9hest Court: and·t:ill such time, it cannot be said 

I 
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!::hat 

a.ppl icati.on fc:i r.. ,::Je nett: if i ca.tic, n M 

rne n t Io ned t,bo·•./C'. .. 

par--·ticularly 

That
,.

wl,o 

their 

the assessees are 

the 8 

M/s .. /-\shwin 

Tha.t,. 

i.3.llK)Unt:s 

Harshad Mehta .. 

un:::k:t' i l le•Ja.l ancl untc�r1t1ble assessment onJen.s-� the cn:9ditor-s 

tc, 11,J horn the rno r, i C:!��s. be l c) nq :::;-; h.311. �stand dep 1··· i ved of their dues H 
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:: 7 

assessrn,::-)nt; year· 1991--"1992, the Commission€�r· of Income-ta>< 

r-educed the income) fiq1 .. we of' G1--o•Nmon:.l' 1:.:esear~ch and Assets 

Mana �Jerne nt L. i rn i t(-:"ld cornpa n:;✓ by f-<s 38 .. 1 8 c: r·o 1~es 1.1 nd t hi!:� 

lt was ur·qed th,.:::lt under the circ1.,m1stance::-:;; .• the depar~trnent has 

become liatl>le to pay to the custodian on behalf of the 

]• � ·•·1·•t .12,1.) l. J .. .::v·

the corr·espondi n,;-3 amount with interest at 

cor-rb;�mplated by Section ·11 (2) (a) can only 

period. Sirni l..'1t · ly ,, pa.yment:s made for- thf:;! assessmc�1nt year-

'I 9B9····1990 also f,3.l l outs 1.de t:he pr~iori.ty per-:iod � It ...... ,as 

Fie�sea1--ch and Assi£"'.!ts Manaqement Company for- the assessment 

year 1991-1992 also f·alls outside the priority period. It is 

contE:!nded that this Cour-·t :"-:.hould nQ t; r~elease flwthet~ amounts 

e··-1e n i f the dep,:J. 1·· tme n t ,.,,,as r e.:tcl::.,.1 to 9 i ve an u nde r-t:a k i ng to 

br··i nq back the .:::1.mount with . i nt:ere::,. t at thi.:!! nlte of 1 B:t per· 

.:::unounb.:::,· . for· non statutory per·iod 1,,ihich have bee!!n 1,,,Jithdrawn 
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Suffice it to :st��t::e that th<:�� 

have bef;!n rna.de by the Depar·tment for-

Supn�:!me Cour·t c.:in 26th 1\u•JU�::.t �· 1 9•:?6 and the or-der~ p�,ssE.�ci by 

th:u:s Court (.::k=:i.tc�d 22/3/:?000 the Department has withckm\ln ti 11 

had 

the Con,nLi. '.:��-sioner� of of I ncc)ITH':.'?. Ta><" Dy or-der� dated 2t+/2/2000 

(appt"o><�imately) .. 

the 
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:t. •. e .. 

6H Under the above circumstances, I am not inclined to 

liability of interest" Secondly, as stated above� 

Gro�nore Research has 

succe�r�d in its appeal and the taxable income under the 

orders of A.O" of Rs 58_86 crores stands reduced to Rs 20.67 

the pt ·ior it:';,/ per-i.od � On the other� hand, the

r·e�Jul,:-:.J.r··.1.y accnxinq .. La:;:.tly, ,;1ccc)1··dinq to the staternt�nt rd.ven 

by t:f··,,s::'. Dep.:JrtnK}nt � th(� t:otn.1 conf inned J:wi.or-i. t:y demand from 
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10 

th,si Dep.�\rtment ,.:1.nd by the Cu:sb:::;,dian" Looking to the demarv.:J$ 

per-i.od ,.::i.nd fur't:her looki ri9 to the amounts lyi. ng in Fi><i::�d 

Depcx:,.i ts made by t:IK) CtK:.tod:i.an, it ,,,,ould not be pof;�'d.bl.e for-

this Cour-t amounts .. ln 

fact
,. 

the Court: is of th�':! view that the :inter-est ea,~ned by 

the Cu:s.todian today on invE-)stible f'unds pr·ovides a b(:.�tter 

return to the Custodian, w�� is a Cer�ral Government Officer, 

a.s compar-eid to the disbw~sement of t:he amount in favour~ of 

Income Tax Department which is required to give an 

undert:al<.in9 to return the monief, with :inter .. est ,::,i:t ·18% p.a .. 

impose a lar·�;_ier- 1 iabi 1 ity on th.;;':! Centr-al Government as 

on the :i nvr.:\:":;. tible fund:s" The Custodian 1s investing at 

i n•,t€�f,.t::ib1,,:! f unck:. amo1.1r1 ti no t;o appr·o><irn�,tely f:;:s f.:300 cror~es M 

Tr.:i.k:inq into nccount all the above facts� the 

JUDGE::: • SPEC I I-\ L COUF�l 
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