
IN 11-E SPECIAL �T (TRIAL OF OFFENCES RELA'TitG 
TO TRANSACTIONS IN SECURITIES) AT aot13AY 

MISC. APPLICATION NO .. 1 SO OF 1999 

D<:!'P l.J t:v· Comm i. �.s i oner of 1 ncomie:i · tax l' 

Centr·\;11 Ci r-(:::h�-23,. Mumbai Appl i-cant 

r�espondents 

Mr. 1-," E3cibadt� wi. th B .. M .. Chat:te�r jet.� 8. S .. G. Mandrerkar for the : �:!
• apr.J ict:'lnt.

. .lost,i 
· ;b 1::i_ l . - 8. Mithi Co .. tor 

M,-. l'•,j;:;ty �<.h.:.;tnda, .. i/b .. Chaugule &. Co .. for .. 
party .. 

l�esponderrt:/Noti f ied

W.IIH 

MISC. APPLICATION NO .. 151 

Deputy Cc:,rnmi::;;si.on,�r o.f Income tax ,.

Centr·al Ci rcle-23, Mumb:·d 

Vs .. 

CF' 1999 

Applicant. 

Re$pondent:s 

Mr. I,. Dobtide with f3 .. M .. Chatterjee 8. s. G .. Mandrekar, for .. !the 
apo 1 ic:!.:tn t M 

' 

Mr M G" R.. Joshi i /b .. P .. M .. 8. Mith i 
f�e.::::.pQ ndi:;� nt/C u::.; tod i r..l n .. 

Co .. · · for ; ·d

Mr· .. /.�_jay t<.h.::,ndar· i/b .. Cha1.,1��ule 8. Cc, .. for F�esponde,rrt/Notified
J)arty ..

Wllt.f 

MISC .. APPLICATION NO. 152 OF 1999 

,,. 

“The Hon’ble Special Court passed a combined order in MA 150 to 156 of 1999 being 
applications filed by the I.T. department to seek release of monies which was strongly 
opposed by Mehtas by relying upon the law laid down by Hon’ble Supreme Court in the 
case of Harshad Mehta dated 13.05.1998. Rejecting the objections the Ld. Judge held 
that “Taxes Due” u/s 11(2)(a) would refer to an ascertained liability which would be the 
demands raised under the assessment orders and accordingly monies were released.”
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Oeputy Commissione1� of lncome ta><., 
Central Circle-23 11 Mumbai Applicant 

Respondents 

Mr. A .. Bobadt? with B .. M .. Chatterjee &. s. G .. Mandrekar for the 
applicant. 

Mr .. . G • F< .. Joshi i /b.. P.. M.. &. Mith i 8.. Co. for 

r::es.pondtT:mt/Cu:3,todian .. 

Mr�. /\,j11y Khandar- i/b .. ChaLJ';'.]Ltle &. Co .. ·for F�espondent/l�oti fied 
par·t.:y .. 

W.litt 

MISC. APPLICATION NO .. 153 

Oei:, u t:y Comm is�-� i o nr:, r o -f I nc:.-:,.:,me tax ., 
Centr-a 1 Ci rc:le-23 ,. Mumbai 

OF 1999 

Applicant 

Respondents 

Mr� t'\. Doba.d�� 1,,\1 i th B .. M. Chr.i. t;t.�r jE')e &. S.. Q.. Mandrekar for the 
applicant. 

Mr~ .. 1:L r�.. .Jc;,shi 1/b .. P .. M. 8.. Mithl Co .. for 
1::1-�t:,pond<?n t/Cu::r,todian .. 

M,-. 1\j.-:lV ,<I i.�.ir,<:l;;w i/b. Chau9ule 8.. Co. for r-�espondemt:/Noti fied 
PtJrt:y. 

W.lit:I 

MISC. APPLICATION NO. 154 OF 1999 

Dc�:,uty C1:;111111i:�:-:::.ioner Q.f: lnccm,e ti11.x ,. 

Ce:., r rt i� c:d C .i 1 -c J e .. 2 ::.S, Mumb�d Applicant 

/) 

)&) 



Srnt .. Pratirna �, .. Mehtc:-t 8. Ors .. Respo nde ntl!!:. 

Mr .. A .. l3obade with lJ .. M .. Ch.:1tter jec� 8. S.. Q. Mandr·ekar· icc:,r.. the 
applicant:. 

Hr. CL FL Joshi i/b. P. M. &. Mithi 8. Co. for 
l�e�-:.pondc•r11.:/Ct 1::::. todian ..

Mr. Ajay Khandar i/b .. Chaugule &. Co. for- . Respondent/Nc:,ti fied
party_ 

W.IIf::f 

MISC. APPLICATION NO. 155 OF 1999 

Deputy Cc:,mm i ss i. one,- <:> f l ncom<3 tax ,. 
Central C:i rcle-·'23, Mumbai Applicant 

Vs. 

Smt. Jyoti I-�- Mehta 6. Ors .. f�espo nde n'ts. 

Mr .. A. Oobade with B. M. Chatterjee & S .. Q. Mandrekar for the

appl ic<::lnt _ 

Mr. e,_ FL Jo�.h:i i/b. P .. M .. 8. Mithi 8. Co. for 
R<:!Spondc�nt/Cu$todian .. 

Mr· .. /'..,jc-1y Kh�H1dar i/b .. Chaugule & Co .. 'for F\espondent/Notified 
party .. 

�.J:If::i 

MISC .. APPLICATION NO. 156 OF 1999 

Deputi' Corrnrd ss-.iorn�r· of I ncorne ta>< 11 

Centred. Cir c:.l.e·-23, Mumb.:d Applicant 

3 



'Mr .. A .. Bobad•� with 8. M .. Chatterjee & s� Q .. Mandrekar for the 
applic.:ar,t. 

Mr. · G.. H.. Joshi i /b.. P.. M.. 8. Mith l Co .. ·ror

Respondent/Cu$todi.an .. 

Mr. Ajaty Khandar i/b .. Chau�1ule 8. Co .. ·for Respondent/N?ti fied 
party .. 

C.QB�.ii._.§.n.l:f ........ �Ae.At:>1.A ..... .1 .. n. 

J.�J; ....... �efiC.lA.t.,MCQY3J .. n.

QAit;;Q.ii ..... 22� .... t:1ABc.t:f .... ".i�.n. 

e..n.� .. n ..... .n.

The above seven applications have been mc;tde by the 

Incornt=�-tax Department for release of ciartain amounts from the 

attached ,zw;s.et::s of 'thtll respective notified parties to meet 

the tax l i,:"lbi l i.ty of priority nature due to the Income tax 

Department .. 

Wht.:m t:he matter reached hearing ,. ad:}oLJrnment was 

sought.: on t:h�1 gr-otm<::t t;ho.t Mr. Jethmalat1i is busy .. Adjour-nrnent 

re-f1..1sed. The::- rn,:l tter was specifically kept today for hearing .. 

It wa:::; adjc)·.u-ned ev•?n on the last occa$iOn, 

adjoLJrnment is declined. 

Hence the 

The: noti 'f ied pe-trty was assessed under the Income 

Tax Act for· .-:1sse!SSIIH:l!rrt yt:'ar 1992-1993 falling wi:thi.n the

:=,tatutory per' iod as defined by tht� SLJpreme Court by its Orde..11r 

dated 13th May 1998 in the ca:st� of Har-shad ..... , Mehta, ....... V§
n 
........ .The
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(Civil Appeal 5326/95 i:.lnd Others) .. The priority 

for thE." asses.��ment year 1992-1993 ( for the• period 

relevant to 1 /!1/1991 to 6/6/1992) was the demand of income 

tax excl udi niJ i nte.rest and penalty. The particulars of the 

doma,,d notice$ ah•-� given in each of the above matters.. 1he 

27th Mt.u-ch 199!., .. l·k�nce, the amount demanded con$tl tut:es an

ascer·tained liability for payment of tax which is quantified 

undeH" the ,'\ct. The Depar~tment ha$ also relied upon th€� or·der 

passed by the 8L11-x-eme Court on 26th August 1996 under i,,-,hioh 

amount$ 11..iere orde1-ed to be rt:�lea$ed by the custodian from the 

moneys-. held on -fixed deposit ., subject to the� Oepcirtment 

givi.ng an und(�rtaki.r,g whi.ch, in the present car:5e alsc, ., the 

Department hns tendered .. 

The clpplication has been opposed by the notified 

p;3.rt)' cont'-'.?ndi.ng that i.n terms of tht! abovt, judgment o,f the 

SL,preme Court ,. the demand of · the Department does, not 

consti t1Jte .:9.n ascertained li.r:-1bili ty as the matters are 

pendir,£� in /�ppe�d. before the Appellate Authorities under the 

I nco1 rH:l T ,1.x Iv:::. t; • It:; i. s cl l sc> contended that ti 11 the� demands 

are finally decided upon by the t,ppellate Authorities ,. no 

amount should be allowed to be withdrawn.. It 1.$ further 

cont�nded that the asset/liability position of the notified 

party is not clear .. ,. particularly in view of the fact that 

li!,rqe ·11,m,ber· of creditors o·r the notl fied party are also 

requin:•d to be p,:aid fr·o111 th�� a t:f.:ac:::ht�d accounts .. lt is also 

urge!d that: v..rrong parties have been nr.:it:i ·fied and in the 
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ci ,-cumstances ,. ti 1.1 this Cour·t e><arni nes the ab<:>ve position 

regarding the asset/1 i.abi l i ty o'f the noti ·fied parties .     and 

ti.11     this Cc>1.wt deci.de$ t;he applicm.tions , .... elating to 

notification o'f wrong parties as alleged, no amoL1nt shc)uld be 

penni t.ted to be withdrawnM  It is further· contended that      the 

a$sessmen t in question are ex-par te asse.,ssments m,:1de by    the 

OepartmentM It is further- contendt'lld that: prior payment$ have 

been mi�de fi-c,m the attached accot1nts which do not ·f,:111 within 

th1-:: priority pt�r lod and that i.n ;;-1.ny t:went, the amount p.s.id by 

the noti ried pi:1rty tc) the Department is more than the taxes 

I d<.1 not i1 i nd any merit in any of the cc,ntentions 

, ... ai.��E�d on behalf of the noti fi.ed party.. In terms of the 

it 1.:::. cle,?J.r that the� \/�<::>rd$ "t,to<es due" in Sec.11 (2)(a) 

r·e'f€n· .-... t;Q an, .ets�c�•, .. l.:c�t.i n
,..
J. :i.c•d"'.>i. l it;y for payment 101' ·ta><e.$

q\J,ant;i f ied i.n accc:,rdanc•?! wU:;t, law.. In the preset"lt matter, 

the dc.-?.m,-ands o·f the Income tax Department run into several 

They are based on the assessment orders passed by 

would certainly constitute an ascertained liability ·ror 

P,1yme1·-.t .. · o·f ·t·.:.'.l x•.·��-'t'. .. "-r.- reci·11' " - ti, · .. t/1 · 1· • 1 it · ti f.. .• , -� -- _ .. 'I ... ":> ;:;.,r. · <.,$ e a.��$e· 1a",1. .;y p,.:,$1 on o 

the not:i ·ried party 11 :i·t n,ay be rnen_tioned that even according 

l:ho 

6 

the �unount of 
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accounts havr� not: been drawn up ti 11 · toda\y.. I ·f 'l:ha;t is the 

· pos i ti on ,. t hr;) n ur ,dew rn:> c i. , .. c urns tlmCe$ tho rJc.,pa r· tmerrt: ""ou l d be ·

in a posi:tion to recover ·the taxes . particularly : when the

therefcwe, clear. 

cred i ·tcws The as$,es�.ee himself has wi'thdral/11n applications 

in \'\fhic:h it w;n.s alleged that 1/ffong par·ties have been notified 

unde!r th€-! /\cl: .. · The Income Tax Act also permits best Judgment 

assessmer·,t ord��, ... s are bad in law .. Under"' the above 

I do not fi.nd any 111<?:,r it i.n the cont:entions 

D.dvanced on behal ·f of the notified parties .. It is claimed 

that ,.i1111ot1nt paid by the r.lU:.$c�$.$ee i:r. much m<:>re than 'the, taxes 

pci'/�lbJe under' the Act: ct.rid that prior pi!tyments �Jhich do not 

fall \.vi.thin the pr�ior-ity peric:KI have also bt?en ,-ecei.ved by 

the Dc·:p,3rtment.. In this conn�'!ction it may be mentionE�d that 

v ido Orci(:.'f- do.tad 26th AugLH:.t 1996 .. the Supreme Court 

permitted th(� Dc��p,3rtn,er1t to withdraw cer·tai n c::-m,ount:s ·from

ITl(:,ney:2. 11�:';!ld cm Fixed 0(�Pt1!::1i ts. ,. subjt�ct to the Department 

giving an t .. mdert:aldng to bring back to Court the moneys so

paid,. if directed by the Ct")urt at a later stage �ith interest

,at 1G�f. p.a .. The Dc.\pi1rtment has
11 in its application, �1iven a 

:-::.i.nd 1.::u� undc�r't:al<i.n�r which h; hereby accepted by this Court .. 

�·-H th the hcdp of Lhe Q:Do at:ti:lchr.=�d to the Cus,todian, 

7 
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kept by 

and marked 

in •:'.".11,7wt b!'rn1 dc�pO$.its of t�G days have been 

at: n�-i- .. '1'� cro, .. e-.,:s (appr·o:,,: .. ) • oLJt; o'f" wh.lc;h I 0% ie

the CU$b:>dian lea.vi.ng a balance of 

The.) �.aid st.:.ttemen'l: is t;al'(en on record 

The FDF�s of Rs .. 11 cr·ores are to mature 

befor·e 31 �;t Mar·ch. 2000 .. /.\s regards the balance arnot.mt,, the 

FDR�-:. vvi 11 have to be br<..-:,k,�n .. 

Accordin�1ly ,. the follo1,.,Jin9 Order is passed: 

The O .. S .. D .. attached to the Office of the 

Cu:::;t.:odit.-rn/Cu:'::. t:odic:m v.Ji 11 nddress letters to the respective 

Banks in whi.cl·, the amount:� have been investFJd to credi 1: the 

amount on matur·ity to t.:hE, /\cc:ount - Income tax .. For the 

balance amount
,. the O .. S .. O .. attached tc, ·t:he Office of the 

Custodian/cu�;;tcJd:ian sht.d. l apply to the respective Bank!:. for . · 

breaking t.Jp thf.1 FOf�s.. On the� �;.:dd Pl'<�mature withdraw.::ll of 

tht� c::m1ount:::; ,, th1.� Custodlr.\n ls c.:Hr·ect;ed 'to make payment to the 

Income-�tc1>< Oc..-part.n,ent within one ( 1) Wt�ek from the date of 

receipt of tht� amounts 'from the Bank by the Oi'fice· o·f' 

CU$tOdian .. In ·WC)f"'<:IS, the custodi.an 

Mai~c;h 2000 to the. 

is ac;cordingly 

n lJ .in t:ho r·equh:-i.te ch::d. lan!::, and submit the 

0 



/ 

The .:::\bove menti.one.d Lmdertak:i.ng ,. which is required 

to l:H:: <.;Jivcn by th�., De.pa, ... tml�nt ,. $hall be in the form of an 

Afficl,::i.vit t:o be decl.a1~cd by the Secr·etar·y [Reve:nue], Ministry 

c.> f Fi r ,a r,cc- � Uni on <:) f l rid i t::i and the �-::.,Y.me is her ,.)by <.Ji ,--ec::ted to 

the �7.,:.d d /\ff i.davi t shall be� fu1·ni�'t'_,hed tc, the noti. fi.ed par .. tie.$ 

�,s. well as to tht:J OSD of the cu�;tc,di.an .. The cm10L1nt o, ... dered 

11,a. in nppJ Jcat:.i.ori i::-::. f 01· l-\ l;,:w�;.1er·· r:unoun t.; to br:� released in 

'7tlonrJ with otht..�r conjoint m,::l'ttc.:ws a, ... e directed to be kept on 

l.. r:::.-;-.:.i.rned co1.1nsel for t:hrt notifit�d pc1.r~ty appliets for 

t.:o act: on tin c.?rdi.nary· copy of thi$ 

duly .:::u.ith�mtJcc-1.t:ed by ti ,e 0.0 .. D .. o'f th1$ Cour .. t .. 

JUDGE ,. SPECIAL COURT .. 

Order .. 
I 

,'. 
1· lUJ � ' I 
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