Order of Hon’ble Special Court rejecting the false case of PNB Capital Services that it had
‘not entered into contract with M/s Harshad S Mehta on a principal to principal basis

That after notification and attachment there can be no transfer and if any transfer has taken place such
- transfer is illegal and it would create no rights in favour of the third party (PARA 24)
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IN THE SPECIAL COURT (TRIAL OF OFFENCES RELATING TO
+. TRANSACTIONS 1IN SECURITIES) AT BOMBAY

MISC. APPLICATION NO. 198 OF 1993

PNB Capital Services Ltd. Applicants;_gﬁ,
Vs. | '

1. The Custodian, ’

2. ANZ -Grindlays Bank p. 1. c.,

3. Harshad S. Mehta,

4. Growmore Leasing & Investment Pvt. Ltd., ‘

5. Indian Railway Finance Corpn.Ltd.Respondents. .,

Mr. Jai Chinai with Mr. Kumar Desai- i/b Desai
Diwanji for Applicants. , '
Mr. A. M. Setalwad with Mr. G. R. Joshi i/b P. .M., ..
Mithi & Co. for Respondent No. 1. -

Mr. C. S. Balsara i/b Little & Co. for Respondents-
No. 2. oo
Mr. M. R. Jethmalani’ i/b Kanga & Co. . for’
Respondents Nos. 3 and 4.

Respondents No. 5 abuent.

ALONG WITH

\

MISC. APPLICATION NO. 315 OF 1994 . |
Harshad S. Mehta. Applicant.
Vs,

1. PNB Capital Services Ltd.,
2. The Custodian. ‘ Respondents.,

Mr. M. R. Jethmalani with Mr. Anand Desai .i/b
Mahimtura & Co. fer aApplicant, = S
Mr.Jal Chinai with Mr. Kumar Desai i/b Desai
Diwanji for Respondents No. 1. _
Mr. a. M. Setalwad with Mr. G. R. Joshi i/b P.. M.
Mithi & Co. for Respondent No. 2. DU

L
i

CORAM: HON'BLE MR. JUSTICE '~
S. N. VARIAVA. o
3rd February 1995,

ORAL ORDER:

1. These two Applicétions can be disposed
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off by a common Order.
2. Misc. Application No,. 198 of 1993 is by
the PNB Capital Services Ltd. for specifié,
performance of a Ready Forward Contract and. for fq
declaration that 9% IRFC Bonds of the face value of
Rs. 8 crores @o not stand attached. The Applicants
claim that they are the sole and absolute owners of
these Bonds. Misc. Application No. 315 of 1994 has
been filed by Harshad S. Mehta against PNB Capital
Services Ltd. for a declaration that 9% IRFC Bonds
of the face value of Rs. 30 crores along.with the
tax benefits and approved tax free interest should
be handed over by PNI Capital Services Ltd. to the
Custodian.
3. . For the sake of convenience 1in this
Order the parties are feferred to in their caéacityA
in Misc. Application No. 198 of 1993.

The facts are as follows:
4, On 24th Aapril 1992 a Ready Forward
Contract was entered into by which Applicants .
purchased 9% IRFC Bonds of the face value of Rs: 36
crores. The same were to be re-sold on 25th May
1992.
5. That the Applicants have entered into a
Ready Forward Contract is an admitted position.
The only dispute is whether the Ready Forward

Contract had been entered with 3rd and 4th
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6. - The Applicants rely upon the Contrac£
Notes which are at Exs. Al and A4. They also rely'-
upon éhe Cost Memo which is at Ex. A?..They.fqrther“
rely upon the cheque for payment of the Ready Leg
which 1is at Ex. A7. This cheque is made out in
favour of the 2nd Respondents, apd—whieh—is—at—Ex.

¥%. Based on these documents, the Applicants claim

7. The Applicants by their letter which is

annexed as Ex. Al0 forwarded all the Bonds to the

Indian Railway Finance Corporation  Ltd. for
transfer into their name. Pursuant to this, Bondsi
of the face valuer of Rs. 22 crores have been
transferred into the name of the Applicants, 'Thés

transfer has ‘however taken place after 15th June.

1992.

8.

- s
q..ﬁ;'-:
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9. The Applicants filed Misc. Application
No. 198 of 1993 on 22nd September 1993, This Court

has held by Judgments dated l4th December 1993 in

Ic4

1. A. No. 11 of 1993 along with M. P. No. 23 of
1993 held that Ready Forward Transaclkions .are .
illegal. The 2nd.Respondents filed their reply to
this Application on 9th March 1993. The 3rd andv
4th Respondents = filed their reply to this
Application on 29th March 1994. Thereafter, on 6th
July 1994 the 3rd Respondent filed Misc.,
Application No. 315 of 1994, ‘

10.

.

—
—
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26. For the above reasons, Misc. Application
No. 198 of 1993 stands dismissed. Misc. Application f:f

No. 315 of 1994 is made absolute in terms of prayer v

1 * 0 0 00

7ﬁ- (a), except the bracketed portion, 1i.e. "

along with loss of tax beneflit and accrued tax-free
interest.of Rs. 5,40,00,000/- which works out:to an
equivalent taxable interesﬁ of Rs. 12,70,58,820/—. %
together with an appropriate interest: thereon}”}
Applicants PNB Capital Services Ltd.  (ice.,
Respondents No. 1 in Misc. Application Né. 315..of
1994) to.comply with this Order within a peribd of
16 weeks from today.

27. Mr. Jethmalani says that for the present
he is not pressing prayer (b). : _

26. The Applicants at liberty to apply for

29, At this . stage Mr. Chinai applies = for -

time till Monday, 6th February 1994 to considétﬁthe‘

question' of interest payable. On .this limitgd?

point, adjourned till Monday, Gth February 1995.f

v. |
{

-.000.- o ,t
. 2295
Applied OB - - — , :
Pages - / \‘A' Tousin Se Gortiffe ° bv & true 'copy
taad T oL : ¢ 00’ \

Ezaminod ¥ [ Soh9n/, S e
Comp.ved wa-2 . . OFFILIR ON SPECIAL[DUTY .
- ff)t:;: A 3. Office cf the wpecia Court

Resady ¢2 =5, ; Bombay,

peliversd of——=
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