
SP.QOiAL CQU�T (tAIAL OF OFFENCE:$ RSLr\TINO 

TRAN$AC1'1C:>NS IN SEClJRITIES) ,0,1· BOMBAY 
;; ;. . 

' 

.. MISC. F·ETITION NQ 14 OF , 995 

·a·. Corr.,c:,rniion' incorpor�lr:d

unclor Iha provisiom, of the !3t.;31o Bank o! lncJia 

Act, 195� �f}d h�vin9. its toccil He:ad Office a.t 

Slata Sank 8?1avan. Mad,1rr,o Cam� ·Road. 

Bornbny and a branch <:>Hice at BQrnbay 
,f .-

. 

Sar.,ac:n�} ,0�rg�,.B.�rppay 400 0��3. 
I 

•!: • 

I •  . .. : 

1 (c.1)Mrs.. ;;,·'1ti. H,fJr,h�d Mehlff • 
' . ... .·: :,,,.' .· !'. ,.,·,, .. ' .' ' 
lnql.an .. lf1h�blta,nt.. residing.· at. �2, Madhuli . 

.... '.·_:· .:_, ' .... _� ' ' .. 
' 

. ·. . ' 
or.-,Cl.nnle sea,·antRoad/Worli,M1.Jmbai 400 

0'18 · and h�vlnQ her o�ice at 1 �05/6, Maker 

Chamber v,. 2�H, Narlman Poln(, Mumbai 

1(�) Mr. ·Atur'Haf�had Mehta 
. ,·.' -. . 

lni:ilan .. lnhabitart, residing a't 32, Madhuli, 

Dr.· .t,nQle S�as�nt Road, Worll, Mumbai 400 
' ' 

Cha:tmber V, ii1, N'arlmari . Point, Mumbai 

400 021', 

1 (c) Mm\ Ra:sil� Sh�nUJal ty1eh1a

Indian lnhabit�nt,' rosiding at 32, Madhuli, ) . 

. ... Petitioner 

/ 

INTHIS

TO

SBI

“The Hon’ble Special Court passed an ex-parte decree for damages in 
favour of SBI for Rs.222.06 Crores with interest @ 15% p.a. The 
damages were claimed on account of unauthorized use of money 
belonging to SBI by HSM.’
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Or Annie 88asant Road. Worli, Murnbai 400 

o i 8 and having her. oHice at , 205.'6, Mnker

Chamber V. 221, Narlman Pc,int, Mun�bai

400 021. 

2. A K. Menon. the Custodian,

. appointed und�r \he Speci?I Covrt (Tr,i,1I or

Off ett¢tj$ Rolaling to Securi\ie:s) 1\cl, rn92 . )

;having hi$9ombayottice al 27 th Flc>or, Stock

Exchange, Dalal Str�et; 8<.>nibaY 4()0 001,

... Respon<hrnts 

iV1r. K. S. Cooper, S.r. counsel with �r. T. K. Coop·er. 1/-by . 

; Little & Co. for Petitio.ner 

None for Respondent N.0$, 1 a to 1 c. 

Mr. J. Chandran iloy Ml�. P. M. c$. Mithi &·Co. l'or Respondent-Nc.2/Custod,an. 

P. C. •

CORAM : D .. K. DESHML'K�. J 

SPECIAL COURT. 

0JJ1td : 14.8.2003 

Tt1e present svit t'las been file·d by llin St�te Rank of India tor rncovery 

of the ahiount of loss caused 10 its because of unau horised vso of 

m?ney belonging to the. pE!lilioner . for virious peri :,d of time· by 

.. 

.. , 
• I 
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a ecaased defe ndant No.1 Ha
r
s had S. Mehta ,C..ccording to the

. p eti t
ione r, varlou$ ira r ,

sactlon s 
i
n sec ur i.th�; took place between M r 

Sit. t ara,,i, t
he off i

c
er of Hie· P. e titi on er Bank and first. respondent ,n,,,, 

c o llvsl
on with each ot

h
,at, It i� submitted th a t after t h e scam oro:"e out

,, , tv1c1y/June i 992 Apa,1 from lh e �ove rnment and the Reserve Sank
of India, Iha P eti

tioner (3e n
k a lso unde r

took recor,ciliation af"ld scrutiny of tn e
i
r ow, .., •1:1rious trans ac

tions ahd d<H ll
i ngs which were entered 1n10

by anc.• en b�helf 9( th o Pe tit ionor 6 a r,k, Various irregularities were fo�nrj: It wa·s fo 1 . 1 nd by lhe peH
l
ion, r that politic. ic.. had ent�reci i r,t

o, ..... ' • • 
t 

c�rtsin lranse c tions of P\JrChas e of Ce n tral· �no �t�te. Government., ' · ... t 

loll(l s ; Payn;en t s we r e made by tM ·Pelltloner for purchaSe or lol!nst ' . +_ 

an� th e r e fC
r 6 p etit io n e r was ontltled: t o rec�iv� the SGLs in respect o f

••;' ,,,() 1/: • •;,,.; ,'. • I•. . . . . . 
• lhe' '  p uri: hi!s8,"' : ·  B t. 11 .lhOugh p.ayme111 In /vii was made, t he. . ..... . 

', .. 1;otre.s ponc:i
l
l'lg SO�s: ive r e noi re cei v ed JrnmGd.latet)" but were received . \_, .... , .· .... ond cred it ed t9 the P�H}tic>ner's a c cou rt

t with W"ldue dslay. According 
t othe Retillonar, tho$e ti >m,: > 1.m l � oelo n gln g to lh• Petitioner could h1ve be e n �se<1 by the Petition e r in Its bu s

i ne ss but were utilized by the firstresp ondent· in h is bus in e s s
, Th u s Jo s

s wa$ caus�d to the Petitioner
' . 

-. I 

Bank I n · .all m u ch •a� ·it c;ould not u1i1iz(1 lhe <Jmo·� n: 10 which it was
entitled �nd th at amount was u<Hi z ed by re�pcndent Nr;,.1. There are
sever a l ir, st tinc

es Q iY .< m of 
such transecHoris amd. tne Petitioneri i

n,,.· . 
• 

·.' 1 
. , . I 

:1et a ll, h a s g_lven p e r
lc
af$- d1.1rl ng wh l c:;M tMe arno unt s belonging to the-0etftfone r  wer e · vt

Ul i
ed by H

s
r s

h
c!ld $, Me:,ta, According to the 

·P�;1
l

1o�e�, lh
e

refor
e 

if lhese a mounts wer
e received by the Petitioner

, "::. ,;
� l he da l e of w

h
ich II b eca mo enlille

d 
lo i,, the am r ., •mts would hove. ';-,. ' 

'. ' ' ' 

' " b'S�n u'i i'ild b y  th<.i Peti tlonor b
u
l be�ausa Iha amounts wore ratainea b

y
Hatsh a d 

S. M e h ta una uth o ri
se dly, t

h
e Petit ioner Ban� has suffered .a 

l
:> ss. T

h e  Pe tition�r �lan k  ho_s co!culatod tho o mount of 1-oss ,n trie\ 

,;. /, 
,I 

decaased defendant No.1 Harshad S. Mehta According to the 

. petitioner, v~riou$ ,rar,sactlons in securi.ue; \OO~ p,c,~e c ............. ·. 1 Ir 

Sit.tara,il, the officer of ~he· P.etiuoner BanK anJ f11 .-»,. r,_~~-.... ,<..!...' .• . : -· 
11, tv1ny/June i 992 Apart from the ~overnme1 it 011~ 11 ,.., F.~ .. e.: . .1 3 ~ · 1. 

of India, tha Petitioner l3enk also undert..,.;)K reconc;11ic1uv,1 g, ,d .;,;. _, .. ·.; 

by anc.• en b~half <:>f th<~ Petilionor aar11~. 'var10.J1> 111~\-Jvl ..... , .• L ii J; _: 

ro~nr;f, It wa·s found by \he petllioneir tt,qt p~dtlo. 1c... : ,od ..,.1 .~; ,..~ .. 1., 
, ..... ' 

ff I,: t,," • ... • 

toaf'\~; c:-aymenl~ were made oy lhe ·Petitioner ,or JJvr'C, ,0~1;;; c.., ''°''.:"' ,_; 

an~ !rerett>r6 petitioner was ont!Ued- \O rec~,v~ mE:J Svr...t .. , , .;..,,_Jc.. c: 
•tt;· :·-~it ;. ~ . . ' 
the 'f.;1. ,'tha.s:'~,· •.. 8t..1t .thoug,h payme.nl 1n lu,, , .... ca... ,.',.3-J, . 

"" . ' . 
,;orre.spondlng SGl..s \,Vfi,(8 nc~ rec.~ivev hn~ttJJa,~fy ...... t v-. ....... rt-~,. Jd 

. . 
ond credlte.i l~ lhe PetJUc,net's acc<:>unt wun ,.mli.lvl# ...,'"',i.i,', ,1,c .... , _It . .J , . 

ll:'le P.etitlon~r. lhOH 1i1m,~i,.1nts be10ng1ng \Q 11 ,. r'w .... C. ~.... :Q_, 

I 

' ., 

" I f ~ 

respondent' in his business, Thus loss wa~ cau:..~v i~ ·,,·.~ , ~ •• '-·. _, . ' . . 
Dank ln Sf\ much •u it c;ould not uti1iz~ ,nc: .J,nvi.., 11 ~...i .. r ..... i .. , ,_ lL 

entitled and t11at .amount was urnized by re~pc:mc::1~, n d,_.,, 1. ·,, • .w ... Ut'l 

several ir,stonces QIY<m of such transec\10n:. .11
1

1\J ,11J , ~.i:io .. _ .. :n 
,.. . • ·.' 1 

, . I 

:1etail, h~s o.)ven perlq¢1$· d\.Jrlng wnlc;n u,~ ~,:,,v"·r11~ ~E..~.,, .. ,_.;,i ·- : 1 

-0 elltloner were · yUll;ed by HSr$n~d ~. Mt?; ma, A"'c...i, "°" •'v • l.1t 

·P~~r·1: ne , 'hereforo if these amounts we, d rt:~,.fr.;dd t, ... ~ . : - tit. 1 ie · 

· •• :~•:· ;:~ 
1 '1a date of which It becamo entHled to 11, tne arm.l',•rn .. m.,u,..;. .· . ..:.. ~ 

'· :.·:,,. ' '. ' 

,~-~~,... u'ii'ad.by the· Petitlonor but be~ause the amoun\s wen ti, &~a,, ,,;.j .:.,.1 

Harshad S. Mehta unauthorisedly, the Petiuoner oc:1r,._ , ,c;a.., ~:H .. 1:'"'1 -i~ .c.. 

l:>ss. The Petition()r ~lank hos c1.1lculatod tho omou11, o, Iv~.:. .. , L·.-., 
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o( irit'erest suffor'ed by lhe Sank beca1.1�,e the amounts 

were not received py the Sank on due, dale. 
' , 

. A 

, > .·. 
. . I. • : . 

· to this $Wit originaHy Hatphad Meht:�. �nd Custodi�n were jo·ned a.s 
.

respondents. Ha.rshad Mehta during his .lire time ��,d filed ." w,,uor,

Statement and his main defer,ce was that, in the month of April._ 1992 

offer or s�ttlemont Ct( all his liabilities towB ·ds the 

�elilioner and that it was ag;et:d b,;tv1een the Petitioner 6�.�\( ijr.,d. 

deceased: Harsh�d Mehta that all. llabllHles of Harshad Mehta lowards

the petllicine·rs htwe 1,een cleared an•� pursuant to this un,jerstanding 

or ·s�ttlerh1;3,il an emovnt of Rs. 822, 00,00,00CI/• was paid by him to ll'le

Petitlon<?r. ll is also stated. that the Petitioner Bank had also written a

letter wh�rein terms ,.,f that setllement were · reduc�d Into writ in,-,. 

Or,iginal of the ·1etfer was retained \y Pelitlon�r Ba�k and copy was 
,, 

given 1to Harshad Mehta. However-. he has lost thal' copy.·. The
. ' 

Petitionor Bank' how'ever, disputes the very ,�xiste,�ce of sucl1 letler. 

Th'us th13. stand tak,3n by decensed ·Harshad Mehta roveals .t11.3t e·,,en

according to him in April, n an amount. or Hs. 622,00,00,000/- v,as 

·payable by him to the Bank and he claim.ad that this paymE!nl. wa$

made in ruI1 and final settlemont of lh<:1 claim of the PetHioner.·�.tt·.'r the

death �f decoued . ·Harshad Mehto.-Respcmdent No.1 hi:; legc:{I
. ' � . 

representr3tives have been bro\Jght 01'1 record of thiR Potition, Mother,

of deceased Harshad. Mehta. has filecj affidavit in t11is Petition stating

that she ,c.Joes not have any claim 111 \he er:ilate and the shares .o/·

Harshad Metha and hf, left entire ijStr:He lQ hiu; widow i.'e. Jyoti Mehta.

She also stated that she does nol wish to contest u:,e suit. To the

same ef1Eict an iffjQ�Yil i� filed· by so,, of deceased H:arshad Mohla t,y
name At�.r. Wi<;iow or Hersnad Mehtu has cr,o�en not to a::,pe·ar a,,c,

.not to fi,c� any written slalemenl So far. as Respondent No ?.

4 
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custodic:1n is concerrn�d. the Custodian ahs riot f11ecJ nny atf,dav11 

therefore ·re·ally spea�;ir1g as on today -avermems 1p tne plaint have not 

beer, deniE"td 'r1'/ any C)f the· respondent in this s1.111. I f ind that rnis 

trano:1ction between tlw, Petitioner Bank ano decea.sed Harshad Mehta 

ha� als9 · b�en ref errnd to In the report submitte 'j by Jarik 1 Raman 

Committee. The r'elev;)1"lt para rea1.1s as under . 

. . P AHA.J., ... 

. .,;1Har 8S·th� recQnciliation of lhe ·Overall difference of KS. 1022 crpr,es in. 

• HN, fi'Q�res o� $61 emd PDO 3$ on 31 March, 1992 ·was concerned. it -was

c1tserve9 t�at an' ·�mo1Jnl Clf Rs.699 crores in 11.5 per cent 2010 Central

G<.,vernmanc Loan and ari 1�movnt of R.s .. 239 crores i,; 11-.s per cent -

20=,7, Qentr�I. Government 1:oM were short credited in the SGL account. 
. . 

· C 1f the ·former/· Rs. ·200 c:�ores were ath'ibc.,;,table to the oroker Shri NI K

· Ag.arv,,,ala for which SGL/rns;.lle was accounted for. The balance viz..'

Rs 499 cro,·es Wal$ atlrit:>1.1table lo Shri HarsMd S Mehta (HSM).

q :qarC1ing the sec;ond loan. M amount of Rs. 60 crores comprisod SGL
. 

' 

fo•rn is.�uoq by StMdard c:.Marterpd t:>arik for :ts sale 10 se1 aM tne 

b,rl1_3,1co of Rs. "7,0 crores -.y,�s purchasad by. �81 through HSM. Tnus. an 

omou,,t or R!:i, P.,CS. crores in al!, .coverin_g bQth the loans. represented the 

val1.10 of the Sflcuritlas tran·s-�ctions put ·through HSM (o'r which no SGL 

trans'8r forms had befJn lodtJed with the PDOi The net ;:jmount after an 

E\diustment of Rs. �0 crores in �U$pect of an int.err:iaJ tran$f8r from another 

SG l. account Q( SSI, repretsenling trans&ctio·m·s · routelJ through HSM 
.'. . . '. .. . 

tlmounted ·lo Rs. G49 eroru. AQiil'l$\ \hi$, se11 reder� .. ef9:pa1ment orders

of (;
0

rindlays ·Bank aggregati�g Rs. 574,76 crc;mis ::�::rt on� banker's

ChE,qu'e trom Syndj�te eanK �or Rs. 47. 76, crores from H° sf�. Adding and

furth'9r amount of interest on 182 days Treasury Bills fror,1 HSM :or Rs 
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0.20 crore. 111c nggreou1e payme nt receiv ed lr om him a moun ted on Ri. 622. 72 CrOr e s, ihe a,nount we re ree el·,ed o n 
v a r ious dates beIwiten 1 3Apiif and 2 4 April. 92 s a I is repor ted to be pursu

ing the ro co
ve ·y_ of 1 h11 'balance atnoun1 or RS. ;re crores rece ivablo 

b
y ii f r

o
m HS

I\! i hu ,eco,,c ili a1 1 on 01 l h <l lnve s Ir11 en 1 A ccount,s sI,11 i,1 pr ogress.

3. Th i s Co u r, has ,,!ready held Iha !  re
p

o,1 or J
a11ki

Ra man Con,mi
(te e  i

s 
a Public document and !Mor e /ore c:on1en1s l heri,of ca n  b6 ,.,,lied" "  by l hQ Coun ""'d n car, be a dmi

l
leq 

I
n lh e evlQence, withou l

it 
b err,g rnquired1 0 be p ro" e d Taking ov , ir all vi e w of the ma11er and coris1d

e
11ngmaterial avadab!e on roc or,:J and in !

he a bs �nc u  o
f 

an
y wri11,,,,s1a1emen1 riled by any o/ l'1e respo nd i

1n1 u , in
m

y opinion, the F ·etiliondeserves lo �"' Qr anted. II is· accor

d
i

ngly gr a nt oci I n ierms ,,r :>rayer. 

\ . 

cl
ause· (a). Petitioner would bti 

_
e n h11

ed to
pa yment or dec:ree_t

a

l amotmt, disceaSed- respo·nd,;,ni No.1 Har s
h

a d Meht a  be/11 9 MJ!ifiedPilrt y_ in accorctance Wilh th e ptovls/ons or t h e Special Court Act ',vifh a
' 

...
. modification. consideri ng P�<1sent Ritu a l/on, ab out r at e ol inter es 1, lhePetitioner -:shall be--enfilf� lo interut al 1h11) rate of is% an,; not2�.25¾ a.s Cla i med in the P r e,ient , t,etiUon,

.6 

xr
� ���• -� ,,,.,.,- --··· �- -···- ·- • M ~• � -- ,,__� . 

- -

0.20 crort:; !l"IC nggre~1;;1tc payment received lrom t,iin amow,te<1 on Ri, 

:eco,1ciliat1or1 u1 11,< • ...... _ .. Irr) ,t 1 ~c ◄ ·ft ,c c:1i11 in progress. 

3. ir.is Cour1 1,ns n!ready tield that report of Janki Raman Coni:nit.tee is a 

· - i"- · 1
- !hr evidence, without it being rnquireo 

. a.;i _ C1 tr -, 11 ••i':"'w or the: matter and con~.1der10g 

clause· ,a,. , : $UC . Jt , ,- :t. • b- "nhmsd 1<, oaymenl o~ dec:ree_tal 

amotmt, oe:1,,e,..~ .;d · u .: , · 1 1, lt ._,_ ., Y.qrshr d Mehta being n :>tified 

party_ in ~cco1J;.., ,..-.Jo ••• t,. lr .:·-··' , .... ,.s ,, t>-ie ~oecial Court Act '..vith a .. 
m.odificatio,,, (;<;.>n~1~,;, .. •;;, i:,. .•. e , ~ ••. ·-'1...... qt·,t;""~•' rsre of inleres t, the 

Pelilioner -.~ .• ~ii ,.:e -· 1 i 1 :.. · ,..:. 
1""'1"""'i'l -rit tMG, rate or 1·s¼ an,j not 

, l 

ti 
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