_Section 3(2) of the Special Court (Trial of Offences Relating
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'In these appeaTs, the only qUestion re1ates to the

e~

Scheme devised by the Spec1a1 Court ‘for. the sa]e of shares of

'Athe appel]ant—Apo]1o Tyres Ltd

" The shares of the appe11ant had \a11999d1y been

purchased by Harshad Mehta who was a ﬁarty notified wunder

¥

Special Caurt Act"). By virtue of -Section: 3(3) of the Special

Court Act, all .the movable and immovable assets of the
- o DT i A ) -

notified party stood attached. One of the assets which was

stated to be there were. the. shares of the éppe]]aﬁt-Company.

.'éursuént‘ to some disclosures which have.besen made by Harshad
'Mehta,‘ it seems that ,thére are in total ' 46.56 lakh

: unregfstered éhékes' stated "to be 'beTbngiﬁg td 'him - -In

add1t1on thereto, there are about 15. 98 1akh shares which have

been registered 1in the nameiof Harshad Mehta and there are

'also some other benami/mutilated shares.” As yet, it is not '
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cTear as to what 'is the total number of shares in quest1on of
the.'appe11ant-Company w1th Harshad Mehta but the total number
could be about one crore shares;Jn numoer.-_

By '“the . impugned fjdoqment, . tne " “gpecial Court
'cafegorjsed the shares }nto 'three c]asses'- one was. the
.roucine shares, second was the bulk shares and th1rd was the
controlling block.of-sharGSf -The SpecaaifQourt constituted ‘a
Disoosal committee- and with regard to 'roofine shares, it
d1rected that the. D1sposa1 Committee sha]] dlspose of :the sa1d

shares. For‘the bu1k-shares, name]y, those whose market.va]ue

~

exceeded . Rs.. 5 crores as‘on the date'ofAtheljudgment, ji.e.
17th -August,;, 2000, the norms-which were’ 1aid down (called the
2nd method“ for sake of convenience) by the Spec1a1 Court

were as fo]1ows :

: After demating the'reg1Stered shares,
the Custodian will offer the, Bulk Shares .to
institutional buyers Tike LIC; GIC, -UTI, etc.

. The offers will be invited in’ sealed cover. . The .
offers shall be p1aced ‘before - the Court. _ The"
Custodian ' can. also ‘invite’ offers from foreign
institutional investors. The . Court, however,
shall reserve its rights to accept or reject the
highest :offer:or bfd that may be receéived by ‘
for purchase of shares without ass1gn1n9 any
reason whatsoever.. This process will initially .
apply, 'as stated aboVe, 'to all .registered shares
in possession of the Custodian. . At .this stage,
the Court s confining - the offers only :to
institutional. buyers. If no offers are received
from inst1tutiona] ‘buyers or if best possible
price 1is not 1ikely to come 1n, then the  Court
shall consider other a]ternate options at the
re1evant ‘tima. ‘

Contro111ng block of shares’ were those wh1ch exceeded 5 per
cent of the pa1d up cap1ta1 of the Company Norms 1n respect
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of the sale of qontro11ingﬁﬁlgck of shares Jéid down ‘by the
Special ‘Court (referred to hereinafter as the ”3rd;'methpd)

were as follows :

“After completion of demat procedure for
registered shares, the Custodian will give public
" advertisement in the ‘newspapers 1nv1t1ng bids for
purchase of controlling Block-of " Shares. . The
offers should be for the entire block of
registered- . shares. - The offers - should be
accompanied by a Demand- 'draft/Pay - Order/Bankers
cheque representing 5% of the offered amount in
‘cases of thinly traded, shares of companies 1like
Killick Nixon whereas in .cases of highly valued
shares 1like Apollo’ Tyres, the offers shall ' be
accompanied by Demand -Draft/Pay Ordér/Bankers
cheque representing..2%.of the . offered amount.
- The said Pay Order/bemand Draft/Banker S8 cheque
should be drawn -in favour of the Custodian A/c -
name of"the notified parties say Dhantraj Mills:
The offers can be made by individuals. as well as
byl ‘corporate - and other entities. "The offerer,
-whose offér 'is accepted by the Court, will be
- required to make payment within 15 days_from.the
. date of- acceptance of the offer by the Court.
Here also, the Court reserves its rights to
. accept  or reject any of .the highest offer or bid
that ‘may 'be received by the Court “without
assigning . any reason . whatsoever. - Once . the
highest offer is ascertained, the management -of
"the ' company should be given an option to buy the
shares. This is to avoid destablization of the
" company. Fhe purchaser(s) shall comply with all
regulations..including the Take Qver Regulations
of SEBI. In cases where the Custodian finds that
as . an the vrelevant date, he does " not possess
"shares of ‘a’ company .to the extent of 5% or above,
"but. he anticipates. that in near future, the limit.
is .1ikely to reach with the other shares coming
in, then the Custodian shall submit his report to
the Court  for ‘'keeping aside such'shares of a
notified party for future disposal. . However,
public financial 1institutions will- not be’
requiired tQ make any deposit a]ong with their
offer(s).
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Ih respect of rout1ne shares, norms were laid down" (referred<
-to -as the f1st method“) but w1th respect thereto there 1s no
controversy - ‘ |

| The " whole emphasis, and in our op1n1on rightly so, of
the 'Spec1a1 Court has been to ‘ensure .that maximum price is
‘realised froﬁ the sa1e:ofAthe»said shares. Keeping this in
vfew,_.we do . not find.that the Special court has ’errec in
'issuiho the aroresa1d directions. After hearing the counsel
for the‘ partfes, we affirm the‘saﬁd directions 'uith minor
changes.' | | |

In respect of 'bulk:shares{'the Special Court has
directed that .the orfer uwi11 first - be made to the
fnstitutiona] buyers. W1th the change which has taken place
in. the f1nanc;a1 market, 1t wou]d be more appropr1ata that the
offer be not restricted on1y to the 1nst1tutiona1 buyers and
the non-inst1tut1ona1 buyers 1nc1ud1ng the Management of the
Company, may also be offered the sale of_such shares of the
appe11ant—Company.' In this}.way, :VtheA best prfce would
hopefu11y be rea11sed. No~cther change'in‘réspect of the.sale
of. bulk shares is pa]]ed for,

In respect of the sa1e of contro111ng block of shares
the on1y method 1a1d down by the Spec1a1 Court is to offer the
sa1e of shares in. a compos1te b1ock It is not known whether'
such - a sa]e w111 get the best - pr1ce in: respect thereof. We,
therefore, d1rect that ‘it w111 be open. to the Spec1a1 00urt to

decide -whether to have the sa]e of the contro]11ng block of
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shares either.'By'inviting bios for burchase of ,COntro11fng
sioék‘ as such or by selling the sa1e shares aCCOrd1ng to the
-norms - f1xed for the sa]e of bu]k shares or by the norms fixed
in :respect of - routine shares. The ObJGCt being that the,
h1ghest pr1ce poss1b1e shou1d be rea11sed 1; is 1eft'tov Foe
Court to decida wnat procedure to adopt.a

If the Court thinks that it is best to adopt the norms
}aiq ‘down by it for sale of;contro111ng b]ock of shares '(the
3rd. methoo) then: when highest offer is.’ received end»:qhe
Managemeﬁt of the Compah;'isééiven an,optionlto buy those
éheres..et.nthat-bcioey‘then'if:the‘Manageﬁent so desires the
Court. should give the Company an opportugity to buy back the.
shares at- ‘the highest price offered by compﬁying with the
provisions of Section 77A of the Companies Act. = In' other
words oﬁ the receipt of the offer for the sale of the
contro111ng block, the Court witl give an . opportun1ty, 1f it
choosés to conswderlthe offer, go the Management-to buy or to
the <Company to buy back unoer'éection 77A:0fg the Companies
Act. . No other: ohange in the Scheme as. formuleted by the -
'Special Court is called for.'

It. is made clear tﬁei‘ie respeof of fhe contro]ling'
block . of shares the third metﬁod will f%rst be adopted,
name]y, the norms for sa1e of contr0111ng block of sheres-
and it is on]y if the Court ‘is satisf1ed that by adopting that
method.the.h1ghest,price is not avai?aple;then it will have an
option. to foiloﬁf %he 2nd.method;re1ating to :sale or ,bu]k1;
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