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JN TilE SPFCIAL COURT ( TRIAL OF OFFENCES RELA,TING TO 

TRANSACTIONS IN SECURITIES) AT BOMBAY 

M.ISC. i\PPLICA.TION NO. 101 OF 1994 

A~ J{ .. Menon, Custodian ••• Applicant 

l ~ Af<J?; r~;r- i.nd l ys Bank and Ors. ... Respondents. 

Mr • G • H • 1J o 8 h ·i. i / b .. M / s • P .. M • Mith i & Co • :f: or the 
l\pf:)1 icant 

Mr ~ ,J. D • D 1,v d r k ad as with Mr. N • R .. Jag tap i / b . M / s • 
T'J i r;u1j,H1 ,Ta9Lap & Co" for Rf~spondent No. 1 .. 

Mr • D . D ~ Madon i / b @ r--1/ s ~ Gag rat & Co • for 
nesponden L No. 2. 

Mr. :--1. n,, tfaisin9hani i/b .. M/s. Kanga & Co. for 
Hr:,c;pon<lent Nus. 3 and 4. 

Mrs. Tr, j::i [{.:-l L~lar for C ~ B. T. -- Respondent No. 6 .. 

Mt·. Shit·,1lk:1r i/b~ M/s. Shiralkar & Co. for 
F!e~;pondr'n L No. 7. 

~ 

M . Dhonrl j/b M/s. Desai & Diwanji for 
Nn. f,i. 

Responderf),:. 

M t.' • H • S . Ch i. t n i. s i / b • Harne s fi"' Ma k h i j a & Co • r 
Hespondc,nt No. 9 

OR.DEH 

1 • 

ith Mr. Sa.njit for Respondent No. 10. 

CORAM : S. N .. VAflIAVA J,,., 
JUDGE, SPECIAL COURT 

24TH AUGUST 1994. 

Th s l\ p ,P 1 i cat ion i s by the Cu s Lo d :i an for 

Th t'P L '.~, no re a 1 d i r:; put e bet 1...; e en the 

ins to 3 Spcuritips 
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~.l i z. (a) 9% PFC Bonds of the face value of Rs. 30 

crores, (b) 13% NPC Bonds of the face value of Rs. 

13 crores now enhanced to Rs .. 14.50 Crores and (c) 

50 Lacs Festival Bonanza. 

3 .. So far as Item (c) 1s concerned, the 

same have already been handed over by the 

Respondent No. 2 to the Custodian on or about 24th 

lJu.ne 1994. 

4. So far as Item (a) is concerned i.e. the 

9% PFC Bonds of the face value of Rs. 30 crores, 

the f~cts are that these Bonds were purchased by 

the 2nd Respondents from the 1st Respondents on 

17th Ff':-brnary 1992. The 1st Respondents issued B. 

H~ No. 1230 in respect of these Bonds. On 10th 

March 1992 Respondent No. 2 sold these Bonds to 

Henr,nnde-n No. 3. HPspondent N<J. 2 handed over B. 

R. No. 1230 to Respondent No. 3. 

5. This B. R. No. 1230 was ultimately found 

by the Custodian in the possession of Respondent 

No. 5 i.e. the National Housing Bank. The Court is 

informed that the Allotment Letters in respect of 

the~1P Bonds has tH~en seized by the C .. B. I • from 

t:h(:, pnssr~:::s j on of Respondent No. 1 under a Seizure 

M (" n 1 o < l ;1 t ·. Pd 2 3 1· cl ,J l l ] y 1 9 9 ] i n R • C .. Ca s e No • 1 l 

(b)/q?/CBT/SCB/Bnmbay. The Allotment Letters are 

thus with the C. R. I. The C. B. I .. 1.s now 

rl i n°~ctr=·d Lo h~uH1 over these Al lotrnent Letters to 
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the Custodian. The Custodian to then forward these 

Allotment Letters to Respondent No. 7. Respondent 

No. 7 to issue Bonds in respect of these Letters of 

Allotment. The Bonds to be issued in the name of 

Respondent No. 3 r but to be delivered to the 

Custodi,:'-ln. The Letters of Allotment being 

delivered and the Bonds being issued and delivered 

to the Custodian, the B.R. No. 1230 to be 

discharged by the Custodian 

The question then arises about interest 

on these Bonds. I am told that interest for the 6 

rn on th i, p e r i o d u pt o 2 7 th ~Tune l 9 9 2 ha s been re ta in e d 

by Respondent No. 7. I am also informed that the 

interest for 6 months period upto 27th December 

1993 as well as interest for 6 months period upto 

2 7 th ~Tun r~ l 9 9 4 i s a l so l y i n g wit. h Respondent No • 7 • 

R~~spondent No .. 7 is directed to issue & hand over 

,,111 th"": s e i n t ere st w a r rants /cheques in the name of 

Respondent No. 3, but to deliver them to the 

Custo(lian who sha11 put them into one of the 

accounts of Respondent No. 3. 

7 • So far as the interest for the period of 

6 months upto 27th December 1992 and interest for 

LhP period of 6 months upto 27th June 1993 1.s 

concerned, I a.rn informed that Respondent No. 1 has 

nn LHh ,lc:imF1q1 1994 credited the same into th<.~ 

7\ CC O' l n l · n r R p s p On d {': n t: NO 0 3 • ;-:;q::u;:La, __ ah.e..ad.¥-·-~·½Hlef'3:-



4 

8 • That leaves the question of Item (b) 

11~:; NPC Bonds of the face value of Rs. 13 

crores as now increased to Rs. 14.50 crores. The 

3rd Respondent is directed to file an Affidavit 

setti nq out:. Lhe exact nature of the transactions on 

the basis of which he is claiming these 13% NPC 

Bonds of the face value of Rs. 14.50 crores from 

Respondent No. 2. In this Affidavit any other 

docurnentB on which Respondent No. 3 chooses to rely 

on must also be disclosed. Such Affidavit to be 

fil iLhin 2 weeks from today. 

9 • Il has been the experience of this Court 

that gE~nera 11 y parties sit t iqh t and do not 

d i s c ] (HH? t be t rue st. a t e o £ a f fa i rs . The parties 

wait Lo s c~ w ha t the o the r s id e can disc 1 o s e or 

dor>.:S disclose. So far as this Court is concerned, 

this canno1 ;:rnd wi 11 not be permitted. Before this 

Court .::dl parties must place all facts, as are to 

their knowledge and available to them from their 

recon1s without waiting to see what the other side 

In this case, the 2nd Respondent is 

,'1 VPry r11ajor Bank which has its own records. It 

l'\ nows ,,.,1 l 1 ;:i t t r ;i n sac t ions it ha s had with the 3 rd 

nd/<)r 4th RespondPnts. I S("'-~(~ no reason why the 

2nd n pond nt could not h<:4.ve,. set out what 

c·ord. i.11 tc; t.l1ern 1.s or are the transactions. and 
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of what face value. The 2nd Respondent is therefore 

directed to file, within 2 weeks from today, an 

Affidavit setting out what the transactions in 

respect of 13% NPC Bonds were and what according to 

them was the face value of the transactions between 

Lhern and the 3rd and/or 4th Respondents. 

10. The claim for 13% NPC Bonds to be taken 

up eithc•r in c'1:0 any other appropriate Application 

which may be adopted by Respondent No. 3. Liberty 

to Rr:~spondent No. 3 to adopt appropriate 

proceedings in respect thereof. 

-0-0-0-0-0-




