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IN THE SPECIAL COU'f<T (TRIAL OF OFFENCES RELATING 
TRANSACTIONS IN SECURITIES) AT BOMBAY 

MISC. APPLICATION NO-. 400 .OF 1994. 

Stand a rd Char Le r.·ed Bank. 

Vs. 

J. • Ca n b a n k F in a nc i a l 
2. Harshad S. Mehta, 
J. Custodian, 
4. c. B. I., 

Services Ltd., 
.. , 

Applican 

5 . Fa i r ~1 row L h F i n a nc e Se r. v ices Ltd . Responde 

Mr. E. P. Bharucha i/b Gagrat & Co. for Applicants. 
Mr. Pradeep Sancheti i/b Mulla & Mulla for 1st Respond 
Mr. M. R. JPthmalani i/b Mahimtura & Co.for 2nd Resp□ 
Mr. G. , Joshi i/b P. M. Mi.thi & Co. for 3rd Responde 
Mr. P. P ., Namjosbi .for 4th Respondents. 

ORAL ORDER: 

1 . 

CORAM: HON' BLE MR. ·,HJ 
S. N. VATHAV,A, 
28TH MARCH 1.99 . 

Mr. Bharucha asks for time to take inspec 

cerl~ain Banket·s Receipts which are in custody of C. B. 

N ,rn 1 j u sh \. s I:. d \ J·' s t h tl. L i n spec t:. ion w j .1 1 be 9 r a n t e d . He 

points ouL that the documents are in Bangalore. He 

Lh.J .. t. the ducumenLs wi 11 have to be brought to Bomba v. 

Namjoshj asks for 4 weeks time. 

4 2. Mr. ,Jethma J.ani points out that on the ave 

U Uie Applicants in paras 10 to 15 of their Affidav 

14th 0(-'Cemhr-:~r .1994, the Applicanl:s have to deliver 

R c~ s pcm d '': n I.. l 3 % NP C Bond s of face v a l u e of Rs • 3 c r or 

3. M r . Rh r.l r 1.1 ch a sub rn .i. Ls L ha t . L h :i. s a l so a r 

the .. i_rl.Ll.i.dl tcansacl.j_on which forms the subjc~ct mat 

App 1 i <: a i on . 

Nrl) 

V 
). 

Mr.. Bharucha submits· that the 1st RF2 
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~amit that they have to deliver 13% NPC Bonds of face value 

Rs. 5.5 crores to the Applicants. He submit~ that the Appl 

cants have no objection to 1st Respondent~ handing over Bond 

worth Rs. 3 crores Lo the 2nd Re~ponderit. 

4. Mr. Sancheti stat~s that the 1st Respondent admi 

that they have to deliver to the Applicants 13% NPC Bonds 

face value o[ Rs~ 5.5 crores. He submits that that can o 

be if the Bankers Receipt is handed 'back to the 1st Respo 

ents duly discharged and/or the Court grants to the 

Respondents a discharg~. He submits that without the d 

charged Bankers Receipt and/or a discharge from Court, 

1st Respondents are not willing, at this sr~age, to bring 

l.he. Bonrls. 

5. Mr. Jethrnalani poirits but that th~ c. B~ I. has 

.fi.10.d an Affidavit objecting to release oft.he 1st Respond 

ents' Bankers Receipt. This because there is a pend 

prosecution. Mr. Jethrnalani points out that the liabili 

the Applicants to deliver Bonds of the face value of Rs. 

crores 1s independent. of and not dependent upon the Ba 

Receipt of t.h 1st Respondents. He submits that the a 

to link Lhe two is merely a ruse to delay perforrnanc 

their own obligation. 

6 • In my view, at this stage these questions do 

arise in this Application. How~ver it does prirna 

appp;::ir_- l.:.o Court that Applicants have~ lir1bility to del 

15% NPC Bonds of the face value of Rs. 3 crores to 2nd 

~:pondent. Jt prim,::i_ fr1cie apperlrs tliat the.se should have 
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delivered as far back as 1992. Prima. facie it does· 

that this liability is independent of and not connec 

the deli very by 1st Respondents under their Bankers Rec 

7. Court is noticin~ that many parties includ 

Banks, are not performing their obligations. After Not 

tion, all properties of Notified Parties stand attached 

Custodi.an has issued Public Notices calling upon all 

to inform him if any thing is owed to Notified Parties 

pa,rties have not replied. They have kept quiet. This 

bly in the hope thatjif things do not come to light, 

mi g h 1::. <-':' s c: a pP 1 i ab j_ 1 it y :~ Many of th em mr.1 y u 1 I:. .i mate 1 y 

inasmuch as limitation is fast running out. If the Cu 

does not learn of the claim, he cannot file an Applica 

recover. Parties, including Notified Parties, do not 

the C11.c;todic1n. It:. is possible that there is an under 

they 

between them. Presumably at some stage, after known t 

a .r e d i s t r i. bu L e d , L he t· e w i 1 l he ad j u s t rn e n t be t v..' e e n t h 

the Notified Party. 

8 . In my view, Court must take serious note 

tendency to not to disclose. In my view, if it C 

,:1 I:. 1-_ en t ion o .f Co u r t that a pa rt y ha s not d i s c 1 o s e d 

last over 2/3 years and that it is holdj_ng attached 

tl,r::n Lhdt~ party must. be made to pay a high rate of 

and hi g 11 cos l. s . 

q • 7\s sL,"'.:\t:.F-~d earlier, at. Lhis st.age and 

Application, Court cannot call upon Applicants to b 

B n n d s n .f f ;:i c e v a l u e o L .. ,.R.s;.,~.,-, 3 c r o r e s • 
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rh~cich~ \vl1,-'tl~ they Wr=ln!. to do. Applicants hr.1ve recentl 

lienp[ici.ary o[ Court's view that high interest and h 

1111ml. hr: ,,w,7t:(h•r.l irnrlr~r some circunrnt:nnr.:es. They 

more Uian anybody else are aware of Court's view 

rr 1 ;.i ! ·, I r ·' r ~~ , 1'hr-:y mnrP f:.han r1nybody else know that 

[ouhd Lli-:)L Lh y have not disclosed and not honou 

independent obligation, they may ~rn] up paying high 

and costs. 

10. ~s this hFts now come to the notice of the 

direct. \.he Custodian to look in this aspect.. If he fi 

2nr3. RP.spnnd~nt':q c],=dm is correct and genuine, then 

L;_:ib~ ouL an A21-ilication for recovery of these Bonds. 

lJ. This Application is adjourned for four week 
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