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1] . This is a report taken out by the Custodian

for distribution oﬁ moneyxffoﬁ accounts of notified
payﬂﬁgﬁ'af the Harshad Mehta_groupinnder séction 11
of - the Special Court Act 1992. | ‘Heard learned
cégnéel  appearing for noﬁified parties, . learnea
».Couﬁsel.éppearinq fOr”Incbme Tax Départment as also
the [iearﬁed coﬁﬁsei appearing for decree holder
'fbanks;_ There‘ére Qrdéré paséed by the Supfemé Courﬁ
aaﬁed:6m January 2011 énd 217 February 2011. It is
apparent from those Order§ bf.the Suapreme Court that
tﬁe amounts which are lying with the Custodian in
the no&ified 'acgouﬂtg» are permitted to be
diStributed by the Supreme Court subject to
"~undértakihg as "imtefim measureﬁ.v According to
éeéﬁiqn: 11(2) (a) and - the judgment of the Supreme
_Couyt,‘ the first :prioriti' is .to’lbe .given to the
demand of Income Tax Départment’ffor the priority
; periédi As pér the‘-char£ submitted by .the
Custodian( §he demand‘of'lncome Tax Department for

the priority period is of Rs.i995.66 Qrores. It may
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be pointed out here that the learned Additional

Solicitor General appearing -for  Income Tax

Department has stated that. amount of approximately

Rs.686 crores has bheen previously released to the '

Income Tax Department on the Department submitting

undertaking. The release of amount of Rs.1995.66
crores in favour of Income Tax Department as an

interim measure is opposed by the decree holder

‘banks on the ground that their applications for

scaling down the liability of the 1Income Tax
Deparﬁmenp as also for payment of liabilities of
‘ bénkS‘ are pendingx They tried to submit that 'I
should'take pfima facie Viéw ot those'applications
belore making an order fo} paymunL of amount to the
Income Tax' 'Department> as . interim' measufe.

_HoweVer, in my opinion, it will not be appropriate

. \ to expression any opinion, even prima facie opinion,

in relation to the pendinq applﬁcations of the banks

because the pleadings in those applications are not
] ' v
‘yet ¢ompleted, however, 1 propose to release the

amount in favour of the Income Tax Department after

taking from them proper undeftaking so that the
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interest of. the decree holder banks is fully
protected. The release of the amount in favour of
the Income Tax Departmentmis also opposed on behalf

of . the notified parties because according- to them,

P

’forArecordimg a finding that the notified parties

were operating in Landem, therefore they are to be:

treated as a group, isg recorded by this Court after

only eight notified partiés who hold flats

in Madhuli, other notified parties have not been
. . . o

heard -on that question. Howevér,'it is not pointed

out by them to me how interest of others will be-

adversaely affected by making interim distribution in

favour of the Income Tax Department and the banks .on
their furnishing undertakings. In my opinion, as

the amount is not being finally distributed and. it

is only interim distribution subject to the

condition that the amount will be brought back at
the direction of the Court, . release of the amount

in Tavour of the Income Tax Department and the

' decreefholder banks is not likely to‘cauSe prejudice
" to the interest of any party. . Therefore, in my

jopiniam, it will Dbe appropfiate to direct - the
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Custodian to release the amount of Rs.1995.66 crores

. in ‘favour of the Income Tax Department subject to
-the condition that the Tncome Tax Department will

files an undertaking of the Revenue Secretary

undertaking therein to bring back the amount on such

condition as may be directed by thig Court. In the

~undertaking, it should be ispedifically meritioned

v'thatw in case the Court‘ directs- Lthe - Income Tax

Department to briﬁg back the entire or part of the
amount by an order made on the applications filed
by: the decree holder banks for scaling down the

Income Tax Department’s demand or for payment of

“decretal amount, the amount would be brought back
;f;rst before filing. appeal against the order of the
Court directing the Department .to bring back the

‘amount.  The undertaking to be filed by the Income

Tax Department within a period of one week from

today.
2] After distribution of the aforesaid amount

in favour of the Income Tax Depaitment, an amount of

approximately Rs.225 crores is available for




" REP9/10
’distribution -beéause'amouﬁt of approximately Rs.15
crore;f to Rs.16 crofes will havéﬁ;td be kept in
atﬁached.accoﬁnts.. fhere are various decreé holder
banks. The decrees in favour of the banks run.in
hundreds of c¢rores of 'rupees. ‘In myw opinion,
however{ it will be appropriate to distribute the
'remaining amount depending on the date of decree
ghat‘has been.passed ih favour of the éecree holder
bankS.I'From the record it appears that the decree
in févgur of Canbank.financial.sérVECes Ltd. in suit
No}éé éf 1992 is the earliesg and istated 20"
Apfil 1995 and the principa1_amoun; of décree is‘Rs.
25.¢rores. The judgment debtor ié,Ashwin S. Mehta
who 'is' a  member ou Haréhad' Mehta 'groupﬂ 'Tﬁ@
'Cuétodian 'is therefore ‘directed ﬁx> pay to Canbank
’f@nancial Servicés_Ltd; an amount of Rs.25 crores.
TheA‘next decree‘ according to 'the  date on which
vdécree_was passed is the decree” in favour of State’
Baﬁk of Saurashtra (which ié-merged in State Bank
- of India) in misceilanedus petition No.52 of 1993.
fhe déte 5f decreé is 18 Jeauary 1999.  The

'principal amount of decréé is Rs.99,10,98,287.67.
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The Custodian is directed to release the said amount

in favour of State Bank of India., The third decree

is 'in favour of State Bank of Saurashtra (which is

merged in Stale Bank ol Indid) in  suit No.44 of

1995. The date of decree is 23" September 2002.
The principal amount of decree iSHRS“14,4lJO95.92.

The Custodian is directed to release the said amount

1

in favour of Staﬁe-.Bank of Indiav The next two

.decrees are in favour of State Bank of India, one

dated 3*! March 2003 and the other dated 22nd April

12003 in suit No.41 of 1995 and miscellanecus
petition No.63 of 1992 respectively. The

approximate principal amounts of these decree 1is
more than Rs.800 crores. The balance amount out Of
Rs.225_crores which is available for distribution is
app;oximately' Rs.100 crores. Therefore, the

Custodian is directed to release the amount of Rs.

100 «crores in favour of State Bank of India towards

part payment of pringipal amounts  in the above

- referred decrees. Though there are decrees in

favour of banks,: in my opinion, as I am not making

final 'distribution and it is interim distribution,
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it? wiil be appropriate. to direct"tﬂel banks . to
Furnish underlaking bgfore the amouhts'are released
‘in th_ei_r:'favox.lr undéri:alcing“to t{'his'_' Court to bring

'back'thé.améunté if sé directed<by'this Coﬁrt and on
such ,tefms Cag 1ﬂay_lae <ﬁirectédv by the 'Coﬁ}t. The
'ﬁndertakings sh’alllbe submitted by the Directors of
the banks. TFor ﬁaying these-amountsﬁ if necessary;

the - Custodian is permitted to break the fixed

deposit receipts.

- .3:]- o At this b.‘stage, a request 1s made by t‘he_.
1éarned.counsel appearing for notified pérties’ and
'the. SFandérd Chartérgd-Bankfﬁo'stay the effect of
tﬁis §?der. : Tﬁis order. is méde pursuant to Ehe

ordelr_ made by the Supreme Court. v Therefore, in ‘my
. : - ,
opinion, it will not be appropriate to stay this

order. Pult up after eights weeks.

Certified copy expedited.

Sdl - XXX
( D.K. DESHMUKH )

JUDGE, SPECIAL COURT
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AFFIDAVIT\L UNDERTAKING ) - Cj

I, Sunil Mitra, aged about 59 years S/o. .La’te' Shri S N
Mitra, R/o. Bunglow No. 70, New Moti Bagh, New Delhi -
110023, do"hereby affirm and state as under:

1. 1am the Secretary (Révehue), Ministry of Finance, Govt.
of India, New Delhi. [ am competent to give' this
undertaking on behalf of the Government of India.

of 2010 of the Special Court (TORTS) Act, 1992 for
distribution of assets of the Notified Parties, Harshad S
Mehta Group. The Hon'ble Special Court vide order
déted 25t February, 2011 directed the Custodian to
release an amount of Rs. 1995.66 crores (Rupees One
Thousand Nine Hundred Ninety Five Crores and Sixty
Six Lakhs only) in favour-of the Income Tax Department.

3. That this Hon’ble Court further 'directed. to release in
favour of Inc.c;me Tax Department the sald amount from
the accoﬁnt of séid Notified Parties to flj;e Income Tax
Department on filing an undertaking to bring back the
aino_unt, on such coxiditions as may be directed by this

Court. Therefore, I render following undertaking,
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I, the Secretary (Revenue), Ministry of .Fina_nce, Govt. of
India, New Delhi, do hereby undertake before this
Hon’ble Court for and on behalf of Union of India that I
shall, on being.called upon so to do by this Court or
under any other proceedings under the Special Court
{TORTS) Act, 1992 bring back to the Court the money so
paid or part or parts thereof, on such conditions as may

be directed by the Hon’ble Court. '

I specifically undertake that in case the Court directs
the Income Tax Departme'ntvto bring back the entire or
part of the amount by an order made on the

applications filed by the decree holder banks for scaling

“down the Income Tax Departmént’s' demand or for

payment of decretal amount, shall be brought back first
before filing appeal against the order of the Court
directing the Departrﬁent to bring back the amount.
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6. All the averments made herein above are true to my

knowledge and no material has been concealed here

2N

.'Depdnent

from.

- QUNIL MITRA

VERIFICATION Mﬂue Seciefory.

' WMﬂry of Flnanca
mment of [ndia

.New Delhi

I, Sunil Mitra, in my capacity ‘as the Secretary {Revenue},
Ministry of Fma.nce, Govt. of India, New Delhi, the deponent

above mentioned, do hereby verify on this .®....%.. day of March,
201 1 that the contents of paragraphs 1 to 6 are true and correct
to my knowledge based on records and this undertakmg hereby
given is in my official capacity as Secretary (Revenue), Ministry

of Finance, Govt. of India, New Delhi.

. Dcﬁonent

ment é'ﬂm
‘New Datht



