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1] This is a report taken out by the Custodian 

for distribution of ~on~y· from accounts of notified 

of t:he Spec.i. a.l Court. Act 19 9 2 . . Heard 1 earned 

counsel appearing for notified parties,. learned 

.c;:;ounse-1 :appearing for Income 'rax Department as also 

the' learned counsel appearing for decree holder 

banl<s.~ There are orders passed· by the Supreme Cou·rt 

dated 6~ January 2011 and 21HL February 2011. It is 

apparent from those 6rders of the S~preme Court that 

Lhe amnun t.s which are lyi nq wi t.h the Custodian in 

the notified accc,unts· are 1::e:tmi t ted to be 

distributed by the ·supreme Court subject to 

undertakirig as· interim measure. According to 

section 11 ( 2) (a) and the judgment of the Supreme 

~our·t, the first prior~ty is . to be given to the 

demand of Income 'T'ax Department •· for the priority 

PE:riod. As per t,he . chart submitted by . the 

Custodian, the demand of· Income Tax Department for 

the priority.period is 6£ Rs.199,5.66 crores. 
I 

It may 
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be poirited out here that the learned Additional 

Solicitor General appearing .... for Income Tax 

Department has stated ·1;:.hat. amount of approximately 

Rs. 686 crores has been previously released to the 

Income 'I'ax Deparl:.ment on the Department submifting 

-undert.aking. The release of amount of Rs.1995.66 

crores in favour of ·rncome Tax Department as an 

int~erim measure 1:3 opposed by the decree holder 

banks on the grou·nd that their applications for· 

scaling down the liability of tpe Income Tax 

Department as also for payment of liabilities of 

banks are penc1i 11g. They trJed to submit that 'I 

s~ould take prima facie ~iew cif those ~pplications 

before rnak.i.n9 an on.lei:· for· pay111< .. :11L of amount to the 

Income •rax Depa.rtrnen t as interim measure. 

, f-fowever, in my opinion, it will not be appropriate 
. ' \ ' : . . 

·. ·\ ~~ :xp~ession any.opinion, eve~:pri~a ~acie opinion, 

. 111 J. el.a t.1on to LhE. pend.mg appJ. 1ca tions of the banks 
. . 

b~cause the pleadings in those applications are not 

yet completed, however, I propose to release the 

amount in favour of the In~ome Tax Department after 

taking from them proper undertaking so that the 
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interest of. the decree holder banks is fully 

protec;:ted. 'rhe rel E~ase of tbe amount in favour of 

the Income Tax Department is also opposed on behalf 

of the notified parties because according- to them, 

foe recordinq a Undinq that the notified parties 

wEH·e operat.i.nq .i.n ~-i:tndcim, th<,~reforc they are to be, 

treated as a group, is recorded by this Court after 

hearing. only eight notified parties who _hold flats 

in Madhuli, other notified parties · have not been, 

heard on that question. However, it is not pointed 

out b~1 tl'Jern to rne how interest of others will be· 

ac.Jvc:::~·•.::,"C: .. ·.'."J·.:-,.1 "•·f' 1·'l-'C''l•n,-l by r1·1:::i)--1' r 1g ·1' 1•,!-pri'1·n· di' ct,~]· buti' OY\ lr1 ~ . Q. .. ·'- ::..... .. cc. ~- . c, \. .. ( .. ,\,, - "" .,_ . ., ... 

tavn11r (lf 1.-h,-: Lnc,Ar:c Tax Depiirl"mc~nt and the banks .on 

their f urni ~;hinq undertaking::.;. In rny opinion, as 

the amount is not being finally distributed and it 

.1S only interim distribution subject to the 

condition that the amount will be brought back at 

· the di rec t:.ion of the Cc)Ur t, , reJ. ease of the amount 

in fz1vour of the lncorne Tax DE?.part.ment and the 

decree bolder banks is not likely to _cause prejudice 

to the interest of any party. 'I'he.refore, in my 

·opinion, 
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Custodian to release the amount of Rs.1995.66 cror~s 

, 'in·· favour of the Income 'Tax. Deparl:.rnent sub:i ect to 

the condition that: the Income Tax Department will 

file an undertaking of the Revenue Secretary 

I 

undertaking LhE!re.i.n to bring back t.he amount on such 

condltlon aH may be ·directed Uy this Court. In the 

undertaking, it should .be ~pecifically meritioned 

t::hat in case th,:: Court directs·· the Income Tax 

D~partment to bring back the entire or part o{ the 

amount by an order made on the applications f~led 

by. t~e decree holder banks for scaling down the 

Income Tax Department'. s demand or for payment of 

· decretaJ. amount, t:he amount would be brought back 

fir$t ~~fore filing appeal agains~ the order of the 
I • 

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. 

21 Aft.er distribu~ion of the aforesaid amount 

in favour of the Income Tax Depattrnent, an amount of 

approx:i.mately Rs.225 crores is available for 
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distribution because amount: of approxiinately Rs .15 

cror~s to Rs.16 crores will have ·t6 be kept in 

attached accounts. Ther~ ~re various ~ecree holder 

banks. The decrees in favour of the banks run in 

hundreds of crorl·:s of rupees. In my opinion, 

however, it will be appropriate to distribute the 

remaining arnou.n t depending on the· date of decree 

I 

\hat has been passed in favour of the decree holder 

banks. From the retard it appear~ that the decree 

I 

in fav()llr of Canbank Financial. Ser,/ices Ltd. in suit 

No.26 of 1992 1s the earliest and .is dated 2Qlh 

ApriJ 1995 and the pr,incipa1 amount of dectee is Rs. 

2 :i . crores. The judgment debtor is .Ashwin s. Mehta 

Custodian :Ls therefore 'directed to pay to Canbank 

Financial SE;rv:Lces .Ltd.· an amount of Rs. '25 crores. 

The next decree according to ·the date on which 

decree was passed is the decree· in favour of State· 

Bank of Saur a sh t ra (which 1. s ·rnerged in State Bank 

of India) in rnisce.Llaneous petition l\fo. 52 of 1993. 

'l'he date of decree is 18 t.h o·a:mary 1999. The 

priticipal amount of decr~e is Rs.99,10,98,287,67. 
I 
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The Custodian i.3 d:.i.rected to release the said amoun:t 

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

is in favour of. State Bank ·of Saurashtra (which is 

merged in Sl~al.e L-3ank or .r.nd:LJ) i1:1 · suit No. 44 of 

1995. 'I'he- dat(--; ot decree· :Ls :n••i September 2002. 

The prii1cipal amount of decree is Rs .. 14,41:,095.92. 

The Custodian is directed to release the said amount 

in favour of State. Bank of India-·; The next two 

.. decree.s are in favour of State Bank of India, one 

dated 3,.d March 2003 and the· other dated · 22nd April 

2003 in suit No.41 of 1995 and miscellaneous 

petition No.63 of 1992 respectively. The 

approximate principal amounts of these decree is 

mbre than Rs.BOO crores. The balance amount out of 

Rs.225 crores which is available for distribution is 

approximately Rs.100 crores. Therefore, the 

Custodian is directed to release the amount of Rs. 

10-0 ·cro_res in favour of State Ba.'nk of India towards 

part payment of princip~l a~ounts ·. in the ab6ve 

r-eferred decrees. Though there are decrees in 

favour of banks,, in my opinion, qS I am not making 

final :distribution and it is interim distribution, 

.. • ·- ... .. , .. -:;~ . -~--
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it will be appropriate to direct tHe banks .to 

f:'urnish .under takin9 before the arnoun ts are released 

.in their favour undertaking to this Court to bring 

back the amounts if so directed bi this Court and on 

such , terms · as rnay bf::) d:L rec t:ed by the Cou,rt. The 

undertakings sha11 be submitted by the Directors of 

the banks. For paying these amounts, if necessary, 

the Custodian is permitted to break the fixed 
I 

deposit receipts. 

3] . At this stage, a request is made by the 

Learned counsel appearing for ~otified parties' and 

. the Standard Chartered Bank to stay the effect of 

this order. This order is made pursuant to the 

order made by .the Supreme Court. Therefore, in my 
i ' 

opinion, it will not be appropriate to stay this 

order, Put up after eights w~eks. 

Certified copy expedited. 

Sdl ~ XXX 
( D.K. DESHMUKH 
JUDGE, SPECIAL COURT 

Certified to rf a true c, 
b- ~opy 

fo~FICER ON s~·l UJ r1 
Officer of th ·0 . ~ D ftV . 

V\./8 eo~e iaJ oun . . 
'V _ ombav. . . _ 

"'1 QZ 
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IN THE SPECIAL COURT (TRIAL OF OFFENCES RELATING 

TO TRANSACTIONS IN SECURITIES), ACT, 1992 

AT BOMBAY 

. Report No. 9 of 2010 

REPORT OF CUSTODIAN WITH REGARD TO ASSET -

LIABILITY POSITION OF HARSHAD MEHTA GROUP 

FOR THE PURPOSE OF DISTRIBUTION 



I, Stmil Mitra, aged about 59 years S/o. Late· Shri S N 

Mitra, R/o. Bunglow No. 10, New Moti Bagh; New Delhi -

110023, ·do·hereoy affirm and state as under: 

1. . l am the Secretary (Revenue), MW,stry of Finance, Govt. 

of lndi~, New belh_i. I am competent to give· this 

undertaking on beha1f of the Government of India. 

2. I s~·--that ~e Custodian has submitteda'Report N'o. 9 

of 2010 of the Special Court (TORTS} Act, 1992 for . . . 

distribution of assets of the Notified Parties, Harshad S 

Mehta Group. The Hon'bl~ Special Court vide order . ' . 
dated 25th February, 2P 11 directed the Custodian to 

releas~ an ~ount o~ Rs. 1995.66 crores· (Rupees One 

Thousa.ni Nine Hundred Ninety Five Ctores and Sixty 

Six Lakhs only) h1 favour·ofthe Income Tiix.Department. 

3. That this Hon'ble Court further directed to release in 

favour o~ Income :ax Department the s~d am.punt from 

the account of said Notified Parties to the Income Tax 

Department on filing an ·undertaking to bring back the 
' ' . . 

amqunt, on such conditions as may be c;lirected by this 

Court. Therefore, I render following undertaking. 
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I, 1:he Secretary (Revenue), Ministry of Fin~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 JJart 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 Department to 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 Department's· demand or for 

payment of decretal amount, shall be brought back first 

before filing appeal against the order of the Court 

directing the Department to bring back the amount. 



·. ~ . .s v~l ~~ 
'Sjo· ~ .S.~.f'Y\A~ 

P../o ~fJJ (l\v~ l'h)_0 
MiruY,, -.. · 
f"-e.,..:, ~- - II o ·o k~, 

6. All the averments made herein above are true to my 

knowledge and no material has been concealed here 

from. 

]~eponent 

. •···IVNft.~· 
VERIFICATION '~riue S.eifflltJ .. 

. : Mffifttry of Flnane.o 
~mment of 1.1dia 

. ··.: .New DelhJ 
I, Sunil Mitra, _in my capacity_ ·as the Secretary ('.Revenue), 

Ministry of Finance, G.ovt. · of India, New Delhi, the deponent 

above mentioned, do hereby verify on this .~~ .. day of March, 

2011 that the co:i;i.tent.s of paragraphs i' to 6 are true and correct 

.to .my knowled~e b~s~d on records and. this undertaking hereby 

given is in my official capacity as Secretary (Reyenue), Ministry . . 
of Finance, Govt. of India,· New D_elhi. 


