TN THE SPECTAL COURT (TRIAL OF OFFENCES RELATITNG
TO TRAMSACTTONS TN SECURTTIESY AT RBROMBAY .
MYSC , RPETITION NO. Y4 0OF 19095

State Bank of ITndia, & Corporabion .
incorporated andar the provisions
nf The State Bank of India Ack’ L1955
and having tbs local Head OFFice ab
State Ranlk Bhavan, Madame QCama Road,
Bombay and 2 branch office at

Bombay Samachar Marg, Bombay 400 023....Petitioner
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Mew . Jyobi Harahad Mehla

—
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Trndian Tohabltant, residing at

32, Madhuli, Dr.Aannie Beasanh
foacd, Worli, Mumbal 400 018 and
having her office ab 120%/6,
Malker Chamber V, 221, Nariman
Point, Mumbai 400 021. '
L) Mr. Atur Harshad Mshta
Indian Inhabitant, residing ab
X2, Madhull, Dr.annle Beassant
Foad, Worli, Mumbai 400 018 and
having her office at 120%/4,
Maicer Chamber V, 221, Nariman

Poinl, HMunbal 400 021.

L) Mrs Rasila Shantilal Mehla

Indian Inhabitant, resi
32, Madhuli, Dr.oAnnile 3,
Roze, Worli, Mumbail 400 018 and
having her office abt 1205%/6&,
Maler Chamber iV, 221, Mariman
Puint, Mumbai 400 021.
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. ALK . Menon, bthe Custodian.,
appolnted under Lhe Special
Court (Trial of OFfences )
Belabing ho Securities)
At 1292 having his Bombay
of Ficae ot 27Lh Floor,
Shocl Caohange,

Delal Sheeat,

Bomlay 400 G0) oarrgredea b

Me o ¥ L8 Cooper SrocounEme)l o wi it Me TN Tonper AL

Libble & o, for Petitioner.

far Beepornddent Neos, la Lo Lo,




W
Mr.J.Chandramnm  L/by M/se. PoMLE MLbERE & Co. for

Respondarnt Mo.2/Custbodian.

CORAM DL DESHMUKH, T

SPECTIAL COURT,

ey boeaed L (& 2003

1. The present sull has been filsd by bthe State

Bank of India for recovery of the amount af 1

Catr e Ler-i b bacause ofF unaubhor sl wuse of O Ry
belonging to Lhe petitioner For variouwus period of

Lime by deceased defendant Moo l-Harshad §.Mahta.

st il ons

poceording  to the pstbtitionsr, various trans
in mwmuritiéﬁ took place bebweaeaen Mr.81taraman, the
officar of the Petitiorer Banmk and firet respondsnt
in collusion with each othetr. Tb ise submithbed that

aftar  Lhe scam broke oub In May/June 1992 apart

from Lhe Government and Lhe Feserve Bank of  Tndis,

SR

the  Pebibloner Bank also undertool reconeiliakion
and acrubiny of thelr own verious Lransactions  and
ceslings  which ware snbered into by and on  bahalF
ef the Pebibioner Bank. Variows irregulascilies were
(NSTNTRTS N Tt was  found by the pebibiooner Ll
pal it iongr had entered dinlo cerlain beansaolions of

PR

purchase  of  Cenbral and State  Government  Lodaies.

e



Payments were made by the Petitioner for purchase of

A Y

loans  and therefore petitiongr was entltled

to

receive Lthe 8GLe in respect of the purchase. But
- *

though payment in full was made, the corréapoﬁdiag
SGls wars. ol received  dmmedistely bat er@
received and credited to the Petitionaﬁ’é account
with undue delay. According to the Petitioner,

those smounts belornging to the Petitioner could

have been used by bLhe Petitioner in ite business

but  were utilized by the firet respondent in

businezs. Thus lass was caused to the Petibioner

Garle In as much as 1t could mot utilize the amount

to  which 1t was entitled and that amount was

[~

utilized by respondent No.l. There are =zeveral

instancaes given of such tranzactions and the

Paetitionsr, in detail, has given periods durirg
which the amounts belonging to the Petitionsr were
utilized by Harshad S.Mshta. According to  the

Petitionar, therefore 1If these L amounts

were
recaeived by the Petitionar on the date of which it
became entitled Lo it, the amounts would have been

used by the Petitioner bub because Lhe amounts

were  rekbained by HMHarshad S.Mehts - unauthorisedly,

v

- - . !
the OPstitionsr Bank has suffared a loss. The
I . R
- P | V.
Petitionar Bank has calculated the amount of loss

in  the form of loss of intareaﬁ_ﬁuffered by the

Bank because the amounts were not received by the

g
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Bank on due date.

2. To .this =sult orlginally Harszhad Mehta and

Custodian were Jolined as respondsnts. Harshad Mekta -

during his life time had filed a Written Statement
and his main def@nce Was ﬁhat, in  ths, month of
April, 1992 there was an offer of settlement of =211
hig liabilities towards the petitioner and that it
Wi mgr@@d.betwman the Paetikioner Bank and decexsed

Harshaod Mehta that all liabilities of Harshad Mehtea

towards  the petitioners have been cleared aEnd

pursuant  to  this understanding or ssttlemsant an

,00,00,000/~ was paild by him to the

L

amount of Rs.&822

Petitione:r. It is also stated that the Petitionsr
k3

Banle  had also written & letber wherein terms of

that settlement were reduced inte writing. Original

of the letter was retzined by Petitionsr Bank and

copy was given to Harshad Mehta. Howeaver, he has

lost that copy. The Petitioner Bank however,

disputes the very existence of such letter. Thus

the stand taken by deceased Harshad Mehbta revesals

that asven accordling to him in April,?22 an amount. of

Ra  a22,00,00,000/~ was payable by him to the. Bank

and  he claimad that this payment was made in full

and final sattlement of the claim of the
Patitioner. AOfter the death of decsased Harshad

Mehta-ragpondent No.l his legal representatives
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have besn  brought on record of this Petition.

Mo ther of deceased Harshad Mehtba has filed

affidavit 1in this Petition stating that she does

not have any claim in the estate and the shares of

Harehad Mehta and he left entire eskate Lo hi

i

e

widow 1.e. Jyobti Mehta. She also €

tated that she

cdoes  not Wiﬁh to contest the suit. To  the same

effect an affidavit is Filed by son of deceased

Harghad Mehta by name Atur. Widow of Harshad Mshta

has chosen not  to appear and not to file any

wrltten statement. So  far az  respondent No.?2

custodian is concerned, the Custodian has not filed

any affidavit therefore reslly speaking as on today

avaerments 111 the plaint have notbt been denied by any

of  the respondeant in thisg suit. T find that thi

i

transaction batweaen Lthe Petitioner Barnk and

daeceased Harshad Mahta hags also been referred to in
Lhe repart submitted by Janki Raman Commitiee. The

relevant parea reads as under:

PARA 3.

As  Far asz the reconciliation of the overall

difference of Rs.1022 crores in the Tfigures

of S8BT and PDO as on 31 March, 1992 was

concernaed, 1t was obzerved that an amount of




Re. &99 crores in 11.5% per cent 2010 Central

Government Loan and an  amount of Rg . 239

-

crores in 11.5% paer cent ~2007 Central

Government Lozan were short credited 4nmn~"the

ae

S acoounk. DT the former, Rz 200 Crores

o,

wes e attributable o the brolker Shei

N.K.fgarwala for which SGL/resale Was

scecounted for. The balance viz.Rs.499

crores

W atbributable Lo Sheri MHarshad

S.Mehta (HSM) . Ragarding the sacond loan, an

amount of Rs.60 crores comprized S8GL. -form

[

legsuad by Standard Chartered Banly, Ffor 1its

sale bto SRT and the balance of Rs.170 crorss
was  purchased by SBI through HSM. Thus, an
amourit of Ré.@é@ crores in all, covering both
the loans, represented the value -of the
securitiaes Ttransactions put through HEM fér
which no SGL transfer forms h&a hean lodged

with the PDO. The nebt - amount after an

adjustmant of RS.20 crores 1n respect of an

internal transfer from anobher SGlL account of

81, reapresenting transactlions routed bthrough

HEM amounted to R.64% crores. Againgt this,

)

Bl received 9 payment orders of Grindlays

v

Bank aggregating Re.5H74.76 crores  and

0ne
banker s cheaequs  Trom Syndicate Banl for

Re.d47.76 crores from HSM. Adding and further




amount of intersest on 182 daya Treazasury Bills
Fraomn HSE&M  Tor Re.0.20 crore, the aggregate
paymeant received From him amounted on
Re.aR2.72 crores. The amounts were recelved
on various dates between 13 April  and 24
Aptril, 92. 8RBT is reported to .be pursuing

the recoveary of the balance amount of Rs.286

Crores receivable by it from HSM. The

[N
i

raconciliation of the Investment Account

abill in progre

3. Thig Court has already held that report of
Janki Raman Committee is a public document and

therefore cofdtents thereof can be relied om by the

Court and 1t can be admitted in the evidence

without 1t belng required to be proved. Taking

ovar all wview of the matter and considering

material  available on record and in the absence of

any written etatement TFilled by any of the

respondents,  1in my opinion, the Petition deserves

=R

Lo be granted. Tt is accordingly granted in

Letms

of prayer clause (a). Patitioner would be entitled

Lo payment of decreetal amount ., deceased respondent

Mol 1 Harshad Mehta being notified party in

accordance with the provisions of the Special Court

Aact with a modification, .consicering -prasent”
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