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from the propertie.s held and 

possessed by him or from the 

companies floated by him but not 

from the individual entities." 
1 

While considering these arguments, in paragraph 41 

the Supreme Court has observed thus:-

"It is open to the appellants, 

herein to show that even if they 

continued to be 

Custodian 

clubbing 

was 

all 

notified, the 

not 

the 

right 

individual 

members of the family as a single 

entity styled as Harshad Mehta 

Group. " 

Two things are clear from these observations v.1-z. 

( ' \ 
i1 It was the stand of the Custodian that the 

members of the family of Harshad Mehta who own 

flats in "Madhuli" were to be treated as single 

entity and were to be styled as Harshad Mehta 

group; and (ii) the burden of establishing that 

they are not to be treated as members of a group 

was on the appellants before the Supreme Court i.e. 

notified parties who own flats in "Madhuli". In 

paragraph 50 of the same judgment in Ashwin Mehta's 
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case, the Supreme Court has observed thus:-

"If the 

individual 

liabilities 

entities 

of 

are 

the 

not 

treated as that of the group, for 

one reason or the other, 

indisputably, liability of those 

who have nothing to do with the 

dealings of Har shad Mehta either 

in their individual capacities or 

as directors of some company or 

otherwise must. 

separately." 

be dealt . , l 
WJ. L'}. 

The contention raised on behalf of the Appellants 

is that Harshad Mehta should be considered to be 

sui generis and the Custodian may realise his dues 

from his personal assets as also of those with 

which he was concerned, together with the assets of 

his front companies, but such liabilities should 

not be fastened upon others who had nothing to do 

therewith. In paragraph 51, the Supreme Court has 

further observed thus:-

"If those in.di vi duals who had no 

connection with Mehta 
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could not have 

against for 

liabilities of 

been proceeded 

meeting 

Harshad 

jointly or severally, a 

the 

Mehta 

clear 

finding was required to be arrived 

at." 

It is thus clear that it was for the appellants 

before the Supreme Court to establish that they had 

nothing to do with the transaction and business of 

Harshad Mehta either as individual or as Directors 

of the companies controlled by Harshad Mehta to 

establish that their properties cannot be used for 

satisfying the liabilities of Harshad Mehta. 

Pursuant to the directions contained in Ashwin 

Mehta's case, I had decided the issue by my order 

which was considered by the Supreme Court in its 

judgment in Jyoti Mehta's case. I have referred to 

that judgment in detail above. This aspect of the 

matter has been considered.by the Supreme Court in 

paragraph 40 to 42 of its judgment in Jyoti Mehta's 

case and the Supreme Court has clearly held that 

these notified parties were members of Harshad 

Mehta group. The Supreme Court has ir1 recording 

that finding relied on its own observations in 
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Sudhir Mehta's case. Thus, I do not find any 

substance in the submission that there is any 

inconsistency in the stand taken by the Cu.stodian 

from time to time in this regard. 

27. So far as the second submission is 

concerned, the learned Counsel relied on certain 

observations in the judgment of the Supreme Court 

in Harshad Mehta' s case found in paragraph 14. It 

reads as under:-

"14. It has also been submitted 

before us by one of the notified 

parties 

custodian) 

belonging 

which have 

(Dhanraj 

that 

Mills V. 

properties 

to notified persons 

no nexus with the 

transactions in securities of the 

notified person during the 

"statutory period", also cannot be 

attached under Section 3 . 

Reliance is placed on the decision 



82 

of the Bombay High Court in the 

case of Hitesh Shantilal Mehta V. 

Union of India (to which one of us 

was a party) in this connection. 

Our attention is drawn to the 

following passage in the High 

Court'~ judgment: (at p.719) 

"If the person 

approaches the Special Court 

and makes out, for example, a 

case that the property which is 

attached has no nexus of any 

sort with the illegal dealings 

in securities 

banks and 

institutions 

relevant period 

there are no 

belonging to 

financial 

during 

and/or 

claims 

the 

that 

or 

liabilities which have to be 

satisfied by attachment and 

sale of such property, in our 

view, the Special Court would 
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have the power to direct the 

Custodian to release such 

property from attachment." 

Hence a property not having any 

nexus with the illegal dealings in 

securities can be released from 

attachment by the Special Court in 

an appropriate case." 

According to the learned Counsel, the Supreme Court 

has held that if the attached property does not 

have nexus with the illegal dealings in the 

securities, that can be released from the 

attachment, and therefore, according to the learned 

Counsel, such properties cannot be sold. This very 

aspect has been considered by the Supreme Court in 

its judgment in ~L.S.Synthetics Ltd. Vs. Fairgrowth 

Financial Services Ltd. & Anr., (2004)11 Supreme 

Court Cases 456", in paragraphs 23 to 29, they read 

as under:-

~READING DOWN OF SECTION 9A OF THE 

ACT 

23. The primal question which, 
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however, arises for consideration 

is whether a statutory attachment 

in terms of Sub-section ( 3 ) of 

Section 3 of the said Act would 

apply only in relation to a 

property which was the subject-

matter of the transactions 

securities. 

24. Application of 

to properties belonging 

in 

all 

the 

notified person whor according to 

the Custodian,might have committed 

an offence within the meaning of 

the provisions thereof evidently 

for the purpose of discharge of 

such liabilities is obviated by 

reason of Sectiori 11 of the said 

Act which reads as under: 

11 11. Discharge of liabilities. 

( 1) Notwithstanding anything 

contained in the Code and any 

other law for the time being in 

force, the Special Court may make 

such order as it may deem fit 

directing the Custodian for the 

disposal of the property under 

attachment .. 

( 2) The following liabilities 

shall be paid or discharged in 

:I .,.,, 
' . 

;l,' 

• 'r(.~~-. 

.,,.. , -¢: 
,1t,,·, -, 

'!- . .,.,,_ 
'> tt 
- ··--,-· ...... · 
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full, as far as may be, in the 

order as under 

(a) all revenues, taxes, 

cesses and rates due from the 

persons notified by the Custodian 

under sub-section (2) of Section 3 

to the Central Government or any 

State Government or any local 

authority; 

(b) all amounts due from the 

person so notified by the 

Custodian to any bank or financial 

institution or mutual fund; and 

(c) any other liability as may 

be specified by the Special Court 

from time to time.iv 

25. It is not a case where a 

third party right is involved as 

was the case in Kudremukh Iron Ore 

Co. Ltd. Vs. Fairgrowth Financial 

Services Ltd. and Another. The 

purpose of the said Act is to 

discharge the liabilities of the 

Government Banks, financial 

institutions, mutual funds, etc. 

and for the said purpose, the 

statute itself provides that all 

properties 

notified 

belonging 

person shall 

to the 

stand 
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attached. 

attachment 

although 

Once 

comes 

a statutory 

into force, 

the properties in 

question unlike the provisions of 

some other Acts do not vest in the 

Custodian but the same evidently 

remain under the control of the 

Special Court. There is, in our 

considered opinion, no basis to 

hold, as has been urged by Mr. 

Sanghi, that only those properties 

belonging to the notified person 

which are subject matter of the 

transactions in securities would 

stand attached and for that 

purpose Section 9A of the said Act 

is not required to be read down. 

HARSHAD SHANTILAL MEHTA: 

26. Our attention has been 

drawn by Mr. Sanghi to paragraph 

14 of Harshad 

which reads as 

Shantilal 

follows: 

Mehta 

( sec 

pp.10-11) 

" 1 4 . It has also been 

submitted before us by one of the 

notified parties (Dhanraj Mills v. 

Custodian) 

belonging 

which have 

that properties 

to 

no 

notified 

nexus 

persons 

with the 
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transactions in securities of the 

notified person during the 

"statutory period YI, also cannot be 

attached under Section 3. Reliance 

is placed on the decision of the 

Bombay High Court in the case of 

Hitesh Shantilal Mehta v. Union of 

India (to which one of us was a 

party) in this connection. Our 

the 

High 

attention is drawn to 

following passage in the 

Court's judgment . (at p . 719) . 
11 If the person 

approaches the Special Court 

and makes out, for example, a 

case that the property which 

is attached has no nexus of 

any sort 

dealings 

belonging 

with 

1.n 

to 

the illegal 

securities 

banks and 

financial institutions during 

the relevant period and/or 

that there are no claims or 

liabilities which have to be 

satisfied by attachment and 

sale of such property, in our 

view, · the Special Court would 

have the power to direct the 

Custodian to release such 

property from attachment. 11 
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Hence a property not having any 

nexus with the illegal dealings in 

securities can be released from 

attachment by the Special Court in 

an appropriate case.iv 

27. This Court in paragraph 14 

was merely recording the 

submissions of one of the notified 

parties. Even a question as to 

whether all properties of notified 

persons would be subject to the 

statutory attachment under Sub­

section (3) of Section 3 of the 

said Act or not did not arise for 

consideration therein. 

28. Therein indisputably this 

Court was referring to a judgment 

of the Bombay High Court but did 

not pronounce finally on the 

correctness or otherwise thereof. 

29. In Hitesh Shantilal Mehta 

the Bombay High Court appears to 

have merely held that in 

appropriate cases the Special 

Court would have the power to 

direct the Custodian to release 
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such property from attachment, in 

the event, it is found that the 

pioperty which is attached has no 

nexus with the illegal dealings in 

securities belonging to banks and 

financial institutions during the 

relevant period and/ or there are 

no claims or liabilities which 

have to be satisfied by attachment 

and sale of such property. Once 

it is held that a debt can be 

subject matter of attachment, the 

provisions of Sub-section (3) of 

Section 3 of the said Act would 

squarely be applicable in view of 

the fact that the same was the 

property belonging to a notified 

person. This position in law is 

not disputed. Such attached 

property, thus, if necessary, for 

the purpose of discharging the 

claims and liabilities of the 

notified person indisputably would 

stand attached and can be applied 

for discharge of his liabilities 

in terms of Section 11 of the said 

Act." 

The Supreme Court in paragraph 27 quoted above has 
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clearly held that in paragraph 14 of the judgment 

of the Supreme Court in Har shad Mehta' s case, the 

Supreme Court has not recorded any finding but it 

has merely recorded submissions of the notified 

parties, and it has clearly held that the attached 

properties have to be used for discharging 

liabilities of the notified parties because of 

whose notification the properties are attached. The 

learned Counsel also relied on the sentence found 

in paragraph 47 of the judgment of the Supreme 

Court in Jyoti Mehta's case. The sentence reads as 

under:-

"The at tachrnent restricts sale of 

the properties which have been 

acquired from illegal securities 

transaction," 

According to him, after attachment, only those 

properties which have been acquired from illegal 

securities transaction can be sold. In my opinion, 

the sentence cannot be read in isolation, it has to 

be read alongwith what precedes it and what follows 

it. Paragraph 4 7 in the judgment of the Supreme 

Court in Jyoti Mehta's case reads as under:-
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" 4 7 . In our opinion the 

arguments advanced on behalf of 

the appellants need to be rejected 

at the outset because a plain 

reading of the sections of the 

Special Act would clearly point 

otherwise. In our opinion the 

attachment of all the properties 

in terms of sub- section ( 3) of 

Section 3 of the Special Act is 

automatic. The attachment 

restricts sale of the properties 

which have been acquired from 

illegal securities 

The sub-section 

transaction. 

specifically 

mentions that on and from the date 

of the notification, any 

property, movable or immovable, or 

both', belonging to any person 

notified under the Aot shall stand 

attached. The said sub-section 

does not provide for any 

qualificat,ion that the properties 

which are liable to be attached 

should relate to the illegal 

securities transactions in respect 

of which the Act was enacted. Had 

the intention of the Parliament 



92 

been so, it would have clearly 

mentioned it. 

In this paragraph the Supreme Court has dealt with 

the question "as to what kind of properties stand 

attached on notification of a person under the 

Act.", and the Supreme Court has held that all the 

properties of a person whose name is notified under 

the Act stand attached and the consequence of 

attachment is that sale of those properties 1s 

restricted. The Supreme Court, in so far as the 

question of sale is concerned, has clearly held 

that all the attached properties that may be 

necessary for payment of the liabilities of the 

notified parties will have to be sold. That clear 

finding lS recorded by the Supreme Court in 

paragraph 56 of the Judgment in Jyoti Mehta's case. 

It reads as under:-

" The cut off date for the 

attachment 

accordingly 

notification. 

the persons 

of 

is 

the 

the 

property 

date of 

All properties of 

on the said date 

automatically stand attached. The 
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statutory window period is 

irrelevant for the attachment of 

the property. It would have no 

bearing on the said attachment. It 

is true that to such an extent all 

properties would be liable to be 

sold which 

redemption 

same. What 

are 

and not 

should 

needed 

beyond 

be 

for 

the 

kept 

uppermost in the mind of the Court 

is to see that the liabilities are 

discharged and not beyond the 

same. It is with that end in view 

that the powers of the Special 

Court contained in Sections 9A and 

11 must be construed." 

Thus, in my opinion, in view of the clear finding 

recorded by the Supreme Court, it is not now 

debatable that all the attached properties which 

are necessary for clearing the liabilities of the 

notified parties are to be sold. The submission is, 

therefore, rejected. 

28. So far as the third submission is 

concerned, the jurisdiction of this Court to deal 
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with the attached properties is to be found in sub­

Section (4) of Section 3 of the Act, which reads as 

under:-

"3. Appointment and functions of 

Custodian:-

( 4) The property attached 

under sub-section(3) shall be 

dealt with by the Custodian in 

such manner as the Special Court 

may direct." 

Perusal of the above provision shows that the 

Custodian has to deal with the attached properties 

in such manner as may be directed by this Court. 

Thus, this provision confers jurisdiction on this 

Court to issue directions to the Custodian in 

relation to the attached properties. 

Sub-section ( 1) of Section 9A of the Act, 

in my opinion, is also relevant, which reads as 

under:-

"9-A. Jurisdiction, powers, 

authority and procedure of Special 

Court in civil matters.-

( 1) On and from the commencement 

of the Special Court (Trial of 

offences Relating to Transactions 
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in securities) Amendment Act,1994, 

the Special Court shall exercise 

all such jurisdiction, powers and 

authority 

immediately 

as were exercisable, 

before such 

commencement by any Civil Court in 

relation to any matter or claim-

(a) rel a ting 

property 

under 

Sec.3; 

standing 

sub-section 

(b) arising 

transactions in 

to any 

attached 

( 3) of 

out of 

securities 

entered into after the 1st day 

of April 1 1991, 

before the 

and on 

day 

or 

of 

June,1992. In which a person 

is notified under sub-section 

(2) of Sec.3 is involved as a 

party, broker, intermediary 

or in other manner." 

Section 9A of the Act, thus, clearly confers power 

on the Special Court to deal with all questions 

relating to any properties. which stand attached 

under Section 3 of the Act. One more provision of 

the Act which is relevant, is sub-section ( 1) of 

Section 11 of the Act, which reads as under:-

/;"'. ,.··. 
g,Jf .· 
{ffS 

l .. 
j 

·,·~,;:;;,,,,; ... , •. , .. 
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~11. Discharge of liabilities.-

( 1) Notwithstanding anything 

contained in the Code and any 

other law for the time being in 

force, the Special Court may make 

such order as it may deem fit 

directing the Custodian for the 

disposal of the property under 

attachment." 

Perusal of the above provision makes it clear that 

it confers power on the Court to issue directions 

to the Custodian for disposal of the attached 

properties. I have already held above that all the 

properties held by the notified parties on the date 

of their notification stand attached as a 

consequence of their notification under the Act and 

such of that properties as may be neces.sary to 

clear their liabilities under the Act are liable to 

be sold under the provisions of the Act, and 

therefore, this Court will have jurisdiction to 

deal with all the attached properties. The 

submission, therefore, has no substance. 

29. So far as the submission that as the 



97 

Supreme Court has held that these notified parties 

are not Benamidars of Harshad Mehta, they cannot be 

considered as members of Harshad Mehta group are 

concerned, perusal of the judgment of the Supreme 

Court in Jyoti Mehta's case shows that the Supreme 

Court has rejected the contention raised on behalf 

of these notified parties that the advances made by 

Harshad Mehta to these notified parties for the 

purpose of purchase of these properties would 

amount to benami transactions and to those 

transactions therefore, sub-section ( 1) of Section 

4 of the Act will apply. Sub-section (1) of Section 

4 of the Act reads as under:-

"4 . Contracts entered into 

fraudulently may be cancelled.-

( 1) If the Custodian lS 

satisfied, after such inquiry as 

he may think fit, that any 

contract or agreement entered into 

at any time after the 1st day of 

April, 1991 and on and before the 

6~ June,1992 in relation to any 

property of the person notified 

under sub-section (2) of Sec.3 has 
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been entered into . fraudulently or 

to defeat the provisions of this 

Act, he may cancel such contract 

or agreement and on such 

cancellation such property shall 

stand attached under this Act: 

Provided that no contract or 

agreement shall be cancelled 

except after giving to the parties 

to the contract or agreement a 

reasonable opportunity of being 

heard." 

This section confers power on the Custodian to 

cancel the agreement or contract entered into in 

relation to the properties of a notified person 

between window period fraudulently or to defeat the 

provisions of the Act. The advances for purchase of 

these residential properties were not made by 

Harshad Mehta during the window period, they were 

made before that period. The Supreme Court in its 

judgment in Jyoti Mehta's case has held that 

"Section 4 applies when a notified party acquired 

the property in the name of third party". The 

Supreme Court has clearly held in its judgment in 

Jyoti Mehta's case that Harshad Mehta and the 

~~~ 

}\ •/, ' ' A,-.~•, I 

,.\\V 
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notified parties who are concerned with this 

petition, were operating as members of joint family 

and were seen to be working in tandem and in 

relation to them, Harshad Mehta was not a third 

party. In other words, it is clear that, according 

to the Supreme Court, the properties were held by 

the notified parties including Harshad Mehta 

jointly and therefore, can be used for discharging 

his liabilities. 

30. It was contended that reliance cannot be 

placed by this Court on the report of the Auditors 

for various reasons. It is common ground that the 

Auditors have prepared their report on the basis of 

the accounts which were maintained by the notified 

parties themselves. In my opinion, however, for the 

purpose of recording findings with regard to the 

liabilities and assets, it is not necessary for me 

to refer to the conclusion reached by the Auditors 

and inference drawn by them on the basis of the 

accounts. In my opinio.n, for that purpose, 

reference can be made to the accounts which are 
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maintained by the notified parties themselves. Now 

so far as the assets and liabilities position is 

concerned, I have already observed above that the 

total amount realised by the Custodian from sale of 

the shares, securities and commercial properties of 

the notified parties of Harshad Mehta Group is 

Rs.1794.33 crores as on 28.2.2010. The only major 

immovable properties that are still to be sold are 

the residential flats. This is on the assets side. 

So far as the liabilities are concerned, leaving 

aside all other liabilities, as observed above, the 

liabilities of the Income Tax for the statutory 

period under Section 11(2) (a) of the Act is huge. 

The amount of decrees as on the date of decrees 

excluding interest after the date of decrees, is 

Rs.17,16,07,68,317.01. Thus, the liabilities only 

under Section 11 (2) (a) and (b) of the Act is so 

much that even after selling the residential flats, 

huge amount will remain payable to the Government 

on account of Income Tax as also to the Banks. 

Therefore, considering the assets and liabilities 

of the group, the properties have to be sold, and 
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there is no escape. I have already held above that 

the Supreme Court has already recorded a finding 

for both the purposes viz. for deciding what are 

the assets and what are the liabilities, all 

individuals and entities including the notified 

parties who are concerned with this petition have 

to be treated as group. They have to be treated as 

group because they were operating as group in 

tandem with each other. One of the owners of the 

flat which is subject matter of this petition is a 

company by name M/s.Aatur Holdings Pvt.Ltd. In 

paragraph 20 of its judgment in Jyoti Mehta's case, 

the Supreme Court has dealt with the order that I 

had passed holding that the real owner of this flat 

is Harshad Mehta. Paragraph 20 reads as under:-

"2 0. The Special Court also 

noted that one of the flats in 

Madhuli, being No. 34-A was owned 

by M/s Aatur Holding Pvt. Ltd. In 

regard to the said company the 

Special Court found it necessary 

to pierce the corporate veil. This 

was based on the fact that even 

~tt. Cl~ 
~~'"4._' ' :,.'lP~-~~ 

" 
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though the paid up capital of the 

said company was only Rs. 10,000/­

and the highest salary paid by the 

company was only a meager Rs. 

4,000/- p.m., the company had 

entered into trading security 

transactions running into crores 

of rupees. It therefore opined 

that the real owner of the said 

company wcl.s none other than Shri 

Har shad Mehta. In conclusion it 

was opined that the business and 

dealings of various individuals 

who held flats in Madhuli and the 

company M/s Aatur Holding were 

nothing but fronts of Harshad 

Mehta and the money that was 

invested for buying the flats was 

that of Harshad Mehta. Harshad 

Mehta, therefore, had merely used 

the names of various indi victuals 

who were telated to him for buying 

the said flats. 

This aspect is considered by the Supreme Court in 

paragraph 41 of its judgment in Jyoti Mehta's case 

which is quoted above. I do not find that the 

conclusion reached by me that the flat no. 34A is 

owned by Harshad Mehta is disturbed by the Supreme 
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Court. Therefore, in my opinion, it can be assumed 

that so far as flat no.34A is concerned, it can be 

treated as property of Harshad Mehta himself. Flat 

no.34B is admittedly owned by Harshad Mehta, 

therefore, there is no question of any further 

inquiry being made in relation to flat nos.34A and 

34B. So far as flat no. 44A is concerned, it is 

partly owned by Harshad Mehta. Flat no.32A is owned 

by Ashwin Mehta. So far. as Ashwin Mehta is 

concerned, he was an accused before the Special 

Court alongwith Harshad Mehta in a criminal trial. 

He has been convicted for an offence relating to 

the Scam and his conviction has been upheld by the 

Supreme Court. There is a decree passed against 

him and in favour of Canfina on admission. There is 

an affidavit filed by Mr.Ashwin Mehta dated 

23.6.1993 which shows that the dues in relation to 

which the decree is passed in favour of Canfina was 

the forward leg of the transaction which was 

entered into by Harshad Mehta and to which at the 

ready leg stage Harshad Mehta was a party. 

Mr. Ashwin Mehta is the younger brother of Har shad 
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Mehta and had involvement in the business of 

securities with Har shad Mehta. He is one of the 

signatories to the letters addressed to the Income 

Tax Department which is quoted above. If one looks 

at the flow of funds into the account of M/s.Ashwin 

Mehta- a brokerage firm of which Mr.Ashwin Mehta is 

the owner and the indi victual account of Mr. Ashwin 

Mehta, it reveals that the funds during the year 

1990-91 and 1991-92 till the date of notification 

l . e . 8.6.1992 went into the account from 

M/s.Harshad Mehta. In the affidavit dated 1.3.2006 

in paragraph 18, the Custodian had given the 

details in relation to the source of funds of the 

notified parties involved in this petition. So far 

as Mr.Ashwin Mehta is concerned, in that affidavit 

following is stated:-

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad Sh.Mehta & 
M/s.Harshad S.Mehta as on 31.3.1991. 

"5.Name of the Notified Party: Mr.Ashwin S.M_§_!]._!-_~------
Name Amount as% of source 

M/s.HSM 43.83% 
,------- ---------------+----------~-·-----
M/ s. ASM 54.22% 

Contribution of HSM to M/s.ASM itself is more than 
90% as shown below. 
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6. Name of Notified party: M/s.Ashwin S.Mehta 

Name Amount as * 0 

GLIL 

GRAM 

of source 

113. 
·--·-

9. 
--·-

5% 

5% 

Contribution of GLIL is more than 100% because of 

negative capital. 

Contribution of HSM to both GLIL and GRAM is more 

than 90% as shown below." 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.3.1992. 

"5.Name of the Notified Party: Mr.Ashwin S.Mehta 
Name Amount as 9-

0 

M/s.JHM 

M/s.HSM 

M/s.ASM 

of source 

1 

1 

7.9% 

4.9% 

4.8% 
---

6 
HSM is still the major contributor in respect of 
even M/s.ASM and M/s.JHM as shown below. 

6. Name of Notified party: M/s.Ashwin S.Mehta 
~------·-· 

Name Amount as % of source 
---

M/s.HSM 73.3% 
--

CANFINA 17.1% 

LOANS FROM OTHERS 17.0% 
-· .. 

With regard to the amount due to Canfina (Rs. 25 
er), a decree on admission dated 20. 4. 95 has been 
passed against ASM for Rs.25 crores with interest@ 
7 % in Suit 19 of 94. In the said decree, · it has 
been recorded that ASM had stated on affidavit 
dated 23.6.93 that this transaction was the reverse 
leg of a Ready Forward transaction where Rs. 24. 94 
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er. had been given to Canf ina by M/ s. HSM in the 
Ready leg. In view of this, even this Rs.25 er. is 
ascribable to HSM. Copies of the order of this 
Hon'ble Court dated 20 th April 1995 in Suit no.19 of 
1994 and affidavit dated 23 rd June 1993 of 
Shri .Ashwin S .Mehta are annexed hereto and marked 
Exhibit 9 and Exhibit 10 respectively." 

~sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 

M/s.Harshad S.Mehta as on 08.06.1992. 

~s.Name of the Notified Party: Mr.Ashwin S.Mehta 
Name Amount as £. 

0 of 

M/s.HSM 

M/s.JHM 

M/s.ASM 
-

------

sour 

--

ce 

9.6% 

8.3% 
-----·- -----, 

75.06%j 
.. -·-··-··-·-··---·------ i 

Contribution of HSM to M/s.ASM and M/s.JHM is more 
than 90% as shown below. 

~s.Name of the Notified Party: M/s.Ashwin S.Mehta 
Name Amount as % of source 

----

M/s.HSM 51.1% 
----

Closing Balance 2 6. 7 % 
----~---- ---·----·-

Canfina 19.3% 
------·--·· 

As already pointed out in the position as on 
31.3.92, with regard to the amount due to Canfina 
(Rs.25 er) a decree on admission dated 20.4.95 has 
been passed against ASM ·for Rs.25 crores with 
interest@ 7% in Suit 19 of 94. In the said decree, 
it has been recorded that ASM had stated on 
affidavit dated 23. 6. 93 that this transaction was 
the reverse leg of a Ready Forward transaction 
where Rs.24.94 er. had been given to Canfina by 
M/ s. HSM in the Ready leg. In view of this, even 
this Rs.25 er. is ascribable to HSM." 

.• 

. . ~ ! ,~ 
' !~ 
' : l'.;:\ 

l .••.-

S 
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Reply has been filed to that affidavit by 

Mr.Ashwin Mehta which is dated 13.6.2006. Perusal 

of that affidavit shows that though Mr.Ashwin Mehta 

has denied the correctness of the chart put up by 

the Custodian, he has not submitted any material to 

show that what the Custodian has contended in 

paragraph 18 is wrong. Because of this denial in 

the affidavit of Mr .Ashwin Mehta, I went through 

the account books on record to find out the flow of 

funds from the account of Late Mr.Harshad Mehta and 

M/s.Harshad Mehta to the individual account of 

Mr .Ashwin Mehta and his brokerage firm viz. 

M/s.Ashwin Mehta. I found that his business was run 

almost entirely on the funds provided by Mr.Harshad 

Mehta. Perusal of the charts given below makes the 

position clear. 

GROSS FUND FLOW IN THE ACCOUNT OF M/S .ASHWIN S" 

MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 

Details Amount in Rs. 

GROSS FLOW 

·--------·--. ----

-·--- j 

__j 

Remarks 
··--·-

C 

OPENING BALANCE ' 

-.-------·--- ---

F.Y. 1990-91 
----·-
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Shares purchased by 37,948,675000 See page 

M/s. Harshad s . 8 96, 898, 

Mehta 8 9 9, 900, 

901, 902 & 

903 
---~---------------

I Funds transferred by 8 2 2 , .7 8 7 , 7 11 . 8 7 See page I 
M/s. Harshad S.Mehta 895, 897, 

898, 8 9 9, 

900, 901, 
1 

902, 903 & 

904 
--- ----·---·----

Sub-total ... _ 860,736,386.87 
- ~----·---- ·-·- --

F.Y. 1991-92 
--- -- --·------------- -

Shares purchased by 36,099,600.00 See Page 

M/s. Harshad S.Mehta 8 96, 905, 

907, 908, 

909, 910, & 

911 
---------

Funds transferred by 2,472,891,668.65 See page 

M/s. Harshad S.Mehta 895,905,906 

907, 908, 

909, 910, 

911 
----- -------·· 

Sub-total 2,508,991,268.65 
----------------

For the period 

08.06.1992 
----- - -------

Shares purchased by 6,750,000.00 See Page 896 

M/s. Harshad S.Mehta & 912 
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Funds Transferred by 378,899,884.95 See Page 89 5 

M/s. Harshad s . & 912 

Mehta . 
Sub-total 385,649,884.95 

--------

GROSS FLOW 3,755,377,540.47 

(Sr.n.2+6+10+14) 
----------

GROSS FUND FLOW IN THE ACCOUNT OF SHRI .ASHWIN S. 
MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 
PERIOD FROM 01/04/1991 TO 08/06/1992 
Details Amount in Rs. Remarks 

---- -·-----·----·- ·----

GROSS FLOW 
------- ---- --·· 

OPENING BALANCE 
·- ----------------· ---

F.Y. 1990-91 
-- -----

Shares purchased by 139,103,735.25 See Page 

M/s. Harshad S.Mehta 8 7 6, 878, 

87 9, 880, 

8 81, 882, 

883, 884, 

885, 8 8 6, 

887, 888, 

889 & 890 

' i 

_____ J 

I 

Funds transferred by 1,829,000.00 See page I 
I 
I 

M/s. Harshad S.Mehta 877 & 890 
---- -----. --·-·· -

Sub-total 140,932,735.25 
. --1 

F.Y. 1991-92 i 

I 
--·····--

Shares purchased by 56,688,130.00 See page 

M/s. Harshad S.Mehta 8 7 6, 8 91, 
i 

892 & 893 
---------------·· ·-----

_! 



Funds transferred by 

M/s. Harshad S.Mehta 

Sub-total 

For the period 

08.06.1992 

Shares purchased by 

M/s. Harshad S.Mehta 

Funds Transferred by 

M/s. Harshad s . Mehta 

Sub-total 

GROSS FLOW 

(Sr.n.2+6+10+14) 
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31,642,941.57 See 

877, 

893 

88,331,071.57 

30,563.00 See 

876 

-

30,563.00 

229,294,369.82 

Page 

892 & 

--------------

-----
page 

& 894 
-·--

-----··-----· --

-------------

: 
i 
I ------1 
! 
: 
I 

I 
·l 

--1 
I 
i 

___ J 

It is an admitted position that for purchase of 

this flat, loan was advanced to Ashwin Mehta by 

Late Harshad Mehta. The position that emerges from 

the account books in relation to the loan advanced 

for purchase of the flat is as follows:-

Name of the Amount How paid How much Remarks 

Property, paid paid by 

Name of the Harshad S. 

Notified Party as Mehta 

per M.P.41 of 1999 

and 

Date of Purchase 
Flat No.32-A, Carpet Rs.56,52,500 1. Rs.5,00,000/ Rs.56,52,500/ As per ledger 

Area about 1921 sq. /- including - paid by M/s. Harshad a/c of Ashwin 

ft. inclusive of one stamp duty of Ashwin S. S. Mehta Mehta in the 



car parking space Rs.4,67,500/-

and the exclusive ) (para No.4.2 

use of terrace (para page No.12) 

4.1 page No.12 of 

Ashwin S. Mehta's 

report) 

belonging to Ashwin 

S. 

Mehta 

purchased on 

18.04.1990 

2. 

3. 
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Mehta as an 

advance in 

1989-90 

Rs.5,00,000 

/- paid by 

Rasila S. 

Mehta to 

Crest 

Hotels. 

Rs.41,85,00 

0/- paid by 

M/s.Ashwin 

S. Mehta 

during 1990-

91 

(Rs·.40,00,00 

0/- funded 

by M/s. 

Harshad S. 

Mehta) page 

No.12 para 

No.4.2) 

(para No.6.2.6 books of 

page No.34) M/s.Harshad 

S. Mehta. 

M/s.Harshad 

S. Mehta had 

also 

transferred 

Rs.55,00,000 

/- and 

Rs.15,00,000 

/- on 91h April, 

1990 and 101h 

April, 1990 

respectively 

to the 

account of 

Ashwin S. 

Mehta and 

henceitgo~s 

to prove that 

the purchase 

of flat was 

100% funded 

by M/s. 

Harsad S. 

Mehta. 

31. Now coming to Mrs.Deepika A.Mehta, she owns 

flat no.45. In paragraph l& of the affidavit of the 

Custodian dated 1.3.2006, the Custodian has shown 

thus:-

"Sources of Fund(and, therefore, of Investments) of 
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notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.03.1991." 

"Name of Notified party: Deepika A.Mehta 

Name Amount as g.. 
0 

M/s.HSM 
---

Mr.RSM 

M/s.ASM 

of sourc 
--
e 

4% 

1% 

8% 

75. 

3.0 
--

19. 
__ _I 

Contribution of HSM to M/s.ASM itself is more than 

90% as shown below." 

"Sources of Fund(and, thereiore, of Investments) of 
notified parties other than Harshad S.Mehta & 

M/s.Harshad S.Mehta as on 31.03.1992." 

"Name of Notified party: Deepika A.Mehta 

Name Amount as g.. 
0 of source 

--·-··---

M/s.HSM 52.3 
- -

M/s.ASM 23.7 

Mr.RSM 3.7 % 
·-- ·-· 

M/s.JHM 16.5 % 

RSM is still the major contributor in respect of 
even M/s.ASM and M/s.JRM as shown below." 

"Sources of Fund(and, there!ore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 08.06.1992." 

"Name of Notified party: Deepika A.Mehta 

rme 
M/s.HSM 

jAmount as% of source 

48.8% 
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Closing balance 36.4%1 

1----M_r_._H_S_M ____________ --+---------_ 5
5

_• __ 8
7 
!

0

-1 

M/s .ASM -I 
·--- - .... _ .. , 

Contribution of HSM to M/s.ASM is more than 90% as 
shown below. Closing balance is also on account of 
transfer of funds from HSM and/ or generation of 
funds therefrom." 

Perusal of the original account books 

reveals that the flow of funds to her account is-

from M/s.Harshad Mehta. Perusal of the chart given 

below makes the position clear. 

GROSS FUND FLOW IN THE ACCOUNT OF MRS. DEEP I KA A. 

MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 

Details 
------------ •-·-- -- ··1 

Amount in Rs. Remarks I 

I 
·--~-··----------•-·------.-----··.I 

GROSS FLOW l 
···--------i 

OPENING BALANCE I 
I 

F.Y. 1990-91 
-! 
! 

Shares purchased by 45,177,485.50 See Page ! 
I 
: 

M/s. Harshad S.Mehta 805, 807, l 
' 

809, 810, ! 

811, 812, 

813, 814, 

815, 816 i 
-------------- ___ J 



Funds transferred by 

M/s. Harshad S.Mehta 

Sub-total 

F.Y. 1991-92 

Shares purchased by 

M/s. Harshad S.Mehta 

Funds transferred by 

M/s. Harshad S.Mehta 

Sub-total 

For the period 

08.06.1992 
I--·-· 

Shares purchased by 

M/s. Harshad S.Mehta 

Funds Transferred by 

M/s. Harshad s. Mehta 

Sub-total 

GROSS FLOW 

(Sr. n. 2+6+10+14) 
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77,545,500.00 See 

8 0 6, 

812, 

814, 

816 

122,722,985.50 

55,311,805.25 See 

805, 

819, 

821 

30,517,281.71 

85,829,086.96 

-

800,000.00 See 

806 

800,000.00 

209,352,072.46 

page 

807, 

813, 

815, 

& 187 

-------

·------

page 

818, 

820 & 

-----

--------

----------- --------

. ------·-

---- -------- --------···-
Page 

& 822 

l 
I 

I 
·---1 

I 

-I 
I 

It is an admitted position that for purchase of 

this flat, loan was advanced to Mrs. Deepika Mehta 

by Har shad Mehta. The position that emerges from 

the account books in relation to the loan advanced 
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for purchase of the flat is as follows:-

Name of the Amount How paid How much Remarks 

Property, paid paid by Harshad 

Name of the Notified S. Mehta 

Party as per M.P.41 

of 1999 and 

Date of Purchase 
Flat No.45 having Rs.38,57,010/ 1. Rs.7,49,00 Rs.31,08,010/- There is 

carpet area of - (including 0/- paid by paid by opening debit 

about 1405 sq.ft. Stamp Duty Deepika A. M/s.Harshad balance of 

and one car Rs.2,99,000/- Mehta S.Mehta (para Rs.1,56,51,31 

parking space and deposits 6.2.6 page 5.90 as on 1st 

(para 4.1, 1 and of Rs.58,010/- 2. Rs.31,08,0 No.35 of the April, 1990 in 

page No.9 of the for society, 10/- paid by report on the the books of 

report on the water charges Mis.Harsha accounts of M/s.Harshad 

accounts of and legal d S. Mehta Harshad S. S. Mehta in 

Deepika A. Mehta) expenses) (para 4.1, 2 Mehta) the account 

belonging to (para 4.1, 2 and para of Deepika A. 

Mrs.Deepika A. and page No.9) Mehta ie. 

Mehta No.9) Deepika A. 

purchased on Mehta owed 

18.04.1990 Rs.1.56 

crores to 

HSM even as 

on 1.4.90 

32. The flat no.32B is owned by Smt.Jyoti 

H.Mehta. She also owns flat no.33 alongwith 

Mrs.Pratima H.Mehta. So far as Smt.Jyoti H.M~hta is 

concerned, in the affidavit of the Custodian dated 

1.3.2006 the position in relation to her is thus:-
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"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.3.1991." 

"Name of Notified party: Mrs.Jyoti H.Mehta 

Name Amount as% of source I 
~-----------------+----------------! 
M/ s. HSM 7 9. 8 % i 
M/s.ASM 14.5%! 
~---------------~----------------! 
Contribution of HSM to M/s.ASM itself is more than 
90% as shown above. 

"Name of Notified party: Pratima H.Mehta 

Name Amount as ~ 
. 0 of source 

--

M/s.HSM 93.1% 

Closing balance 3.7% 
Closing balance is also on account of transfer of 
funds from HSM and/or generation of funds 
therefrom. 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 

M/s.Harshad S.Mehta as on 31.03.1992." 

Name of Notified party: Mrs~Jyoti H.Mehta 

Name Amount as g_ of so~~~:%1 0 

M/s.JHM 
---- -- ----- ·-·--·· -- -· 1 

M/s.HSM 28.86%! 
·-·-··-----------------·-···-- ·--i 

M/s.JHM Current A/c. 5.3% 
···-

M/s.ASM 3.6% 

Mr.HSM 1.2% 
--·· .. -----· 

HSM is still the major contributor in respect of 
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even M/s.ASM and M/s.JHM as shown. 

Name of Notified party: M/s.Jyoti H.Mehta 

Name Amount as 2-- of source l 
0 I 

--·----··--·----··----· -·-·· --1 

M/s.HSM 55. 8%\ 
·-·-----·-· ·- ··-- - •·-1 

Bindi Chem Agro& Ind.Pvt.Ltd 4. 7 % ; 

Chikki Fert.& Ind Pvt.Ltd. 
5. 2%1 

Clarion Investments 10. 01%_ 
-· 

Dabhich Texfab 6.3% 
- -- i 

Hansdhwani Trading 6. 8% ! 
-- ·--·--- . ------······ I 

Kunjvan Texfab 
I 

6. 8 % ! 
----·------·-·--·---·----· 

Orator Trading 7.3% 

Aavatan Textiles 3.6% 

Saki Agencies 0.7% 
·-·------

HSM is the major contributor to M/s.JHM; in respect 
of the other investment companies, the credit 
position of the companies gets wiped out in the 
next period (as on 8.6.92) as the source of funding 
of M/s.JHM as on 8.6.92 is 99.97% HSM." 

Name of Notified party: Pratima H.Mehta 

Name Amount as 2--
0 of source 

-----
M/s.HSM 48.2% 

-------·· ··-··--- --·---·------·-- ---··-

M/s.JHM 40.8% 
---··- -·-

Closing balance 4.4% 

M/s.ASM 3.3% 
HSM is still the major contributor in respect of 
even M/s.ASM and M/s.JHM as shown below; 
Closing balance is also on account of transfer of 
funds from HSM and/or generation of funds 
therefrom. 

~sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on-08.06.1992." 

•' 
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Name of Notified party: Mrs.Jyoti H.Mehta 

-r------ ---- - -··---------- --·····-

Name Amount as % of source 
----··------ ---- .... 

M/s.JHM 55. 9% 

M/s.HSM 28 1~ • 0 

M/s.JHM Current A/c. 7 9~ • 0 
-·- ---·-·-·----·-------·- -- -- -

M/s.ASM 3. 7 % I 

Closing balance 
··-·-·---···-·····-- ----· ·1 

3.08%i 

Contribution of RSM to M/s.ASM and M/s.JHM 
than 90% as shown below. Closing balance is 
account of transfer of funds from HSM 
generation of funds therefrom. 

Name of Notified party: Mis.Jyoti H.Mehta 

is more 
also on 

and/or 

!Amount as % of so~-~-~-~-

99.77 % 

Name of Notified party: Pratima H.Mehta 
---·-

Name Amount as 9,-
0 of source 

---

Closing balance 54.4 
---------------~-

M/s.HSM 29.1 

Mr.RSM 3.3 % 

M/s.JHM 2.4 
----· 

Contribution of HSM to M/s.JHM is more than 99% as 
shown below. Closing balance is also on account of 
transfer of funds from HSM and/or generation of 
funds therefrom. 

Perusal of the original account books 

reveals that the flow ·of funds to Mrs.Jyoti 

H.Mehta and M/s.Jyoti H.mehta as also to Dr~Pratima 

H.Mehta is from Mr.Harshad Mehta and M/s.Harshad 
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Mehta. Perusal of the charts given below makes the 

position clear. 

GROSS FUND FLOW IN THE ACCOUNT OF MRS. JYOTI H. 

MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 

Details Amount in Rs. Remarks 

GROSS FLOW 

OPENING BALANCE 14,133,163.49 

F.Y. 1990-91 

Shares purchased by 31,936,818.50 See page 

M/s. Harshad S. Mehta 7 94, 7 9 6, 

797, 798 & 

799 

Funds transferred by 73,555,000.00 See page 

M/s. Harshad S. Mehta 795, 7 96, 

7 97, 798 

~~ 799 

Sub-total. 105,491,818.50 

F.Y. 1991-92 I 

Shares purchased by 46,165,150.00 See page 

M/s. Harsha.ct S.Mehta 7 94, 8 00, 

801 & 802 

Funds transferred by 36,427,663.83 See page 

M/s. Harshad S.Mehta 795, 800, 

801 & 802 

Sub-total 82,592,813.83 
0 

For the period 

08.06.1992 
----------
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Shares purchased by 204,820.00 See page 794 

M/s. Harshad S.Mehta & 803 

Funds Transferred by -
M/s. Harshad s . Mehta 

Sub-tota1 204,820.00 
------

GROSS FLOW 202,422,615.82 

(Sr.n.2+6+10+14) 

GROSS FUND FLOW IN THE ACCOUNT OF M/S. JYOTI H. 

MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 

Details Amount in Rs. Remarks 
--

GROSS FLOW 

OPENING BALANCE -
--

F.Y. 1990-91 

Shares purchased by -

M/s. Harshad S.Mehta 

Funds transferred by -

M/s. Harshad S.Mehta 

Sub-tota1 -

F.Y. 1991-92 

Shares purchased by 105,240,900.00 See page 

M/s. Harshad S.Mehta 7 8 0, 787, 

788 & 789 
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Funds transferred by 6,668,174,866.00 See page 

M/s. Harshad S.Mehta 7 81, 783, 

784, 785, 

7 8 6, 787, 

788, 789 & 

790 
-·-· ----·· 

Sub-total 6,773,415,766.00 
----· ----------·----- ----

For the period 

08.06.1992 
----------------

Shares purchased by -

M/s. Harshad S.Mehta 
----------·-

Funds Transferred by 839,455,670.00 See page 

M/s. Harshad s . Mehta 7 81, 791 & 

7 92 
------------· 

Sub-total 839,455,670.00 

GROSS FLOW 7,612,871,436.00 

(Sr. n. 2 + 6+ 10 + 14) 
-----··-- ----------------

GROSS FUND FLOW IN THE ACCOUNT OF DR.PRATIMA 

H. MEHTA ONLY FROM M/ S. HARSHAD S. MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 

Details Amount in Rs. Remarks 
----

GROSS FLOW 
------- ·---

OPENING BALANCE -
- -·-·-·· 

F.Y. 1990-91 
----------

Shares purchased by 30,001,549.50 See page 

M/s. Harshad S.Mehta 83 6, 837, 

838 & 839 
~. -------------,---1-~--- ----- -~- -------------------· 
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Funds transferred by 87,507,000. See Page 

M/s. flarshad S.Mehta 00 836, 837, 

838 & 839 
·---·-·-----····- -----

Sub-total 117,508,549.50 
--------- - -- -- --

F.Y. 1991-92 
---------· - ···- -

Shares purchased by 4 s., 3 4 7 , 8 9 4 . 15 See page 

M/s. flarshad S.Mehta 83 6, 8 4 0, 

- 841 & 842 

Funds transferred by 28,655,000.00 See page 

M/s. flarshad S.Mehta 83 6, 8 4 0, 

841 & 842 
·-

Sub-total 74,002,894.15 
-----~-----·---

For the period 

08.06.1992 
-~-~----··-

Shares purchased by 213,842.00 See Page 

M/s. flarshad S.Mehta 836 & 843 
---·--·- --

Funds Transferred by 200,000.00 See Page 

M/s. Harshad s . Mehta 836 & 843 
.. 

Sub-total 413,842.00 
---------

GROSS FLOW 191,925,285.65 

(Sr.n.2+6+10+14) 
····--

It is an admitted position that for purchase of 

these flats, loan was advanced to Jyoti fl.Mehta and 

Pratima fl.Mehta by Late Harshad Mehta. The position 

that emerges from the account books in relation to 

the loan advanced for purchase of these flats is as 

follows:-

( . 
. 

. 

k 

l~ 
';:_; 

"\;, ~.,, 
'"'· 
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Name of the Amount How paid How much Remarks 
Property, paid paid by 
Name of the Harshad S. 
Notified Party as Mehta 
per M.P.41 of 1999 

and 

Date of Purchase 
Flat No.32-B, Rs.47,75, 110/- 1. Rs.5,00,000/- Rs.30,00,00 There is 
80.50 sq.mtrs. including paid by Jyoti 0/- paid by opening debit 
(para 4.1, 1.1 stamp duty of H. Mehta as Mis. balance of 
page No.12 of Rs.3,81,100/- an advance in Harshad S. Rs.1,41,33, 16 
Jyoti Mehta's and 1989-90 to Mehta for 3.49 as on 1st 

report) Rs.73,010/- for Crest Hotels purchase of April, 1990 in 
belonging to Jyoti which details Ltd. Flat No.32-B the books of 
H .. Mehta not available) in Maduli M/s.Harshad 

purchased on (page 2. (para S. Mehta in 
18.04.1990 No.4.1,1.2 Rs.42, 75, 110/- No.6.2.6 the account of 

page No.12) was paid by page No;34 Jyoti H. Mehta 

Jyoti H. Mehta & 35) i.e. Mrs. Jyoti 

in 1990-91 to H. Mehta 

Crest Hotels owed Rs.1.41 

Ltd. crores to HSM 

(Rs.8,94,010/- even as on 

funded by 1.4.90,. 

M/s.Ashwin S. 

Mehta and 

Rs.30,00,000/-

funded by Mis. 

Harshad S. 

Mehta (para 

No.4.1.1.2 and 

page No.12) 

Flat No.33, having Rs.44, 10,410/- 1.Pratima Rs.6,60,000/ As per Report 
Carpet Area of including H.Mehta has - and on the account 

,, 

about 74.41 stamp duty of paid Rs.31,50,00 of Aatur 
sq.mtrs. alongwith Rs.3,48,400/-) Rs.39, 10,410/- 0/-was Holding Pvt. 
exclusive use of and deposits of transferred Ltd. Flat No.33 
terrace Rs.68,010/- for 2. Mrs.Jyoti H. from the was part of big 
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admeasuring society, water, Mehta has paid account of Flat No.32 
1479 sq.ft. (para electricity and Rs.5,00,000/- M/s.Harshad comprising 
4.1 page No.9 of legal (page No.4.1,2 S.Mehta to Flat No.33, 
Pratima H. expenses) page No.9 of Pratima H. 34A and 348 
Mehta's Report) (para No.4.1.2 Pratima Mehta's Mehta on having built up 
belonging to page No.9 of Report) 18.04.1990 area of 
Pratima H. Pratima H. and 3961.94 sq.ft. 
Mehta jointly with Mehta Report) 22.05.1990 and open 
Jyoti H. Mehta respectively terrace 
purchased on and the said admeasuring 
07.08.1990 amount has 5,000 sq.ft. 

been utilised attached to the 

for purchase flat. This big 

of Flat flat was used 

No.33. for personal 

Besides this residence of 

there was Harshad S. 

already an Mehta and/or 

opening member of his 

debit family at No 

balance of 34-B, was 

Rs.1,07,92, 1 purchased by 

17.50 as on Harshad 

01.04.1990 S,Mehta and 

in the books 34-A was 

of purchased by 

M/s.Harshad Aatur Holding 

S. Mehta in Pvt. Ltd. 

the accounts Funds for the 

of Pratima purchase of 

H.Mehta i.e. Flat were 

Pratima H . received from . 
Mehta owed Harshad S. 

Rs.1.08 Mehta (para 

crores to No.3.1, 1.4, 

HSM even 3.1,1.7and 
I as on 3.1, 1.8 page 
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01.04.1990 No.8 and 9 of 

the Report on 

the accounts 

of Aatur 

Holding Pvt. 

Ltd. 

33. The flat no.44B is owned by Mr.Sudhir 

S.Mehta. So far as Mr.Sudhir S.Mehta is concerned, 

in the affidavit of the Custodian dated 1.3.2006 

the Custodian has shown the position in relation to 

him, thus:-

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshaq S.Mehta & 
M/s.Harshad S.Mehta as on 31.03.1991." 

"Name of Notified party: Mr.Sudhir S.Mehta 

Name Amount as Q.. 
0 of source 

M/s.HSM 62.6% 

M/s.ASM 31% 

Mr.HSM 3.9% 
-Contribution of RSM to M/s.ASM itself is more than 

90% as shown below." 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.03.1992." 

"Name of Notified party: Mr.Sudhir S.Mehta 

Name Amount as Q.. 
0 of source 

M/s.HSM 58.8% 

M/s.ASM 21.8% 
~-
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I Mr . JHM 2 0 . 9 % I 
'-· ----:------:--:---::,---------...J___---------- ·' 
HSM is still the major contributor in respect of 
even M/s.ASM and M/s.JHM as shown below." 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 

M/s.Harshad S.Mehta as on 08.06.1992." 

"Name of Notified party: Mr.Sudhir S.Mehta 

Name Amount as Sl-
0 

M/s.HSM 
-------- ·-------- ---

M/s.ASM 

of sourc 
·-

57. 
---·----·---------- -- -·--

22. 

e 

3% 

3% 

Closing balance 14% 
Contribution of HSM to M/s.ASM is more than 90% as 
shown below. Closing balance is also on account of 
transfer of funds from HSM and/or generation of 
funds therefrom." 

Perusal of the original account books 

reveals that the flow of funds to Mr.Sudhir S.Mehta 

is from M/s .Harshad Mehta and Mr. Harshad Mehta. 

Perusal of the charts given below makes the 

position clear. 

GROSS FUND FLOW IN THE ACCOUNT OF SHRI. SUDHIR S. 
MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 
PERIOD FROM 01/04/1991 TO 08/06/1992 

----·---

Details Amount in Rs. Remark 
- ---- - . 

GROSS FLOW 

-----··--·-··--1 
s i 
-- --- -- ... I 

OPENING BALANCE 

j 
-

-----

F.Y. 1990-91 
--. 

__ .... 

I 

i \TI ·<Cl . 0 

1, '~. 
' -~ "-.:, . 

®?< . ·~ 
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Shares purchased by M/s. 23,017,676.35 See page 

Harshad S.Mehta 856, 858, 

859, 8 60, 

861, 8 62, 

8 63, 8 64 & 

8 65 
-·· 

Funds transferred by 66,521,984.20 See page 

M/s. Harshad S.Mehta 857, 858, 

8 5 9, 8 60, 

8 61, 8 62, 

863 & 8 64 
·- --

Sub-total 89,539,660.55 
··-------- ·-------··-··-------··----... 

F.Y. 1991-92 
·-·· 

Shares purchased by M/s. 98,514,528.00 See page 

Harshad S.Mehta 85 6, 8 6 6, i 

8 67, 8 68 & 

869. 
I ·----·--

Funds transferred by 34,284,634.38 See page 
i 

M/s. Harshad S.Mehta 857, 8 66, 

8 67, 8 68, 

8 69, 870 
----

Sub-total 132,799,162.38 
-------·-· --- ----·· ---- ----- -

For the period 

08.06.1992 
1----------------1---------+------·-----·-··· 

Shares purchased by M/s. 

Harshad S.Mehta 
1----------------1----------+------- --· 
Funds Transferred 

M/s. Harshad S. Mehta 

Sub-total 

by 150,000.0.0 See page 

857 & 871 

150,000.00 
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(Sr.n.2+6+10+14) 
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\222,488,822.93 

It is an admitted position that for purchase of 

this flat, loan was advanced to Mr O Sudhir S. Mehta 

by Late Har shad Mehta. The position that emerges 

from the account books in relation to the loan 

advanced for purchase of the flat is as follows:-

Name of the Amount How paid How much Remarks 

Property, paid paid by 

Name of the Harshad S. 

Notified Party as Mehta 

per M.P.41 of 1999 

and 

Date of Purchase 
Flat No.44-B having Rs.57,03,610/ Sudhir S. There is 

carpet area of about - (including Mehta has opening 

119.53 sq.mtrs. (para Stamp Duty of paid debit 

2.1,1.1 and page Rs.4,64,600/-) Rs.50,47,610/- balance of 

No.4 of the report on and Rs.86,27,97 

the accounts of Rs.6,56,000/- 6.63 as on 

Sudhir S.Mehta) paid by 1st April, 

belonging to Sudhir Pratima H. 1990 in the 

S.Mehta (Sudhir Mehta (para books of 

S.Mehta with 2.1.1.3 page M/s.Harshad 

Mrs.Pratima H.Mehta No.5 of the S. Mehta in 

purchased Flat Report on the the account 

No.44-B. Shri Sudhir accounts of of Sudhir S. 

S. Mehta stated that Sudhir s. Mehta ie. 

he was using the flat Mehta) Sudhir S. 

for residential Mehta owed 

purpose) (para 2.1, Rs.86.27 

.-- .. ~ 

111'-'"~~ ~c::j ~ 
.,, (\leo -...Al~ \.i1.,-e, . ,.,,. .-::'~~. l ,v"":fll;_,:Jl<)Q lb ,f"}, ' 0),. 

1
: f,;,;'i><; ' ·. ~ 

' 1,. ••• 

: ... ? 'T' 
-. -~; 

,·...., . . ~· 
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1.1 page No.4 of lakhs to 

Report on the HSM even 

accounts of Sudhir S. as on 1.4.90 

Mehta) 

purchased on 

18.04.1990 

34. Now coming to Mr.Hitesh S.Mehta, he 

owns flat no.44A alongwith Mr.Harshad Mehta 

. 
jointly. In paragraph 18 of the affidavit of the 

Custodian dated 1.3.2006, the Custodian has shown 

thus:-

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.03.1991." 

"Name of Notified party: Mr.Hitesh S.Mehta 

Name 

M/s.HSM 
--- ---- --- -- ------------·---- ------····-- - ------- -- --- -- ···-··- . 

M/s.ASM 

Mr.RSM 
---···---------- ···--·------·- -

Amount as% of source 

84.7% 

9% 

··--·-·---- -----··- .. -

Contribution of HSM to M/s:ASM itself is more 
3.2% 
than 

90% as shown below" 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 31.03.1992." 

"Name of Notified party: Mr.Hitesh S.Mehta 

1·-·-----------·- -·· ------·-· ---- ...... 

Name 

M/s.HSM 

···---•--· --- ••---·~::·1-~~-?~-~i~i~~----%·-·--~}-- -~-0~·~~•-~ 
39.6% 

····-···· -· .... -- - ----- . . - - ... , ,,, ____ ,... - .. --····· . 

''ilt~'b, 0~ . 
. ~ 

"'~, \ 

,_,, 
·:.~ 

r 
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l~~i~~:: BALANCE 

20.2% 

32.5% 

6.7% 
HSM is still the major contributor in respect of 
even M/s.ASM and M/s.JHM as shown below; 
Closing balance is also on account of transfer of 
funds from HSM and/or generation of funds 
therefrom. 

"Sources of Fund(and, therefore, of Investments) of 
notified parties other than Harshad S.Mehta & 
M/s.Harshad S.Mehta as on 08.06.1992." 

"Name of Notified party: Mr.Hitesh S.Mehta 

iName 

M/s.HSM 

,. 
· \Amount as% of source 

34.4%' 

,M/s.ASM 34.7%. 

!CLOSING BALANCE 29.3% 
Cont-rrbutTon of HSM to M/s .ASM is more than 90% as 
shown below. 
Closing balance is 
funds from HSM 
therefrom. 

also on 
and/or 

account of transfer of 
generation of funds 

Perusal of the original account books 

reveals that the flow of funds to his account is 

from M/s.Harshad S.Mehta and Mr.Harshad Mehta. 

Perusal of the charts given below makes the 

position clear. 

GROSS FUND FLOW IN THE ACCOUNT OF DR. HI TESH S. 

MEHTA ONLY FROM M/S.HARSHAD S.MEHTA DURING THE 

PERIOD FROM 01/04/1991 TO 08/06/1992 



Details 

GROSS FLOW 

OPENING BALANCE 

F.Y. 1990-91 

Shares purchased 

M/s. Harshad S.Mehta 
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Amount in Rs. REMARKS 

14,265,588.00 

by 38,353,920:00 See page 

825,827, 

828 & 829 

Funds transferred by 1 81,739,274.00
1
See page 

I I 

M/s. Harshad S .Mehta ! 826, 827, 

--··----•·---·--··--··-- ·-·- _ --- ___ _L ________ ·- ... __ ·-·· -· _ ---· _ ~?~-- _ & 8 2 9 

1-~~=~-~t~~------- ·-·-·--- ..... L~20 ,.o_9~, 194 ._o_o _ 
F.Y. 1991-92 

I 

Shares purchased by 

M/s. Harshad S.Mehta 

··•··. -·- ·------ ---····- . ·-- -···1·--· ..... . 
64,908,848.00[See page 

I 1825, 830, 
I 
1831, 832 & 

833 , ... --··-------·-·· - ______________ .,. .. ___ ·--·---------- --·-

\Funds transferred 

M/s. Harshad S.Mehta 

by, 
I 
! 

45,114,413.00 See Page 

826, 830, 

831, 832 & 

833 

Sub-total 

GROSS 

__ l - -····- ------- -~----··------- - ·-- ------··--·- -- ---

\ 110,023,261.00 
! ----- -·-·r --·····-·· ---··-···-•·- ·----·-··--- ------ --- ··-·--···-··-- -- .... 

FLOW i 2 4 4 , 3 8 2 , 0 4 3 . 0 0 
I 

It is an admitted position that for purchase of 

this flat, loan was advanced to Mr. Hi tesh S. Mehta 

by late Harshad Mehta. The position that emerges 

from the account books in relation to the loan 
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advanced for purchase of the flat is as follows:-

Name of the Amount How paid How much Remarks 
Property, paid paid by 

Name of the Harshad S. 

Notified Party as Mehta 

per M.P.41 of 1999 

anci 

Date of Purchase 
Flat No.44-A, Rs.37,95,410/ Rs.9,81,000/- Rs.28, 14,010/ As per ledger 
having a carpet - (including were paid by - and account of 
area about 1046.53 Stamp Duty Hitesh S. Rs.4,00,000/- Hitesh Mehta in 
sq. ft. of Mehta and paid by the books of 

belonging to Rs.2,93,400/- Rs.28, 14,010/- M/s.Harshad M/s.HSM 
' 

Mr.Hitesh S.Mehta, and deposit were paid by S.Mehta (para M/s.Harshad 
jointly with Harshad amounting to Harshad S. 6.2.6 page S.Mehta has 
S. Mehta Rs.58,010/- Mehta (para No.34 of the also transferred 

purchased on for Society, 4.1.2 and Report on the Rs.24, 15,000/-
18.04.1990 water legal page No.9 of accounts of and 

and electricity the report on Hrashad S. Rs.23,56,000/-

charges) the accounts Mehta) on 18th April, 

(para 4.1.2 of Hitesh S. 1990 to Hitesh 

page No.9 of Mehta) S. Mehta 

the report on besides 

the accounts transfer of 

of Hitesh Rs.4,00,000/-

S.Mehta) on 17th April, 

1990 being 

payment made 

by M/s.Harshad 

S. Mehta on 

behalf of Hitesh 

S. Mehta for 

purchase of 

Flat No. 44-A. 

In addition to 

this there was 

already a 
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opening debit 

balance of 

Rs.14265588.2 

1 on 1st April, 

1990 in the 

books of 

M/s.Harshad 

S.Mehta i.e. 

Hitesh Mehta 

owed Rs.1 .42 

crores to HSM 

even as on 

1.4.90 This 

goes to prove 

that the Flat 

was purchased 

from 100% 

funds provided 

by M/s.Harshad 

S. Mehta 

35. Analysis of various figures available in 

the account books shows that huge amounts were owed 

by each individuals and entity to Harshad Mehta and 

other entities in the group as on the date of their 

notification i.e. 8.6.1992. I find that as on 

8.6.1992 Mrs.Jyoti H.Mehta and Mis.Jyoti H.Mehta 

owed an amount of Rs.71,75,000/- to Mr.Harshad 

S.Mehta, an amount of Rs . 2, 3 6, 0 9, 6 8, 9 6 5 I - to 
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Mls.Harshad S.Mehta, an amount of Rs.2,18,55,6291-

to Mls.Ashwin S.Mehta and an amount of Rs.10,0001-

to Mrs.Deepika A.Mehta and an amount of 

Rs.5,58,07,7451- to group companies. Thus, 

Mrs.Jyoti H.Mehta and Mis.Jyoti H.Mehta owed an 

amount of Rs.2,44,58,17,3391- either to Mr.Harshad 

S.Mehta, Ml s. Har shad S. Mehta or to group of 

companies and the members of the family. Similarly 

Mrs.Deepika A.Mehta as on 8.6.1992 owed an amount 

of Rs.11,27,93,939.50 to Mr.Harshad S.Mehta, 

Mls.Harshad S.Mehta, Mls.Ashwin S.Mehta and 

Mis.Jyoti H.Mehta. Similarly, Mr.Hitesh S.Mehta as 

on 8.6.1992 owed an amount of Rs.20,30,52,642.96 to 

Mr.Harshad S.Mehta, Mls.Harshad S.Mehta, Mls.Ashwin 

S.Mehta, Mis.Jyoti H.Mehta, Mrs.Deepika A.Mehta. 

Similarly, Mrs.Pratima H.Mehta on 8.6.1992 owed an 

amount of Rs . 8 , 7 0 , 9 2 , 2 3 3 . 5 8 to Mr . Harsh ad S . Mehta , 

Mls.Harshad S.Mehta, Mls.Ashwin S.Mehta, Mis.Jyoti 

H.Mehta, Mrs.Jyoti H.Mehta, Mrs.Deepika A.Mehta. 

Similarly Mr.Sudhir S.Mehta as on 8.6.1992 owed an 

amount of Rs.18,11,43,714.25 to Mr.Harshad S.Mehta, 

Mls.Harshad S.Mehta, Mls.Ashwin S.Mehta, Mis.Jyoti 
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H. Mehta and Growmore Research & Asset Management. 

Similarly, Mr.Ashwin S.Mehta as on 8.6.1992 owed an 

amount of Rs.1,58,44,25,919/- to Mr.Harshad 

S.Mehta, M/s.Harshad S.Mehta, Mis.Jyoti H.Mehta and 

M/s.Ashwin S.Mehta. Similarly, M/s.Ashwin S.Mehta 

as on 8.6.1992 owed an amount of Rs.94,81,03,009/-

to M/s.Harshad 

Mrs.Jyoti H.Mehta, 

S. Mehta,· Mr.Ashwin 

Dr.Pratima H.Mehta, 

S.Mehta, 

Harsh 

Estates Pvt.Ltd., Growmore Leasing & Investment 

Ltd., HUF' s of HSM group and also towards loans 

from others (including Canfina). So also, M/s.Atur 

Holdings Pvt.Ltd. as on 8.6.1992 owed an amount of 

Rs.16,98,08,752/- to M/s.Harshad S.Mehta, M/s.Jyoti 

H.Mehta, M/s .Ashwin S .Mehta and Harsh Estates. If 

these figures are considered togetherwith the 

statements to be found in' the letter of Harshad 

Mehta written to the Income Tax Department portion 

from which has been quoted above, it becomes clear 

that they were carrying on business in shares and 

securities as members of joint family. If one 

looks at closing balance as on 1.4.1990 in the 

books of accounts of the notified parties with 
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which we are concerned in this petition, it becomes 

clear that their business increased manifold after 

1.4.1990 only because of flow of funds into their 

business and accounts from Har shad Mehta. As on 

1.4.1990 the opening balance/share capital in so 

far as Mrs.Jyoti H.Mehta is concerned was 

Rs.21,34,810/-, Mrs.Deepika A.Mehta is concerned 

was Rs.22,39,096/-, Dr.Hitesh Mehta is concerned 

was 7,58,218/-, Dr.Pratima Mehta is concerned was 

Rs.8,12,225/-, Mr.Sudhir S.Mehta is concerned was 

Rs.30,17,768/-, M/s.Ashwin S.Mehta is concerned was 

Rs.20,81,985/-, Mr.Ashwin S.Mehta is concerned was 

Rs.22,91,617/-, M/s.Atur Holding Pvt.Ltd. is 

concerned was Rs.10,000/-. The figures that I have 

given above show that after 1.4.1990 there was 

tremendous flow of funds from Harshad Mehta to 

these notified parties which in most of the cases 

exceeded 90% of the funds of the concerned notified 

party, the details of which I have already given 

above. What is pertinent to be noted herein 

is that the principal business of the family was 

dealing in shares and securities. The liabilities 
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referred to above are arising 

transactions in securities and 

out of 

shares. 

the 

The 

properties have been purchased also by using the 

funds from the same business. In my opinion, 

therefore, for clearing the liabilities that have 

arisen because of the transactions undertaken, the 

properties of all the members of the family who are 

notified, will also have to be disposed of. 

36. To sum up, the residential properties which 

are subject matter of this petition have to be sold 

because 

(i) these properties are admittedly attached 

properties and in view of the law laid down by the 

Supreme Court in Harshad Mehta's case and 

reaffirmed in Sudhir Mehta' s case, before selling 

the properties under Sub-section (1) of Section 11 

of the Act only satisfaction that the Special 

Court has to record is that the properties are the 

attached properties; 

(ii) The liabilities of the notified parties 

'~.-:-,._ 
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exceed their assets firstly because it is so found 

by me by referring to the various figures of 

liabilities and assets and secondly because such a 

finding is already recorded by the Supreme Court in 

its judgment in Sudhir Mehta's Case; 

(iii) Various notified parties with whom this 

petition is concerned, are members of Harshad 

Mehta group and therefore, the properties of each 

notified party and entity can be sold for discharge 

of the liabilities of Harshad Mehta. That they 

constitute a group, is a finding recorded by the 

Supreme Court already, firstly in its judgment in 

Sudhir Mehta's case 

in Jyoti Mehta's case. 

and secondly in its judgment 

By referring to the account 

books maintained and the pattern of the 

transactions, I have also recorded a finding that 

all the notified parties and entities with whom 

this petition is concerned, operated in tandem with 

Harshad Mehta in conducting the securities 

transactions as members of one family and 

therefore, they constitute a group. 
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37. For all these reasons, therefore, the 

petition of the Custodian is granted. The Custodian 

is directed to take steps to sell the flats which 

are subject matter of this petition in "Madhuli" in 

accordance with the procedure that is settled by 

the Court for sale of the attached immovable 

properties. Because these properties are attached 

properties and as per the judgment of the Supreme 

Court in Jyoti Mehta's case, the Custodian 1s 

entitled to receive income from the attached 

properties and because the notified parties are 

occupying those properties, the Custodian is not 

getting any income from these properties, the 

Custodian shall initiate the process of sale 

immediately and complete it as soon as possible and 

submit a report to the Court. 

disposed of. 

The petition is 
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