lN THE SPE(,IAL (...OURT [CONSTGTUTEO UNDER THE (TRIAL OF
OFF—ENCES RE LATIN"‘ TO TANSACTIONS IN SECUPITIES ACT 1992] AT M.
Ce " BOMBAY

' MISC PETITION NO 63 OF 1992

1. ’Slale Bank of Indua a Corporauon )
| incurporated under the provisions of ) X
The:State-Bank of :india-Act; 1955and. = ) ..
~ ‘having its local head office al Slale Bank Ty
- .Bhavan; Madame Cama.Road: Bombay ) e
490021 and a branch office at Bombay ) ©
;Samachar Marg. ‘Bombay . 400023, .. oyt

By

A ‘Nauonal Housmg B‘ank ‘@ wholly.owned - )
subsndnary of the Reserve Bank of India, )
: “»‘mcorporalod under: The National Housmg Yoo
"’ Bank act, 1987, having its Regns!ered office )
- ».atBombay hre Building,, 3y 169r,:435,. Veer.. ). . . . ‘
: v.:Nauman Road Bombay 400 023 ) 2L pelitioners

‘/erst.s

1 (a) '_Mrs JYOU Harshad Mehta lndnan mhabian! Ty

Réad, WOrII Mu,
haroffice at 1205/8, Maker Chambef\_/ 221 )

_;u 400 o1e and havmg Y

- Nanman Poml Mumbai - 400 021

1@ M Aatur Harshad Mahta, lnd(an Inhabztanl ) -
rosidmg at .32, Madhuli.Or. Annie Besant- ) =
Road, Warli, Mumbai 18 and’aving *™7) °
)
J

.. his office at 1205/6, Naker. Chantber V. 221‘ Bl
Nar(man Poinl Mumb.ﬂ 400 Ot LA A A

1(c) - Mrs Raslla Shannlal Mehm |ﬁdlan lnhabnm. %)

o res:d ng at 32, Madhul, Dr. Annie Besant- . )
Road, “Worli, Mu: nbandoo 018 and. having )&

her office al 1205/6, Md er Chambnrv 221 )

-Nanman Polnt.: Mumbm - 400 021 ) o v
2 l,Mr A.K. Menon; the Cuslod:an appomeJ N B
under tha Special Court (Trial of Offoncos . y
*~Relating o Transaclions in Socurtios)Act, . .. ).

.- 1992, havnng his Bombay office at 27 ﬂoor Y ‘
- Stock: Exchange Malal.Streol, Bombay 400001 ) ... Respondents

Mr. X S Couperise morc.ounsal with Mr. Janak Dwarkadas, senior counsel and
Mr T, K Coaper ilb Litlle & Co for S\ale Bank of India / Petitioner No.1

. Patititoner N6.2 and ao‘v_mca-les absent
Rnsbondent Nos. 1(a) 1o 1(¢) absent though served.
Mi. G.R. Joshi /b Krs. P.M: & Mithl & Co. for the Custodian

CORAM: S.H. KAPADIA J.
JUDGE. SPECI/\L COUF ~



DATED © 22" APRIL 2003

t A}
1 This is a Pelition/Suit under the special Court (Vrial of Offences relating
~to Transactions in Securities) Act, 1992 for recovery of an amount of

T

Rs.T74.90,52.482.17 ~with fu‘nher interest on nprincipai  sum of ‘Rs

© 706,97;73,179.68 from e data of filing of the Petition/Suit till payment
. . ! }

L‘AQMQ§ _
2, The Pemlon was fued on 268/11/1992, Petitioner No.1 is SBI. Pelitioner
N02 is NHB Orlginal Respondent No1 -'Harshad , Mehm expired on

31/1?/2001 Hlslegel heirs :and- represemetlves have been brought on fecord.

They are Respondem Nos. 1 (a) 1({b) and 1 (¢). They are liable to the- extent .

‘of thelr inhedtenoe tls. nneged thal during Oclober. 1991 to March, 1992, late

Harshad Mohla gaven to &BI for realization 13 cheques drawn on RBI where

SB! was--staled” te"be- the payee. These[' were account'peyee cheques, Full

par«lculars of these cheques are given in ExA to the petition. In all, thera
are 13 cheques lotannn rs. 707.56.38,63&19. Accerding to SBI, the sad
cheques had no connection to any. contract between SBIand NHB. That.
in cceordiince wilh the d:roctions of IeleLHarshed Mehta, who had brought
thoso cheques, SBI roalized the said . cheques and gave late Harshad
 Mehta credit for Rs.707,56,38,633.19 and allowed him to utilize the ‘said
amounit which he did, |

3Accordlng" to NHB (Orig. Respoedenl No.2). the said cheques were
daliverpd In rospfect of sesurilles transacﬁons between S8l and NHB and.

therefore, 'Harshfed Mohte was not authorized to give directions for disposal of

tho same. According ta NH3, there were antries in their Register of Trans&ctions

‘which ‘Indicated that the cheques were delivered In respect ' of security
. lransuctiehe?“pehveen SBI and NHB. .That.- in‘May and  June, 1992;
cerespondence was exchanged ‘between S8l and NHB in relation to the
sad ;\v-_-h-eques-“&nd' %n'-dhe_.seid correspvo’nden»ce, S8l did not accept the

contention of NHB thal the said chequevs were qiven in respect of



3
sccurties’ transctions. Thal, correspondence was also exchanged betwear

SB! and RBIlin respest of the said cheques'

4

-

) S8l ul.tifr;atoly recovered the amounts fré:ﬁ Harshad Mehta but, “RBI
direcloed and callgg Qp-on Sél to pay the said amountullo NHB as according
to RBI tho suit cheques could not have 'beoh é‘redited to ihe account of .,
Harshac Mehta and, lhomfore S8l was liable to pay the sald amounls to NHB'

" This was the. stand tul-\on by R8BI All ;ﬁd aforeséld circumstancas were
considered by the Bo‘ard of Directors of SB‘lk. By a ’resolulién‘da:ed 11/6/1992,
$8I awclded to act in accordancq with the direclivons“of RBI. Consequently, SBI
paid the sald sum of Rs.‘706.9?,73.‘179.5’8 to NHB without prejudice to their -

_n‘ghu.'ThIs was on 13/8/1’92 Consequenuy; the éurrent account of late Harshad
‘Mehta bear{ng No. 4/8710 was debxted Consequontly. the "redlts in respect of 1%

chequs made In the sald account stood rever:ed

ln Ihe tircumstances, tho presenl Petition/Suit ls filed by SBL- The
prosei.. Pslltlon/Sunt wa'’s mnginally hled by. SBl against:NHB and Harshad Mehta
on 26/11/1992 for recovery of the aforestated amount of R8,706,97,73,179.68.

g,  Aftor filing of the patition, SBI filed Suit No.35 of 1995 against NHB for
rofund of an amo'unl of |R§.707,56,39.00/-. In that Sult, Harshad Mehta was
k joined as Defendant No.2, howéver no reliefs were clél\hﬁed against him, In the"
sald Sult NHB had filed its Written Sta!arnen! on 2/3/1996 where NHB reiterated
“'lnat the sald chéciues wém accounl payee cheques whicr. ware drawn by NHB
only in‘ !avow of.SB! and, therefore, Harshad Mehta was not entitled to the’
"p'o"eeqs thereof land that the credit to and utilization by Harshad Mehta of thie
v:roceel’s of lho.sald cho.quus consmutod conversion. Wxthout pre;udnce to their '
aforastated case, NHB had also pointed out that there were no security
transactlons betwaen It and SBI relating to the salg account payee gheques.
That, twa of its officers Hgd fraudulehtly handed over the said cheques to late

Flarshad Mehta while making it appear that they were related to security

transactions between SBI and NHB. That, there was no contract note, delivery
" . ’ . X i o . .

6-ler or BR regarding the said cheques. After the above Suit No.35 of 1995

came to-be filed and pursuant to the directions passed by the Special Court on



4/6/2002 and consequent upon the order passed by the Apex Count on
29/7/2002 the drsputes between SBI and NHB were referred to the Mrnrstn/ of
Finance, Government of lndla New Delht and consequent upon which, the
disputes between SBt and NHB were amncably resolved vide Memorandum of

______ dated 30#10/200 Under the said Settlement SBl and NHB have
withdrawn elt allegations ani counter.;llegatrons made egalnst each other
Hence those allegations and countor a|legat|onsrtn the o cnal Petition do not
-turvive, Under the said Settlement SBI and NHB‘ egreed :o l}ointty pursus their
¢claim against Harsnad Mehla. Accordingly. the Petmon came to be amended and
MHB, who were original Respendent No 2in lhls Petttton havo been trensposod
as. Pettttoner No 2. Thcrefore by way of amonded Petntuon both sel and NHb
row submrt that & Decree may be passed egelnst hetrs of origlnal Respondent ,
No.1 (late Harshad Mehta) and in favour of dither SBl orin tavour of both S8l
anc NHB, At this stage, it may be mentioned that the Memorandum of Settlement

‘ beceme pant ot the order of the Supreme Court dated 11 1/2002. o

‘Al‘thou;h'the Petition/3uit has been servad on the halrs of late Harshad

Mehta, who are Respondent Mos. 19a), 1(b) and 1(c) to the Petition, the only
‘ R Jply tiied by the mother of latn Harshed Mehte end his son Is that they have no
parsonal knowledge about the Issued involved. in the Petttlon/Sutt and that they
ara not having any share in tha estate of late Harshad Mehta Hlis wife Mrs. Jyoti
3. [4ehta, who Is also a Notified Party under the Spectal Court Act, 852, has not
fi'sd her Reply The Aftrdavit ¢f service o{ Mrs Jyotl S Mehtu Is aken on record

ard marked as *X". ’ ‘ v' ; .‘ .
ELNDING ;

4. * Under Rule XII, fagre B of the Cvil Procedu're Code, the Court is
ampowered to give judgment on admtssion. tJnder Rute 8, where admlsstons of
fact have been made gither in the Pleudlngs or otherwise the Court may at any
stage of the. suit, on the appltcatron of any party end wtthout wartlng for
derermination of any other question betwaen the parties, make such order or give
such judgment as it may think ht. h‘aving_regard to such edmieslons. Moreover,

undor Order VilI, Rule 5 of Civil Procedure Code, it is, inter alia, laia down that



every allegation of fact in the plaint, if nol derf_ied spectfically or by necessary
irnplication shall be taken to be admnttedvprovr'ded that lhe COun may at its -

discretion require any facl so admmed to be proved o’herwrse than by such
admission. In my wew i thls case, lhere is a categoncal admrss«on of lat\e
Harshad Met.ta of havlng r:-ceived lhe aloresald amount ot Rs. 706.97.73.179 68
from SB8I. That admnssron i borno oul by lho relevant extraci of Misc Application
No. 215 of 1993 filed by Hnrshad Mehta and Olhers against |lhe Custodian, SBI
and others Vide para 13 of Mrsc Apphcanon No 215 ofi 1’993 late Harshad
Mehta has s:ated that SBI nas C|8Im0d Rs. 708, 97 73,179.68 from him. In that

App.icatron late Harshad Mehta has admitted ! the facmm of rece'ot of rs’

708.97,72,179.68 from SE. However, he has stated that he had advanced loans
lo SBI unde. Double Ready Forward transactions agalns! 11.5% Central Loan
2010 and that he had pald ar. excess amount of Rs 21.5 crores to S8lin April

© 1992 !o' whlch he clalmed credit  as agalnst SBI's claim for Rs.

[P ..‘—_...L--- m—

E i'/06 97,73, 179 68 In other words. in MISC Applrcatlon No. 215 of 1993 late
'HarshadMehta admltsjhavi’ng recelved the said arnount from SBI but he prays |
‘fc-r.de‘oucti‘on of the amourit to Rs.461,23,09,588.57 on the basis of his counter-
c!olms To complete‘ lho chronology. late Harshad 'Mehta thereafter. moved the
Special Count against SBI vrde- Petmon No 72 of 1995 on lhb hasis of the above
courdr-c.. i ms. Howovor vide order dated 7/5/1997 pnssed by Varava, J. (as he
tha~ was) that Misc. Potition'No.72 of 19‘95 came to be dismissed. Hence, SBI |
has succgeded In provlog the factum of recx‘eipl of t:he aforesald amount of Rs.
40&: 97, 73 176.68 by late Harshad Mehta on tha basus of cateqorical and
unoquivocal admission o! late Harshad Mohla Vldu Mlsc Appllcauon No.215 of
'1923‘* Moreover, there Is no derrlal to the said admisslon Them Is no denlal from
'!lhe helrs of late, Harshad Mehm to the clalm made by the Petnlonon on maerits,
.. Therofore, the Court ts fullg.' saﬂsred that In thls case Decroo on ac!'hisslon Is
required to be passeo"in favour of SBI. |
5. Apod from tﬁis admission, this Court has lake’n the view recorded in the
judgment in the case of SCf vs, Anghrs Bank Einanglal Services Limited & O,
In Sult No, 11 of 1996 decided on 17{1/2002 that the findings of'JKR and JPC
have corrotoralive value. In this zonnection, the relev:anl exliract from the Report

of JKR is givan to Ex-L 1o tho Alfidavit dated 15/3/2003. This extract qives



findings of JKR. Theso findings clearly 'svhow receipt of an amount of
Rs.707,58,38.633.1v9 from 3Bl by late Harsv,hadbMehta. In {act, the decree sought
|s for a lesser amount of R3, 707.97.73,179.68,in view of ihe adjustments in the
current account of e Hn’mhad\Mehla of Rs. 56.65.820/- as mentioned in par'a ]
of the Petition, Simllarly, in the Repont of JPC, extracted in Ex-M to lhe‘said
Affidavit daied 15/3/2002, thero is a clear‘{indi g that I"’ate Harshad Mehta has
resolved RS.707.58,38,CIS§3.19 from SBI1. Thelefore, So(ﬁ on the ground of

admlsslon by late Harshad Mehta and on the b{sis of the findings given by JKR '

ar.d JPC, the following ordor Is ;S‘assed,_

5, Sefore c‘oncludln';;,'it, may be mentioned that pursuant to the directions
given b RBI vide lelter dated 26/5/1992, Rs. 707,56,38,633.19 was paid

_ by SBito NHB on 13/6/1992. In the’ycircumstancé‘s, SBl would be entitled

to interest at 15% vpbr annum from 13/6/1992 till payment. Further , it
gcogistb be clariﬁied.,th’at In this éase. adml‘sslons‘ have been made by late
, Harshad Mehta ta §BI and the Pebtltioners ha’vo.fthefefore. submitted that
" the Decroo may be passed . In favour of SBIl tv which NHB has no:
obJecthf\; " Leﬁj&md counsel for the Custodian has stated thalb the
Custodlan has no dbjecﬂon if the Petition of SBI is allowed. Taking into

account all tho above facts, the following order is passed:

|

QRDER

(a) ~ Thoro shéﬂ tro Docroe on'ndmiséion in ‘ravour of SBI — Petitioner
' No:1 In tha sum of Rs. 706,97,73,179.68 with interest at the rate
1i| ~ of 15% perannum from 13/6/1992 (i.e. the date on which SBI paid |
'.' | U'uel amount to NHB under the bir;a'étion of RBI) till payment.

(b) - NO order us o costs.
Accordlnély, the ahove Petition is disposed of,
Sd/- !

(S.H. KAPADIA, J.)





