“The Hon’ble Special Court passed an ex-parte decree against the estate of late
HSM in favour of SBI for Rs.706.98 Crores together with interest @ 15% p.a. SBI
had pleaded that the 3 legal heirs viz. Smt Jyoti Mehta, Smt Rasila Mehta and

Shri Aatur Mehta would be llable only to the extent of 1nher1tance from the
estate of HSM.” :

IN THE SPE('IAL L.OURT (CONSTITUTED UNDER THE (TRIAL OF
OFFENCES RE LATIN(‘ TO TANSACTIONS lN SECUPITIES ACT 1992] AT N,

BOMBAY

MISC PETITION NO 63 OF 1992

BN S!ale Bank of lndna a Corporauon S )
. incurporated under the provisions of- ) _ ,
The'State:Bank ol - India-Act; 1955and. = ) .. - -
‘having its local head office at Stale Bank Ty
: . Bhavan; Madame £ama.Road.. Bombay - .) - .-
490021 and a branch office al Bombay )
Samachaf; Marg. Bombay. 400023, ... Tyt

)

‘Nauona! Housmg B'ank ‘@ wholly owned - )
subsud:ary of the Reserve Bank of India, )
: 4_~-mcorporakt~d under: The National Housmg o
" Bank.act, 1987, having its Reg:stered office ) ' _
. - -al Bombay. life Building, 3% floor, 45, Veer.. ). .. . ‘
. v"Nauman Road Bombay 400 023 o ) L. Petitioners

Verst.s

1 (a) .Mrs Jyotl Harshad Mehla lndxan mhabtam
- -residing.al 32, Madhlull Or, Annie-Besan! .
Rdad, Worh Mambai' 4007018 and havmg Y
... haroffice at 1205/8.__,Maker Chamberyv 221,

- Natiman Poml mbai - 400 021 B

S
~— ~— .
~— -

1 (b) Mr, Aalur Harshad Mnahta Induan lnhabnanl Y
rosiding at .32,.Madhuli .Or. Annie Besant:
Road, ‘Warli, Mumbai 18 and'Waving *™

.- his.office al 1205/6, Naker. ChanfberV 221_
Narlman Point Mumbaﬂ 400021

B L La

1(c) - Mrs Raslta Shanmal Mehta lndnan lnhabnm. %)
T resnd ng at' 32, Madhtli, Or. Annie Besant- . )
- Road, “Worli, Mumbai'400 018 and. having )=
her office al 1205/6, M3 er Chamber'V, 221 )

Nanman Point.: Mumbm - 400 021 .. - i)
2, aMr A K. Menon, lhe Custodlan appoumeJ ) '
' under tha Special Count (Tral of Offonces .~ )
T Rolanng to Transactions’in Socurtios) Acl, . . ).

1992, havmg his Bombay office at 27 noor Yy . ‘
: Slock Exchange Dalal Streot, Bombay 400 001 ) ... Respondents

Mr. X S Couperisaenior counsetl with Mr, Janak Dwarkadas, senior counsel and
Me T K Cocper ilb Liltle & Co for Sta!e Bank o! India / Petitioner No.1

- Patititoner N6.2 an‘dvaovmcales absent .
Ruspondent Nos. 1(a) 16 1(¢) absent lhough-served, |
Mt G.R. Joshi /b M/s. P.M: ¢ Mithl & Co. for the Custodian |

CORAM: S.H. KAPADIA J.
JUDGE -SPECIAL COUF ~


Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight


DATED © 22" APRIL 2003

. { N
1, This is a Pelition/Suit under the special Court (rial of Offences relating
o Transactions in . Securities). Act, 1992 for recovery of an amount of

Rs.774.90.52.482.’1'_$ with fUr_ther interest on - nrincipal sum of ‘Rs

© 706,97,73,179.68 from e date of filing of the Petition/Sit till payment
. . ! '

L‘AQlNQ§ _
2, The Pemlon was fxled on 268/11/1992, Petitioner No.1 is SBI. Pelitioner
N02 is NHB Orlginal Respondent No1 -'Harshad , Meh&a expired on

31/1)/2001 Hlslegal heirs :and- representatlves have been brough! on fecord.

They -ate Respondenl Nos. 1 (a)»1(b) and 1 (¢). They are liable to the: extent

of lhelr inhedtence s, mleged thel during October, 1991 to March, 1992, late

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

' vSB!-wes-‘st«ated- to--be- the payee, The_selj.were account payee cheques, Full

pariiculars of these "_'cheques are given in Ei.A to the petition. In all, thera
are 13 ] ehequee .lo't‘at‘lnm rs. 707.56.38”,633,1,9‘ Acccrding to SB!, the said
cheques had no connection to any. contract between SB8!and NHB. That.
in eccordunce wilﬁ the d:rections of leleLHarsh,ed Mehta, who had brought
those chaéques, SBI roalized the said : cheques and gave late Harshad
~ Méhta credit for Rs.707,56,38,633.19 and allowed him to utilize the ‘said
amourit which he did. |

'Accordlng' to NHB (Orig. Respondenl No.2). the said cheques were

delive+d In rospoct of securilles transactions between SBI and NHB .and.
thorefore, Hamh,ed Mohta was not authorized to give directions for disposal of

" tho same. According to NHB, there wero entries in their Register of Transections -

whtch indicated that the ‘cheques were delivered in respeet “of security

trensacﬂons between SBI and NHB. That. in May and  June, 1993

ciTespondence was oxchanged between SBI and NHB in relation to the
saxl cheques— and- in ~the .said correspondence, SBI did not accept the

contention of NHB thal the said chequevs were qiven in respect of
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3
sccurties’ transctions. Thal, correspondence was also exchanged betwear

SB! and RBIlin respest of the said cheques'

4

-

. SBI ultimatoly recovered the amounlts froow Harshad Mehta but. ‘RBI
direcloed and callgg uf:-on Sél to pay the said amountul»o NHB as according
to RBI tho suit cheques could not have 'oeoh credited 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 ;rgd aforeséld circumstancas were
considered by the Board of Directors of SB‘lk. By a ’resolulion‘da:ed 11/6/1992,
$8I awclded to act in accordanco with the direclions“of RBI. Consequently, SBI
paid the sald sum of Rs. 706.9»‘?.73.‘179.5’8 to NHB without prejudice to their -

_n‘ghu.'Thls was on 13/6/1’92 Consequenlly; the currem account of late Harshad
.Mehta beadng No. 4/8710 was dabuted Consequontly. he Prednts in respect of 1%

chequs made In the saxd account stood reverqed

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

g,  Aftor filing of the patition, SBI filed Suit No.35 of 1995 against NHB for
rofund of an amoonl of l’{o.707,56,39.00/-. In that Sult, Harshad Mehta was
k jolned as Defendant No.2. howover no reliefs were claimad against him, In the"
sald Sult NHB had filed its Written Sta!amen! on 2/3/1996 where NHB reiterated
“'lnat the sald chociues worn account payee cheques which ware drawn by NHB
only in‘ !avow of.SB! and, therefore, Harshad Mehta was not entitled to tho’
"p'o"eeqs thereof land that the credit to and utilization by Harshad Mehta of tie
v:roceel’s of lho.sald chéquus consmutod conversion. Wxthout pre;udnce to their '
.:foraslated case. NHB had also pomted out that there were no security
transactlons betwoen It and SBI relating to the salg account payee cheques.
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
c' . ’ . ) ) s . .

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
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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
) Flnance Goverument of tndra New Delht and consequent upon which, the
dtsputes between SBt and NHB were emncably resolved vide Memorandum of

‘;..::’_ehlemgntvdated 30#1»0/200 Under the said Settlement SBI and NHB have

withdrawn elt allegetions an:t counter allegetrons made egelnst each other.

Hence those attegatrons and c0unter ellegatronsuln the o cnal Petmon do not

. Oltt

-urvive. Under the said Settlement SBI end NHB‘ agreed ‘o '[otntty pursue their
¢claim against Hersr\ed Mehla. Accordingly. the Petitton came to be amended and
MHB, who were odginal Respondent No 2in thts Petitlon have been tr‘ansposed
as. Petnttoner No 2. Thereforo by way of amonded Petntron both sel and NHb
row submrt that & Decree may be passed egelnst helrs of origlnal Respondent
No.1 (late Harshad Mehta) and in favour of dither SBI orin !avour of both S8l
nd NHB, At this stage, it may be mentioned that the Memorandum of Settlement

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

'Al‘thou;h'the Petition/Suit has been served on the halrs of late Harshad

Mehta, who are Respondent Mos. 19a), 1(b) and 1(c) to the Petition, the only
‘ R )ply tiiod by the mothor of latn Hershed Mehte end his son Is thet they have no
parsonal knowledge about the Issued involved. in the Petitlon/Su?t and that they
ara not having any share in tha estate of late Harshad Mehta 'His wife Mrs, Jyoli
3. [Mehta, who s also e‘Notiﬁed Party under the Speclal éourt Ae 992, has not
filsd her Reply The Amdavit af service of Mrs Jyott S Mehtn Is eken on record

ar d marked as *X*; , ‘ v' j Q '
EEYDINS &

4.Under R ule X, Rule ot ,the Clvil Rrocedure éode. the Court is

ampowered to give ~)udgment en edmtssion Under Rutee' where a’dm’lssions of

fact have been mede elther in the Pleudtngs or otherwtse the Court may at any
stage of the. suit, on the appllcatlon of eny party end wtthout wartlng for
derermination of any other question between the partles. make such order or give
such jJudgment as it may think rrt having regand to euch admxestone Moreover

undor OrderVrll. Rule § of Civil Procedure Code, rt is, inter alia, laia down that
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every allegation of fact in the plaint, if not den’_ied spectfically or by necessary
irnplication shall be taken to be adrnuttedvpro\iided that lhe Coun may at its -

discretion require any facl so admntted to be proved o’herwnse than by such
admission. In my vuew I, lhlS case, lhere is a categoncal adm:ss«on of la;e
Harshad Met ta of havlng rc-cofved the aloresand amount ot Rs. 706.97.73.179 68
from SBI. That admnssnon i borne oul by tho relevant extracl of Misc Application
No. 215 of 1993 mod by Hnrshad Mehta and Olhers against |lhe Custodian, SBI
and others Vide para 13 of M:sc. Apphcanon No 21S ofi 1'993 late Harshad
Mehta has s:ated that SBI nas clalmed Rs. 708, 97 73,179.68 from him. In that

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

706,97,72,179.68 from SE. However, he has stated that he had advanced loans
lo SBI unde. Double Ready Forward transactlons agalns! 11.5% Central Loan
2010 and lhal he had pald ar. excess amount of Rs 21.5 crores to S8lin April
1992 1o' whlonﬂ. ngm clalmed credit  as agalnst SBI's claim for Rs.

'. ”706 97,73, 179 68 In other words. in MISC Applncatlon No. 215 of 1933 late
'HarshadMenta admltsjhavlng recelved the said arnount from SBI but he prays |
‘!o‘r.de‘oucti'on of the amount to Rs.461.23.09‘588.57_on the basis of his counters
clolms To complete‘ lho chronology. late Harshad 'Meh!a thereafter. moved the
Special Court against SBI vide- Petition No 72 of 1995 on lh. hasis of the above
counar-c..''ms., Howovor vide order dated 7/5/1997 passed by Varava, J, (8s he
tha~ was) that Misc. Petitlon No.72 of 1995 came to be dismissed. Hence. SBI .
has succgeded In provlng the factum of receipt of t:he aforesald amount of Rs.
':Ou 97, 73 175.68 by late Harshad Mehta on tha basus of cateqoncal and
unoqguivocal admission o! late Harshad Mohla v:du Mlsc Applicatnon No.215 of
'199‘* Moreover, thore Is no denlal to the said admisslon Tnero Is no denlal from
'!\he helrs of late, Harshad Mehm to the clalm mado by the Petmonom on merits,
.. Therofore, the Court (s fully saﬂsred thal In thls case Decroo on acmisslon is
required to be _passed"!n favour of SBI.
5. Apod from this admission, this Court has taken the view recorded in the
judgment in the case of igim..Anﬁ_h_réﬁéﬂ&Eirla_néa.lﬁ.eulm_k_*mi‘éié_gaf
In Sult No, 11 of 1996 decided on 17{1{2002 that the findings of'JKR and JPC

ha\)c corroborative value. In this zonnection, the relevant exlract from the Report

of JKR is givan to Ex-L 1o tho Alfidavit dated 15/3/2003. This extract qives
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findings of JKR. Thesa findings clearly show receipt of an amount of
Rs.707,56,38,633.19 from 5Bl by late HarshadblMehla. In {act, the decree sought

is for a lesser amount of R3, 707,97.73,179.68 in view of the adjustments in the

cumrent account of late Ha'nshad\Mehta of Rs. 56.65.820/- as mentioned in para §
of the Petition, Simllarly, in the Report of JPC, 'extract‘ed in Ex-M to the said
Affidavit deied 15/3/2002, there is a.clear findipg that latn Harshad Mehta has
reselvaed R« 707,56,38, 03.3 19 from SB8I. Th eroro bo(h on the ground of
admlsslon by late Harshnd Mehta and ¢ the b sls of the nndmgs given by JKR '

ar.3 JPC, the following ordar Is passed,__

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 SBlto NHB on 13/6/1992 Inthe circumslances SBl would be entitled

to nnlenest at 15‘6 por annum from 13/6/1992 till payment Funher it
nceds’to be clarifiec:that In this. case admlsslons have been made by late
, Harshad Mehta ta §BI and the Petltloners,have.. therefore. submitted that
" the Decroo may ‘be passed.In _!ayout of SBI tv which NHB has no:
objectle{i; ”Lee‘j’r‘nod“ counsel for the Custodian has stated that the
Custodlan has no e-bjectlon if the Petition of SBI is allowed. Taking into

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

QRDER

P . . B . i

(a) ~ Thoro sheﬂ to Docroe on'n_dmis.éion in ‘ravour of SBI ~ Petlitioner
I No:1 In tha sum of Rs, 706.97,73.179.68 with interest at the rate "
1 ’M  of 15% be( er’m‘Um from 13/8/1992 (i.e. thc date on which SBI paid |
'.' | lliwel amount to NHB under the bire'étion of RBI) till payment,

(b) -~ No order us ‘o costs.
Accordlngly, the ahove Petition is disposed of,
Sd/- !

(S.H. KAPADIA, J.)
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