
NrHri- sPee1AL·couRr ·rcoN�r1r.u:reb u�oe:RrHe
. 
(TRIAL oF 

?fF}:NC·�,�:-��-1:�TINGTq' JANSf-CJIO�t�}N SgCLJRITIE� ACT ,19921 AT '

BOMBAY. 

/'
1
1SC PETITION NO 63 OF 1992 

•, ··Slate,,Oank of India, a Corporation 
incorporated undei the provisions ot· 
The:srare,Bank oC fndia·Act 1955 arid .. · 
·t,aving iis lo.cal head o'((icp ,;, ·staie Bank

.• Bbavai'l; Ma��me ·C,am:� ,Rq�,d;:;Sorr,bay ,; 
. 400 021 and a branch. office al Bomb·ay . 
. Sama9h;ar,:tv\a{g/·Etorpt>.a)'.,400.0?l. , . 

. . . . . 
- · - 2·. •-"'. · !'lafiorial "Ho\i�Jr19Jf aJik, ·ac.wholl_y owned ·) 

s�rbsi9iary ofll'\e Roserve Bank of India, ) 
..... , .·i_r:,�9.(p:9.r�1q¢.,\{.t\d.�r:.the,t-j4_J,1prry,�J H9��iq� ... > 

· B13r:tk:act,• 1�8t, h�\'!.ng HsrdRe_grstered off19e ) .. _a I e_.001�.�y, l\!,�.,�.u1lp.1QSi,. 3:;.:J'lqQ.,t,•��.1/.�,er .. } ... : 
...

. __ Nauman Roa_d. Bombay• 400 023· . . · ) •· · ·... Petitioners

1 (�) MI.;: ,Jyot,i H�·�;j:;a,lM�hta'. lnd\�n {nh�b!�'n'
i

:
.

· re·sidln9J!J�� ,JM;<,1,t-iuU. Dr1 Anni.� ,B,e;c!I')! .· .. :.
Road, ·worli, Munibz1i' 400 .018 a:nd ha\1ing·· 

. ho(offi.�e af,tiqsm,, M���r Cha,i:nQer V; :22'1 
·_ 

. 
Na'riman Point. .i-1urnb:ar� 400 d2'l · . ·: "'

1 (b) . Mr:,Aatur H,a'r•�had'M�hta:
1

1hdlarftnhaBrt�hl .• y'' 
.·. rosldirig al 32,Madl,uli O,r. Annie Bcsanl' .· ) 

Rciod, w;,rti,Mi.1mbJl 1�tio:91Ef i:hid"tfa�ing •:•,/) . '· 
-. : his offide al 1201�/6, �•aker Chantt-or V, 221 ) 

Nurlinan Point. Mumbai'- 4·00,021 :· ,•,, ,, ..... 

1 (c) Mr�/Ra-sU a'Shar'!tilai°'fl,lohta Indian lnhabiant .. ')
r9sid,ng at'32, M.acihO,li., Qr. Anni� s·e·sant·- ·) 

2. 

Road, ·Worli. Mumbar,4·00 018 nnd.h�ving )· 
her office a( 1205/6, Ma er Chamb�rV, -221 · ) 
Na1iman P6Iht. MutnbE1i - 400 .. 02,1.•· .', .. ' . ): . . , .  

. ' . � - . 

. Mr: AK. Menon; t11.e Custodian, :appoi,Hed. .). 
unde·, the Special Court (Triaf"o(Oc<oncos ..· ) 

· . R:olaringcto 'Trnns-ac,li,ons. in .Socurltios-,lA<;h , . >,
. • 19�2. h�ving his Oomb;iy office al 27 Ooor, ) 

· Stockex·ch�i:l:ng_Eh 013faLStreot.,.Bqmbay 400 .oo 1 ) , .. Rospo,,dents

Mr::< s Co,,pcr., s\?nior CQUl)S€1I with Mr. Jann'< ().,..,,an<adas, _senior counsel and 
Mr T.K. Coc,pcr ilb · Little & Co., for State Ba.nk of India I Petit:oner No.1 

Pntititoner No.2 and' aovdc81es absent • 

Rospondent N:3s. 1 (a) to 1 (c::) absant thougn served, 

Mi. G.R. Joshi 1/b Mis. P.M:·c\ Mithl &·Co. for the Custodian 

CORAM: S.H. KAPADIA J. 
JUDGE. SPECIAL cour-

“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 liable only to the extent of inheritance from the 
estate of HSM.”
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ORAL JUDGMENT: 

DATED · 2t"0 APRIL 2003

1. This is a Petition/Suit under the special Court (i·rial of Offences relating

to Transa.ctions lri $ecurities} Act. 1992 for recovery of an amount ot 

Rs.774,90.52,482.17       with further interest on principal sum of ·Rs

706,97;73, 179.68 from tno date of filin.g or the PetitiontS�1it till pay.:0ent 

�AQINGS: 

• 
I I 

2. The Petition w�s filed on 26/f1l15i92. Petitioner No.1 is SBI. Petitioner

No.2 ls NHB. Qrt�inat. Respondent .No,1' -• Harshad S. Meht-a �xpired on 

31/12/2001. His legal heirs .�nd rt,presentative·s have been brought on record. 

The)' :are Respondc,nt Nos. 1 (a) 1(b) and 1 (e). They are Hable to the. extent . 

·of .;·their lnherit�.nye. lLl� .. J•Uegod that duting October, 1991 to March. 1992. late

. H�rs�ad Moht� 'gave1 to SiBl for r�alizatlon 13 cheques drawn on RBI where

·· $81- -wo·� :,t:a'iod:·t<'r�bo· tho payee. Those: were account payee ehoques. Full

par�lculars of .those .cheques aro givon in Ex.A to the petition. In all, there

�ro 13 . cheques totalln1;1 rs. 707 ,56.38.633.19. Accc.rdlng to SBI. the sa,d

cheqL1o·s hed no connoc·lion to any co11tract between S81 and NHB .. That.

in cccordunco with the d:roctions of late Harshad Mehta, who had brought

thoso cheques, SBJ ronlized tho said : choques and gave late Harshad

Mehta c��di.t ror Rs.707,56,38,633.19 and allowed him to utilize the ·said

amount which he did.

··••.•·· 

:According. to .NHD (Orig. Respondent N·o.2). tho said cheques wer!J

dol�otd In ros�ct of aoeurltles transactions between S81 and NHS . and.
therefore •. Harsh�d Mohte was not authorized to give_ directions for disposal of

tho 3emo: Accor�lng to NHS, there woro entries in thoi[ �£.:gister or Transirctions · 

which ·Indicated that the i::heques were delivered In respect · of security 

tronsactlon,··· petween S81 and NHS. That; in May and June, 1992. 

c..��es.ponden�e was exc11anged' between se·1 and NHS in relation to the 
- -· - · --- -· ··· - -· -·- · -· · · - ·sa:-ct· ·c1'-re-ques·· a-nd- -in •-t�.e .. ��id correspondence. Sf:31 dtd not accept the

contf:Jntion or NHS that the said cheques were 9iven in respect of 

... 

,, 

' 

I 1.1 .' I 

.. ... . ..-: .. 

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight

Admin
Highlight



securities· transctions. ·,hat� correspondence was also exchanged oetwc�,�

SBI and RBI in rospo::t or tho said cheq'ue� 

581 ul.tio:iatoly r�covered the amounts from Harshad Mehta but. 'RBI 

dirociod and cotr9.g us:,on SBI to pay the said amount to NHS as accord_ing 
. . ' 

to RBI tno suit cheques could not have ·beon credited to the account of . 

Harshac! Mehta and, th<•rofore. SBI was liable to pa·y the said amounts to NHB' 
. • l I ,. 

• • r • � 

This was the . stand tii•�en by RBI. All tt\e aforesaid circumstaneos were 

considered by the Board .of Directors of SBI. 8-y a resotutic:,n dc!ted 11/6/1992. 

SBI at.,clded to- act In ace.:1:>rdance wilh the directions: of RBI. Consequently, S8I 

paid the said sum of Rs. 706,97. 73,-179.68 to NH� without prejudice to their 

right�."Thls was· on 13/6/192. Consequen.tly, tho current account of late Harshad 

. Mehta bearing No.4/871 O was debited, Consequontly, 'tn� r.redits in respect of 1 � 

chequs rriado In the said account stood reversed. 

,. :In the -1:lrcumstanc:es, tho present Petition/Suit: ls filed by S8I. The 

prese,.: P.stltlon/Suit wa·s 1:>riglnally filed by, SBI against:NHB and Harshad Mehta 
. 

. 
, ' 

.. . . 

on 26/11/1992 for recov_or,1 of the aforestated amount oJ Rs.706,97,73, 179.58. 

Aftor filing of tho petition, SBI filed Suit No.35 or 1995 against NHB for 

rotund of an amount of l�a. 707 .56,39,00/-. In that Sult, Harshad Mehta was 
. ti' 

joined 81\ Defendant No.2. however. no reliefs were claimed against him. In the· 
. . 

said Sult, NHB had filed Its Written S.tat.e.ment on 2/3/1996 where NHB reiterated 
- .. . . -�- . - . ".'': · .. �- -- ;

. . ... 

tnat the said cheques wert:1 account payee cheques whlcti wore drawn by NHB
I 

. 
•. 

I 

. �nly in; f&vour or: SBI and, therefore, Harshad Mehta wos not entitled to the

--�ro:ee?s thereof \and that tl'°'e credit to and utilization by Harshad Mehta of t:,e 
l

. I - -

-;,rocao�s of tho $Bid ch�quos constituted conversion. Without prejudice to their 

,1forest&ted cRse, NHS had also pointed out that there were no s-ecurity 

transactions between It and SBI relating to the salC:S ae·count payee cheques. 

That, twv of Its officers h�d fraudulently handed over the said cheques to late 

Harshad Mehta while maK·lng it ai,pear that they were related to_ security 

transactions between SBI and NHB. That, there was no contract note, delivery 
t 

. 
. 

. 

. 
... 

' 

6 ·der or BR regarding the s1:1id cheques. Arter the above Suit No.35 of 1995 

came to be filed and purs_uant to_ the directions passed by the Special Court on 

0 

'3. 

Admin
Highlight

Admin
Highlight



4/6/2002 and consequent upon the order passed by the Apex Court on
. . . ' · 23/7/2002. :t1e disputes between S81 and NHB were referred to the Ministry of

• Finance, Gvvemment of India, New Delhi an�. consequent upon which, ,the
- • 

.- t ' ' 

ijisputes between SBI anc!. NHS were amicably re$olve� vlde Mcmoran.dum of

-·- -..... :3_etJl�ffi�r:i\. gatEl!.� 30t-'W)/2004'.. Under the said Settlement, S81 and NHS have
. . . -·•·• ·-..... ,. �.:_1· .. � ; .-.. _.-�:.. - .: .• ..... ··�-- , • 

wlthdrown. all �llegaUo�s. ·�nd counter alle.,iauons madJ against · each other.
Hence, t.hose a11egations .ari,d counter allegations ii� the o,'!�inal Petition do not
• . . 

•.· .. • . I• . I ·•.·• . ' . 

,:1urvlve. Under.'the said Se,ttl�,ment, S91 and NHB agree� lo )olriuy pursue their 

c:laim against Harshac:f Mehta. Accordingly, the Petition cama to be amended and 

MHS, who w�re origir·1al Resp,:mdent No.2 In this' Pe
0

tltlon hav'u been transposed 
·,·. , ' 

. 

us PetiUoner No.2. Thcref()rt), byway of amonded Petition, b�lh S81 and NHb 

r1ow submit that a Decree may be passed against heirs :of original Respondent 

No.1 (late Harshad· Mehta) and in favour of oither S81 or in _favour of _both S81

Mc NHB. At.this stago, it may be mentioned that the Memorandum of Settlement 

· b,ic.ama part of the order of tho Supreme Court dated 1/1112002. .. 

·Althou�h the Petltton/Sult has been served on the holrs of late Harshad

Mohta, who are Respondent Nos. 19a), 1(b) and 1(c) ,to-��� Petition, the only 

R lPly �iiod by the mothor of lall!l HEu'shad Mehta and his son Is that t�ey have no 

porson:il knowledge about th<1 Issued involved in tho Petition/Suit and that thty 

ar a ,r,ot having any shate In thci estatEt of late Hershad Mehta His wife Mrs. Jyoti 

;3. �v-teh\�• wt10 Js al�o a 'Not_ific,cLParty under the Special Court A�, 992, has not 

n:,;d her Roply. Th� Affidavit c,r sorvlce of Mrs. _Jyoti S,. Mehta la ·aken on record 

ar d marked as •x�: 

fli�; 

4.Under � ute XII, R-ute 1J of the Clvil Procedure Code, the. Court is

empowered to give jµdgment c1.11 admission. un.der Rule 6, wtiere admlssl_ons of 

f ac.1 have bee� ma�e· either In the,. Pleedi�gs or :othe�$8, the �ourt may at any. 

-�t�iga of the. !>Uit, on.
1 

the application of any party · and without waiting for 

deiermtnation of any other Que:;tlon botwoon the parties. maka s.uch order or give 

su,:h judgment as it may think nt, having regard to such admisslonG. Moreover, 

undor Order Viii. Role 5 of Civil Pro.cedure Code, it is, inter alia, laia down that
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every allegation of fact ir1 the plaint. ,r not deri_ied specifically or by necessary 
implication shall be takE1n to be admitted pro�ided that the Court may at ,ts 

disc,otion require any fact so admitted to be f roved o:herwis� than by s�ch 
. . . . . ' 

admission. In my view, 1r. this case. there is a categorical admission of late 
Har$had Met.ta or h�y�ng rncolved the aforesaid amount ot Rs; 706.97.73.179 68 

, from SBI. T_hat admission it; borne out by tho relevant extra;t of Misc Apphcat1on
• 

N�. 215 of 1993 filed by Hnrshad Mehta and Oth�rs against the CustQdian. S81
• 

' I  I : 

and others Vide · para 13 or Misc. Application Nb.21 s ofi 1'983, late Hat'$had

Moht3 has Si�tod that $81 tuis claimod Rs. 706,97, 73,179.68 from him. In that

Application, late Harshad Mehta has admitted :the factum of reee·ot of t"$ • 

-

7P8,9.7.,n,179.68 from SE:I. However, he has stat�d that he had advanced loans
! 

to SB( under Double ·Ready Fc,rward transactl�ns against 11.�% Central Loan

�?010 arid ttia(he· had paid ari excess amount of Rs. 21.5 crores to S81 ln April,

1992 f O' · which. he claimed credit 
...... l'•• ,. ••· • • --- 't .. • .,, ___ .,... • • 

as against SBl's claim for Rs.

706,�7,73, 17�.68. In other words, In Misc. Application No. 215 of 19'93, late
. .'·•• ' '  " . 

Harshad"· Mehfa admits having received the said a,:nount from SBI but he prays 

rc,r deduction of the amourit tc, Rs.461,23,09,586.57 on the basis of his counter• 

ct.�ims . To comple_te the chronology, late Harshad Mehta thereafter. r:noved thf' 

S.pecl£1l Court against SBI vide• Petition No. 72 of 1995 on thb ._.asis of the ab�ve

ccur-oH,::'rr,s. However, vide ,:,rdor dated 7/5/1997 passed h,· Variava, J. (u ho

tth; '", was) thac' Misc. Potitle>n·No.72 of 1995 came tf be disrr.lssed. Hence, S81

�-�$ tu�9-�eded In proving the f act�m of receipt of the af oresald amount of Rs. 

i'Ot3,97,73, 17S.68 by late Harshad Mehta on th� basis of categorical and 

unoquivocol admission of l11to_ Harshad Mohta vidv Misc. Application No.215 of 
l 

I 

119�13. 1-.,,oreover, there Is no de(1ial to the
. 
said ad

.
ml�sion. The� Is

. 
no d

. 
onlal fr

.
om

-\he,hel(S �A .tale. Harshad Mehta to the claim made by the PeUtlonera on mertta. 

.. Yherofore. the Court ts full�( satisfied that In this case Decree on ac'T'lsslon Is 

required to be passed'in ravour ,:)f S81. 

5. Apart fro!Tl this admission, this Court has talten the .view recorded In the

,iudgment in the case o( �;� Andhra Bank Financial Serylcys �lmited & Ors,

ln aiill...t:lQ.a..1.1...2.U.2i2.. decided ,,n 17/112002 that the findings or JKR end JPC

have corroborative value. In this i::onnoctlon. the relevant ex-tract from the Report

or Jl<R is givon to Ex•L tci tho Affidavit dated 15/3/2003. This extract gives

. .

-,, ...... .... 

. ' .. , . 

,,, - - - - '• •- -• •. •.- • - -- - I ' ► 
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t • 
t • 

r:ndings of JKR. Thoso findings clearly show rece,µl or an amount or 

Rs.707 ,56,38,633.19 from :SBI by late Harshad Mehta. In fact, the decree sought 

-is for a lesser amount of R:J. 707 ,97 ,73, 179.68 .1in view of the adjustments in the 

current account of fMe Hamhad Mehta of Rs. 58,65,820/· as mentioned in para e, 

tJf tho Petition. Simllady, 1.r, tho Report of JPC, extracted In Ex-M to the said

AffidEivit d�t�d 15/3/20
. 
0:2,

; 
thero is a. clear flnditg that lat�_ Ha rs had Mehta has

re,:f)lvod .  R�.707,56,:38,Cl3t3.19 from S81. Tho eforo, bot!) on the ground of 

adml:\slon by late Harshmd Mehta and on tho b sis of tho t'indings given by JKR · 

ar.d JPC,.the following ordor Is passed
! 

5. 3efora concludfn.;�. it may be mentioned that pur$uant to the directions
, �· - l , , • • 

given b RBI vide lotter dated 26/5/1992; Rs. 707,56,38,633.19 was paid

by SBI to �HB on 13/8/199i. In the circumstances, SBI would be entitled··-····-·- .... - ... _ . 

to· interest at 15% por annum from 13/6/1992 till payment. Further , it 
I ·.' . . '  I • 

ne-ods·to be clarified.that In this case. admissions have been made �Y late 
• .  • • . . .. . 

• I 

Harahad.Mehta le> SSI and the Petitioners have .. therefore. submitted that 
. .  

tho Decroo may bo passed ,.In favour. of SBI to which NHB has no· 

objection. Leamod" counsel for the Custodian has stated that the 

Custodian has n6 <:1bjectlon If the Petition of SBI is allowed . Taking into 

uc¢ount all tho above facts, the following order Is pa.ssed: 

QRQER 

.(cl) Thoro shall bo Docroe on od:nis�ion in favour of S8I - Petitioner 

No: 1 In thcl sum of Rs. 706,97, 73,179.68 with interest at the rate 
.. 

od 5% per annum from 13/6/1992 (I.e. tth:: rlate on which SBI paid

the ti mount to NHB under tho dire'ction of RSI) till payment. 

(b) No order (lS ·io costs.

Accordingly, the above Petition Is disposed of. 

Sdl• 

(S.H. KAPADIA. J.) 

I. 

I • I , I 

'. I 1• 
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