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INTRODUCTION

I, the Chairman, Committee on Public Undertakings having been autho-
rised by the Committee to present the Report, on their behalf, present this
Sixteenth Report on Jute Corporation of India-Economic Offences com-
mitted by Jute Trade and Jute Industry.

In order to examine the various aspects of the functioning of Jute Cor-
poration of India in depth the Committee held as many as 30 sittings. The
Committec have already presented five Reports on the subject of Jute Cor-
poration of India viz., Third Report (6th Lok Sabha) on ‘Jute and Exploi-
tation of Jute Growers; Eighth Report (6th Lok Sabha) on ‘Government's
unfair pricing policy for raw jute’, Twelfth Report (6th Lok Sabha) on
‘Back to Back Arrangement for sale of Jute to Jute Mills’, Thirteenth Re-
port (6th Lok Sabha) on ‘Procurement and Marketing of Jute by Jute Cor-
poration of India’ and Fourteenth Report (6th Lok Sabha) on ‘Organisa-
tional Matters’. This Report deals with economic offences which are so
widespread committed by Jute Trade and Jute Industry.

This is a special Report and indeed a very revealing document which
exposes the magnitude of loot by some of the topmost business houses by
depriving the country of its legitimate carning of foreign exchange and
cheating the Exchequer—with them there are some senior officials who col-
lude and shield them undoubtedly for big considerations. Both need to be
dealt with firmly and ruthlessly, otherwise we shall never be financially self-
sufficient and will continue to be one of the topmost debtor countries in the
world. The minimum prices of raw jute fixed by Government as also price
being offered to the jute cultivators have been much too inadequate and on
the pretext of maintaining the so-called “viability of Jute industry” and
protecting export market of jute manufactures from an imaginary ‘“dele-
terious effect” of any increase in prices of raw jute ignoring widespread eco-
nomic offences and corrupt practices that are prevalent the price of raw
jute have been artificially depressed.

While the poor jute grower is provided with practically no credit facility
even for his inputs, the big jute industrialists and jute barons are, for rea-
sons unknown given most charitable and liberal credit in onc form or the
other at a concessional rate of interest. In addition, substantial export sub-
sidy in different forms is also given to the jute Industry by the Government
in order to make export of jute goods profitable.

There have been numerous complaints of malpractices indulged in by
almost all the leading exporters of jute manufacturers depriving the Indian

)
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Exchequer not only of the tax revenue but also draining the economy of
the country of the precious foreign exchange and the black monecy thus
generated was mostly utilised for smuggling purpose. The inquiries made
by the Committee in this regard have revealed many very disquieting features
which are not so much due to any flaw in the respective enactments made
by Parliament as due to the senior top officials of the Government including
those belonging to the Enforcement Department, Central Board of Revenue
and Central Board of Excisec and Customs all under the Ministry of Finance
adopting what appear to be corrupt practices mostly in collusion with habi-
tual big economic offenders.

It is amazing that in a span of 10 long years not even a single person
in jute trade which is seething with malpractices and economic offences
violating Foreign Exchange Regulation Act was prosecuted. Neither there
is cven a single instance where the maximum penalty had been imposed
inspite of the fact that some of them were found to have repeatedly violated
Foreign Exchange Regulation Act. This is inspite of the fact that an exer-
cise was made to tighten the Foreign Exchange Regulation Act provided for
the prosecution of economic offenders without prejudice to any award of
penalty by the adjudication officer.

It is amazing and regrettable to note that maximum penalty was imposed
and prosecution was also launched against the then Member of Rajya
Sabha during emergency, just for overstaying in a foreign country, while
the professional and veteran economic criminals were allowed to go un-
punished. It appears as if the Enforcement Directorate was not meant
to detect or prevent economic offences which have serious deleterious effect
on the country’s economy but more to shicld the economic criminals but also
to act as a tool for fulfilling personal vendotta and political vindictiveness.

The cases mentioned in this Report covering a very short limited period
are only those which came to the Departments by chance detection and
ex-post facto scrutiny of records. These instances of economic offences
committed by the captains of Jute Industry show oaly the tip of an inceberg.

The deep involvement of a number of topmost officials in the Enforce-
ment Directorate, Direct and Indirect Taxes establishments and the way
they use the Ministry of Law to achieve their ends go to show that the tem-
ptations and inducements are very great. If the Government is serious
to put an end to all these malpractices draining foreign exchange and evasion
of taxes, the only way out is to award deterent punishment to habitual
economic offenders as well as to the officials who collude and shield.

Such offenders must also be deprived of credit facilities provided by
Nationalised Banks and other financial institutions so that their capacity
to indulge in heinous economic offences is effectively contained. In fact



(vt
giving financial assistance to such person would amount to adding fuel to
the fire and strengthening them.  Individual/Firms/Companies which are
guilty of offences under Foreign Exchange Regulation Act involving more
than Rs. 20,000/- should never be allowed to be member of any Committee,
body or organisation in which Government has any direct or indirect
financial contact. Important personalities like President, Prime Minister,
Ministers and other VIPs should not participate in any public function or
ceremonies with which such economic offenders are directly or indirectly
connected

It is earnestly hoped that the Government would promptly and faithfully
implement the suggestions of the Committee so that unhealthy trends that
are creeping up in the economy may be reversed.

It is also necessary that Government should immediately consider taking
steps to setting up of economic intelligence agencies in important foreign
markets and at the same time strengthening Jute Corporation of India to
function effectively as a regulatory, fact finding and marketing organisation
eliminating all kinds of malpractices especially those relating to violation of
foreign exchange regulations.

The Committee wish to express their thanks to all official and non-
official organisations for placing before them the materia] and information
they wanted in connection with the examination of Jute Corporation of
India.

The Committee considered and adopted the Report at their sitting held
on 24th August, 1978.

August 29, 1978.
Bhadra 1, 1900 (Saka).
JYOTIRMOY BOSU,
Chairman,
Committee on Public Undertakings.



REPORT
I
INTRODUCTORY

The Jute Corporation of India incorporated on 2nd April, 1971 started
functioning on the 25th September, 1971. According to pronouncements
of the Government at that time the primary object of setting up the Cor-
poration was to ensure for the grower a better price than what he was
getting by a process of elimination of the many tiers of intermediaries then
operating in the jute market.

2. The Committee examined in details the working of the Jute Cor-
poration of India and have already presented five Reports covering various
aspects of the working. The Committee’s examination revealed that jute
traders and jute industry continue to hold the lever everywhere. It is regret-
table and most unfortunate that the influence of jute barons has penetrated
deep into almost every agency which mattered in the jute trade and industry.

3. In their 8th Report dealing with the Government’s Unfair Pricing
Policy for raw jute the Committee have observed that the minimum prices
of raw jute fixed by Government as also price being offered to the jute culti-
vators were much too inadequate. On the pretext of maintaining the so-
called “viability of jute industry” and protecting export market of jute
manufactures from an imaginary * deleterious effect” of any increase in
prices of raw jute, the price of raw jute has been artificially depressed.

4. In their 3rd Report dealing with the Exploitation of Jute Growers,
the Committee have noted that whereas the poor jute grower, who is the
actual producer of the golden fibre, is provided with practically no credit
facility even for his inputs the big jute industrialists and jute barons who are
the owners of the jute mills are for reasons unknown given most charitable
and liberal credit for purchase of jute for processing of jute and for export
of jute goods. Loans at lower rates of interest are given for capital invest-
ment for modernisation, diversification, expansion and rehabilitation of jute
industry. The industry also enjoys credit facilities for export in the
shape of pre-shipment export credit as also “post-shipment” export credit,
from commercial banks at a concessional rate of interest. Cash compensa-
tory support to Jute industry is also provided by the Government against
export of jute goods. The poverty striken starving jute grower is, how-
ever, left high and dry.

5. The Committee have further noted that the coverage of raw jute tsade
by jute Corporation has been very insignificant. Even every limited
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number of purchase centres of Jute Corporation of India are
all located in the secondary markets. On the other hand the agents and
agencies of private jute traders and jute industry are spread all over the
jute growing States and even in the farthest interior villages. As a result,
the private traders in jute are able to adjust the programme of purchases of
iute from growers and to manipulate prices and other things in such a
manner that they are able to procure the fibre at the cheapest possible
rates. The jute trade thus operates totally in the buyers market .

6. During evidence, the Jute Commissioner had also informed the Com-
mittee that the first mal-practice from the raw jute angle was that the mills
having unlimited, unaccounted liquid cash corner the stocks. In regard
to the generation of black money the Jute Commissioner stated “l would
not be able to say anything about the quantum of black-money generated,
but I have no doubt whatsoever that the money which goes into the raw jute
trade all of it cannot be white money.”

7. The Jute Corporation of India Officers’ Association in their Memo-
randum stated as follows:

“The Jute Industry though professes the need for stabilisation of
raw jute prices, yet do not hesitate even to flout the statutory
minimum support price announced by the Government  of
India and manoeuver the market through their own agencies
and the middlemen who purchase raw jute in the agencies below
the minimum support rates. Such purchases, however,
do not figure in the books of accounts of either the mill agen-
cies or the middlemen but the benefits of purchasing at a low
price are shared between the middlemen and the industry. The
industry, in turn, also do not show purchases of raw jute below
the minimum rates in their books and the whole transaction of
jute generates blackmoney to a substantial extent every season.
* * * + This sort of transaction is not only unhealthy for the
entire economy of the country but also undermines the jute
economy, in particular, since it deprives the cultivators of the
economic price on one hand and weakens the competitive
strength of the Indian Jute Goods in the international market
on the other.”

8. In their 12th Report dealing with the Back to Back Arrangement
for sale of jute to jute mills, the Committee have noted that from 1973-74
to 1975-76 (May, 1976) the Jute Corporation of India supplied jute onm
credit to various mills, the sale price of which was determind on a cost plus
basis. under arrangements known as Back to Back Arrangements. The
Committee found that a cloak to secrecy was allowed to envelop the origin



and the logic of this scheme. Obviously the system was designed to allow
the jute industrialists to derive substantial benefits at the cost of the

exchequer.

9. On a scrutiny of the accounts of the Jute Corporation of India—the
Committee found that as on 30th June, 1977 a sum of Rs, 22.66 crores
was outstanding against various mills to whom the Corporation had been
supplying jute on credit from time to time.

10. The Committee have concluded that the entire scheme of back-
to-back arrangement was not more than a device to constitute another agency
to serve the jute industry engineered by a handful of crafty jute industrialists
to serve the selfish interest of a few individuals in the jute industry at the

cost of poor Indian citizens.

11. In regard to export of jute goods, the Jute Corporation of India
Officers’ Association has stated as follows:—

“The carpet backing exports account for nearly 30 per cent of total
jute goods exports of the country. Out of total carpet backing
exports the share of the American market is about 90 per
cent. And 90 per cent of our carpet backing exports are
handled by 10|12 importers in America and abcut 15 export
houses in India. In this situation it is no wonder when the
underinvoicing and foreign exchange manipulation are reported.
The Government of India for quite sometime have fixed a
minimum price for jute carpet backing. During the Bangla-
desh crisis and till Bangladesh could organise production on
her jute mills, it was of common knowledge that carpet back-
ing was selling in the international market at prices higher than
the fixed minima. Unfortunately no contract during that time
was registered at a price higher than the minimum. But
when Bangladesh organised her production and started under-
cutting Indian carpet backing, the captains of the industry made
repeated trips to Delhi to extract export subsidy from the Gov-
ermnment. It is felt that in the interest of both jute and the
country’s economy this type of foreign exchange manipulation
should be stopped for ever by canalising carpet backing exports
through the Jute Corporation of India”.

12. The foregoing narration of the findings of the Committee and the
facts placed before them indicate that the Jute Corporation of India was
rendered imeffective in its functioning and shows how the Jute industrialists
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who are alleged to indulge in all kinds of malpractices in internal trade as
well as export of jute and jute goods, derive substantial benefit from the
Corporation to the deteriment of the national interest. The Committee
therefore considered it necessary to find out the extent of malpractices and
how far the agencies of the government which are charged with the adminis-
tration of various enactments made by Parliament to safeguard our econo-
mic resources and tax revenues have been effectively functioning so far as
jute industry was concerned.

13. In order to probe into this aspect of the matter, the Committee have
heard the representatives of various agencies of the Ministry of Finance
dealing with economic offences viz., the Enforcement Directorate, the Board
of Central Excises and Customs and the Central Board of Direct Taxes.

14. As the following paragraphs will show the investigations made by
the Committee revealed many disquieting features and these are not so
much due to any flaw in the respective enactments made by Parliament as
due to the Senior top officials of the Government adopting what appears to
be corrupt practices mostly in collusion with habitual economic offenders.
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ECONOMIC OFFENCES COMMITTED BY MANY LEADING JUTE
EXPORTERS UNDER THE FOREIGN EXCHANGES REGULATIONS
ACT

15. There have been numerous complaints of malpractices induleged in
by the leading exporters of jute, both Indian and foreign, soinetimes
independently of each other and sometimes collusively with a view to
keeping apart foreign exchange earned on the sale of jute goods abroad and
thereby depriving the Indian Exchequer not only of the huge revenue but
also more importantly draining the economy of the country of the precious
foreign exchange it has actually earned on the export of jute goods besides
depriving shareholders and the workers of their share. It is also alleged
that the black money thus generated is mostly utilised for smuggling

purpose.

16. The agency to check these malpractices is the Directorate of Enforce-
ment. It might be pertinent in this connection to recall that the Foreign
Exchange Regulation Act, 1973 was put on the Statute Book after repealing
the earlier enactment of 1947, with a view to tightening up the machinery
for preventing abuses relating to leakage of foreign exchange. The State-
ment of Objects and Reasons of the Foreign Exchange Regulation Bill
itself declared that the Bill had been drafted for effective implementation of
the government policy and for implementing the recommendations of the
Kaul Committee on Leakage Foreign Exchange through Invoice Manipu-
lations as also the recommendations made in the 47th Report of the Law
Commission on the Trial and Punishment of Social and Economic Offences.
In this context the Enforcement Directorate has been given a very significant
place and invested with extensive powers such as those mentioned in Sec-
tions 33, 35, 37, 38, 39, 40, 41, 42, 43 of the Foreign Exchange Regulation
Act, 1973, viz., power to arrest, seize documents, stop and search convey-
ances, power to summon persons and examine them on oath, keeping custody
of documents, adjudication of offences, etc. But as the instances referred
in the Appendix T would show the Enforcement Directorate have belied
the high hopes placed on it and have desperately failed to curb the nefarious
activities of foreign exchange evaders particularly in the jute industry.

17. In the case of Acharya Brothers; Kanoria & Co. Ltd., Reliance Jute
Mills Ltd., Jardine Henderson Ltd., Thomas Duff & Co., Bunge & Co. Ltd.,
even though several years had elapsed since the issue of show cause notices,
the adjudication is still pending on the ground that the matter is sub-judice
in the Calcutta High Court. In cases of Reliance Commercial Corporation,
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and their Partners, and Reliance Textile Industries Pvt. Lta., the hearing
of the cases is stated to have been completed, but the adjudication order is
under issue. In case of Louis Dreyfus and Co. Ltd., reportedly a notorious
international racketeer, a penalty of Rs. 16 lakhs was imposed on the
Company and a penalty of Rs. 50,000/- on their local Manager of the
Company for under-invoicing of export of jute goods to the tune of
£ 2,41,066 and these penalties still remain unrealised on the pretext that
the party had preferred appeal to the FERA Board.

18. The Committee maturally expressed great anxiety at the delay in the
disposal of these cases which had resulted not only in the party gaining
interest on the retained amount equal to or.more than the foreign exchange
but also the penalty payable thereon and the risk of the money being
realised. In fact, in the case of Acharya Brothers, the following extract of
the evidence given by Shri S. B. Jain, Director of Enforcement confirms
this fear about to the delay that had occurred. The Director of Enforce-
ment stated:

“The first case is that of Acharya Brothers. The amount involved
is Rs. 1 crore. Date of issue of show-cause notice is
10-11-1967. As regards the result of adjudication, before it
could be taken up the Calcutta High Court granted a stay in
1968. Single judge of the Calcutta High Court discharged it
on 30-7-1972. The party preferred an appeal before the
Division Bench which is still pending”.

When asked:

“Do you know the head man of this firm has died. So, this one
crore has gone down the drain. Who are the partners of
Acharya Brothers?”

Shri Jain Director of Enforcement stated:

“Sarvashri J, D. Acharya; B. D. Acharya; H. P. Acharya and
K. K. Acharya”,

Shri T. N. Kaul, Dy. Director, Enforcement Directorate, Calcutta, added:
“Tt is not doing any business".

19. When asked about the delay in pursuing this case the Director of
Enforcement (Shri Jain) pleaded that because the Calcutta High Court
gave a Stay, the Directorate was helpless. When the Committee asked him
what action he took to move the Central Government Solicitor to have the
Stay vacated, Shri Kaul, Deputy Director Enforcement, Calcutta stated
“We have been reminding the Central Government Solicitor about it
frequently”.
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20. However, this statemeat has been contradicted by the Law Secre-
tary, Shri .- Venkatasubramaniam, who appearing before the Committee
deposed: “It is a fact that there had been no reminder to have the
stay vacated”. The Joint Secretary of the Law Ministry Shri B. S.
Sekhon stated: “After 1972, there was no further communication that
further action should be taken to expedite it.” The Ministry of Finance
subsequently informed that apart from oral reminders, a letter was
written on 11-3-1977 to the Central Govt. Solicitor.

21. The Committee is of the opinion that the Officers of the Enforce-
ment Directorate Sarvashri S. B. Jain and T. N. Kaul, had misled the
Committee, in so far as action to get the stay vacated, is concerned. The
Committee would have remained under the wrong impression had they
not got this information cross-checked from the more dependable witnesses,
i.e., the Secretary and the Joint Secretary of th¢ Department of Legal

Affairs, Ministry of Law.

22. In one case, a penalty of Rs. 16 lakhs was imposed on Mis. Louis
Dreyfus and Rs. 50,000 on its local manager by an order dated 23-5-1977.
The party was given 45 days time for pavment of penalty for which there
was no legal authority. The party filed an appeal with the Foreign Ex-
change Regulation Appellate Board without depositing the penalty amount
and approached the Directorate of Enforcement to keep the recovery
proceedings pending on the ground that they were requesting the Appellate
Board to take an early decision on their request for Stay. On being asked
as to what action was taken by the Directorate on the request of the party,
the Enforcement Director (Shri S. B. Jain) informed the Committee during
evidence:—

“We gave them time upto 15-12-1977 that they should either ob-
tain the order of the Foreign Exchange Appellate Board or
the Department will proceed with the recovery.”

When asked further as to why a party was helped to get a Stay order, the
witness stated as follows: —

“When the matter is before a higher appellate body, generally it
has been a practice that sometime is given.”

The net effect is that the penalty of Rs. 16 lakhs imposed on the party
remains unrealized.

23. In fact Shri Jain tried to take shelter under the Foreign Exchange
Regulations Act, 1947 which when read out to him was found to con-
tradict him. Even the new Section 52, permits appeal only on payment
of the deposit and it is only as an exception under the proviso that the
payment may be waived in case of genuine hardship and that too by the



Appeitate Board. The Directorate of Enforcement assumed to itself ar-
bitrarily powers which it did not possess and as if it was done with a view
to help big foreign exchange offenders.

24. From the file furnished to the Committee, it is noted that only
in January, 1978, after the Committee examined in detail Shri S. B. Jain,
Director of Enforcement, a Certificate has been issued for the recovery of
penalty as arrears of land revenue.

It is evident that but for the Committee’s intervention the certificate
of recovery might not have been issued.

25. The cases illustrated below show where offences of violation of
Foreign Exchange Regulation Act have been registered under Sections 4,
5, 10, 12 of the Foreign Exchange Regulations Act, 1947 and Sections 8
and 9 of the Foreign Exchange Regulations Act, 1973, the action taken
by the Directorate has revealed a pattern of delayed adjudication and a
low penalty in big cases and entirely different treatment given to small
cases. The following arc some of the illustrative instances:
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27. It is further observed from the statement furnished that in several
cases in which show-cause notices were issued as far back as 1967, 1968 and
1969, have been kept pending on the ground that investigations have been
kept in abeyance pending decision by Calcutta Court in similar cases. The
Committee cannot understand how investigations could be kept pending
when there is no writ in these particular cases, no stay obtained thereon, and
even when similarlity between these cases and the cases in which stay order
was issued by the Calcutta High Court. It appears that the Directorate of
Enforcement kept aside all these cases without probing into the malpractices.
There would also appear to be a definite slant in favour of the party in

adjudication proceedings as will be seen from the facts of the following
cases:

(a) In the case of New Central Jute Mills Company Ltd., (with
S/Shri A. K. Jain, M. L. Shaha, B. P. Agarwala, M. P. Jalan
and P. K. Khaitan Directors), a search was conducted on 13th
15th May, 1968. The amount involved in violation of FERA
1947 was $ 5,55.775 equivalent to 26 lakhs and 39 thousands.
In adjudication proceedings, a penalty of only Rs. 15 lakhs
was imposed and that too was reduced to 2.5 lakhs by the
Appellate Board. The time gap between order of adjudication
and deposit of penalty was about 7 months.

(b) In the case of Acharaya Brothers (with Shri J. D. Acharya
and three other partners) the amount involved in violation of
FERA was 1 crore. A show-cause notice was issued on
10-11-1967. Before the case could be adjudicated, the party
obtained a stay order from Calcutta High Court in 1968. This
stay was discharged by single judge of Calcutta High Court
on 30-3-1972. The party preferred an appeal before the
Division Bench which is still pending. No effort was made by
the Enforcement Directorate to get the stay order vacated. In
fact as stated earlier the Directorate tried to mislead the Com-
mittee when they stated during evidence that constant remain-
ders were issued to the Law Ministry office at Calcutta for
getting the stay orders vacated but this was stoutly denied by
the Law Ministry on the basis of the documents in their
possession.

(¢) The Committee have come to know from the written informa-
tion furnished by the Directorate of Enforcement that Bird and
Co. Ltd. and their Directors were involved in no less than eight
detocted cases of violation of FERA during 1969 to 1971.
No prosecution was launched in any of these eight cases.
When asked about this the then Director of Enforcement (Shri
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S. B. Jain) stated during evidence before the Committee as
follows: —

.

“The prosecution is resorted to in very serious and very deliberate
type of offences....”

The Committee drew the attention of the representative of the Enforce-
ment Directorate to the cases (i) State Vs. Kumari Drupati Sahi Singh
Bhawani, AIR 1965 Bombay 6, and (i) Picket Vs. Fesq (1949) 2All
E.R. 700. The judgement in the first case says:—

“Offences against export and import restriction$ and customs are of
‘the species of economic’ crime, which must be curbed effec-
tively. If members belonging to high status in life show scant
respect for the laws of this country which are for public good,
for protecting our foreign trade or exchange, position of our
currency difficulties, the consequential punishment for the
violation of such laws must be equally deterrent.”

The facts of the second case were:

“An elderly woman of small means was apprehended by a customs
officer when attempting to leave England taking with her 85
Bank of England notes of £ 1 denomination. She admitted
she knew that she was permitted only to take £ 5 sterling out
of the country but she said “it was a matter of fact of life and
death for me, for my son in Italy had no work and was in debt.
She pleaded guilty to the charge and was given the benefit of
Probation of Offenders Act, 1907.”

On appeal, Lord Godard, one of the most eminent judges the world has
produced, observed:—

“If a person commits offences against the statute, the statute for the
breach of provisions of which very heavy penalties have beem
provided by Parliament, the offence is serious;”

The judge further observed: —

“It is impossible to suppose that there could be circumstances which
would justify a court treating such an offence as trivial, Parlia-
ment had thought fit in its wisdom to treat this as one of grave
public importance and the offences under this Act could be
regarded as other than grave and serious.”

Thus, there can be no trivial offence which is committed against the
Foreign Exchange Regulation Act or any other offence falling under the
description of economic offence.

(d) In the cases of Ashoka Marketing Ltd, in which show cause notice
was issued on 22-3-1974, the amount involved was Rs. 52,864 and a
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penalty of Rs. 10,000 was imposed on 29-3-1976 (during Emergency).
The party went in appeal which was dismissed. It was a very fit case for
Jaunching cfiminal prosecution but the same was not done. During
evidence, the enforcement Director (Shri S. B. Jain) informed the Com-
mittee that S. P. Jain and his group were caught four times indulging in
violations of FERA but criminal prosecution was never launched,

28. It would be interesting to note that maximum penalty was imposed
and prosecution was also launched against Dr. Subramaniam Swamy, the
then Member of Rajya Sabha, during emergency, just for over-staying in a
foreign country, while the professional economic offenders were allowed to
go unpunished. i

29. This shows that the Enforcement Directorate was in fact not meant
to detect or prevent economic offences which have serious deletrous effect

on the country’s economy but more as a tool for fulfilling personal vendatta
and political vindictiveness.

The fact that serious malpractices existed in the operation of FERA
has been admitted by the witnesses who appeared before the Committee
including the then Enforcement Director, Shri S. B. Jain. A list of mal-
practices found is given below:

(a) Diversion of goods consigned to countries in the rupees pay-
ment area to countries in the convertible currency area.

(b) Under invoicing of export of jute goods from India.

(c) Collecting freight rebate in foreign exchange abroad and non-
repatriation of the same into India.

(d) Other offences like non-repatriation of foreign exchange on
which there was a right of the party to receive pon-realisation
of claims on account of short weight and quality in the
approved manner, etc.

30. It is, however, amazing that in a span of 10 long years not a single
person in jute trade violating Foreign Exchange Regulation Act was prose-
cuted. Neither there is a single instance where the maximum penalty had
been imposed inspite of the fact that some of them were repeatedly
violating Foreign Exchange Regulation Act with impunity. This is inspite
of the fact that the Foreign Exchange Regulation Act was tightened to
provide for the prosecution of economic offenders on the recommendations
of the Law Commission. It must be remembered that prosecution has to
be launched under the Act without prejudice to amy award of penalty by
the adjudication officer.
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31. The Committee also observe that even the penalty that is imposed
was not strictly in accordance with either Section 23(1) of the old Actor
Section 50 of the new Act, as in the case of New Central Jute Mills.

32. The inescapable conclusion for the Committee would be that the
Enforcement Directorate is mere show-piece and they work in collusion with
veteran hardened economic criminals and in the process many palms are
undoubtedly adequately greased.

33. When questioned about this, the witness, Shri Jain could not give
any satisfactory reply to the Committee. The whole episode makes one
suspect that either the Directorate of Enforcement was completely
umware of the malpractices in the jute trade or being aware have deli-
berately helped the jute tycoons to get away with such malpractices on
comparatively minor penalties. That the former is not the casc is clear
from the answer given by the Director of Enforcement. Therefore, the
latter is the only possible conclusion collected from the files supplied to the
Committee. This would be further evident from the details showing how
a very important assessee viz., J. K. Udyog Ltd. was treated. The details
of the case are given in the paras that follow.

34. J. K. Udyog Ltd. is a Company which has been under the control
of the Juggilal Kamlapat Group. Through the instrumentality of- this
Company the J. Ks. have been attempting to obtain official permission
for the opening of a subsidiary Company in New York Ostensibly to
promote sales in the U.S.A. of diverse products manufactured by the
mills and factories controlled by the J.Ks. but really to obtain un-
disclosed profits in foreign exchange, accumulate the same outside
India for being available for smuggling and other operations. In
short, the main purpose was to circumvent the provisions of Foreign
Exchange Regulation Act, 1947, Companies Act, 1956 and the Income
Tax Act, 1961.

35. Their attempts made as far back as 1963, proved futile as is
evident from Reserve Bank of India’s letter No. CA.EC.XN|17687/X.
58873 dated 3-8-1973 to the Enforcement Directorate. But this re-
fusal did not deter the J.Ks. They decided to open the office in New
York with official permission if possible but adopting some devious
schemes if the official sanction was not forthcoming.

36. J. K. Udyog made an application dated 30-1-1969 to the Direc-
tor of Export Promotion seeking permission to open a subsidiary
Company in New York. To strengthen its case for official approval;
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copies of letters from several companies belonging. to the J. K.Group
were annexed. The extracts from the letter No. Gen. 38|1132 dated
28-1-1969 addressed to J. K. Udyog are reproduced below:—

“We would be willing to work through your U.S.A. Company for

promotion of sale of goods in U.S.A. made at mutually agreed
basis.”

37. On or about 1-12-1969 J. K. Udyog under the signature of Shri
Rameshwara Agarwala its Export Manager addressed letter to (i)
M/s. Walter, E. Heller & Co. Inc., 200 Park Avenue, New York and (ii)
M/s. A. J. Armstrong Inc., 850, Third Avenue, New York, both of U.S.A.
intimating the decision to set up their offices in York by the beginning
of 1970. Copies of these letters were endorsed to Shri Bharat Hari
Singhania, Director of the Ganges Manufacturing Co. Ltd. (This Bharat
Hari Singhania is the person who master-minded the opegations the full
sccount of which are being detailed in the following paragraphs). The
application was however rejected by the Director of Export Promotion by
means of his letter No. 17(4)/68 dated 14-1-1970 adding the advice that
it might apply to the Reserve Bank of India for the relevant permission.

38. Shri Rameshwara Agarwala accompanied by Shri N. P. Puria an
employee of J. K. Udyog (armed with the exchange allotment by the
Reserve Bank of India) arrived in New York in the middle of January,
1970. On 2-2-1970, Shri Bharat Hari Singhania wrote a letter to Shri
Rameshwara Agarwala c/o Shri R. L. Rastogi who would be found to have
figured as the formal head of the New York outfit eventually established.
On §5-2-1970, an agreement was made for establishment of a Company
named Paramount Backing and Burlope. Inc., in which one Shri R. L.Rastogi
had 40 shares while Shri Samuel Shapiro, a representative of Shri
Rameshwara Agarwala had 60 shares, with Shri R. L. Rastogi as the
President. On 10-2-1970, a vault was taken on hire from Irving Trust,
New York by Shri Rameshwara Agarwala, Mr. Samuel Shapiro, an attorney
by profession, was named as Shri Rameshwara Agarwala’s Deputy
yor operation of the vault. . This vault was operated by Rameshwara
\garwala on 17-2-1970, 18-8-1970, 27-8-1971, 30-8-1971 and 21-4-1972,
7hile by his Deputy named as above on 8-3-1973 and 19-11-1973. Shri
tameshwara Agarwala wrote a letter on 12-2-1970 to Shri Bharat Hari
finghania in Calcutta. The attorney Mr. Samuel Shapiro wrote on
7-2-1970 a letter to Rameshwara Agarwala informing of allotment of the
stock of Paramount Backing and Burlop, delivery of 60 shares in Paramount
Backing and Burlope for depositing in the vault in Shri Rameshwara
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Agarwala’s name. (The shares were accepted by Shri Rameshwara
Agarwala as per his endorsement “Accepted” on the body of the letter). All
this was happening inspite of the fact that the Director of Export Promotion
bad already intimated Government's decision rejecting the application for
setting up an Office in New York and there was no permission from the
Reserve Bank to promote a Company in New York.

39. With the Paramount Backing and Burlop having been legally
established Mr. Samuel Shapiro, the attorney made his bill for charges of
incorporation of the Company and other ancillary expenses. Shri A. N.
Agarwala was appointed as Sub-agents by Paramount Backing and Burlope
in respect of the Southern States of US.A. (he had earlier offered his
services to work as an agent of J. K. Udyog in the Southern States).

40. On 30-3-1971, one agreement was made between the J. K. Udyog
and the Ganges Manufacturing Co. whereby the J. K. Udyog was appointed
handling agents of the Ganges Manufacturing Co. (not selling agents) in
accordance with the terms and conditions set out in a Memorandum of
Agreement executed. Clause 3(i) of the said Memorandum required the
J. K. Udyog to get a signed contract from the foreign buyers in the name
of the Ganges Manufacturing Co. and obtain a signed contract from the
Ganges Manufacturing Co. in the name of the foreign buyer. (It is clear
that the Ganges Manufacturing Co. was a disclosed principal assuming all
the Contractual obligations arising out of the transactions). A power of
attorney was also executed by the Ganges Manufacturing Co. granting to
the J. K. Udyog several powers for effectual implementation of the terms
and conditions set out in the Memorandum as aforesaid. Tt is of interest
to mention that Shri Bharat Hari Singhania was a Director both of the
J. K. Udyog and the Ganges Manufacturing Co. at the material time. A
letter was addressed by the J.K. Udyog and signed by Shri Bharat Hari
Singhania as its Director on 14-4-1970 to the Secretary, Ministry of Foreign
Trade, Government of India for reviewing the decision regarding the open-
ing of a subsidiary Company in New York, US.A. Again on 8-8-1970, a
letter addressed by the J. K. Udyog and signed by Bharat Hari Singhania
at its Director to the Jute Commissioner regarding the opening of a subsi-
diary Company in New York.

41. Soon after the formation of the Paramount Backing and Burlope
Inc., the J. K. Udyog and Ganges Manufacturing Co. applied to the
Reserve Bank of India for appointment of Paramount Backing Burlope Inc.,
as their agents. Thus, although there was no legal permission to the open-
ing of a subsidiary Company in New York, neither the J.K. Udyog nor
Ganges Manufacturing Co. had any qualms in pushing through their
nafarious scheme of building up foreign exchange resources abroad by
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passing ofl ta Paramount Backing Burlope Inc., not only the legal Com-
mission but also the benefit of price-differentials as would be clear from
the facts stated below.

42. Rameshwara Agarwala and N. P. Puria worked in U.S.A. very
actively. Bharat Hari Singhania was kept posted with development relative
1o Paramount Backing Burlope Inc., by letters written by and telephone
calls made from Rameshwara Agarwala and N. P. Puria. N. P. Puria as
Officer-in-charge of Paramount Backing Burlope Inc., wrote a letter on
25-2-1970 (though he was still an employee of the J. K. Udyog) to JK
Organisation and JK Udyog with attention to Bharat Hari Singhania. A
budget estimate of the New York Sales Office was drawn by Rameshwara
Agarwala at New York and sent by him to Bharat Hari Singhania by Regis-
tered Post. Even small matters relating to day to day management of
Paramount Backing Burlope Inc., e.g. recruitment of staff, sales girl, was
all being reported to Calcutta. Letters dated 20-6-1970, 5-7-1970,
2-7-1970, 18-8-1970, 20-8-1970 written by Rameshwara Agarwala
from New York to Bharat Hari Singhania in  Calcutta clearly
establish that Paramount Backing Burlope Inc., was controlled by
Bharat Hari Singhania through Rameshwara Agarwala. A letter
dated 23-7-1970 from Rameshwara Agarwala to Bharat Hari
Singhania and a note on telephone talk between Rameshwara Agarwala
at Calcutta and N, P. Puria at New York on 5-1-1971 shows that the
message was conveyed to Bharat Hari Singhania. Letters dated 20-6-1970,
2-7-1970, 5-7-1970, 20-3-1970, 18-8-1970, 20-8-1970 show that Ramesh-
wara Agarwala from New York sought instructions from Bharat Hari
Singhania regarding Paramount Backing Burlope Inc., fynds position,
channeling of exports of products from the Ganges Manufacturing Com-
pany the necessity of a representative from Calcutta to look after business
>f Paramount Backing Burlope Inc., (N. P. Puria was the man for the
job), mode of credit sale by Paramount Backing Burlope Inc.

43, A letter dated 24-12-1970 from the JK Udyog signed by
Rameshwara Agarwala to Paramount Backing Burlope Inc., forwarding
price lists, with a copy to Bharat Hari Singhania. These price lists were
given determining for the Paramount Backing and Burlope Inc. range of
prices at which the products were to be sold. An extract from one of the
such letters is set out below:—

“We are sending you two price lists with two marks up only to

enable you to find out the possibility of getting higher prices.

Hence you should circulate firstly the price list with higher

! price and discount the same by 1 per cent. If you do net

! think it proper, you may calculate the price-list with lower
' price ”
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(1st set—price higher by 9 per cent, 2nd set, price higher by 8 per
cent. Market reports sent by Rameshwara Agarwala from
New York also show that the ruling prices in USA market are
always 8 to 9 per cent above the invoice price of Calcutta
during the relevant period.)

For financing the sale of goods by Paramount Backing Burlope Inc.,
Credit facilities were allowed by Netherlands Trading Society without any
personal guarantee.

44. The facts set out above are based upon scrutiny reports, Enquiry
reports of officers of Enforcement dated 23-3-1974 as well as the Report

of re-examination submitted by Shri S. C. Ghosh dated 12-11-1976.
From above facts it is clear:

“(i) That there was a Criminal conspiracy within the meaning of
section 124A of the Indian Penal Code to commit offences by
contravening the provisions of sections 4, 9, 10 and 12 of the
Foreign Exchange Regulation Act.

(ii) The conspiracy was hatched in Calcutta around January, 1970
in which several persons including Bharat Hari Singhania,
Rameshwar Agarwala, Ganges Manufacturing Co. and JK
Udyog had participated.

(iii) The Acts were performed in pursuance of this Criminal
Conspiracy between the period of 1970—1972.

(iv) The documents, papers, books of account seized constitute
relevant evidence within the meaning of section 10 of the
Indian Evidence Act.”

.45. Tt is well to mention that the case started as a result of searches
conducted under Section 19D of the Foreign Exchange Regulation Act,
1947 (referred hereafter as the Act). Several persons were interrogated

" and further documents were recovered by issue of summons and directives.
It will be necessary to state the seriousness with which the invéstigation
was conducted by the Enforcement Directorate,

46. Shri S. C. Nedgi, Deputy Director, Calcutta submitted his first
report on 27-6-1973 indicating:—

(i) Rameshwar Agarwala maintained a Bank Account with the
First National City Bank, New York (According to subse-
quent enquiries it transpired that he opened an account with
the First National City Bank, New York on 22-7-197@ and
maintained it till 14-12-1973).
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(ii) Rameshwar Agarwala rented a safe for two years from 19-4-
1973 at Chase Manhattan Bank, New York.

(iii) Rameshwar Agarwala hired a vault at the Irwing Trust Com-
pany, New York.

47. As already stated, scrutiny reports and enquiry reports were sub-
mitted on 23-3-1974. They indicated:

(i) That an office in New York was set up.

(ii) Criminal Conspiracy was committed by S[S. Bharat Hari

Singhania, Rameshwar Agarwala, N. P, Puria in setting up the
Office.

(iii) Unauthorised acquisition of huge amount of foreign exchange
by JK Udyog and Ganges Manufacturing Company.

48, Shri S. C. Neogi, Deputy Director, Calcutta by his letter
No. T-3|419|Cal|73BNC|2246 dated 23-3-1974 suggested to Shri A. K.
‘Ghosh, Director of Enforcement: —

(i) Overseas enquiries.

(i) Prosecution under the Act [Section 13(1)(e) read with section
23(1A)).

(iii) Prosecution for Criminal Conspiracy u|s 120 of the Indian
Penal Code.

49, The Headquarters of the Enforcement Directorate is reported to
have suggested obtaining opinion of the Branch Secretariat at Calcutta of
the Ministry of Law as to the question of prosecution. Suspiciously
enough, the records furnished to Committee do not show whether any
overseas enquiries were made or not. Show Cause Notices were issued
on or about 21-6-1974 asking the parties to Show Cause why adjudication
proceedings should not be held against them.

50. After this nothing seems to have been done until May, 1976 when
Shri A. N. Banerjee, Assistant Director of Enforcement was directed to
offer comments on the various aspects of the case. Shri S. B, Jain,
Director of Enforcement addressed a D.O. No. T-3]115-C|73, Vol. Il
dated 10-6-1976 of which the following portion is highly interesting: —

“These reports seem to indicate that out cases for adjudication it-
self are not so strong as they were supposed to be at the time
the Show Cause Notices were issued. This could be on
account of several factors. 1 am not sure whether the letters
which have been issued by Shri A, N. Banerjee were with
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your approval and whether you agree with this view. Im
“case you find Shri Banerjee had properly appreciated the
material which is on our records, then we have to call for
explanation of the officer who had investigated the case and
created so much fury about this particular case. But before
doing so, the views of the officer who had investigated the case
may also be obtained.”

51. Shri T. N. Kaul to whom the D.O. was adressed readily responded
by means of his letter No. T-3/419/CAL/73/BNC/Vol. Il. 1973 dated
22nd July, 1976 saying that he agreed with Shri Banerjee and writing in
para 4:—

“In view of this, I am of the opinion that we do not have any evi-
dence to prove that M|s. Paramount Backing Burlope Co.
Inc. New York is a Banami Concern of the party.”

Shri S. C. Ghosh, the concerned Investigating Officer in his report
dated 12-11-1976 had no difficulty in demolishing this command perform-
ance of these two Officers—Jain and Kaul—who, to please their master
who during the emergency, had left the warrant of arrest issued under the
COFEPOSA against Bharat Hari Singhania unexecuted had for corrupt
and illegal purposes wantonly abused their official position so as to make
a strong case of prosecution converted into no case at all.

52. It would appear from the above facts that in spite of the formidable
evidence of commission of serious cognisable offence which is punishable
with long imprisonment, for charges against S|S Bharat Hari Singhania,
Rameshwar Agarwala, JK Udyog and Ganges Manufacturing Co. nothing
was done by the Director of Enforcement Shri S. B. Jain. He did not
even record any note with reference to Shri Ghosh’s report as aforesaid.
It was as if that the case had died a natural death.

53. Only after the matter was raised in Lok Sabha that Shri Jain con-
descended to hold the adjudication proceedings and passed the order of
adjudication on 13-7-1977 whereby he imposed a penalty of Rs. 6,50,000
on the JK Udyog and a penalty of Rs. 65,000 on Rameshwar Agarwala
for contravention of Section 10 of the Act. It may be emphasised that:—

(i) The dropping of the proceedings in respect of contravention
of section 4 and 9 of the Act are clearly without consideration
of legal evidence.

- (ii) The dropping of the proceedings against Bharat Hari Singhania
. .and the Ganges Manufacturing Co, is against the weight of
evidence on record.
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(iii) The failure to institute prosecution for criminal conspiracy &
malafide.

(iv) The omission to consider whether the mere monetary penalty
was adequate or not on the facts and in the circumstances of
the case is clearly motivated and with a view to saving Bharat
Hari Singhania and Ganges Manufacturing Co. and several
other persons from legal punishment.

54. In a note of dissent appended to the Report of the Joint Com-
mittee on the Foreign Exchange Regulation Bill, 1972, Shri betirmoy
Bosu, M.P.,, 2 member of the Joint Committee, had prophesied, “I could
make out that the Government or its assigned institutions had hardly any
intention of going deep into the matter. In fact they dwelt on the surface
and applied their mind more to the legalistic aspect rather than real pre-
ventive measures.” This has come true.

55. It is of interest to mention that after the conclusion of the adjudi-
cation proceedings, Shri M. D. Dixit, Special Director, Enforcement Direc-
torate recalled the recommendation of Shri T. N. Kaul, Deputy Director,
that there was no case for adjudication and expressed the view that the
opmion expressed by Shri Kaul was motivated. Shri Jain was provoked
to record a note on 18-10-1977 in File No. T-3|115-C|73-Vol. II in which
he inter alia observed:—

“It would be unfair to say that the findings of the officers were
motivated. The Officers should be emcouraged to give their
frank opmion and merely because the opinions are found to
be wrong, we should not attribute any malafide to them.

We could only pull them up for not examining the matters
more carefully.”

56. From the foregoing, the one inference can be that Shri Jain had te
write in this fashion, because he not only abetted Shri Banerjee and Shri
Kaul in doing what they did, but he was actually a participant in the
Commission of Offence of having made Official writings with the intent to

save Bharat Hari Singhania and several other persons from legal punish-
ment.

57. The Committee require the Government to take immediate steps
to launch prosecution for criminal conspiracy against Bharat Har
Singhania, Rameshwar Agarwala, N. P. Puria, R. L. Rastogi, J. K. Udyog
and Ganges Manufacturing Co.

$8. The Committee also recommend that S|Shri S. B. Jain, T. N. Kind
and A. N. Banerjee be prosecuted for having entered info crimine) coms-
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p:ncy of committing offences punishable u/s action 218 of Indian Penal
Code,

59. The Committee further recommend that Shri S. B. Jain should be
prosecuted under Section 218 of Indian Penal Code for saving Bharat
Hari Singhania from legal .punishment. His finding that Bharat .Hari
Siaghania had ceased to be Director w.e.f 11-2-1971 and as such not
lisble for the contravention of the offence under Section 10 of the Foreign
Exchange Regulation Act, 1947 is clearly perverse and motivated.

60. The Committee also recommend that pending institution of prose-
cution cases, Sarvashri S. B. Jain, T. N. Kaul and A. N. Benerjee should
be placed under suspension with immediate effect and they should not be
allowed to hold any office and have access to any documents till their cases
are finally disposed of by the competent court.

61. It remains to be added that the Committee have not applied their
mind as to the quantum of foreign exchange generated through the media
of Paramount Backing and Burlope Inc. In our opinion, the whole matter
is for repatriation of the entire amount. It is a pity that Shri S. B. Jain
while holding that the J.K. Udyog was guilty for contravention of Section
10 of Foreign Exchange Regulation Act has not given any direction with
respect to this matter of repatriation.

. 62..Before concluding the Committee would suggest taking action
against Hoare Milles & Co. Ltd. for illegal acquisition of some Australiam
shares and also for prosecuting the officers under Section 218 of Indian
Penal Code for not instituting. prosecution proceedings in spite of the
Ministry of Law’s opinion.

63. During the evidence of the representatives of Dircctorate of En-
forcement the Committee were informed that Shri Bharat Hari Singhania,
Director of Mi|s. Juggilal Kamalpat Udyog Ltd., and Ganges Manufactur-
ing Co. Ltd., had acted in a manner prejudicial to the augmentation of
foreign exchange in collusion with Shri Rameshwar Aggarwala and Shri
N. P, Puria and they had floated a Company and set up a sales office in
US.A. for secreting the foreign exchange. On 10th January 1975, Shri
S. C. Neogi, Deputy Director had put up a proposal on the basis of history-
sheet relating to Shri B. H. Singhania recommending detention of Shri
B. H. Sighania under COFEPOSA as Shri Singhania was considered by
him to be clever enough to bye-pass the ordinary law of the country.
Accordingly it was decided that Shri Singhania had to be detained at the
time of reporting at Palam Airport for journey abroad. But for reasons
best known to Shri B. P. Srivastava, Assistant Director, Enforcement
Directorate who in his letter dated September 24/29/30. 1975 during
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emergency) to Shri D. N. Gaur, Assistant Director, Enforcement Direc-
torate, had surprisingly stated “since Shri Bharat Hari Singhania is now
no longer required by us, it is presumed that you have already withdrawn

the above request. If not, the request for detaining Bharat Hari Singhania
may now be withdrawn”.

64. Thus, Shri Singhania ultimately succeeded in bye-passing even the
extraordinary law of the Jand of which others may become victims through
collusion with Enforcement Directorate, Sarvashri S. C. Ghosh, S. C.
Neogi, M. D. Dixit have done their duty properly and the Committee are
pleased to make a notc of it and would like the Government to appreciate
their performance in this respect.
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OFFENCES UNDER CENTRAL EXCISE AND SALT ACT, 1944

65. Leading jute manufacturers have also been found on investigation
by the Committee to have habitually flouting the provisions of not only
of the Foreign Exchange Regulation Act but also those of the Central
Excise and Salt Act, 1944. Jute manufactures are assessable under Tariff
item 22A. From the Statement furnished to the Committee covering 86
cases relating to the contravention of the provisions of Central Excise it
was found that the nature of violations committed related to suppression of
stock and exports or removal of manufacture without payment of duty.
A few instances are given below:—

S. No. Name of Offence involved Valued Penalty  Prosccu-
the Company levied tion
1. Angus Jute Removal of sacking cloth Rs. 15,800/- Nil Nil
Works Hooghly without duty without duty
2. Ganges Mfg. Co. Use of Jute  without  Rs. 1-47 lakhs Nil Nil
payment of duty.
‘3. Shamnagar Jute Removal of Jute without Rs. 30,90,000/- Nil Nil
Factory payment of auxilary
duty.
4. Victoria Jute - Removal of jute without Rs. 29,540/- Nil Nil

payment of duty.

66. In several cases the Committee was not vouchsafed about the full
and complete information regarding the total number of cases involved
in regard to removal of jute goods, without payment of excise. There
were also cases where the violation of excise rules had taken place involv-
ing sever 1l lakhs of rupees which were not accounted for in statutory booke

29
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of account. Following are some of the illustrative instances:—

S. No. Name and address of Offence Amount involved Punishment.
the Offende :

1. M/s. Baster Manufacturing Storage of excisable Rs. 6,08,558/-  Penmalty of

Co. goods in USSR Rs. 10,000
Directors 173F, 173G(i) & R.F. Rs. 10,000
Shri G. S. Kanoi, 47 Rules - R.F. Rs. 12,000/~
Shri D. N. Kanoi, Duty Rs. 3,792/-
Shri S. P. Kanoria, dated 29-7-75.
Shri N. K. Jhunjhunwala,

Shri J. K. Kanoi,

Shri S. K. Kanoi.

2. M/s. Budge Budge Amal- (a) Non-accounted Rs. 5,35.464/-  Penalty Rs. 50,000/

gamated Mills, with statugory Rs. 5,000 R.F,P&M
(Unit : Delta) books of accounts Rs. 510,000 dated

Directors : R. 173G(4) 53 of 13-12-1975.

Shri B. D. Kanoria, C.E. Rules.

Shri B. N. Jhunjhunwala,
Shri A. K. Poddar.

(b) Non-accounted Penalty Rs. 5col-
with statutory dt 5-4-1976.
books of accounts
R '730(4) 53 of
. Rules Rs. 1,69,513/-

67. The dffences were admitted by the witnesses to be of serious
nature and the amended provision of the Act clearly stated that any person
who fails in paying any duty under the Act is punishable where the duty
leviable exceeds Rs. 1 lakh with 7 years’ imprisonment and a fine. In
other cases the punishment extends to minimum of 6 months and maximum
of 3 years imprisonment with fine or both.

68. Out of 86 cases only in one case prosecution was launched. The
Member, Central Board of Excise and Customs admitted, “All that I
would like to submit is that this information has come to our possession
on the basis of which it appears that in some of these cases penal action
was inadequate and prosecution should have been launched.”

69. The Committee cannot help expressing a feeling of distress at the
way the big jute tycoons escaped with nominal penalty. It should not be
forgotten that during this period all those manufacturers were working
under the ‘SRP’ Scheme under which admittedly the Department did not
exercise any physical control over production and removals. The inform-
ation on 86 cases as furnished to the Committee, are only those which
came to the Department by chance detection and ex-post-facto scrutiny
of records. The actual dimension of suppression of removal of jute
manufacture without payment of excise would appear to be some thing
which is fantastic.
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- OFFENCES RELATING TO DIRECT TAXES

70. The captains of Jute Industry have not only been indulging in
violation of Foreign Exchange Regulation Act and the Excise Laws but also
persistently infringing the laws relating to Direct Taxes. They have been’
concealing tremendous amount of income from the Tax Authorities as
would be evident from the cases noted in Appendix II. The size of con-
cealed income can be well imagined from the cases which arose out of
chance detection only.

71. Names of some of the jute manufacturing companies involved in
swoh offences along with relatable particulars are given below:

(a) Luchmi Narain Kanoria and Co., Calcutta with S|Shri 1. C. L.
Kanoria, 2. R. N. Kanoria, 3. R. S. Kanoria, 4. R. P. Kanoria,
5. Smt. Padma Kanoria, 6. A. K. Kanoria (Minor) 7. J. K.
Kanoria, 8. J. P. Kanoria (Minor) 9. J. K. Kanoria (Minor) as
partners/Directors had concealed income to the tune of
Rs. 3,38,625/- in the form of bogus and fictitious losses. The
offence was committed on 8-9-1971, the show cause notice was
issued on 9-2-1976. No prosecution was launched. The

- appellate Assistant Commissioner had set aside the assessment
on 21-12-1977 on the technical ground that the assessee was
not intimated the reasons for reopening the case under section
147(a) of the Income-Tax Act. A second appeal is being sug-
gested by the Department.

(b) Hastings Mills Ltd., Calcutta with (1) S[Shri N. D. Bangur,
(2) Shri D. P. Goenka, (3) Shri B. P. Ray, (4) Shri C. R.
Mehta, (5) Shri M. I. Wadsly and (6) Shri R. C. Lakhotia as .
. partners/Directors concealed real income to the extent of
Rs. 6,40,000/- by showing loans from spurious parties. The
offence was committed for the year ending on 31st March,
1975. Investigations started on 6th July, 1976 and the assess-
ment is still pending No show cause notice has been issued.

(c). Brijnandan & Co., Calcutta, with (1) Shri Raghunandan Nagar,.
(2) Shri Hiralal Gupta (deceased), (3) Shri Vijay Krishna
Gupta, Minor by Hiralal Gupta (deceased) as partners|
Directors concealed income to the tune of Rs. 3,82,684/- by
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(e)

32

showing cash credits in the name of partners in the form of
‘Khata pata’ loan. Low estimation of turn over and gross pro-
fit and speculation profit. Investigations started on 7th July,
1971, show cause notice was issued on 24th March, 1973.
Penalty of Rs. 1,96,000/- was imposed on 13-3-1976 which
has not been paid and the appeal against penalty stands before
Income Tax Appellate Tribunal.

Bharat Handicrafts Pvt. Lid., Calcutta had suppressed value of
real sale to its foreign buyer by 10 per cent by creating several
foreign accounts with a foreign concern. The amount involved
was Rs. 4,03,044/- and Rs. 7.79,496/-. The offence related to
financial vear ending on 30th June, 1960 and 30th June, 1961.
The investigation started on 20th July, 1969 and the Show
Cause Notice was issued on 18th March, 1974. Penalty of
Rs. 15,000/- and Rs. 7,90,000/- were awarded on 15-3-1976
under Section 271(1)(c) of the Income Tax Act. The eatire
demand is outstanding.

Ambica Jute Mill Ltd., Calcutta had concealed Rs. 13,61,175|-
on account of ficticious purchases and sales and Rs. 80,000/-
as unexplained cash credit. The offence related to the finan-
cial year 1970-71. Investigation were started on 4th Septem-
ber, 1974 and the Show Cause Notice was issued on 26th
September, 1977. The matter is in appeal before the Agssistans
Appellate Commissioner, K. 'Range, Calcutta.

(f) Gauri Shankar Jute Mills Pvt. Ltd., Calcutta with (1) Shri V. N.

(g)

Bhagat, (2) Shri B. L. Rajgarhia and (3) Shri S. N. Dalmia as
partners|Directors entered in its books of accounts sham tran-
sactions of sale of Hessian cloth at Higher prices and subse-
quently repurchase thereof at lower prices purporting to betray
bogus losses aggregating to Rs. 4.05 lakhs. Investigations started
in May, 1970 and the Show Cause Notice was issued om
7-3-1974. A penalty of Rs, 5,50,000/- .was imposed om
22-3-1976. Demand notice of the penalty was served on
6-12-1977. Chances of prosecution are being examined by
the Central Board of Direct Taxes. The appeal of the assessee
against the assessment order preferred on 6-12-1977 is pending
before Appellate Assistant Commissioner.

Chitavalsha Jute Mills Co. Ltd., Calcutta with (1) Shri C.
Hockley, (2) Shri Nitayananda Singh Roy, (3) Shri S. K. Mitter
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(4) Shri Anil Dey, (5) Shri S. C. Chaturvedi and (6) Shri D.
Bajoria as partners/Directors suppressed income to the tune of
Rs. 24,96,000/- and furnished inaccurate particulars under
Section 271(1)(c) of the Income Tax Act, 1961. Investigations
started on 23rd September, 1975 and the Show Cause Notice
was issued on 18th March, 1976. Proceedings under Section
(271(1)(c) of the Income Tax Act have been initiated and the
appeal against additions made in the assessment are pending
before the Income Tax Appellate Tribunal whose orders are
awaited and the question of prosecution under Section 276(C)
of the Income Tax Act, 1961 will be considered.

<(h) Raigarh Jute Mills Ltd., Calcutta with 1. Shri T .R. Jalan, 2. Shri
M. P. Jalan, 3. Shri M. G. Bharaingka as partners/Directors
suppressed income to the tune of Rs. 1,11,550/- and furnished
inaccurate particulars under Section 271(1)(c) of the Income
Tax Act. They had shown inflation of purchases and syphoned
off the same through claim for excessive wastage in produc-
tion of jute goods. Investigations started on 12-8-1974 and
the Show Cause Notice was issued on 18-3-1976, The matter
is pending before the Appellate Assistant Commissioner and on
the basis of his orders the question of prosecution will be con-
sidered.

(i) India Jute Company Ltd., Calcutta with 1. Shri T. R. Jalan,
2. Shri S. B. Kanoria, 3. Shri M. K. Mookherjee as partners/
Directors suppressed income to the tune of Rs. 19,95,000/- for
the year 1973-74 and Rs. 7,95,000/- for the year 1974-75
by inflating the purchases and syphoning off the same through
claim for excessive wastage in production of jute goods. Inves-
tigations started on 24th May, 1976 and the Show Cause
Notices were issued on 18th March, 1976 and 28th March, 1977
for each of the years 1973-74 and 1974-75, respectively. The
appeal is pending before Assistant Appellate Commissioner
against the additions made in the assessment. The question of
prosecution under Section 276(c) of the Income Tax Act, 1961
will be considered on the basis of appellate order.

72. Considering the cases mentioned above covering a very short
limited period, and the mature of offences committed by habitnal offenders
in the jute industry, the Committee sre of the firm view that unless economic
offences like emsion of taxes, syphoning off funds from joint stock comps-
nies through manipulation of accounts etc, are dealt with severely, cutting
short the procedural delays, the generation of black money and other cor-
rupt practices will continue o grow thereby heavy tax burden to fall o
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the people and cause resentment on the tax-payers and shattering of nationad
economy, compelling the Government to incresse taxes and causing severe
resentment amongst the people.

73. The Committee desired to know whether any credit from financiat
institutions was given to persons who had been found guilty of any economic
offences. Ministry of Finance (Department of Economic Affairs, Banking
Division) informed the Committec in a written reply dated 26th April, 1970
as follows:—

“Persons found guilty of economic offences are punished under the
relevant law. While it may be desirable, in principle, as a
further deterrent that credit facilities should not be made avail-
able to persistent offenders, such as the tax offenders for con-
cealment of income or wealth how best effect can be given to
such a proposal and what its reprecussions or implications are
likely to be is under examination. When the offence com-
mitted is of such a magnitude as to erode the credit worthiness
of the person, thc banks themselves could take this factor into
account in considering requests for credit. Banks will, no
doubt give the due consideration to all the information that
they may receive in this connection.”

The above mentioned note was received on 26th April, 1978 in reply
to a communication sent to the Ministry of Finance on 3rd November,
1977 i.e., after a lapse of about six months,

74. In the opinion of the Committee, it is not only the question of fur-
ther deterrent punishment to habitual economic offenders. The basic
question is to deprive them of credit facilities provided by Nationalised
Banks and other financial institutions so that their capacity to indulge in
heinous economic offence is effectively contained.

In fact giving financial assistance to such persons would amount to add-
ing fuel to the fire. Money which goes out of the country is lost for ever.
That money is used for smuggling operations and keeps on increasing.

75. The Committee also recommend that individual/firms/companies
which are guilty of offences in violation of foreign exchange Regulation Act
involving more than Rs, 20,000/- should never be allowed to be member
of any Committee, body or Organisation in which government has any
direct or indirect contact financial or other. Important personalities like
President, Prime Ministed, Ministers and other VIPs should not participate
in any function or cerem~ny with which such economic offences are directly
or indirectly connected.



V.
HANDLING OF LITIGATION CASES BY THE MINISTRY OF LAW

76. During the examination of the cases involving economic offences
committed by the Jute Trade and Jute Industry it appeared that court cases
were not pursued vigorously by the representatives of the Ministry of Law.
The Committee, therefore, thought it fit to examine the represntativse of
the Ministry of Law on this question.

77. At the outset, the Secretary, Ministry of Law informed the Com-
mittee that besides giving advice to all the Ministries of the Central Gov-
ermment when they sought advice on questions of law the Ministry of Law
were also i charge of the litigation of the Central Government Depart-
ments. The Central Government Solicitors now styled as Central Govern-
ment Advocates look after government litigation. They are full time gov-
emment employees,

78. The Committee desired to know whether the Ministry of Law had
issued any guidelines to forestall the attempts of unscrupulous businessmen,
tax evaders etc., to rush to courts of law and obtain exparte injunctions and
to expedite hearings in order to get a firm decision at the quickest possxble
time. The Secretary, Ministry of Law, replied in the negative.

79. Asked whether the Ministry of Law had any special cell which
could examine major economic offence cases under litigation and fix priori-
ties for dealing with them, the witness replied that there was no such cell.
Questioned further as to who should take initiative in the matter the wit-
ness stated: “If a particular Department feels that its working is hampered
by an order of the Court, they will contact officers in charge of litigation,
who would then energize and activize themselves to the extent of their
capacity.” :

80. Referring to the case relating to Acharya Brothers, the Committee
pointed out that whereas the rule nisi issued in June, 1978 a petition
in opposition was filed only in August, 1970, The witness reacted saying:
“To be frank, I do not like it at all. If T had my way, things would have
been done much faster.” Asked whether responsibility has been fixed for
the delay, the witness added: “I may point out that the Ministry came into
the picture in March, 1979, and the counsel had been instructed immedi-
ately afterwards. He had filed Vakalatnama on 11th July, 1979. Within

3B
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one year and one month of that date, the affidavit in opposition had been
filed. After the Ministry took over, things have been straightened up, but
we could not go into the earlier things,—possibly because of lack of co-
ordination also....” He further stated: “In this case, the Central Govern-
ment took a decision towards the end of March; thereafter this delay has

occurred. It was possible due to the large number of cases to be taken
over...”

81. The foregoing Chapters would reveal not only the nature of econo-
mic offences committed by captains of jute industry, but also the collusion
of number of ineffectual and inept functioning of agencies of the Govern-
ment of India with the administration of statutory enactments passed by
Parliament with a view to checking evasiom of taxes, under-invoicing of
exports, conceslment of foreign exchange transactions which all constitute
@ mensace to the economic health of this country. As the Law Commission
observed in its 47th Report on Trial and Punishment on Social and Econo-
mic Offences: “These offences affecting as they do the health and wealth
of the entire community require to be put down with a heavy hand at a
time when the country has embarked upon a gigantic process of social and
economic plamning. With its vastmess in size, its magnitude of problems
and its long history of poverty and subjugation, our Welfare State needs
weapons of attach on poverty, ill-nourishment and exploitation that are
sharp and effective in contrast with weapons intended to repress other
evils.” It is in the context of the above observations of th Law Commission
that 3 number of amendments have been carried out to the Centnal Excise
and Salt Act, the Customs Act and a wholesale revision of the Foreign
Exchange Regulation Act was made in 1973. Vast powers have been
entrusted to the officinls to administer these Acts and it is only natural
to expect that sincere principled and effective implementation would achieve
the objectives of the Parliament in bringing out these amendments.

82. Unfortunately the examination of a number of cases dealing with
jute offences as detailed in the preceduing Chapters have given an im-
pression to the Committee that the departments armed with new powers have
not only not used the powers given to them in a proper and effective manner
but on the comtrary acted in collusion with the result that the economic
offenders, particularly, in the jute trade and industry have been acting with
impunity to the detriment of the State whatever be the legal provisions
enacted to deal with them. It would suffice in this context to refer to the
facts of one case viz., J. K. Udyog Limited.

83. There are clear materials of evidence to indicate collusion betweem
certain high officers of the Directonate of Enforcement including the Direc-
tor and certain persons connected with the J. K. Udyog Limited who were
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involved in a very serious violation of Foreign Exchange Regulations Act.
A twist to the whole case was given by Shri S. B. Jain, Director of En~
forcement in June, 1976 asking for a complete reappraisal of the issues in
the case and the turn of events that took shapes thereafter were such as fo
provoke even the Special Director attached to the Directorate, Shri Dixit to
retaliate in a forthright manner exposing what in the view of the Committee
was a very serious case of conspiracy.. In regard to this particular case, the
Committee would like to make the following recommendations:—

(1) The case should be reopened and prosecution should be
- launched against Bharat Hari Singhania, Rameshwar Agarwal,
N. P. Puria, R. L. Rastogi, J. K. Udyog and Ganges Manufac-

. turing Co. without any delay.

‘2) The Central Bureau of Investigation and Central Vigilance
Commission should be asked to launched prosecution against
Sarvashri S. B. Jain, T. N. Kaul and A. N. Banerjee for having
entered into criminal conspiracy of committing offences punish-
able under Section 218 of the Indian Penal Code. .

.(3) The Central Bureau of Investigation and the Central Vigilance
Commission should be asked to initiate action against Shri
S. B. Jain for purpose of prosecution under 218 1PC for
saving Bharat Hori Singhania from legal punishment. .His
finding that Bharat Hari Singhania bad ceased to be a Director
with effect from 11-2-1971 and not liable for contravention of
any offence under the Foreign Exchange Regulation Act . is
clearly perverse.

84. The deep involvement of a number of top most officials in the En-
forcement Directorate and there must be many in fhe Direct and Indirect
Taxes establishments also goes to show that the temptations and inducements
are very great and if the Govermment is serious to put end to all this ex-
ploitation, drain in foreign exchangc and evasion of taxes, the only way out
is to take besides other measures, stringent action against economic
offenders

85. The Committee would urge an immediate investigation by an inde-
pendent investigatory agency in all the cases which were handled by the
Enforcement Directorate during the past ten years to find out the total
money that had gone out of Indin illegally in cases where total amount for
one single person/company/firm is more than 20,000/-. This review
should not only be confined to cases relating fo Jute trade but also to all
other cases and the offenders let off on technical .and legalistic grounds,
with a view to assessing the total loss sufferred by our ecomomy by drain
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of foreign exchange and also to find out means for repltriation of the
amount so illegally beld abroad,

86. The manner in which the Central Excise Department let off lightly
serious offences committed by these jute concerns as indicated in paragraph
supra cannot but be too strongly condemned. The Committee require
that responsibility be fixed and with a view to prosecute the guilty. It is
a distressing situation that out of 86 cases only in one case prosecution was
launched with the result the Member, Central Board of Excise and Cus-
toms had to admit that penal action was inadequate and prosecution was not
launched while it should have been. Looking to the evidence as a whole
and the easy way these jute industrialists have been taking the Govern-
ment Departments for a ride, the Committee cannot help coming to =2
conclusion that some officials of the Central Excise Department also must
have fallen a victim to the lures of jute barons.. The Committee would
urge the Government to appoint a special Enquiry Committee to. go into
the offences committed by the jute industry under the Central Excise and
Salt Act 1944 and take immediate criminal proceedings in accordance with
law wherever such offences come to light and also fix responsibility against
officers found to have aided, abetted or contributed by their negligent

action, the commission of the offences and light treatment meted out to
them.

. 87. The jute industry has also been guilty of supression of income and
generating untaxed black money. The instances given on para 71 supra
show only the tip of am iceberg. The offenders, taking advamtage of the
various procedural delays, although caught concealing their income, are
still at large and the Income Tax Department has been enabled to give an
allibi for continued inaction. The Committee would strongly urge the
Government to instruct Central Board of Direct Taxes to entrust these
caves immediately to a prosecution cell for pmeeasmg them for filing pro-
secution proceedings in the Courts of Law.

88. The Committee cannot but express its sadnes at the way the Law
Ministry has been used by the economic ministries in justifying delay in
taking action wherever the offenders have resorted to mere strategems.
The Law Ministry had allowed itself to be used for the gains of individuals
and as pawn in the game played by the jute barons and their friends in the
economic ministries. The Committee are unable to believe the beneficiaries
had not shown any considcration for helping them.

89. The responsibility of processing the legal proceedings in .Courts
of Law on behalf of the economic Ministries the Law Ministry has dismally
failed in discharging this respoasibility as could be seen from evidence ten-
dered by the Secretary and the Joint Secretary of the Ministry. The Com-
mittee require that the Law Ministry should restructure its functions,
Nmiting its role to tendering legal advice prompfly to the Ministries but

place squarely the nmndbﬂhvdmﬁg&eweexpeﬂﬂomyonﬁe
Ministries themselves.
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90. The Committee fervently hope that above recommendation

would be promptly and faithfully implemented by Government so  that
amhealthy trends thag are creeping up in the economy may be reversed,

91. The Committee further desire that in view of the shortcomings in
the functioning of the Jute Corporation of India, which make it possible
for the jute industry to thrive despite their nefarious activities, Government
should immediately consider taking steps to strengthen the Corporation to
function effectively as a regulatory and marketing organisation eliminating
all kinds of mal practices especially those relating to violation of foreign
exchange regulations. The policies of the Corporation should be such ss
to deny any advantage to the imdustry indulging in malpractices. The
steps taken in this regard may be reported to the Committee within six
anonths without fail.

New DELHI; JYOTIRMOY BOSU,
August 29, 1978. Chairman,

Bhadra 7,7 1900 (Saka). ; Committee on Public Undertakings.
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APPENDIX-I Case.x

CASES OF EVASION, MANIFULATIONS AND OTHEFR MALIR/ACTICES RETAT-
ING TO DIRECT TAXES BY THE JUTE TRAGE AND JUTE INCUSTRY
DETECTED DURING ~THE YEARS 1973 TO 197%

8.No. M/s. Luchmi Narain Kanoria & Co., 124, Czrnirg St., Calcutta-4
(Name and Address of the partv)

1 Namesof Directors of the Company/part- 1. C.I. Kanoria . ‘5
mers of the fum/iudiiiduals, 2. R.N. Kanoria . All of 124,

. 3. R.S. Kanoria . | Canning
4. R.P, Karoria . Street, B
5. Smt.PadmaKanoria Caclvtta.
6. A.K. Kanoria ( Minor) -
7. i]K Kanoria .
8. I.P. Kanoria (Minor)
9. V.K. Kanoria (Mmor)j

2 Date of commiss’ of the alleged offence . 8-9-1971

8 Brief description of the cffence, & « Tle itm ccrecezledinceme ir the fo:me
of bcnus ard fictiticus loss,

Amount involved in the cflince (cn dlle of

offcnce) (in Indian Rupees) . Re. 3.58.€55/-,
8 Provisions of law (viz., Secticn l\o snd An)
relating to this of zncc . 271(1)(c;, of tke LT. Act, 61.
6 Date of receipt of mfomuncn relativg to this
nce . . . . . 8971
9 Date on which investigaticn started. . 29-8-52
Date of issue of sho'w caure notice . . 9-2-56

9 Whether prosecution was launched or de part-
mental adjudication started . . mnet yer.

10 Date on which first hearing was Fe'd by tke
authority/cowrt (to be menticncd)

11 Punishmert awarded (with date} . .

12 Date on which penalty was depesited by the
party. If not, stepe taken for recovery . -

18 Whether appeal filed, if so, when snd before
whom . . . . B . « Appeal filed Eefire AWAC. Rsrge, Cal¥
s cutta,

| ol
14 Fimt date of actual heaiing of appez) . 18-11-57%

15 Present position of the case o . The ALAC. hes sct aside 1le pscer
ment ¢n 321-12-%7 ¢n tke mln-ul
ground that tke assessce was nct
intimated the reascms for re-cpening

tke case vjs, 145(a). A reccrd
186 Remmrks N . . o peal is being n’g.'cmd P

‘B* Nerd, Fute Civcle.
6 ——



(S. No.) M/s. Hastings Mills Lid., 13: Netaji Sulles Read, Calcutta,

(Name and Address of the party)

"Names of Directors of the ccmpnn) /Parmcrs 1. N.D. Bergar,

14. Natzgi Sak-

of firm/findividuals . . Las Rd., Ca'euter
2. D.P. Goenka
3. B.P. Ray Do.
4. C.R. Mchta o.
5. M.I. Wadsly Do.
6. R.C. Lakhotia Do.
Date of ccmmission of the alleged (flance Year ended g1-3-75
Brief description of the offence . Apapers to have corccaladicel irame

to the extent of Rsl. 6.40,cccf- by
showing loans ficm the spuricuss

parties,

Amount involved in the offence (on date of
of offence) (in Indian Rupecs) . . Rs. 6,40,ccc/f-.

5 Provisions of Law, viz., section No. and Act)

relating to this offence . . . 271(1)(c) to the LT, Act, 1961,

6 Date of receipt of: mfoxmucn relatirg tothis
offence ' . . . . 23-5-77

7 Date on which investigation started . . 6-7-77
8 Date of issue of show cause notice . . The assexsment iz still pending
9 Whether prosecution was launched or dc-

partmental adjudication started . Not yet launched.

10

12

13

14
15
16

Date on which first hearing was held by the
authority/court (to be mentioned) . « Does not arise.

Punishment awarded (with date) . « case not yet finailsed,

Date on which penalty was deposited by the

party. If not, steps taken for recovery . .
Whether appeal filed. If 50, when and

before whom . . . . . .
First date of actual hearing of appeal . .
Present position of the case . . Tle care is urder
Remarks . . . . .

investigatiem.

Inaan Tu 0
‘B' Werd, Jule
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M’s. Brinaondan & Co., 3
(Name an

Nam s of Director of the Company[l’:rmen
of the firmfindividuals .

Date of the commission of the alleged offence.

Brief description of the offence

Amount involved in the offence (on date of
off: nce) (in Indian rupecs)

Provisions of Law ‘(Viz. Section No. md
Act) relating to this offence . .

Date of receipt of information relaung to
this offence .

Date on which investigation started .
Date of issue of show cawe notice

Whether prossecution was launched or de-
partmental adjudication started . .

Date on which first hearing was held by the
authority/court (to be mentioned) .

Punishment awarded (with date)

Date on which penalty was deposited by the
party. If nos, steps taken for recovery,

Whether appeal field, if sa, when and before
whom

Case-3

Netaji Subhas Road, Calcutta.
Address of the party)

. Raghunandan Nagar, 159, Chittaran-
jan Avenue, Calcutta,

2. Sri Hiralal Gupta (deceased),
Muktaram Babu St, Calcutta.

3. Vijay Krishana Gupta, Minor
by Hiralal Gupta (decencd), 48,
Muktaram Babu St,

48

2022-23 Ratha Jatra.

Cash credits in the name of Partners
in the form of Khata Pata loan, low
estimation of turnover and gross profit
and low estimating of speculation pro-

t,

Rs. 3,82,684/-
271(1)(c)

2022-23 R.]J.
7-7-7!
24-3-73

No,

Does not arise.

Penslty of Rs. 1,66.000/- u/s 271(1)
(c) was imposed by I.A.C., R-XXIII,
Cal. on 18-3-76.

Not paid A.A.C. allowed a reduction
of Rs. 1,87,500/- by his order dated
1-12-75 agianst which asscssce has
preferred for LT.A.T.—which is
pending.

LT.AT. set aside the order of the
A.AC. allowing registraticn and
restored the appeal to AAC's file
directing the AAC to redecide the
isue. It is still pending vefore



65 "

a¢. First date of actual hearing of \

o Y

43, Present pogition of the case . . . Appeal against penalty uls 271(1)(c)
is pending before I.T.A

16. Remarks .
Sdf g-2-1078
Income Tax Officer
‘B’ Ward, Jute Circle

Case-4

(S5-No.) M/s Minchand & Co., 21A, Canning St., Calcutta
(Name and Address of the Party)

1 Nam:s of Directors of the Company/part- (i) Mamchand Agarwalla,
ners of the firm/individuals paylp 25) Murarilal alla

2 Date of commission of the alleged offence 2017-18 Dewali

3 Briefdzscription ofthe offence . . Um:pluncd {:uh credit to the extent
Rs. 1

% Ambduatinvolved in the offence (on date of Rs. 1 lakh.
o¥ence) (in Indian Rupees)

5 Provisions of Law (viz., Section No. and 271(1)(c)
Act) relating to this offence.

6 Dat: of receipt of information relating to  16-1-71
this offence.

7 Date oa which investigation started . e 20-1-75
8 Date of issus of show cause notice . . 29-1-76

9 Wazcther prosecution was launched or de- No
partmsntal adjudication started.

10 Date 0a which first hearing was heldeb! the Does not arise.
authority/court (to be mentioned)

11 Purishmentawvarded (withdate) . . Pcnalty u/l 2;;&)(:) is ren&ng before

‘12 Date oa which pznalty was d?outed by the Does not arise.
party. If not, steps taken for recovery.

13 Wasther app:=al filed. If so, when and Does not arise.
before whom.

14 Pirst date of actual hearing of appeal . o

15 Pccsent position of thecase . . . The case was set aside by AAC by this
order dated 12-10-77 on the groun
that the assessee was not intimatad
the reason for taking action 147(a)
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of the L.T. Act '61. Findings of the
AAC not accepted by the Depart-
ment and second appeal before
I.T.A.T. has been filed by the De-

partment.
Remarks B . . -
Sd/-
9-2-78
Income Tax Officer

‘B’ Ward, Jute Circle.

Case-5

(8.No.) Sm. Sushila Gupta, 48B, Muktaram Babu St., Cal

(Name & Address of the party)

Off: M/s Auto Finance Corporaticn,
15/C Clive Road, Cal.

Names of Directors of the Company/Part- Smt. Sushila Gupta —Ircivicuzl
ners of the firm/individuals.

2 Date of Commission of the alleged offcnce . Accounting pericd 1-4-50 to 31-8-71.
8 Brief description of the offence . Unexplained cash credit & icvesmert,
4 Amountinvolved in the offence (on date of Rs. §1,000/-

offence) (in Indian Rupees)
5 Provisions of Law (viz. Section No. and 271(1)(c).

Act) relating to this offence.
6 Date of receipt of information relating to 26-9-73 regarding unexglaincdirvest-

this offence. ment 21~9-73  regarding cash credit.
7 Date on which investigation started . . 21-9-73
8 Date of issue of show cause notice . . 27-11-78
9 Whether prosecution was launched er de- No

partmental adjudication started.
10 Date on which first hearing was held by the Does not arise.

authority/court (to be mentioned)

| ]
11 Punishment awarded (with date) . Penalty of Rs. 12,ccc/- by LLA.C.
R-XXIII u/s 271(1)(c) on 15-3-%6.
12 Date on which penalty was d ted by the Not yet paid.
party. If not, steps taken for recovery.

13 Whether lppcl] filed. If so, when and Appeal was filed before AAC, R-AF,

14

before whom (hl which was decided on 3':12-]7‘5

o? oool- deletsed upheld tbe addition
6000/~ by cash credit and

penalty of Rs. 12,000/- imposed.

First date of actual hearing of appeal .
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15 Present position of the case] | . . Demand outstanding.
16 Remarks . .
Sd/-
9-2-78
Income Tax Officer
‘B’ Ward, Jute Circle.
Cage—6
8.No. M/s. Bharat Handicrafts (P) Ltd., 5 Clive Row, Calcutta

(Name and address of the party)

1 Names of Directors of the Company/part- 1. Babula Shroff—5, Clive Rcw,
ners of the firm/individuals. Calcutta.

2. R.K. More—s, Clive Rcw,
Calcutta.

2 Date of commission of the alleged offence Year ending 30-6-1960 & 30-6-61.

8 Brief description of the offence . . The assessee suppressed value of res\
sale to his foreign buyer by 10 by
creating several foreign acccunt with
a foreign concern.

4 Amountinvolved in the offence (on date of Rs. 4,03,044/- and Rs. 7,56.4¢(}-
offence) (in Indian Rs.)

Provisions of Law (viz. section No. and Act) 271(1)(c) of theIncome-tax Act '6;
relating to this offence. and violation of Foreign Excherge
Regulation Act.

6 Date of receipt of information relating to  Financial year ending 30-6-60 and
this offence. 30-6-61.

7 Date on which investigation started . . 20-7-1969.
8 Date of issue of show cause notice o o 18-3-1974.

9 Whether prosecution was launched or de- No
partmental adjudication started.

10 Date on which first hearing was held by the Does not arise.
authority/Court (to be mentioned). :

11 Punishment awarded (with date) . Rs. 15000/- & Rs. 7,90,000/- on
15-3-76 u/s 271/1)(c) Rs. 4 lakbs
for each accounting’year for violaticn
of Foreign Exchange Regulation
Act.

12 Date on which penalty was deposited by the Notyet paid.
party. Ifnot, steps taken for recovery. Paid Rs. 4 iakhs for each year as per
assessmen ¢ record.

13 Whether appeal filed. If so, when and
before whom. ’

14 First date of actual hearing of appeal



15 Present position of the case . . The entire d d is ding
16 Remarks
Sd/- Income Tax Officer
B-Ward, Jute Circle.
Case—7

(8.No.)

DETECTED DURING THE YEAR 1973 to 1977.
M/s. Ambika Jute Mills Ltd: 5, Clive Row, Calcutta.
(Name and address of the party)

1. Names of Directors of the company/partners (1) M R. More-5, Clive Row, Calcutta

to.

12.

13.

14.

l5.

16.

of the firm/individuals. (2) D. Bagaria Do.
(3) V. N. Morc Do.

Date of commission of the alleged offence Financial year ending 1970-71.

Brief description of the offence. Fictitious purchases and sales again
P.D. O. and unexplained cash credit

A ndaatinvolved in the offence (on date of Rs. 13,61,175/- Fictitious purch‘sel and
off:nce) (in Indian rupees). sales80,000/unexplained cash credit.

Provisions of Law (viz. section No. and Act) u/say1(1)(c) of the I.T. Act, 1961.
relating to this offence.

Date of receipt of information relating to Year ending 197¢-71.

this offence.
Date on which investigation started 4-9-1974
Date of issue of show cause notice. 26-9-77

Whether prosecution was launched or depart- Not yet.
mental adjudication started.

Date on which first hearing was held by the
authorjty/court (to be mentioned)

Punishment awarded (with date) Not yet.

Date on which penality was deposited by the
party. If unot,steps taken for recovery Nil.

Wastherapp:alfiled. Ifso, when and be- Appeal filed before AAC K-Range, C

fore whom. cutta.
First date of actual hearig of appeal. -
Pcesznt position of the case Disputed in appeal.
Remarks. —_

Sd/+ Income Tax Officer, B-Ward, Jute
Circle.



(S.

1.

15.

16.

Raghunandan Nagar, 159, Chittaranjan Avenue. Calcutta.

No.)

(Name & Address of the party)

Names of Directors of the Company/partners
of the firm/individuals. pea

Date of commission of the alleged offence.

Brief description of the offence.

Amountinvolved in the offence (on date of
offence (in Indian Rupees).

Provisions of Law (viz. section No. and Act),
relating to this offence,

Date of receipt of information relating  to

this offence,
Date on which investigation started.
Date of issue of show cause notice.

‘Whether prosecution waslaunched or depart-
mental adjudication started.

Date on which first hearing was held by the
authority/court (to be mentioned)

Punishment awarded (with date)

Date on which penalty was deposited by the
party. If not, steps taken for recovery.

Whether appeal filed. If so, when and
before whom.

First date of actual hearing of appeal.

Present Position of the case.

Remarks.

Raghunandan Nagar—Indv.

2021-21 Ratha Jatia & F. Yr. ending
31-3-64.

Unexplained investment of shares to the
extent of Rs. 40,000/- and unexplain-
ed investment in house property of
Rs. 58,313/

Rs. 98,313/-

271 (1)(c)
F.Y.ending 31-3-64 and 19-7-63.
19-971G71.

20-9-73.
No,

Does notarise.

Penalty of Rs. 10,000/- was imposed
by LA.C.R-XXIII on 28-2-76 u/s.
271 (1)(c)

Not paid.

LT.AT. by his order dt. 27-7-77 has

cancelled the penalty u/s 271 (1)(c)
imposed by I.A.C.R-XXIII. Cal.

Undisclosed income partly allowed in

appeal.

Appeal against order of AAC, Renge-L

in respect of the asstt. year 1964-6
upendmgbeforeITAT 9455

8d/ Income-tax Officer,

‘A’ Ward, Jute Circle..
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Case—9
Prabartak Jute Mills Ltd., 5, Synagogue Street, Calcutta.
S. No.
( (Name & Address of the Party)
1. Names of Directors of the C any/ 1. Sohan Lal Mall,
Partners of the firm/individ 2.. Mohan LalBhatter,

Jaykishan Bhatter,
2 Mathura Das Bhatter,
. Mathmal meaumghu
. Bhairudan Mall,
7. Debendra Nath ’Choudhuri,

Date of commission of the alleged offence. 5-165 and 26-7-65.

[
8. Bricf description of the offence. Cash credits amouning to Rs. 70,000
introduced in the names of 4 persons
were treated as income from undis-
closed sources in the original assess-
ment. Subsequently credits from two
persons amounting to Rs. 40,000 pro-
ved in appeals to be genuine. So
spurious borrowings to the tune of
Rs. 30,000 from Jain Brothers &
Surajmal Sarda togcther with int,
thereon was asessed in the hands of
the assessee,
4. Amount involved in the offence (on date Rs. 20,000 -1-65.
of offence) (in Indian Rupees). Rs, 10,000 26-7-65
3. Provisions of law (viz. Scction No. and,  ufs 271 (1) (c) of the L. T. Act. 1961
Ac) relating to this offence.
6. Date of receipt of information relating . 5-3-1971
to this offence.
9. Date on which investigation started . . 5-3-1971
8. Date of issue of show cause notice . . 26-3-1971
. Whether launched or de- Pemlty proceedmgs u/s  271/(1)(c)
9 p-rtmcnul ndjudlcnbon started.
10. Date on which first hearing was held by the
authority/court (to be mentioned)
11, Punishment awarded (with date) . Penalty of Rs. ei,ooo imposed by
LLA.CR. XXII
12, Date on which penalty was deposited by the
party. If not, steps taken for recovery.
t3. Whether appeal filed ? If so, when and Appeal filed before IL.T.A.T.
before w ?
14. First date of actual hearing of appeal ..
15. Present position of the case . . LT.A.T. reduced the amount of penalty
to Rs. gg6o.
16. Remarks

Sd/- Income-tax Officer,
A-Ward, Jute Circle,
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Case-10
Sh-n Gauri Shankar Jute Mills (P) Ltd. 7 Vivekananda Road, Calcutta
(Name and Address of the party)

Nam:; of Directors of th: Company/Partaers 1. V. N. Bhagat,

of ths firm/individuals 2. B. L. Rajgarhia
8. S. N. Dalmia
2 Date of commission of the alleged offence . Dm'ing-6 the financial year ending
81-3-03.
8 Brief description of the offence - The assessee entered in its books of
sham of sale of
Hesuan cloth at Htgher Bncel acd
at
. . lower - prices ;urportmg to betray
bogus losses aggregating to 4-05
lakhs.
¢ Amoduat involved in the offence (on date of Rs. 4,05,000
offence) (In Indian Rupees).
§ Provisions of law (viz. Section No. and Act) Section 277 of LT. Act 1961 and Sec
relating to this offence. la)dmd 196 of the Indian Penal
e
6 Date of Receipt of information relating to this 1970
offence.
4 Date on which investigation started . . May 1970
Date of issue of show cause notice . . "7-3-1974-
Whether prosecution was launched or depart
° mental adjudication started « No.
w0 Date on which first hearing was held by the I.A.C.im penalty u/e. 271(1)(c) on
authority/court (to be mentioned) 22-3-1976.
%1 Punishment awarded (with date) . . Amount of penalty levied Rs. 5,50,cco.
12 Date on which penalty was deposited by the The demand notice of the penalty hat
party. If not, steps taken for recovery. been served on 6-12-1977.
13 Whether appenl filed? If s0, when and be- Assessee has filed an appeal before the
fore whom? A..A.C. against the assessment order
served on 6-12-1977. They also con-
template filing of appeal before the
I.T.A.T. against the penalty raised by
the LA.C.
4. Pirst date of actual hearing of appeal .
45. Present position of the case . . Cl;:noa of prosecution are being examin-
46, Remarks

Sd/- Icome Tax Officer,
‘A’ Ward, Jute Circle
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Case—1I1
S.No. M/s. Chitavalasah Jute Mill: Co. Ltd., 3 N.S. Rczd, Calcutta.
(Name and addres of the party)

1. Names of Directors of the company/, Shri C. Hockley
of the firm/individuals panylparmen Shri Nityananda Singh Roy
Shri S.K. Mitter
Shri Anil Dey
Shri §.C. Chaturvedi
Shri D. Bajoria

{ 2. Date of Commission of the alleged offence . Pericd frem  1-8-71 to 31-7-92 (A.Y,
73-74)-
. Brief description of the offence Inflation of purchase ard Syphcnirg of
s ¢ ¢ same through claim for excessive
wastage in prcducticn of jute gceds.

4. Amount involved in the offence (on date of Rs. 24,96,cco/- Y.E. 31-7-52.
offence) (in Indian Rupees).

8. Provision of law (viz., Section No. and Act) Sugpressing of irccme zrd furichirg
relating to this offence. of inaccurate particulars ufs. 271(1)(c)

of LT. Act, 1g61.
6. Date of reccipt of information relating to this
offence . . . . 28-9-1955
7. Date on which investigation started . . 28-9-197%

8. Date of issue of show cause notice . o 18-3-1976

9. Whether prosecution waslaunched or depart- Proceedings ufs 27(1)(c) of tke LT.
mental adjudication started. Act, lgg: bave alreedy Lecn initiatcd.

10. Date on which first hearing was held by the
authority/court (to be mentioned).

11. Punishment awarded (with date)

12. Date on which penalty was deposited by the [ Appeal sgainst tke s¢¢Citicrs are perd-
party. If not, steps taken for reccvery. ing kefcre tke 1LT.AT.

13. Whether appeal filed ? If so, when and
before whom ?

14. First date of actual hearing of appeal

15. Present position of the case. }

16. Remarks + On the basis of Appellate order the
question of prosecution u/s 2%6(c)
of the I.T. Act 1961 will be considered

. Case—12
Sl.  M|s. Raigarh Jute Mills Lid., 36 Ctourirgtee Rocd Calewita
No. (Name and Acdress ol‘ll‘e Ferty).

1. Names of Directors of the Company/Partners  Sri T. R. Jaksn
of the Firm/individuals Shri M. P. Jalan

Shri M. G. Bhawaingka
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Date of commission of the alleged offence . Period from 1-7-1971 to 30-6-1972,
Y.E. 30-6-1972 (1973-74-A.Y.)

Brief description of the offence Inflation of purchase and sypkcning

of the same through claim for excessive
wastage in production of jute goods.

Amount involved in the offence (on date of
offence) (In Indian Rupees) . . . Rs. 1,11,550/-.

Provisions of law (viz. Section No. and Act) Supressing of Inccme ard furnithirg,
relating to this offence. of inaccurate particulars u/s 271(1)(c)
of the I.T. Act, 1961

Date of receipt of information relating to 12-8-1974

this offence.

Date on which investigation started . . 12-8-1974

Date of issue of show cause notice . 18-3-1976

Whether p ion was 1 hed or De- Proceedings u/fs 27!(1)(c) of tke LT.
partmental Adjudication started ﬁ:(t'mt edlge bave  already been

Date on which first hearing was held by
the authority/court (to be mentioned)

Punishment awarded (with date)
Date on which penalty was deposited by
the party. If not, steps taken for recovery.
Appeal against the additions are pending
before the A.A.C.

Whether appeal filed ? If so when and
befare whom ?

First date of actual hearing of appeal.

. Present position of the case.

Remarks « On the basis of appeallate order the
question of prosecution ufs 276(c) of

the I.T. Act, 1961 will be considered

Case—13.

S1.No. The India Jute Company Ltd., 16, Strand Road, Calcutta-1.

(Name and address of the party).

Names of Directors of the Company/partners Shri T. R. Jalan
of the firm/Individuals Shri S. B. Kanoria

Date of commission of the alleged offence Y.E. 31-3-1978 (A.T. 1973-74)
31-3-1974 (A.Y. 1974-75).
Inflation of purchase and syphoning of
the

same through claim for excessive
wastage in production of jute goods.

Brief description of the offence
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Amount involved in the offence (on date of A.Y. 1973-74 Rs. 19,95,000/-

offence) (In Indian Rupees) A.Y. 1974-75 Rs. 7,95,000/

Provision of law (viz. Section No. lndAct) Suplm.ngof and furnishing

(relating to this offence) of inaccurate particulars ufs. 271(1)(c)
of the I.T. Act, 1g61.

Date of reciept of information relating to this A.Y. 1973-74 16-7-1975

offence AY. 1974-75 23-11-1976
Date on which investigation started . 24-5-1976
Date of issue of show cause notice . . AY. 1978-74 18-3-1976

A.Y. 1974-75 28-3-1977

was 1 hed or De- Proceedings u/s 27:(1)(c) of the LT
p.rtmu.l Adjudlwlon Started. Act. 1961 have al ly been initiated

Date on which first heanng was heid by the ]

2uthority/cov n
(to be mentioned)
Punishment umrdcd (with date)

Date on which penalty was deposited by the »Appea) against the additions are pendi
party. Ifnot, steps taken for recovery beforethe A.A.C

Whether lppea.l filed ? If s0, when and
before whom ?

First date of actual hearing of appeal

Present position of the case

Remarks On the basis of Appeliste under the
question of prosecution Ufs 276(c)
of the LI.T. Act, 1661 will be ccnsi-
dercd.

Cesn—14

M/s Chitavalash Jute Mills Co. Ltd., 3, Netaji Subahas Road, Cal
(Name and Address of the party)

Names of Directors of the Company/partner.  Sri C. Hockley
of the firm/individuals. Sri nyananda Singh Roy
. Sri S. K. Mitrer
Sri Anil Dey
Sri S. C. Chaturvedi
Sri D. Bajoria

Date of Commission of the alleged offenee  Period from 1-%-72 to g1-3-73 (A.Y.
1973-75)

Brief description of the offence . Inflation of purchase and Syphoning of
the same through the claim for ex-
cessive waste in production of jete

Amount involved in the offence (on dute of Ru. 24,61,000/- (Y.C. 31-7-73)
offence) (In Indiun rupees)

Provitions of law (viz. Section No. and Act) Suppmg of Income and furnishing o/
relating to thie offence. inaccurate particu'ars u/s 271(1){c)
of the T.T. Act, 1961.

6 Date of receipt of information ielatirg to  24-5-1a76

this offence.
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Date on whict investigation started o 24-5-1¢%F

Date of issue of show cause notice . . 27-3.1977

Whether prosecution was launcted or de- Proceedings u/s 271(1)(c) of the UT,
partmental adjudication started. Act 1061 bave already been initiated.

Date on which first hearing was held by the
authority /Court (to be mentiined)

Punishment awarded {with date)

Date on which penalty was deposited by the rAppea! against the addition are pen-
party. Ifnot, stepe taken for recovery. ding before the A.A.C.
|

Whether appeal filed ? If so, when and
before whom ?

First date of actual hearing of appea) |
Present position of the case
Remarks On the basis of Appellate orders the

question of prosecutiors ufs 276(c)
of the LI'T. Act, 126- will be cimsi-

dered.
Case—15
E
M/s. The Hoozhly Mills Company Laid., 76, Garden Reach Road, Calcutta-43
(Name and aﬁmu of the party)

Names of Directors of the ccmpany/j.artners 1. R.S. Bajorix
of the fum/individuals. pany) 2. M. L. émgunerin
3. K.P. Podda- and

4. P. M. Rungta
Date of commission of the alleged offence

Brief description of the oence . .

Amount invelved in the offence (on date of .
offence) (In Indian Rupees).

Provision of law (viz. Section No. and Act)
relating to this offence.

Dute of receipt of information relating to this
offence.

Date onw hich’nvestigation started . 25-2+76
Date of issue of show cause notice

Whether prosecution wa. launched or de-
partmenta’ adjudicarion started.

Date on which first hearing was held by the
authority/court (to be mentioned).

Pinishment awarded {with date) . . ..

Date on which penalty was deposited by the .
party, If not, steps taken for recovery.

Whether ap; filed ? If so, when v
and before pu.;l‘zlom ?
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14. First date of actual hearing of
appeal.

15. Present position of the case.

18. Remarks. Information was furnished by the as-
sessee to the Settlement Commission
about creation of secret reserve out-
side its accounts py

(A) Not disclosing itg stock of
Raw Jute and Jute Products
in full; ang

(B) Omitting Pucca delivery or-
ders for jute products from
the Company’s balance sheet.

The amount involved Rs. 2.61 crores
assessed for ithe assessment years
1968-69 to 1976-77 and additional tax
levied Rs. 1.54 crores. Immunity from
prosecution and penalty granted by
Settlement Commission.

When the Committee took the evidence of the representatives of the
Ministry of Finance on 14/3/1978, clarification was required on several
points. . The information furnished in this regard is as follows:—

1. Laxminarayan Kanoria and Company :

The addition relates to assessment year 1963-64. The original
assessment was reopened under section 147 and notice under section
148 was served on the assessee on 9.9.1971. The return was filed by
the assessee on 15.11.1971. The investigations had started on 28.8.1972
and the case was heard on several dates by several Income Tax Officers.
The assessee’s books of accounts were impounded by the Income Tax
Officer and subsequently the assessee was given several opportunities to
go through the impounded books of accounts and to file the relevant
details. The Income Tax Officer had also examined several witnesses
under section 131(1) in order to prove bogus purchases and the result-
ant bogus losses claimed by the assessee. The long delay between the
commencement of the investigation and issue of show cause notice is due
to above reasons. The Assistant Appellate Commissioner has not can-
celled the assessment. The Assistant Appellate Commissioner has only
set aside the assessment on 18.11.1977. The Assistant Appellate Com-
missioner has set aside the assessment for two reasons.

(a) The Income-tax Officer should inform the assessee of the
reasons for reopening the assessment under section 147(A)
of the Act.
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(b) The Income Tax Officer should give an opportunity to the
assessee to cross-examine the witnesses whose statements
were recorded and relied upon by the Income Tax Officer.

The Appellate Assistant Commissioner’s order was accepted.
2. Smt. Sushila Gupta:

The addition relates to assessment year 1971-72. The addition of
Rs. 51,000 was reduced to Rs. 6,000 by the Appellate Assistant Com-
‘missioner. There is no appeal by the Department to the Tribunal. The
‘tax yet to be paid by the assessee for the said assessment year is only
Rs. 122. Regarding levy of penalty of Rs. 12,000 by the Inspecting
Assistant Commissioner, the assessee had filed an appeal before the Tri-
‘bunal and the same is pending.

3. Bharat Handicrafts (P) Ltd.:

The addition relates to assessment years 1961-62 and 1962-63. The
latest available balance sheet as per assessment records is as on 30.6.1974.
‘The main assets as per this balance sheet are:—

Furniture Rs. 147/-.
Cash in hand and bank Rs. 1460 /-,
Provisional income tax Rs. 5140/-.

Debit balance in the profit and loss account Rs. 5°49/- lakhs.

It is, therefore, apparent that there are no attachable assets of the
<company, as is evident from its latest available balance sheet. It appears
‘that the assessee had discontinued its business with effect from 1.7.1969.
The assessment from the assessment years 1971-72 to 1975-76 had been
completed under section 144 taking the income as nil. The assessments
from 1963-64 to 1970-71 had been completed either under section 144
-or under section 143(3) estimating the assessee’s income. All the de-
mands in this case are covered by recovery certificates. The Tax Re-
-covery Officer had recently issued an irrecoverability certificatc for 75 per
-cent of the outstanding demand in this case.

It appears from the assessment records that a sum of Rs. 4 lakhs for
<each of the years ending 30.6.1960 and 30.6.1961 was levied as penalty
by the Director of Enforcement, New Delhi on 30.10.1961, as the
-assessee pleaded guilty before the Director for violation of FERA. The
date of payment of the penalties is, however, not available in our records.
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4, Messrs. Ambica Jute Mills :

The addition relates to assessment year 1971-72. Even after the addi-
tion of Rs. 14.41 lakhs, the net assessable income has been determined
as ‘Nil’ after setting off unabsorbed depreciation and business loss of ear-
lier years. As there is no demand, the Appellate Assistant Commis-
sioner has not listed the appeal as a priority appeal. The appeal is,
therefore, pending. The assessment has been completed on 28.9.77. The
penalty proceedings under Section 271(1)(c) are kept pending because
of the pendency of appeal.

5. Prabartak Jute Mills Ltd. :

Assessment year 1966-67: There was no Income-tax demand for the
'year, as the income of the year was entirely set off against the earlier
year's loss. Hence, no question of payment of any tax. Originally
penalty of Rs. 25,000/- was imposed under Section 271(1)(c) which
was subsequently reduced by the Tribunal to Rs. 9,360. The assessee had
paid before the Tax Recovery Officer the sum of Rs. 20,192 against the
original demand for penalty. Hence, there is no outstanding demand

against penalty imposed.
6. Gourishankar Jute Mills :

The assessment for 1963-64 was completed on 22.3.74. Penalty un-
der Section 271(1)(c) was levied on 22.3.76. The assessment order,
demand notice, penalty order and demand notice could not be served om:
the assessee as a result of the order of restraint passed by the Calcutta
High Court in the four writ cases. The Central Government Solicitor
had informed the Income Tax Officer on 3-12-77 that the injunction had
been finally vacated.by the Court and that there was no bar on the ser-
vice of assessment order, penalty order and demand notices. Accordingly
these orders were served only on 6.12.77. The quantum appeal was
filed by the assessee before the Appellate Assistant Commissioner only
in January, 1978. The Appellate Assistant Commissioner has fixed this
appeal on 16th March. The net demand payablé by the assessee (after

adjusting all the payments made) for this assessment year is only Rs.
70,941. The rectification order under Section 154 determining the above
net demand was passed by the Income Tax Officer only on 17-2-1978.
Payment is awaited. Regarding penalty of Rs. 5,50,000 the Income Tax
Officer has rejected the assessec’s petition for stay. It is understood that
the assessee is moving the Tribunal for stay of the penalty demand.
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7. Chittavalsah Jute Mills

Appeal for 1973-74 was disposed by the Appellate Assistant Com-
missioner in November, 1977 giving reduction in tax of Rs. 23.87 lakhs
as against the original demand of Rs. 25.21 lakhs raised in the assess-
ment. Departmental appeal was filed in January, 1978. For 1974-75
assessment year, in spite of heavy addition of Rs. 24.6 lakhs, the “total
income” was a loss. Hence, this has not been treated as a “priority
appeal”. Moreover, the assessment was completed only in September,
U/S 144 B.



APPENDIX I

SUMMARY OF CONCLUS{ONS/RECOMMENDATIONS OF THE
COMMITTEE ON PUBLIC UNDERTAKINGS CONTAINED IN

THE REPORT

S. No. Reference to Para Summary of conclusions/
No. in the Report Recommendations
1. 2 - 3 o
1 81 The foregoing Chapters would reveal not only
and the nature of economic offences committed by
: 82 captains of jute industry, but also the collusion of

number of ineffectual and inept functioning of
agencies of the Government of India with the ad-
ministration of statutory enactments passed by Par-
liament with a view to checking evasion of taxes,
under-invoicing of exports, concealment of foreign
exchange transactions which all constitute a menace
to the economic health of this country. As the Law
Commission observed in its 47th Report on Trial
and Punishment on Social and Economic Offences:
“These offences affecting as they do the health and
wealth of the entire community require to be put
down with a heavy hand at a time when the coun-
try has embarked upon a gigantic process of social
and economic planning. With its vastness in size,
its magnitude of problems and its long history of po-
verty and subjugation, our Welfare State needs wea-
pons of attack on poverty, ill-nourishment and ex-
ploitation that are sharp and effective in contrast
with weapons intended to repress other evils.” It
is in the context of the above observations of the
Law Commission that a number of amendments
have been carried out to the Central Excise and
Salt Act, the Customs Act and a wholesale revision
of the Foreign Exchange Regulation Act was made
in 1973. Vast powers have been entrusted to the
officials to administer these Acts and it is only natu-
ral to expect that sincere principled and effective

80
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implementation would achieve the objectives of the
Parliament in bringing out these amendments.

Unfortunately the examination of a number of
cases dealing with jute offences as detailed in the
preceding Chapters have given an impression to the
Committee that the departments armed with new
powers have not only not used the powers given to
them in a proper and effective manner but on the
contrary acted in collusion with the result that the
economic offenders, particularly, in the jute trade
and industry have been acting with impunity to the
detriment of the State whatever be the legal provi-
sions enacted to deal with them. It would suffice
in this context to refer to the facts of one case viz.,
J.K. Udyog Limited.

There are clear materials of evidence to indi-
cate collusion between certain high officers of the
Directorate of Enforcement including the Director
and certain persons connected with the J.K. Udyog
Limited who were involved in a very serious vio-
lation of Foreign Exchange Regulations Act. A
twist to the whole case was given by Shri S. B. Jain,
Director of Enforcement in June, 1976 asking for a
complete rcappraisal of the issues in the case and
the turn of events that took shape thereafter were
such as to provoke even the Special Director attach-
ed to the Directorate, Shri Dixit to retaliate in a
forthright manner exposing what in the view of the
Committee was a very serious case of conspiracy.
In regard to this particular case, the Committee
would like to make the following recommenda-
tions:—

(1) Th case should be reopened and prosecu-
tion should be launched against Bharat
Hari Singhania, Rameshwar Agarwal,
N.P. Puria, R. L. Rastogi, J. K. Udyog
and Ganges Manufacturing Co. without
any delay;
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(2) The Central Bureau of Investigation and
Central Vigilance Commission should be
asked to launch prosecution against Sar-
vashri S. B. Jain, T. N. Kaul and
A. N. Banerjee for having entered into
criminal conspiracy of committing offences
punishable under Section 218 of the Indian
Penal Code.

(3) The Central Bureau of Investigation and
the Central Vigilance Commission should
be asked to initiate action against Shri
S. B. Jain for purpose of prosecution un-
der 218 IPC for saving Bharat Hari Sin-
ghania from legal punishment. His find-
ing that Bharat Hari Singhania had ceased
to be a Director with effect from 11.2.1971
and not liable for contravention of any
offence under the Foreign Exchange Re-
gulation Act is clearly perverse.

The deep involvement of a number of top most
officials in the Enforcement Directorate and there
must be many in the Direct and Indirect Taxes
establishments also goes to show that the tempta-
tions and inducements are very great and if the Gov-
ernment is serious to put an end to all this exploi-
tation, drain in foreign exchange and evasion of
taxes, the only way out is to take besides other mea-
sures, stringent action against economic offenders.

The Committee would urge an immediate in-
vestigation by an independent investigatory agency
in all the cases which were handled by the Enforce-
ment Directorate during the past ten years to find
out the total money that had gone out of India ille-
gally in cases where total amount for one single
personjcompany|firm is more than 20,000. This re-
view should not only be confined to cases relating
to Jute trade but also to all other cases and the
offenders let off on technical and legalistic grounds,
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with a view to assessing the total loss suffered by
our economy by drain of foreign exchange and also
to find out means for repatriation of the amount so
illegally held abroad.

The manner in which the Central Excise De-
partment let off lightly serious offences committed
by these jute concerns as indicated in paragraph 69
supra cannot but be too strongly condemned.  The
Committee require that responsibility be fixed and
with a view to prosecute the guilty. It is a distress-
ing situation that out of 86 cases only in one case
prosecution was launched with the result the Mem-
ber, Central Board of Excise and Customs had to
admit that penal action was inadequate and prosecu-
tion was not launched while it should have been.
Looking to the evidence as a whole and the easy
way these jute industrialists have been taking the
Government Departments for a ride, the Committee
cannot help coming to a conclusion that some offi-
cials of the Central Excise Department also must
have fallen a victim to the lures of jute barons. The
Committee would urge the Government to appoint a
special Enquiry Committee to go into the offences
committed by the jute industry under the Central
Excise and Salt Act 1944 and take immediate cri-
minal proceedings in accordance with law wherever
such offences come to light’and also fix responsibi-
lity against officers found to have aided, abetted or
contributed by their negligent action, the commIs-
sion of the offences and light treatment meted out
to them. '

The jute industrv has also been guilty of sup-
ression of income and generating untaxed black
money. The instances given on para 71 supra show
only the tip of an iceberg. The offenders. taking
advantage of the various oprocedural delays, al-
though caught concealing their income. are still at
large and the Income Tax Department has been en-
abled to give an allibi for continued inaction. The
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Committee would strongly urge the Government to
instruct Central Board of Direct Taxes to entrust
these cases immediately to a prosecution cell for
processing them for filing prosecution proceedings in
the Courts of Law.

The Committee cannot but express its sadness
at the way the Law Ministry has been used by the
economic ministrics in justifying delay jn taking
action whercver the offenders have resorted to
mere strategems. The Law Ministry had allowed it-
self to be used for the gains of individuals and as
pawn in the game played by the jute barons and
their friends in the cconomic ministries. The Com-
mittee are unable to believe the beneficiaries  had
not shown any consideration for helping them.

The responsibility of processing the legal pro-
ceedings in Courts of Law on behalf of the economic
Ministries the Law Ministry has dismally failed in
discharging this responsibility as could be secen from
evidence tendered by the Secretary and the Joint
Secretary of the Ministry. The Committee require
that the Law Ministry should restructure its func-
tions, limiting its role to tendering legal advice
promptly to the Ministries but place squarely the
responsibility of processing the case expeditiously on
the Ministries themselves.

The Committee fervently hope that the above
recommendation would be promptly and faithfully
implemented by Government so that unhealthy trends
that are creeping up in the economy may be revers-
ed.

The Committee further desire that in view of
the shortcomings in the functioning of the Jute Cor-
poration of India, which make it possible for the
jute industry to thrive despite their nefarious activi-
ties, Government should immediately consider taking
steps 10 strengthen the Corporation to function




effectively as a regulatory and marketing organisa-
tion elimiating all kinds of malpractices especially
those relating to violation of foreign exchange re-
gulations. The policies of the Corporation should
be such as to deny any advantage to the industry in-
dulging in malpractices. The steps taken in this re-
gard may be reported to the Committee within six
months without fail.
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