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INTRODUCTION 

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

In order to examine the various aspects of tile fuDctioniDi of Juse Cor­
poration of India in depth the Committee held as many as 30 sittings. The 
Commi~ have already presented five Repons on the subject of Jute Cor­
poration of India viz., Third Report (6th LoIc Sabha) on 'Jute and Exploi­
tation of lute Growers; Eighth Report (6th Lok Sabba) on 'Govenuacnt's 
unfair pricing policy for raw jute', Twelfth Report (6th Lok Sabba) on 
'Back to Back Arrangement for sale of Jute to Jute Mills', Thirteenth Re­
pon (6th LoIc Sabha) on 'Procurement and Marketing of Jute by Jute Cor­
poration of India' and FOUJ1eeDth Report (6th LoIc Sabba) on 'Orpnisa­
tional Matters'. This Report deals with economic offeaces which are so 
widespread committed by Jute Trade and Jute Industry. 

This is a apecial Report and indeed a very revealing document which 
exposes the JBII8Ditu.de of loot by aome of the topmost business houses by 
depriving tile country of its legitimate earning of foreip exchlllllc and 
cheating the Exchequer-willi them there are some senior Otlil:WlI who col­
lude and shield them uodoubtedly for big considerations. Both need to be 
dealt with firmly and ruthIcssly, otherwise we shall never be financially self­
suftK:ient and will continue to be one of toile topmost debtor countries in the 
world. The minimwn prices o£.,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 tile so-called "viability of Jute indu.try" and 
protecting export market of jute manufactures from an imaainary "dele­
terious effect" of any incrase in prices of raw jute iporiDg wideapread ec0-

nomic offences and corrupt practices that are prevaleat the price of raw 
jUle have been artificially depressed. 

Wbile 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 one form or the 
other at a concessional rate of interest. In addition,subltantial export sub­
sidy in different forms is also Jiven to the jute Industry by the Government 
in order to make export of jute goods profitable. 

1bere haw been numeroul complaints of malpractices iDdulged in by 
almost all the leading exporters of jute manufacturers depriving the Indian 
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Exchequer DOt only of the tax revenuc but also draining the CCOIlOIDy of 
the COUDtly of the precious foman n.cbsmv and the black moDey thus 
FDerated was mostly utilised for smuglina purpose. The inquiries made 
by the Committee in this reprd have remded many very disquieting features 
wbidl are DOt so much due to any flaw in the respective enactments made 
by Parli8lDCDt as due to Ihe senior lop officials of tbe Government including 
thole beloaainIto the Enforcement Department, Central Board of Revenue 
and Central Board of Excise and Customs aU under the Ministry of Finance 
adoptin, what appear to be corrupt practices mostly in collusion with habi­
tual bia economic offenders. 

It is amazing that in a IpIUI of 10 lone yean not even a. siqIe pelIOD 

in jute trade which it teethiDa with malpractic:a and ecoaomk: ofICIDceI 
violatina Foreian E.xcbanae Rqulatioa Act WII prosecuted. Neither there 
il even a ainale illltaDce where the muimum penalty had been imposed 
inspite of the fact that some of them were found to have repeatedly violated 
Foreign Exchan,e Regulation Act. 1bis is inspite of the fact that an exer­
cise was made to ti&htCD the Foreign ExcbanF Replation Act provided for 
the proaecution of economic offendera without prejudice to any award of 
penalty b) the adjudication officer. 

It is ammo, and rearettable to note that maximum penalty was imposed 
and proICCUtlon was alto launched apinst the !ben Member of Rajya 
Sabha durina emergency, just for overstaying in a foreign country, while 
the profeaional and veteran economic crimhlals were allowed to go un-
punilbed. It appears as if the EGforcement Directorate was DOt meant 
10 detect or prevent economic oft'ences wbich have serious deleterious effect 
on the country's economy but more to shield the economic criminals but alto 
to act as a tool for fulfiDing penonal vendotta and political vindictivenea. 

The cues mentioned in this Report covering a very short limited period 
Ire only thole which came to the .Departments by chaace detection and 
u-post fQCto scrutiny of records. Tbese inJtances of econonUc offences 
committed by the captains of Jute Indllllry show oaJy the tip of an inc:.cberg. 

The deep involvement of a number of topmost officials in the Enforce­
ment Directorate, Direct and Indirect Taxes estab1isbmeats and the way 
they UIC the MiDistry of lAw to achieve their ends JO to show that the tan­
ptatioDa and inducements are very great. If the Government is serious 
to put an end to aU these malpractices draining foreip excb8Jlle and evasion 
of tues. the only way out is to award ~reat punishment to habitual 
ecoaomic oIfenden IS weD II to the ofIic:ia1s who collude and shield. 

Such ofIendcn lDust allO be deprived of credit fac:ilities proWled by 
Nationalised Banks aDd other financial iDstitutions so that their c:apacity 
to lndlllae in heinous economic: oIeDcea is effectively contained. In fact 
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giving financial assistance to such person would amount to adding fuel to 
the fire auP streDgthening them. Individual/Firms/Companies which arc 
guilty of offences under Foreign Exchange Regulation Act involving more 
than Rs. 20,000/- sbould never be allowed to be member of any Committee, 
body or organisation in wbich Government has any direct or indin:ct 
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 dircctly or indirectly 
connected 

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

It is also necessary tbat Government should immediately consider taldng 
steps to setting up of economic intelligence agencies in important foreign 
markets and at the same time strengtheaing 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 excbange regulations. 

The Committee wish to express their thanb to all official and nOlI­
official organisations for placing before them the materia] and information 
t.hey wanted in connection witb tbe examination of Jute Corporation of 
India. 

The Committee considered aad adopted the Repon at their aittina held 
on 24th August, 1978. 

August 29, 1978. 

iiiUid;a -7~1900(SOkQ). 
JYOTIRMOY BOSU, 

CItoirman, 
Commitl« 0" Public UndertGkingJ. 



REl"ORT 

I 

INTRODUcrORY 

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 kvcr everywhero::. It is rl!grl!t­
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 tbe 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 conunercial banks at a concessional rate of interest. Cash compensa­
tory support to Jute industry is also provided by the Govenunent against 
export of jute goods. The poverty strikeo ltarvillg jute grower is, bow­
ever. left high and dry. 

5. The Committee have further n0te4 that the COVCfa,e of raw jute tlade 
~ }ate Corporation has been very insipificant. 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 
r~tes. The jute trade thus operates totally in the buyers market . 

6. During evidence, the J ute 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 "I would 
not be able to say anything about the quantum of black-money generatoo, 
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 suppon 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 mmlmurn suppon 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 son of transaction is not only unhealthy for the 
entire economy of the country but also undermines t·he 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. t' 

8. In their 12th Report dealing with the Back to Back Arrangement 
for sale of jute to jute miDs, the' Committee have noted that from 1973-74 
to 1975-76 (May, 1976) 'the Jute Corporation of India supplied jute 011 

credit to various mills, the sale price of which was determind on a cost plus 
basis, Wlder arrangements known as Back to Back Arrangements. The 
Committee found that a cloak, to secrecy was allowed to envelop the origirt 



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. 

to. 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 citi2X:ns. 

11. In regard to export of jute goods, the Jute Corporation of India 
Ofticers' Association has stated as follows:-

"The carpet backing exports account for nearly 30 per cent of total 
jute goods exports of t,be country. Out of total carpet backill& 
exports the share of the American market is about 90 per 
cent. And 90 per cent of our carpet backing exports ar. 
handled by 1 OJ! 2 importers in America and about 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
ernment. 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 canal ising carpet backing exports 
through the Jute Corporation of India". 

12. The foregoing narration of the findings of tlb: Committee and tile 
facts placed before them indicate that the Jute Corporation of India was 
readered iaeffective 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 E1tcises 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. 



II 

ECONOMIC OFFENCES COMMITTED BY MANY LEADING JUTE 
EXPORTERS UNDER THE FOREIGN EXCHANGES REGULATIONS 

ACf 

15. There have been numerous complaints of malpractices induleged in 
by the leading exporters of jute, both Indian and foreign, sometimes 
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 smugglin! 
purpose. 

16. The agency to check these malpractices is the Directorate of Enforce­
ment. It might be peninent in this connection to recall that the Forei~ 
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, 4(), 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 I would show the Enforcement Directorate have belied 
the high hopes placed on it and have desperatdy 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-jumc. 
ill the Calcutta High Court. In cases of Reliance Commercial Corporation. 

I 
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and their Partners, and Reliance Textile Industries Pvt. Lta., the hearinl 
of the cases is stated to have been completed, but the adjudication order ill 
under issue. In case of Louis Dreyfus and Co. Ltd., reportedly a notorious 
internatiOnal racketeer, a penalty of Ri. 16 lakhs was imposed 011 the 
Company and a penalty of Ri. 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 naturally 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 
fhis 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 stilI pending". 

When asked: 

"00 you know the head man of this firm has died. So, this one 
ClOre 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 aDd 
K. K. Acbarya". 

Shri T. N. Kaul, Dy. Director, Enforcement Directorate, Calcutta, added: 
"It 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 Calcut\'! High Court 
gave Ii 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". 



·7 

20. However, this statement 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 loint 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 Gov!. Solicitor. 

21. The Committee is of the opinion that the Officers of the Enforc.:­
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. Tho 
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 the Department of Legal 
Affairs, Ministry of Law. 

22. In one case, a penalty of Rs. 16 lakhs was imposed on Mjs. Louis 
Dreyfus and Rs. 50,000 on its local manager by an order dlited: 23-5-1977. 
The party was given 45 days time for payment 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) infornled 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 3ppeal only on payment 
of the deposit and it is only as an exception uooer the proviso that the 
payment may be waived in caSe of genuine hardship and that too by the 



• 
Appeilare Board. The Directorate of Enforcement assumed to itself ar­
bitrarily powers whicb it did DOt possess aDd as if it was done with a vie. 
to help big foreign excbange ofleDden. 

24. From the file furnished to the Committee, it is noted that only 
in January, 1978, after the Committee examined in detail Sbri S. B. Jam, 
Director of Enforcement, a Certificate has been issued for tbe recovery 01 
penalty al 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 ofle·nces of violation of 
Foreign Exchange Regulation Act have been registered under Sectioas 4, 
5, 10, 12 of the Foreign Exchanae Regulations Act, 1947 and Sections 8 
and 9 of the Foreign Exchange Regulations Act, 1973, the action takcD 
by the Directorate has revealed a pattern of delayed adjudication aDd a 
low peDalty in big cases and entirely dille rent treatment given to small 
cases. The following are 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 m~lead 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. 

(c) The Committee have come to know from the written informa­
tion furnished by the Directorate of Enforcement that Bird aDd 
Co. Ltd. and their Directors were involved in no less than ei&ht 
detected cases of violation ·of FERA during 1969 to 1971. 
No pro!IeCution was launched in any of these eight cases: 
When asked about this the then Director of Enforcement (Shn 
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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 die attention of the representative of the Enforce­
ment Directorate to the cases (i) State Vs. Kumari Drupati Sabi Singh 
Bhawani, AIR 1965 Bombay 6, and (ii) Picket Vs. Fesq (1949) 2AlJ. 
E.R 700. The judgement in the first case says:-

"Offences against export and import restrictiol1!t 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 otIences against the statute, the statute for the 
breach of provisions of which very heavy penalties have bee. 
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 offen.::e 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 flj}liog under the 
description of economic offence. 

(d) In the cases of Ashoka Marketing Ud. in which sbow cause notice 
was issued on 22-3-1974, the amount involved was Rs. 52,864 aDd a 
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penalty of Rs. 10,000 was imposed on 29-3-1976 (during Emergency). 
1be party went in appeal which was dismissed. It was a very fit case for 
lawu:hing criminal prosecution but the same was not done. During 
ovidence, the enforcement Director (Shri S. B. Jain) informed the C0m-
mittee that S. P. Jain and his group were caught four times indulging in 
violatiOlll of FERA but criminal prosecution was never launched. 

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

29. This shows that the Enforcement Directorate was in fact not meant 
to detect or prevent economic offences which have serious deletrous effect 
011 the country's economy but more as a tool for fulfilling personal vendatta 
aud political vindictiveness. . 

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

(a> Diversion of goods consigned to countries in the rnpees pay­
ment area to countries in the convertible currency area. 

(b) Under invoicing of expon 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 foreip exchange on 
which there was a right of the party to receive pm-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 
penon. in jute trade violating Foreign Excbange Regulation Act was prose­
c:uted. Neither there is a aiqle instance where the maximum penalty had 
boen imposed inspite of the fact that some of them were repeatedly 
violating Foreign Exchanae Regulation Act with impunity. This is iDspite 
of the fact that the Foreign Excbange Regulation Act was tightened to' 
JIt'Ovide for the prosecution of economic offenders on the recommendations 
of the Law Commission. It must be remembered that prosecution bas to 
be launched under the Act without prejudice to MlY award of penalty by 
the adjudicatioo officer. 
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31. The Committee also observe tlJat even the penalty that is imposed 
was not strictly in accordance with either Section 23 (l) of the old Act or 
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 ace 
undoubtedly adequately greased. 

33. When questioned about this. the witness. Shri Jain could not giv~ 
any satisfactory reply to the Committee. The whole episode makes one 
suspect that either the Directorate of Enforcement was completely 
unaware 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 case 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 
cl the case are given m 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 instrwnentality 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 
IDdia 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.XNI17687!X. 
5l$-73 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 permi:ssion if possible but adopting some devious 
schemes if the ofticial sanction was not forthcoming. 

36. J. K. Udyog made an appHcation dated 30-1-1969 to the Direc­
tor of Export Promotion seeking pennission 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. 3811132 dated 

29-1-1969 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. HeUer & Co. Inc., 200 Park Avenue, New York and (ii) 
Mis. 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 
)inghania, Director of the G3IIges Manufacturing Co. Ltd. (This Bharat 
Hari Singhania is the person who master-minded the ope~tions the full 
lccount of which are being detailed in the following paragraphs). The 
~pplication 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 aa 
employee of J. K. Udyog (armed with the exchange allotment by tho 
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 ha¥c 
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 
nam<..'li 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 
Preside:nt. 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 profe.~sion, was named as Shri Rameshwara Agarwala's Deputy 
,'or 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, 
Ihile 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 
iinghania in Calcutta. The attorney Mr. Samuel Shapiro wrote oa 
7-2-1970 a letter to Rameshwara AgarwaJa informing of allotment of the 

stock of Paramount Backing and Burlop, delivery of 60 shares in Paramount 
Backilll 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 
had 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 U.S.A. (he had earlier offered his 
aemces to work as an agent of J. K. Udyog in the Southern States). 

40. On 3~3-1971, 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. aause 3(i) of the said Memorandum required the 
J. K. LJdyog 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 
atrorney 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. It 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 Sbri 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, U.S.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 
DSfarious scheme of building up foreign excbange resources abroad by 
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passing off to Paramount Backing Burlope Inc., not only the legal Com­
missioo but also the benefit of price-difl'erentials as would be clear from 
the facts stated below. 

42. R8.mcshwara Agarwala and N. P. Puria worked in U.S.A .• ery 
actively. Bharat Hari Singhania was kept posted with development relative 
to Paramount Backing Burlope Inc., by letters written by and telephooe 
calls made from Rameshwara Agarwala and N. P. Puria. N. P. Puria all 
Officer-in-charge of Paramount Backing Burlope Inc., wrote a letter on 
25-2-1970 (tJwugh he was still an employee of the J. K. Udyog) to JK: 
Orpnisation 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 Regia­
tered Post. Even small matters relating to day to day management fA 
Paramount Backing Burlope Inc., e.g. recruitment of staff, sales girl, wa~ 
all being reported to Calcutta. Letters dated 20-6-1970, 5-7-1970, 
2-7-1970, 18-8-1970, 20-8-1970 written by Rarneshwara 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 011 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
>;ara Agarwala from New York sought instructions from Bharat Han 
Singhania regarding Paramount Backing Burlope Inc., fQnds 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. Purla was the man for the 
job), mode of credit sale by Pa'ramount Backing Burlope Inc. 

43. A letter dated 24-12-1970 from the JK Udyog signed by 
Ramesbwara 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. rang. of 
prices at which the products were to be sold. An extract from one of tho 
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 
thiN; it proper, you may calculate the price-list with lower 
price" 
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(lst set-price higher by 9 per cent, 2nd set, price higher by 8 per 
cent. Market reports sent by Rameshwara Agarwala from 
New Yott 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 oommit offences by 
contravening the provisions of sections 4, 9, 10 and 120( tho 
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 seiud oonstitute 
relevant evidence within the meaning of section 10 of the 
Indian Evidence Act." 

45. It 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 wero' interrogated 
and further documents were recovered by issue of summons and directives. 
It wm be necessary to state the seriousness with which the investigation 
was conducted by the Enforcement Directorate. 

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

(i) Rameshwar Agarwala maintained a Bank Account with the 
First National Oty Bank, New York (According to subse­
quent enquiries it transpired that he opened lIII account with 
the First National City Bank, New York on 22-7-1979 and 
iIIaintained it ti1l 14-12-1973). 



(ii) Rameahwar Agarwala rented a safe for two years from 19-4-
1913 at Chase Manhattan Bank, New York. 

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

41. AI already stated, scrutiny reports and enquiry reports were sub­
mitted on 23-3-1914. They indicated: 

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

(ii) Criminal Conspiracy was committed by SIS. 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. Sbri S. C. Neogi, Deputy Director, Calcutta by his letter 
No. T-31419ICalI13BNC\2246 dated 23-3-1914 suggested to Shri A. K. 
Ghosh, Director of Enforcement:-

(i) Overseas enquiries. 

(ii) Prosecution under the Act [Section 13(1 )(e) read with seCtion 
230A»). 

(iii) Prosecution for Criminal Conspiracy uls 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 21-6-1914 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, 1916 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-3j1l5-C113, Vol. II 
dated 10-6- t 916 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. J 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. III 
-case you find Shri Banerjee had properly appreciated fbI: 
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. II. 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 Mis. 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-lain 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 formidabl~ 
evidence of commission of serious cognisable offence which is punishable 
with long imprisonment, for charges against SIS Bharat Han Singhania, 
Rameshwar Agarwala, IK Udyog and Ganges Manufacturing Co. nothing 
was done by the Director of Enforcement Shri S. B. lain. 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 lain con­
descended to hold the adjudication proceedings and passed the order of 
Idjudication on 13-7-1977 whereby he imposed a penalty of Rs. 6,50,000 
on the IK 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 Sin~anja 
and the Ganges Manufacturing Co. is against the weight of 
eoridence on record. 
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(iii) The failure 10 institute prosecution for criminal conspiracy • 
malafide. 

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

54. In a note of dissent appended to the Report of the JoW Com­
mittee on the Foreign Exchange Regulation Bill, 1972, Shri Jyotirmoy 
Bosu, M.P., a 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 
apinion expressed by Shri Kaul was motivated. Shri Jain was provOked 
to record a note on 18-10-1977 in File No. T-31115-C173-Vol. II in which 
he inter alia observed:-

"It would be unfair to say that tbe findings of the officers were 
motivated. The Officers should be ellcouraged to give their 
frank opinion and merely because the opinions are foulrd to 
be wrong, we sbould not attribute any mola(ide to them. 
We oould only pull them up for not examIning the matteTll 
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 tbe 
C'-emmission of Offence of baving made Official writings with the illtel;lt to 
save Bharat Hari Singhania and several other persons from legal punish­
ment. 

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

SS .. 11te COllllllltt!e aIIo recO ...... tIIat SjShri S. '8. Ilia, T. N. IUiIII 
_ A. N. 'IIItaerIee be ..... uted tor ..... aeere.I Jato eIhIiMI eo.-
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piney of colllJllittiDg otIe&re!i pllllislulble u/ s iadioa 218 of Indiaa PeaaI 
Code. , 

.. 59. The COIIIIDiUee furtIIer recoa.aead that Sbri S. B. Jain should be 
pros«uted UDder Section 218 of IDcIan Penal Code for saving IIIIant 
Hari Singhania from legal . punishment His fiDdiDg that Bharat . Hari 
Sispania bad ceased to be Director w.e.f. 11-2-1971 and 85 such 80. 

JiaMe for the contravenlioa of the oIfeuce under Section 10 of the Foretga 
EIlCIlangll Regulation Act, 1947 is clearly perverse and motivated. 

60. De Committee also reco.mmend that pendiag institution of pr0se­

cution cases, Sarvashri S. B. Jain, T. N. Kaul and A. N. Benerjee mould 
lie placed under suspension with immediate effect and they should not be 
allowed to hold any office and have lIttess to any documents till their c:asN 
are fill8lly 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 
<If 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 1.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 tllkinf( action 
agaimt Hoare Milles &; Co. Ltd. for illegal acquisition of some Australu. 
shares and also for prosecuting the officers under Section 218 of Indiaa 
Penal Code for not instituting. prosecution proceetlngs in spite of the 
Ministry of Law's opinion. 

63. During the evidence of the representatives of Directorate of En­
forcement the Committee were informed that Shri Bharat Hari Singh ani a, 
Director of Mis. 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 
U.S.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. 
Accordiftgly 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, Assist.ant Director, Enforcement 
Dhctoratc who in his letter dated September 24/29(30. 1975 during 



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 DOW be withdrawn". 

64. 1'fIas, SIIri Slagbuia alfimately succeeded ill bye-passiag evea die 
eUraordiury law of the bnd of wIIidI odIen Jay become victilll5 through 
CoUusiOll wida EniorcenaeDt Direclorllte. s.rv.IIri S. C. GIaosIa, s. C. 
NeOgi, M. D. DiDt have doue their duty property _ tile Committee are 
pIuIed to lUke a note of it and would like tile Govennnent to appreciate 
dteir pedomlllllCe in tIda reepect. 
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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 CQmmittee 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 Oift'nee involved Valued 
the Compan) 

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

I. Angus Jute Removal of .acking c10lh Rs. '5,800!-
Work, Hoogltly without dUly without duty 

,. Ganges Mfg. Co. Usc of Jute withoul R,. I' 47 lakh, 
paymf'nt of duty. 

':~. 5hamnagar Jutt" Removal of Jut(" without Rs. 30.g0,OOO/M 
Factory paymen t of auxilary 

~. Victoria J ult" • 

duty. 

Rt"Inoval of jutt' witJlout R~. 29,540/~ 
paymt"nt of duty. 

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

Penalty Pro!l<"cu-
l("\'ied tion 

Nil Nil 

Nil Nil 

j\;il ~il 

Nil Nil 

66. In several cases the Committee was not vou.::hsafed about the full 

and complete information regarding the total number of cases involved 

in regani to removal of jute goods, without payment of excise. There 

were alS(1 cases where the violation of excise rules had taken place involy­

ing sev." II lakhs of rupees which were not acco!: nted for in statutory boob 

29 
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of account. Following are some of the illustrative iDstances:-

S. No. Nam~ and add .... of 
the Offendr.; 

()ff~nc< Amount involvtd 

I. MI •. Easter Manufacturing Storage of excitabl~ R,. 6,08.558/. 
Co. good. in USSR 

Director. 173F, 173G(i) &: 
Shri G. S. Kanoi, 4iCE Rules. 
Shri D. N. Kanoi, 
Shri S. P. Kanoria, 
Sbri N. K. jhunjhunwala, 
Shri J. K. Kanoi, 
Shri S. K. Kanoi. 

2. MI •. Budg~ Budge Amal. 
lJamal~ Mills, 

(Unit: Delta) 
Dir~cton : 
Shri B. D. Kanoria, 
Shri B. N. Jhunjhullwala, 
ShTi A. K. Poddar. 

(a) Non·accounted Ro. 5,35,4641. 
with statUtory 
books of accoun ts 
R. InG(4) 53 of 
C.E. Rut.,.. 

Punishment. 

Penaltv of 
Rs. ;0,000 
R.F. RI. 10,000 

R.F. R •. 12,000/' 
Duty RI. 3,792/­
dat~ 29-7-75' 

Penalty Rs. 50,OOO( 
Rs. 5,oooR.F,P.M 
Rs. 510,000 dated 
13-"'1975· 

(b) ]\;on-accountt'd Pt'naIty Rs~ 5(;(11-
with statutorY dt 5-4-1976. 
hooks of accoun IS 
R. 1 73G(4) 53 of 
C.E. Rules Rs. 1,6g,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. I lakh with 7 years' imprisonment and a fine. In 
other cases the punishment extends kl 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 iallnched." 

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 
nnder 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 kl the Committee, are only those which 
came kl the Department by chance detection and ex-post-facto scrutiny 
of records. The actual dimension of suppression of removal of jute 
.lPlUfacture without payment of excise would appear to be some thiac 
wtrich is fantastic. 



IV 

OFFENCES RELATING TO DIRECT TAXES 

70. The captains of Jute Industry have not only been indulgin& in 
violation of Foreign Exchange Regulation Act and the Excise Laws but also 
persistently infringing the laws relating to Direct Taxes. They have been· 
~g tremendous amount of ineome 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 
nab offcoces along with relatable particulars are given below: 

(a) Luchini Narain Kanoria and Co., Calcutta with SIShri 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 1000ses. 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 !lug­
gested by the Department. 

(b) Hastings Mills Ltd., Calcutta with (l) SIShri N. D. Bangur~ 
(2) Shri D. P. Goenka, (3) Sbri B. P. Ray, (4) Sbri C. 'R. 
Mehta, (5) Shri M. I. Wadsly and (6) Sbri R. C. Lakhotia as . 
partners/Directors concealed real income to the extent of· 
RI. 6,40,000/- by showing loans from spurious parties. The 
ofIeDce 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·\w been issued. 

(c). Briif!lllUian & Co., CalC\1tt<l, with (I) Shri ~ghunandan Nagar,_ 
(2) Shri Hira1al Gupta (deceased), (3) Shrl Vijay Krishna 
Gupta, Minor by Hira1aI Gupta (deceased) as partnersl 
Directors concealed income to the tune of Rs. 3,82,684/- by 

31 
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abowing cash credits in the name of partners in the form 01. 
'Kbata pata' loan. Low estimation of tum over and gross pr0-

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 011 13-3-1976 whiGh 
has not been paid and the appeal against penalty stands before 
Income Tax Appellate Tribunal. 

(d) Bharat Handicrafts Pvt. Ltd., 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 year ending on 30th June, 1960 and 30th June, 1961. 
The investigation started on 20th July, 1969 and the Sho .... 
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 27l(I)(c) of the Income Tax Act. The entiJe 
demand is outstanding. 

(e) Ambica Jute Mill Ltd .• Calcutta had concealed RI. 13,61,1751-
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 A,ssistant 
Appellate Commissioner, K. 'Range, Calcutta 

(f) Gaur; Shankar Jute Mills Pvt. Ltd., Calcutta with (1) Shri V. N. 
Bhagat, (2) Shri B. L. Rajgarhia and (3) Shri S. N. Dalmia a8 

partnersjDirectors 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 RI. 4.05 lakhs. Investigations started 
in May, 1970 and the Show Cause Notice was issued OR 

7-3-1974. A penalty of RI. 5,50,000/- . was impoaecl OR 

22-3-1976. Demand notice of the penalty was serwd OD. 

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 ASllistant Commissioner. 

(g) Chitavalsha Jute Mills Co. Ltd., Calcutta with (1) Sbri C. 
Hockley, (2) Shri NitayanaDda Singh Roy, (3) Slari S. It. Mitter 
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(4) Shri Ani! Dey, (5) Shri S. C. Olaturvedi and (6) Sltri D. 
Bajoria as partners/Directors suppressed income to the tune of 
Rs. 24,96,000/- and furnished inaccurate particulars under 
Section 271(l)(c) of the Income Tax Act, 1961. Investigations 
started on 23rd September, 19'75 and the Show Cause Notice 
was issued on 18th March, 1976. Proceedings under Section 
(271(I)(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 parmers/Directon 
suppressed income to the tune of Rs. 1,11,550/- and furnished 
inaccurate particulars under Section 271(l)(c) of the Income 
Tax Act. They had shown inflation of purchases and syphoned 
oft 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. 

71. Considering the C8Se!I meadolled aboye COl'eriag a nry short 
Iimtted period, ad the mture of oIfeaces eommIUed by habitual oIfeuden 
ill the jute iDdastry, the Committee are of the firm view that lIDless eeonomic 
oIfeIICes like emsioa of tlll:es, syphonlng of( fIIIIds from joint stock compa-
Dies through I118Dipu1atiou of a«OIIIIb etc. are dealt wIftI 8el'erely. cntda& 
short the procedural delays, tile geDeflltion of black m.-y &lid other cor­
rupt pradices will contiDue io grow tllereby bmvy till: borde. to 'III 011 
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tile people aDd C8IIlie raeahDeat 011 die IU-payers ... sIIMteriag of D8tiOIlaI 
ec8IIOIIIy, eoaapelliJlc die Go.,enuDeIIt to iDcreMe fues ad caasiIq: 'severe 
raeatDlellt ........ die people. 

73. The Committee desired to know whether any credit from financial 
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 Committee in a written reply dated 26th April, 1970 
as foUows:-

"Penons 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 penistent offenden, 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, the 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 corrununication sent to the Ministry of Fmance on 3rd November. 
19n 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 penons 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 finaucial or other. Important personalities like 
President, Prime lIinisted, Ministers and other VIPs should not participate 
in any function or cerem"ny with which such economic offences are directly 
or indirectly connected. 



V. 

HANDUNG OF LITIGATION CASES BY TIlE 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 01 
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
ernment when they sought advice on questions of law the Ministry of Law 
were also in 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
ernment employees. 

78. The Committee desired to know whether the Ministry of Law had 
issued any guidelines to forestall the attempts of unscrupulous businessmen, 
tax evad6rs 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 possible 
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: 
'70 be frank. 1 do not like it at all. If 1 had my way, things would have 
been done much faster." Asked whether responsibility has been fixed for 
tbe delay, the witness added: "I may point out that the Ministry came into 
the picture in March, 1979, and the counsel !lad been instructed immedi­
ately afterwards. He bad filed Vakalatnama on 11th July, 1979. Within 
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on.: 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. Tile foregoing Chapters would renal BOt Ouly tbe Dafure of econo. 
mk oftences collllllitted by captaiDs of jute indDSCry, but also dae coIIusioB 
of number of inellectual amd inept fundiooing of agencies of the Govem­
ment of IDdia widl the admiDiIitndion of statutory enadmeDfs passed by 
'arOament witlt a view Co dlec:kin& evasioll of taus, undeMnvoicilll\ of 
exports, eonceaimellt of foreip excbaage fraDliadions wbich .u collStiblte 
• menace Co tile eCGllOmk heal ... of this couatry. As die Law CoJlHllislioB 
obIierved ill its 47th Report on Trial .ad Puaishment on Social aod Econo­
mic: OlftlCes: '''IbeIe oftences aftectiag as tbey do the health ad lIealth 
of the entire community require to be put down with a heavy band at • 
time wben the conntry hu embarked upon a giJpntic process of social .-d 
economic pIaeniIIg. With its vastness in sbe, its mapitude of problems 
_ its lOBI llistory 01 poverty and subjugation, our Welflln! State IIeed8 
weapoDl of auadl on poverty, ill-nourishment and exploibtion that 11ft 

..... and ellective i. contrast with weapoas intended to repress otbeI' 
evDs." It is in the co.ntext of the above observations of th Law Commi&~_ 
that a number of amendments have been carried oot to the Cenb1:d Excise 
and Salt Ad, tIte Customs Ad and a wholesale revision of the Foreiga 
Excbange Regulation At't was made in 1973. vast powers have been 
entrusted to the ofticills to administer these Ads and it is only natural 
to expect that ~ncere principled and ellective implementation would achien 
the objectives of the Pariiament in bringing out these amendments. 

81. Unfortunately the examination of a number of cases dealing wid! 
jute ollences as detailed in the preceduing Chapters hlve given an im-
pression to the Committee that the departments armed with new powers have 
not only not used tbe powers given to them in a propel' and eftective manDel' 
but oa the contrary acted ia coDusion with the result that the economic 
oIenders, pnticularly, in the jute trade and Industry have been acting witII 
Impunity to the detriment of the State whatever be the legal provisioDs 
eaacted to deal with them. It would suffice in this coatext to refer to file 
facts of oae case viz., J. K. Udyog Limited. 

83. Tbere are clear materials of evidence to indicate coDusion betw~ 
certain high oftkers of the Diredol'llte of Enforcement inclucling the Direc-
tor and certain persO.llli connected with the J. K. Udyog Limited wbo were 
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iDvoh'ed iD a very serious violation of ForeigD Exdlaap Regulations Ad. 
A twist Co die whole case was given by SIIri S. B. laiD, Director of Ea­
fon:emeat iD lune, 1976 askiDg for a complete reappraisal of tile ~ iD 
the case and the tum of eveDts o.t took shapes there8lter were 8IK:1l as to 
provoke even the Special Director attached to the Diredorate. SIui Dixit to 
retaliate iD '2 forthright manner exposing wbat iD die view of tbe Committee 
was a very serious case of CODspiracy •. In regard to this particular case, the 
Committee would like to make tile foDowiag recommendations:-

(1) TIle case sbould be reopeued aad prosecutioa should be 
. .launched spinst Bhllrat Hari Sinpania, Ramesbwar AprwaI, 

N. P. Puna, R. L. Rastogi, J. K. Udyog and Gances Manulac­
turiDg Co. without aay dday. 

'~) TIJe Central Bureau of Investigation and Ceatral ViJiIaace 
Commission sbould be Bed to IaunchecI prosecution apiDIIt 
Sarvasbri S. B. Jain, T. N. Kiml and A. N. Baaerjee for bavinl 
entered into criminal conspiracy of committina offences punish­
able onder Section 218 of the Indian Penal Code • 

. (3) The Central Bureau of Investigation aad tbe Central Vigilaace 
Commission sbould be asked to inifD:Jte action against Sbri 
So B. Jain for purpose of prosecution under 218 IPC for 
~ving Bbarat Hari Singhani. from legal punishment. . HiI 
&acting that Bbarat Han Singllania lad ceased to be a Director 
with effect from 11-2-1971 IIICI Dot Hable for contraTention of 
aay olfence ander the Foreign Excbaage ReguIatioD Ad . Is 
clearly perverse. 

84. The deep involYemeDt of a number of top most ofliclals in the En­
forcement Directonate aad tllere JDUSt be JIIIUly iD flIe Direct aDd Indirect 
Taxes establishments also goes to sbow ·that the temptations and iadocements 
are very great &Dd if tile Govel'llment is serions to pot CDd to aU this u­
ploifation, drain iD foreign cxdlaare cmd evasioD of taxes, the oaly way oat 
is to tale besides other measures, stringent acdon apiDSt economic 
offenders 

85. The Committee would IIIJe IJD immediate investipdon by lID iade­
pendent investigatory agency in aD the cases which were handled by the 
EnforcemeDt Directorate during the pat ten yea'S to find out the total 
money that bad gone out of India iUepIIy in CIL'fCS where total IIDIODnt f. 
ODe siJIaIe penon/company/firm is more tbaa 20,000/-. Dis renew 
should not only he confiDed to cases relating to lnte trade bat also to aD 
other cases and the olfeaders let otf on tecbnicaI . and lepUstie growdl, 
with a view 1& assessing the total loss sufferred by om ecoaomy by drain 
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of foreip excllan&e aad also to fuId out _ for repatriatiOD of tile 
amount 10. iIIepJIy lleld abroad. 

86. The IIUUIDer in which the Ceutml Escise Deparfmeat let 0& ligbtly 
aerious o&euces committed by these jute COlICeras as indicated in paragraph 
supra caaot but be too stroogly condeJDDed. The Co.mmittee require 
that respoasibility be fixed aad with a view to prosecute the guilty. It is 
a distressing situation that out of 86 cases Only in one case prosecution was 
launched witb the result the Member, Central Board of Excise WId Cus­
toms had to admit that peoal action was inadequate and prosecution was Dot 
laundled wbile it sbonld have been. Looking to the evidence as a whole 
and the easy way these jute industrialists have been taking the Govern­
meDt DepartmeDts (or 8 ride, the Committee C8IlIIOt help coming to • 
conclusioD that some officials of the Central Excise Department also IDUIit 
have faUen a victim to the lures of jute barons.. ]be Committee would 
urge the GovemmeDt to appoint a special Eoqniry Committee to. go into 
the deuces committed by tbe jute industry under the Central Excise aad 
Salt Act 1944 aud take immediate criminal proceedings in accordance with 
1_ wbenwer such offences come to light aad also fix responsibility against 
officers found to have aided, abetted or contributed by their negligent 
action, tile commission of tbe olfences and light. treatment meted out to 
them. 

87. The jute industry bas also been guilty of supression of income and 
genel"llting untaxed black money. ]be iII8Uuaces given o.n para 71 supra 
show only the tip of sa iceberg. The oIIeaders, taking advaatage of the 
various procedural delays, although caught coacealing tlleir income, are 
still at large sad the lKOme Tax Department ... been enabled to give an 
alUbi for continued inaction. The Committee wonld strongly urge the 
Government to instruct Central Board of Direct Tues to entrust these 
CIl!leS immedi:ately to a prO!ieCution ceO for processing them for filing pro-
IeCUtion pre.ceedings in tbe Coarls of Law. 

88. TIle Committee caDnot bot express its sadness at the way the Law 
MiDiltry lias been used by the ecoaomie mblistries in jDstifyiag delay ill 
taking action Wberever the oIfenders IuIve resorted to mere strategems. 
The Law Miaistry had allowed itseU to be used for the gaias of individuals 
and as pawn in the game played by the jute baroas and their meads in the 
economic ministries. 1be Committee are anable to believe the beneficiaries 
had DOl shQWD oy CClD5ideratioD for belping 0Iem. 

89. The respoDsibUity of processing the legal ~ in . Courts 
of Law OD behalf of tbe ~oDOmic Mmistries the Law Ministry •• disnWIy 
failed iD cliseIwging this respoasibility as could be seen from evidence tea-
tiered by the Secretary aad the Joint Secretary 01 the MiDi8fry. 'I1Ie Com-
mittee require dIllt the Law Mhmtry _aid restructure its faDcdons, 
lmiting its role to teDtlering legal advice prompCly to the Ministries bid 
place squuely tile I'HpctDSibillty of proct!S!iIIg tile &:Me expecIitioasIy OD tile 
MiDistries dIe_lftS. 
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90. The Collllllittee ferveady hope that above recommencbtio. 
",ould be prompdy and faitbfuU) implemented by Govel'DllleDt so that 
ubealthy treads that are creepiag up in the economy may be reversed. 

!H. The Committee furtber desire that in view of the shortcomings in 
the funCtiOniDg of the lute Corporation 0( India, wbich make it possible 
for the jnle industry to thrive despite their nefarious activities, Government 
should immediately consider taking steps to strengthen the Corporation to 
.function elfectively as a regulatory and marketing o.rganisation eliminating 
aD kinds 0( mal practices especlaIly those relating to violation 0( foreiga 
exchange regulations. lbe policies 0( the Corporation should be such • 
to deny any advantage to the illdustry inclulgiDg in malpractices. The 
Bleps taken in this regard may be reported to tbe Committee within six 
months withont fail. 

NEW DELm; 
August 29, 1978. 

Bbadra -7, 1900 ($iika~ 

JYOTIRMOY BOSU, 
Chairman, 

Committee on Public Undertakings. 
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CASES OF EVASION, MANIFl.'LATIONS AND O'IIUR YAllJlJ.< .. 'IICH l<iTAT­
ING TO DIRECT TAXES BY THE JUTE Tl<ADE A!\DJLTE IMT&'IRY 

DETECTED DURING THE YEARS 1973 TO 19n 

I.No. MIl. Lurhmi Narain Kanoria & Co., '24, Canirg St., CalwtllJ'4 
(Name and Addrno of th~ part.' 

1 Nameaof Directoro of the Company/part­
•• n of the fum/il>dh idual._ 

II Dateofeommiu'of the aU~8"d offenre 
3 Brief dnctiption of the tffenre. 

I. C.1. JUtnoria • 1 
2. R.N. Kanol.;.. , AU of I g4~ 
3. R.S. Kanor·.. I Canning 
4· R.P. KatlOria . t Streel • 
5· Smt.PadmaKanoria C.ad,,;ta. 
6. A.K. Kanori. (Minor) 
, . .I.K. Kanoria . 
8 . .f.P. Kanoria (Minor) l 
9. V.K. Kanoria (Minor)) 
8-9-197 1 

1tr film ("(TC"r2hd ir,c(. f' iJ" tb- f( on 
of brnu. a"d firl;li,"s 10 .... 

.. AmoUDt involved in the (·ff,nre (tn date of 
offc:nce) (in Indian Rup ... ) . . _ R,. 3.S~,fo51-. 

II Provision, <'flaw (vi •. , Secticn No. ad Act) 
relating to this offence _ _ • • "71(I)(c; <>{ tlot I.T. Act, 61. 

6 Date of receipt ofinfolmaticn r<latil.g to thi. 
offence. • • • • • • 8'"9-71 

, Dat. on which in,·tltisatien started. 

8 Dale of i.ue of sho .... caU!e notiee • 

29-8-i2 

• 9-2 -76 

9 Whether prOl<'CUtion wa. launrhed <,r d. pat t· 
mental adjudicati"n .tartcd n"t yet. 

r 
10 Date on whirh first hearing wa, h'd by the 

authority/row'l (to be ""nti, n, d). . 

II Pufti.luner.t awatdcd ( .. ith dale) 

III Date on which penalty..-as dcp""iled by the 
party. 'f oot, strpo 'Hirn for Kren'IY • 

15 Whether appeal filed, if 10, "'h, nand bdore 
"'hom _ 

po 
14 Fin, date of aclual healing of appe" 

III Pretent position of the rete • 

,I ae-b 

Apl',al fiI,d I:,f, rr I-J..C. 110 tr, (al.r 
cutta. 

J8-11·77 

1h A.A.f'. hI" ,<I a.'<'~ ," ."r,,_ 
ment (·n 321-J~-'7 en tlf' tf'(lnirp) 
ground that Ite ~e ..... n( t 
intimated thr r~8'fns for Jr-r frni, g 
.h rue 11;'. 1.?la). A ,<cn,d ap. 
prol i. '~ing lug.-:n!td_ 



Ii3 

(5. No.) M/ •. Hastings Mill. Ltd., '4, 1'\etaii ELl} " Rud, Calwtta. 
(Name aDd Addrns of the party) 

I Names of Direct on of the ccmpany/Partners I. KD. EfT gar, 
of firm/individuah • • • • 

2. D.P. Gocnka 
~. B.P. Ray 
4. C.R. Mehta 
5. M.I. Wadsly 
6. R.C. Lakholia 

II Date of ccmmission of the alleg«\ dhnce Year ended 31-3-i5 

'4, l'\{('.Ii f,l­
,,", Rd .. ('.' .. ,,&1' 

Do_ 
l~() .. 
no_ 
Co_ 

S Brief description of the offence Apaprts to ha\'t' ( rccIlJ((ilffJ:r-U ... r 
to the exttnt of R.I. 6.40,(f('/- Ly 
showing loans h< m ttc- ff".irrll ... 
partie •• 

.. Amount involved in the offence (on date of 
of offence) lin Indian Rupees) lU. 6,40,C«'/-' 

5 Provisions of Law, vi~., section No. and Act) 
",Iating to this offence. . _ . 27'(')(c\ tothel.T. Act, '91;,. 

6 Date of receipt ofinfOlmaticn rdat;,'g to this 
offence 23-5-77 

7 Date on which investigation .tarted 6-7-77 

8 Date df issue of ahow cause notic< . 

II Whether prosecution was launched or de-
partmental adjudication .tarled 1'\ot yet launched. 

IoDate on which first hearing was held by the 
authority/court (to be mentioned) _ • Docs DOt arise. 

II Punishment awarded (wilh date) 

12 Date OD which penalty was deposited by the 
party. If no" steps taken for recovery 

13 Whether appeal filed. If 50, when and 
bero", whom 

14 Fir.t date of actual hearing of appeal 

15 Preaen, poeition of the case 

16 Rrmarb 



611 

.... 0. M' •. Brinaondan at Co., 4!I> Netaji Subbaa Road, Calcutta • 
(Name and Addrus of the party) 

Nam'SofDirector oflheCompany/Partnen I. RaghWllll1daD Nagar,I59, ChittaraD-
.1 the firm/individualt. • • • jan Avenue, Calcutta. 

... 
2. Sri HiraW Gupta (deceased). 48 

Muktaram Babu St, Calcutta. 

3. Vijay Kriahana Gupta, Minor 
by Hiralal Gupta (deee_d), 48, 
Muktaram Babu St, Calcutta. 

.~ Date of the commhsion ofthe allevd offence. 20<22-23 Ratha Jalra. 

.~. Brief delcription of the offence 

... A .. OUllt involved in the .. fFence (on dale of 
off, ace) (in Indian rupeeS) . • . 

:5- Pr ~v;'io," of Law • (Viz. ~ction No. and 
Aet) "'latinlJ to this offence . .... Date of rect'ipt of informatiun r~lating to 
too oft"ence. . . . . . 

,. D_lle on which investigation started 

a. Date of issue of :thaw ca\L~ notie'-=-,. Whether p~cution was launchtd or de-
partmental adjudication started 

-11 .. Datr on which first hearing was hdd by the 
authority/court (to be men.ioned) 

• ,_ Puni.hnlenl awarded (wi.h dalr) 

.... Dale on which penalty was depooiltd by the 
party. If noo, sttps taken for f<'<'OVn'}'. 

'.,. Wbrther appeallitld, if so, ,whm and brf<= 
who", 

Cam credilJ in the name 0( Partners 
in the form of Khata Pata loan, low 
estimation of turnover and gross profit 
and low estimating of speculation pr<>­
fit. 

R •. 3,82,66~/-

27'(')(c) 

20112-23 R.J. 

7-7-7' 

'4-3-73 

No. 

Does not ari .... 

Pen.lty of Rs. 1,<)6.000/- u/s 27' (I) 
(c) was imposed by I.A.C., R-XXIII. 
Cal. on .8-3-76. 

Not paid A.A.C. allowed a ... duction 
of RI. 1.87,5001- by hi. order dated 
.-.2-75 agiarut which ..-e has 
pre(""",, for I.T.A.T._hieh is 
pending. 

I.T.A.T. ott aside th., order of the 
A.A.C. aJIowing "PIT aliGn and 
restorrd thr appeal to Me'. fiJe 
directing the MC to ",decide the 
....... It ;. .till pending bt>Core 
A.A.C. 



I l. First d lte of actuu huriag of appeal 

.lj. Preoent p";till& of the cue Appeal against penalty uls 271(.)(C) 
i. pending before I.T.A.T. 

,,6. Rem!U'ks 

Sdf 9-2 - 1!l78 
Income Tax Officer 

'B' Ward,lute Circle 

(<;.No.) M/s M.nchand &: Co., 'lilA, Canning St., Calcutta 
(Name and Add.-- of the Party) 

, NUl" of !)irecton of the ComplIDy/part- (i) Mamchand Agarwalla, 
nero of the firrn/iodividuals (ii) Murarilal Agarwalla 

~ O,te of c):n:nission of the alleged offence ~oI7-,8 Dewali 

CGJ"f 

:I Brief d!5cription orthe offence • Unexplaioed cash credit to the extent 
of Rs. I lakh. 

... Annnt involved in the offence (on date of R •• Ilakh, 
o:fence) (in Indian Rupees) 

5 Provision. of L,w (viz., Section No. and 271(I)(C) 
Aot) relating to this offence. 

~ Ott, of receipt ofhform,tion relating to ,6-1-7' 
this offence. 

8 0 lte ori"u, of show cause notice 

'9 Wn,ther pCOJecution wa.launched or de­
p >rtm en tal adj udication ltarted. 

(0 0 He 0:1 w:'icb fir.t heariog was held by the Doe. not arise. 
authoritylcourt (to be meotioned). 

No 

• Penalty u/. ~7'(I)(c) i. pending before 
I.A.C., R-XXIII, Cal. 

'12 OltC 0:\ w',ich p!llalty was deposited by the Ooes not arise. 
puty. If not, step. talteo Cor recovery. 

~ 3 W Q ether appoal filed. If 10, when and Does not arioe. 
before whom. 

'. Fir,t date of actual hearing or appeal 

• The caoe was set aside by AAC by this 
order dated '2-'0-77 on the ~ound 
that the _ was not intimatad 
the reason for taking action '.7(a) 



86, 
of the I.T. Act '6.. Findings of the" 
AAC not accepted by the Dcpar t­
ment and second ap~al before 
I.T.A.T. haa been DIed by the Dc­
putment. 

16 Remarks 

Sd/-
9"1I-78 

Income Ta>< O1Iicer 
'B' Ward, Jute Circle. 

-,S.No.) Sm. SUlhlla Gupta, 4BB, Multaram Babu St., CaL 
(Name &: Addre .. of the party) 

Oft': M/s Auto Finance Corporaticn, 
IS/C Clive Road, Cal. 

I Names of Directorl of the Company/part- Smt. Swhila G"pta _Irch'':"L 
nen of the firm/individuals. 

II Date ofCommillion of the alleged of!'<nee. AccOUDting pericd 1-4-jO to 31-S-1" 

, Brief delCription of the ofl'mce • Unaplaintd ca,h crrdit &: il:v""""flct. 

.. Amount involved in the offence (on da~ of 1lJ. 51,000/­
offence) (in Indian R~ .. l 

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

1171(I)(C). 

6 Date of reeeipt of information relAting 'to !I6-g-73 r<garding un'''Fiair.,d i[;VI .1-
this offence. ment 1I1.g-7~rqarding cash credit. 

7 Date on which investigation started 111-9-73 

8 Date ofisaue oflhow .. use notice 8']-11-13 

9 Whether prosecution was launched er de-
partmental adjudication Itarted. 

No 

10 Date OIl which first hearing was held by the 
authority/court (to be mmtiODed) 

Does not arise. 

• 
II Punishment awarded (with date) _ Pmalty of RI. 12,«( /- b~ J.A.C'. 

R-XXIII U/I 1171(I)(C) on 15-3-76-

III Date on which pmalty was depoolttd by tbe Not yet paid. 
party. If nOl, .teps talr:en (or recovery. 

I, Whether.~ filed. If 50, whm and A~l was filfd before AAC, R-AF. 
befor< wham. Cal. which was decided on 3-11I-7S. 

1+ Fint date of actual hearing ofap~ 

UnexpJained investmmt of Rs. 
45,000/- deleted, upheld the addition 
of Rs. 6000/- by eaIh credit and 
~nalty of Rs. 12,000/- imposed. 



15 Present position of the caoeJ j 

16 Remaru 

67 

Demand outstanding. 

Sd/-
9-2-78 

Income Tax Officer 
'B' Ward, Jute Circle. 

Caae-6 

S.No. M/I. Sharat Handicrafts (P) Ltd .• 5 Clive Row, Calcutta 
(Name and address of the party) 

J 

I Names of Directors of the Company/part­
ner. of the firm/individual.. 

1. Babula Shroff-so Clive Row, 
Calcutta. 

~. R.K. More-5. Clive Rcw, 
Calcutta. 

~ Date of commission of the alleged offence Year ending 30-6-1960 " 30-6-61. 

3 Briefdescription of the offence The assessee suppressed value of r<2\ 
.. Ie to his foreign buy .. by 10 by 
creating sevtral fordgn 8ccc\,:nt "jIb 
a foreign concern. 

4 Amount involved in the offence (on date of Rs. 4,03,044/- and Rs. 7.79,4!( I· 
offence) (in Indian Rs.) 

5 Provisions of Law (viz. section No. and Act) 271(I)(c) of the Income-tax Act '61 
relating to this offence. and violation of Foreign Excbar:[c 

Regulation Act. 

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

7 Date on which investigation started • ~0-7-1969. 

8 Date of issue ofohow cause notice 18-3-1974. 

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

10 Date on which 6rst hearing was held by the Doel not arise. 
authority/Court (to be mentioned). 

II Punishment awarded (with date) RI. 15,000/- &: RI. 7.90,0001- on 
IS-3-76 ull 27111)(C) RI. t lakhl 

for each accounting yur fnr vlOlaticn 
of Foreign Exchange Regulation 
Act. 

12 Date on which penalty was deposited by the Not yet paid. 
party. Ifnot. steps taken for recovery. Paid RI. 4 'akh. for each year a. per 

13 Whether appeal filed. If so, when and 
befa<e whom. 

14 Pint date of actual hearing of appeal 

assenmmL record. 
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15 !'relent position of the cue . The en tire demand is outstanding. 

16 Remarb 

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

DETECTED DURING THE YEAR 1973 to 1977. 

(S.No.) 
M/ •. Ambia Jute Milt. Ltd: 5, Cli..., Row, Calcutta. 

(Name and addreu ofthe party) 

I. Names of Directon of the company/partne... (1) M. R. More-5, Cli..., Row, Caleutta 
oCthe firmJindividuat.. ('2) D. Bagaria Do. 

'2. D~te of commission of the alleged ofl'ence 

,. Briefdetcription of the ofi'ence. 

(3) V. N. More Do. 

Financial year ending 1970-71. 

F ic ti tiou. purchases and sales again 
P. D. O. and unexplained cash credit 

4· A n )J~t inv~lved in tne offence (on date of Rs. 13,61,175/- Fictitious purchases &nd 
offence) (in Indian rupees). salel8o,ooo/unexplained cash credit. 

5. Proviaions of Law (viz. section No. and Act) u/u71(I)(c) of the I.T. Act, 1961. 
relating to this offence. 

6. Date of receipt ofinformation relating to Year ending 197c-i I. 
tho ofl'ence. 

7. Date on which investigation started 

8. Date oCissue ohhow cause notice. 

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

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

11. Punishment awarded (with date) 

1'2. Date on which penalty was deposited by the 

Not yet. 

party. If not, steps taken for recm>ery Nil. 

13· W "th or app,al filed. If 10, when and be- Appeal filed before MC K -Range, C 
fore whom. cutta. 

14. Fintdate ofactualhearig ofappeal. 

15. Pre"n t p:>Jition oflhe cue 

16. Remarb. 

Disputed in appeal. 

Sd/- IncomeTaxOfficer,B-Ward,Jute 
Circle. 
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Raghunandan Nagar, 159, Chittaranjan Avenue. Calcutta. 
(5. No.) 

(Name. Addreas of the party) 

I. Names of Directors of the Company/partners Raghunandan Nagar-Indv. 
of the firm/individuals. 

2. Date of commission ofthe alleged offence. 

3. Brief description of the offence. 

4. Amoun t involved in the offence (on date of 
offence (in Indian Rupees). 

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

6 Date of receipt ofinformation relating to 
thia offence. 

7. Date on whichinvestigatinn started. 

8. Date ofissue ofshow cause notice. 

9. Whether prosecution was launched or depart­
mental adjudication started. 

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

II. Punishmentawarded (with date) 

12. Date on which penalty was deposited by the 
party. If not, st<ps taken for recovery. 

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

14. First date of actual hearing of appeal. 

15. Present Position ofthe case. 

16. Remarlu. 

2021-gl R.tha Jat,a Ie F. Yr. rnding 
31-S-o..· 

Unexplained investment of share. to the 
extent ofRs. 40,000/- and unexplain_ 
ed investmen t in house property 0 f 
Rs. 58,S IS/-

Rs. g8,3IS/-

27' (I)(e) 

No. 

Does notarise. 

Penalty of Rs. 10,000/- was impooed 
by I.A.C.R-XXIII on 28-a -76 U/I. 

271 (I)(C) 

Not paid. 

I.T.A.T. by hi. ordeT dt. 27-7-77 hal 
cancelled the penalty U/I 271 (I)(e) 
imposed byl.A.C.R-XXIlI. Cal. 

Undisclosed income pardy alloWf"d in 
appeal. 

Appeal agaiMt order of MC, Range-L 
in respect of the autt. year 1!!64-6S 
ia pendin!!" before I.T.A.T. 

Sd/ Incomt-tax Officer, 
'A' Ward, Jute Circle .. 
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CaU-9 
Prabartak Jute Mills Ltd., 5, Synagogue Street, Calcutta. 

(S. No. 
(Name " Addreu of the Party) 

I. Name.of])irectOTJ of the Company/ 
partnen of the firm/individuaJa. 

•. Date of commission of the alleged offence. 

,. Brief deaeription of the offence. 

I. Soh.... Lal Mall, 
12. Moh .... LalBhatter, 
3.Jaykishan Bhatter, 
4. Mathura Daa Bhattrr, 
5. Mathmal Himatsinghka, 
6. Bhairudan Mali, 
7. Oehendra Nath Choudhuri. 

5-1-65 and 126-7-65 • 

Cash credito amouning to RI. 70,000 
introduced in the name. of 4 penon. 
were treated as income from undis­
dosed sources in the original aSIC .... 
ment. Suboequendy crediu frOm twn 
penon. amounting to RI. 40,000 pro­
ved in appeals to be genuine. So 
spurious borrowings to the tune of 
RI. 30,000 from Jain Brothers " 
Surajmal Sarda together with into 

thereon was aaae.,d in the hands of 
tbe .-.ce. 

4. Amount involved in the offence (on date Rl. 20,000 
01 offence) (in Indian Rupees). Rl. 10,000 

5. ProvilioDi of law (viz. Section No. and u[s 1271 (I) (e) of the I. T. Act. 1961 
Ae) relating to this offence. • 

6. Date of receipt of information relating 5-3-1971 
to this ofFence. 

7. Date on which inYelltigation started • 5-3-1971 

8. Date ofi.ue oflhow cause notice 26-3-1971 

9. Whether proeeeution was launched or de- Penalty proceedings utI 1Z71/(I)(C) 
partmental adjudicatinn started. started. 

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

II. Punishment awuded (with date) 

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

Penalty of Rl. 25,000 imposed by 
I.A.C.R. XXIII. 

13. Whether appeal filed ? If 10, when and Appeal filed before I.T.A.T. 
before whom ? 

14. Fint date of actual hearing of appeal 

15. Preaent position of the ease 

16. Remarks 

I.T.A.T. reduced the amount of penalty 
to RI. 9360. 

Sd/- Income-tax Officer, 

A-Ward, Jute Circle. 
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C4.11-IO 

i.N). S'lri G."ri Slunk .. JIlle Milb (P)Ltd. 7 Vivekananda Road, Calcutta 
(Name and Address of the party) 

• N.m,; of Directors ofth' C);]1;uny/Partners J, V. N. Bhagat, 
ofth~ firm.'in<iividuals II. B. L. Rajgarbia 

3. S. N. Dalmia 

,. D.te of commission of the alleged oft"ence 

.3 Brief description of the offence 

During the financial year ending 
3103-63 • 

The assessee enlered in ils boob of 
accounts sham lraDSaCtions of sale of 
Hessian cloth at Higher prias ~d 
suboequent repurchase thereof at 
10wer prias purporting to betray 
bogus looses aggregating to 4'05 
lakhl. 

f A'll):.mt inv.)ived in the offence (on date of lU. 4005,000 
off.nce) (In Indian Rupees). 

j P<ovi,ion. of law (viz. Section No. and Act) 
relating to this offence. 

Section 5177 of I.T. Act 1961 and Sec 
~e~ 196 of the Indian Penal 

i O.te of Receipt ofinrorm~tion relating to this 1970 
offence. 

1 O.te on which investigation started 

11 Date of issue of show cause notice 

May 1970 

·70So'~74· 

11 Whether prosecution was launched or depart-
mental adjudication started • • No. 

co Date on which fint hearing was held by the I.A.C.imposed pena/lyu/ •• 1171(I)(C)0II 
authority/court (to be mentioned) R2-SoI976. 

". Punishment awarded (with date) Amount of penalty levied lU.5,50,coo. 

012 DAte on which penalty was deposited by the The danand notice of the penalty hal 
party. If not, steps taken for recovery. been served on 6-,110'977. 

1[ 3 Whether appeal filed? If 10, when and be­
fore whom? 

c4- First date of actual hearing of appeal 

"5. Pre;ent po.ition of the case 

«6. Remarks 

Aaaessee has filed an appeal before the 
A .. A.C. against the aaesoment order 
ICrved on 6-,110'977. They also con­
template filing of appeal before the 
I. T.A.T. agaimt the penalty raised by 
the I.A.C. 

Chanas ofprosecutioD are being examin­
ed. 

Sd/· Icome Tax Officer, 
'A' Ward, Jule Cirde 
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S.No. MJa. Cbitavalaaah Jut<: Mill! Co. Ltd., S N.S. Rud, Calcutta. 
(Name and addraI oi the party) ._._--

I. Nama of Directors of the IlOIIlpany/parIDCn Shri C. Hockley 
of the firm/individuals Sbri Nityananda Singh Roy 

Sbri S.K. Miner 
Shri Ani! Dey 
Shri S.C. Chaturvedi 
Shri D. Jlajoria 

I lI. Dat<: ofCommialiOll of the alkged ofl"cnce. Pnicd frcm 1.8-71 to 31'7-72 (A.Y, 
73-74)' 

!s. Brief description of the ofI"mce • IDfIation of purchase aI:d SUhcni.,g of 
same through claim for excnoi.;" 
wastage in prcducticn of jute gccdl. 

4. Amount involved in the offence (on dat<: of 
offence) (in Indian Rupcea). 

5. Provision of law (viz., Section No. and Act) 
relating to this oll'ence. 

6. Date of receipt ofinformation relating to this 
offence 

RI. 1I4.96,cco/- Y.E. 31'7';2. 

SUl'l'reaill! of ir.c(JI:< ud Ibd,hir .. 
ofInaccurate particul." u/" 271(I)(C} 
of I.T. Act, ,g61. 

7. Dat<: on which investigation started. "'3'9"'975 

8. Date of iuue of show cauae notice • IB-s-1976 

9. Whether proaecution was launched or depart- PR,.",edinp u/o 27( 1)( c) of tl:e I.T. 
mental adjudication startn!. Act, Igbl have alrt£dy t .. " initiat<d. 

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

II. Punishment awarded (with date) 

'li. Date 011 which penalty was deposited by the 
party. IF not, st.p" lak.n for r«every. 

'3. Whether apP"al filed ? If so, when and 
before wbom ? 

14. First date of actual hearing of app"al 

'5. PN-sent position of the case. 

16. Remarks 

} 

ApP"al 19aillst tl. fcciticr. are [<rd_ 
ing tdi:r. tl:e J.T .i'.T. 

On the basis of ApP"lIate order the· 
question of PIUeeUtion u/s lI76(c} 
of the I.T. Act 1961 will be considered 

Cue-12 
SI. M/s. RaigllTh ].t. Mm, Ltd., 36 0: • .,;",1 .. Roni CoIntu. 

No. (Nome and Ac'!dr ... ofll:< 1'0r1y). 

I. Names ofDireetors of the Company/par1nn-. 
of the Firm/indj"id ualo 

Sri T. R. Jlhn 
Shri M. P. Jalan 
Shri M. G. Eh.w.in~" 
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l. Dateofcommisoioo of the alleged offence • Period from 1-7-1971 10 1I~1972. 

3. Brief description of the ofiUce 

4. Amount involved in the offence (on date of 

Y.E. 30"6-1972 (197'-74"A.Y.) 

Inflation of purchase and .) plening 
of lbe same through claim for exce .. hc 
WIIl!age in production of jute gooda. 

offence) (In Indian Rupee5) RI. 1,11,550/-. 

5. Proviaions of law (viz. Section !Wo. and Act) Suprcuing of Inceme acd furni>hi"g. 
relating to this offence. of inaccur:ate particulars u/s 871 (l)(e) 

of lbe I.T. Act, 1961 

6. Date of receipt of information relating to 12-8-1974 
this offence. 

7. Date on which investigation started 

8. Date of iaue of &how caUlC notice 

9. Whether prosecution WIll launched or De- Proceedings u/s 271(I)(C) d the I.T. 
panmental Adjudication started Act, 1961 have already he .. > 

initiated. 

10. Date on which first hearing was held by 1 
lbe aulbority/court (to he mentioDed) 

11. Punishment awarded (wilb date) 

12. Date on which penalty was deposited by 
lbe party. Ifnot, steps taken for recovery. 

'3, Whelber appeal 6Ied ? If so when and] 
befar. whom? 

14. First date of actual hearing of appeal. 

15. Present position oflbe case. 

Appeal against lb. additions are ponding 
before lb. A.A.C. 

16. Remarks • On the basis of appeal late order lbe 
question of prosecution u/o 276(c) of 
lbe I.T. Act, 1961 will he coolidered 

SI.No. Tn. IMa Jut< ComjHmy Ltd., 16, StTlmd Road, Caltutla- .. 

(Name and address of the party). 

1. Names of Direclors of the Company/partners Shri T. R. Jalan 
of the firm/IDdividuais Shri S. B. Kanona 

2. Date of commisaion of the alleged offence 

3. Brief description of lbe offence 

Shri M. K. Mookherjee 

Y.E. 31-3-'978 (A.T. 1973-74) 
3'-3-1974 (A.Y. '974-7.5). 

Inflation of purchase and oyphoning of 
the oame through claim for esceolive 
w ... .age iD production of jute goodo. 



•• Amount involved in tile ofIi:Dc:e (OIl date of A.Y. 1973'"74 RI. 19095,000/-
oft'eDce) (In IDdiaD llupeea) A.Y. 1974-75 RI. 7.95.000/-

.5. Provilion of Jaw (viz. Section No. and Act) SuprSng of lncc:me and fumiobinc 
(relating to thlsoll'ence) of inaccurate particu1an U/I. 1171(1)(<:) 

of the I.T. Act. 1961. 

6. Date of reciept ofinformation relating to this A.Y. 1973-74 16-7-1975 
oft'eDce A.Y. 1974-75 13-11-1976 

7. Date on which inveotigation ltarted 114-5-1976 

8. Date ofisaue ofobow callie DOUce A.Y. 1975-74 18-3-1976 
A.Y. 1974-75 118-3-1977 

9. Whctber ~tioo was JaIlDChed or De- Proc:eeclinp U/I 271(1)(C) of tile I.T 
partmeDtal AdjudicatioD Started. Act. IgIll have already bceD iDitiated 

10 Date on which fint bearing wao beid by the 1 
authority/COl·rt . 
(to be DlCDtioned) 

.11 Punishment awarded (with date) \ 

III Date on which penalty was deposited by the ~App<al against the addition. are pending 
party. Irnot. Itep.takeo for recovery I beforctbe A.A.C 

., WbethCl appeal filed ? If ao. when and J 
!,efore whom? • 

'4 Firat date of actual bearin, of appelll 

'15 Preaeot position of the CB!e 

.6 Remarks On the basil of Appe&te under the 
question of prosecution VI! 276(c) 
of the I.I.T. Act. l!j6t will be c<nsi· 
den:d. 

'fi.No. 

C...,-14 

Mis Chita"aJa.b Jute Min. Cn. Ltd., 3, Netaji Subahaa Road, Calcutta 
(Name and Add,.,.. nf the party) 

, NamelofOirector.oftheCompaay/partner. Sri C. Hockley 
of the firm/individ"al.. Sri Nityananda Sinllt. Roy 

Sri S. K. Mit ... 
Sri AniiDey 
Sri S. C. Cbaturvedi 
Sri D. Bajoria 

t Date ofCommiJliOD of the Alleged offence Period f'om ,.p.-72 to 3'-3-73 (A.Y. 
1973-75' 

! Brief description of th. offence InflatioD of purcbaae and Syphoniog of 
the same through the c1ai... for ex­
cenive waste in production of .kt. 
good!. 

4 Amount involved in tbe offence (on dote of Rs. 24,61,000/- (V.C. 3'-7-7~) 
offenee) (In Indi.n rupees) 

5 PrO\ilioD. oflaw :viz. Section No. and Act) Sup~ ofJDCOIDe and furnishing 01 
relatill! to thi' offenee. inaccurate particulan vi. 271(')(C) 

of the LT. Act, IgIl,. 

~ Date of ~rt of infomlati"n ,~Iatirg to ~4-5-'!l?6 
this olrenee. 



i Date on whicl· in"eotigatioll ,tJIrted 

·8 Date ofil5ue ohbow cau.e notice 

75 

27-3 197i 

9 Whether prosecution was launched or de· Proceedin~ u/o 271(I)(r) <:f the T:r. 
partmental adjUdication stalted. Act 1961 ba,,,, already been iuitiOled. 

40 Date on which first hear;"1! wa. held by the I 
audtOrin ICourt (to he mentilned) 

• 1 Punishment awarded (with date) 

d.2 Date on which penalty W,," depoo<ited by the r Appeal again,t the ad<lition are pen-

'3 F;;date0~~ a;~ :l~h~ ~:r: :~~e::d II "" """'" ... A.A.O. 

". mt ofacluB earing 0 appepl 

« .; Present poRtio ... ofthe case J 
~6 Ilemarb 

E 

On the b.si. of Apr~llate orders the 
'lueation of pro.ec"'i ... ~s u/, '76(c) 
('If the 1.T. Act, 1:;6- y,ill be nflsi· 
dered. 

c. ... e-'.; 

S.No. MI •. The Hoo"bly Mill, Company Ltd., ;6. GlUden Reach Road, CaICl.tta-43 
(Name and addr __ of the party) 

Names of Directors of the ccmpany/l.artnrn 
(.f the fumlindiviri,·al •. 

2 Date of commi,,;on of the alleged offence 

3 Brief de..:riptioll 01 tl>e offence 

AmOL:Dt ;nv,.h·ed in the offence (on date of 
offence) (In Indian Rupee<). 

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

-6 D·,te of receipt of information telating to tbi, 
offence. 

7 Date onw bicb'nvea!igation started 

11 Date of illUe of thaw cawe notice 

9 Whether prosecution wa, Illt:nched or de-
partmental lI<ljudica';on .t.r.rted. 

'" Date on which first hearing w ... beld by the 
authority/court (to be mentioned). 

11 P"IIis\ur.ent awardtd iwith datt) 

I' Date on which penalty was deposited by the 
party. If not, steps taken for reCO\fe,y. 

"5 Whether appeal filed ? If 10, when 
and before wbom ? 

I. R.S. Bajori' 
2. M. L. Sanganrlill 
3. K.P. Podda' and 
4. P. M. Rungt .. 

2';-2"76 



14. First date of actual hearing 
appeal. 

15. Present position of the case. 

16. Remarks. 

76 

Of 

Information was furnished by the as­
sessee to the Settlement Commission 
about creation of eecret reserve out­
side its accounts by 

(A) Not disclosing its stock of 
Raw Jute and Jute Products 
in fUll; aDd 

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

The amount involved Rs. 2.61 crora> 
assessed for /the assessment years 
1968-69 to 1976-77 and additional tax 
levied Rs. 1.54 crores. Immunity from 
prosecution and penalty granted by 
Settlement Commi'3Sion. 

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. Lumin8fa)'IID KaDoria and Compauy: 

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. 



77 

(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 Susllila 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. Burat 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. [47/-. 

Cash in hand and bank Ro. [460/-. 

Provisional income tax Rs. 5[40/-. 

Debit balance in the profit and 10" account R •. 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 
1hat the assessee had discontinued its business with e!fect from 1.7.1969. 
The assessment from the assessment years 1971-72 to 1975-76 had been 
oompleted 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 certificate 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. Mnm. AmIdca Jate MIls: 

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(l)(c) are kept pending because 
of the pendency of appeal. 

5. PnbJa1ak Jute MiDs Ud.: 

Assessment year 1966-67: There was no Inoome-tax demand for the­
~ear, 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 (l)(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 tor penalty. Hence, there is no outstanding demand 
against penalty imposed. 

6. Gourisunkar Jute Mils : 

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 on. 
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 payabl~ by the assessee (after 

adjusting all the payments made) for this assessment year is only Rs. 
70,941. The rectification order under Seetion 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 assessee'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. Cbittavalsah 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 "priorit, 
appeal". Moreover, the assessment was completed only in Septem~ 

U/S 144 B. 



APPENDIX m 
SUMMARY OF CONCLUSIONS/RECOMMENDA.TIONS OF THE 

COMMITTEE ON PUBLIC UNDERTAKINGS CONTAINED IN 
THE REPORT 

S. No. Reference to Para 
No. in the Report 

Summary of conclusions! 
Recommendations 

- ----------------------- ---------
1. 

1 

2 

81 
and 

82 

3 

The foregoing Chapters would reveal not only 
the nature of economic offences committed by 
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 p0-

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 
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81 

3 
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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 giveR 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 I.K. Udyog 
Limited who were involved in a very- serious vio­
lation of Foreign Exchange Regulations Act. A 
twist to the whore case was given by Shri S. B. Jain, 
Director of Enforcement.in June, 1976 asking for a 
complete reappraisal 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 tho 
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 shoulci 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 Vlgilance 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 offenden. 

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 bad gone out of India ille­
gally in cases where total amount for one single 
personicompanylfirm is more than 20,000. This re­
view sbould not only be confined to cases relating 
to Jute trade but also to an 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 condelDJled. .. 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 ease 
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 whercver 
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 iute industry 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 procedural delays. al­
though cau~t concealinl! their income. are still at 
large and the Income Tax Department has been eft-
abled to give an allibi for continued inaction. 'nI1I 
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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 fQf 
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 
~omic ministries in justifying delay ~ taking 
action wherever 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 economic ministries. 1be Com-
mittee are unable to believe the beneficiaries bad 
Dot shown any consideration for helping them. 

1be responsibility of processing the legal pr0-
ceedings in Courts of Law on behalf of the economic 
Ministries the Law Ministry has dismally failed in 
discharging this responsibility as could be seen 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. 

1be Committee furtber 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 activj.. 
ties, Government should immediately consider taking 
steps to strengthen the Corporation to function 
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dfectively as a regulatory and marketing organisa­
tion eJimiating 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-
duIgiDg in malpractices. The steps taken in this re­
prd may be reported to the Committee within six 
months without fail. 
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