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INTRODUCTION

I, the Chairman, Committes on Public Undermkings having beets suthorised by
the Committee to prezent the Report on their behalf, present this Sixth Report on
MMTC Ltd. —Trade in Gold (Impott of Gold by MMTC).

2. The Committee's examination of the subject was based on Audit Paragraph
Ho. 6.3 in the Report on Union Government (Commercial) of the Comptroller & Auditor
Geperal {No. 3 of 1993) of Indin, A3 the Committes propose to desl with various
aspects of the pwoblen i detail, the Committae havae split the results of thedr examination
into three different reports viz_ Import of Gold, ssue of Gold and Export of Gold. The
present Repott deals with the Import of Gold by MMTC Ltd.

1. The Committee took evidence of the representatives of MMTC Limited on
23rd November, 1998, The Committee discussed the various issues of the Audit
Paragraph with the officials of C&AG on 15th March, 1999, The Committes further
took evidetice of the representatives of MMTC Ltd. & Ministry of Finence (Department
of Revenus—UCentral Board of Excise and Customs) on 15t April, 1999, They all took
evidence of the representatives of MMTC Ltd., Ministry of Finance (Department of
RFevenue—CBEC) and Ministry of Commerce on 23rd Junie, 2000.

4, The Comumittee on Public Undertakings (2001 -2002) considered and adopted
the Report at their sitting held on 2 Est June, 2001,

5. The Committec feel obliged o the Members of the Committer on Public
Undertakings (1998-99) and (2000-2001) for the useful work done by them in taking
evidence and sifting information. They would also like to place on record their sense
of deep appreciation for the invaluable assistance rendered to them by the officials of
the E.ok Sabha Secretariat atiachad to the Committes,

6. The Committee wish 1o express their thanks v the Minlstry of Commerce,
Ministry of Finance {Department of Revenue—CBEC) and MMTC Lid, for placing
before them the material and information they wanted in connection with examination
of the subject. They also wish 1o thank to the representatives of these departrventy
un ing who appeared for evidence and placed their considered views before the
Comnittes.

7. The Committee would alse like to place on record their appreciation for the
valuable assistance rendered to them by the Comptroller and Auditor Genernl of
India.

New DeLHL; VDAY KUMAR MALHOTRA
July 23, 2001 Chairman,
Sravana 1, 1923 (5) Commitiee on Public Underiakings.
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CHAPTER 1
IMPORT OF GOLD BY MMTC
Introduction

Gems and jewellery exports constitute a substantive part of Indian exports.
Keeping in view untapped potential in this segment, the Government of India in
furtherance of the ohjectives envisaged under the Exim Policy 1982-01 assigned PSUs
including MMTC an important and pioneering role in the Goid Trade Scheme undes
the Exim Policy 1992-97. This was obviously a deliberate decision to minimise the
chance of the scheme being misused, » possibility which could net be ruled owl
keeping in view the immense demand for the commedity in the domestic market and
jts susceptibility to black marketing.

2. MMTC Ltd. u Government of India enterprise (formerly known as Minerals
and Metals Trading Corporation of India Ltd.) was cstablished in 1963 as Govemnment
of India enterprise. MMTC has been handling expont of minerals and imports of
Metals, industrial raw materials and fertilizers for the Industry, trade and agriculture
secters, MMTC started trading in gold in 1936 under the existing schemes of the
Handicrafts & Handlooms Exports Corporation of India Limited/State Bank of India,
which involved exporting jewellery through its business associates. Simuitancously,
in terms of the decision taken in the 198" Board of Directors Meeting held on
30 August 1986, MMTC (Company) liaised actively with Government in policy
matters relating to establishment of special export-oriented jewellery complexes
notified by Government under Export Import (Exim) Policy 1985-88. MMTC was
assigned the role as a nominated agency 10 make available duty-free goid to the
exporters of the country in terms of the Exim Policy provisions. Since 1988-E9.
MMTC has been the biggest supplier of gold to the exponters in the country. Such
an impon ai globally competitive rate with ‘off-the-shelf” delivery has enablzd the
expoTiers to get duty-free gold readily available which helped increase export of
jewellery from the country.

Schevoes of Gold Trade

1. MMTC traded sctively under the following schemes formulated by the
Government of [odia (GOT) under Exim Policy 1988-91 and 1992-%7:

{i) Scheme for export under Domestic Tariff Area {Para 88C of Exim Policy
199297

This scheme for export promotion and reptenishment of gald was included in
Exim Policy 1988-91 as well as 1992-97. MMTC was declared nominated agency foc
trade under this scheme for suppiy of gold in DTA only under Exim Policy 1992-97.
This scheme was operated through various Regional Offices {R0Os5) and Sub Regional
Offices (SROs) except SEEPZ and Noida Export Processing Zone (NEPZ).
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{(ii) Scheme of export from Export Oriented Unit {EQUYEsport Processing
Zone(EPZ] complaxes {Para 38 E of Exim Policy 1992.97)

According to the provisions of this scheme formulated under Exim Policy 1938-
Y1 and continued in 1992-97, gold of 0,995 or 0.999 finenass could be made availdble
In units in the 100 per cent EOU/EPZ complexes. MMTC operated this scheme
through its offices at Jhandewalan (N Delki), NEPZ (Noida) and SPEEZ (Mumbas) for
import and supply of gold 1o unjts.

{iii} Scheme of export of Jewellery against goid supplied by Joreign buyers
{para 38A of Exim Policy 1992-97)

This schemne was included in Exim Policy 1988-91 as well as 1992-97. The foreign
buyers could supply gold in edvance, froe of charge for manufucture and ultimaie
cxport of jewellery where export orders are placed o nominated agencies viz MMTCY
HHEC/STC or any other agency nominwed by GOL. Expons could be made by the
nominated agencies ¢ither direcily or through their associates, This scheme was
uperated by MMTC from its SRO Tandewalan.

(iv) Scheme of expors for displayitate at approved exhibitions (Pava 828 of
Exim Policy 1992-97)

The scheme was inctuded in the Exim Policy 1988-91 and 1992-97. Under the
scheme, jewellery could be expotted for hokding exhibitions abroad and unsold jewe]lery
wirs 10 be brought back 1o India within 45 days. Fresh gold was required 1o be
imporied to replenish the stock sold. This scheme was also operated by MMTC from
SRO Jhandewalan,

The detaiis of gold imported under various schemes referred 1o above are as

umder
(Quantity of gold in kgs.)
1988-  1989- 1990 |891- |992. 1993 1934 1995 1995, Toml

By 90 21 92 93 94 LE 13 97
hinpaog 200 BDG  J1A0G 2400 %00 13660 (7985 o140 20611 R609%
Iy 134 GBO  ROR2 2466 BI76 13626 17910 20221 20310 25325
Expont 134 640 10E2 2397  N3OU )3XS3 17865 19966 19954 £3T1)
Closing
Siock & 186 MM M2 %6 1060 W 771
Import Procedure for Gold/Precions Stones

4. The detailed procedure for import of gold and precious stones has been laid
down in the Circular No, 23/87 dated 26.11.87 issued by collector of customs,
New Delhi. According to this circular, the gold and precious stones will be imported
by air and wil! arrive at 1G] Alrport. Om arrival, these goods shalf be escorted by IRD
of the Customs department tp the strong room of the Airpont Authority ie. LAAL
The package shall be duly sealed with the Customs seal and deposited with [AAL
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5. The importer shall file 2 bill of entry for warehousing with the Custems at the
Air Cargo Unit, IGI Airport alongwith the relevant documents including invoice,
packing list, airway bill, purity cenificate ete. The invoice under which gold and
scmi precious stones are imported should separately meation the pority as well as
weight in case of gold of differeni purity. The customs appraiser shall inspect the
package and verify the customs seal and senders® seal, if any, and thereafier assess
the Bill of Entry (without physical examination of the goods). The appraiser shall
algo gign the documents inspected by him. The grods shall be handed over to the
MMTC for escorting and depositing the same to the concerned bonder™s at Tewellery
Complex. The MMTC on behalf of the bonder's shall cxecute a bond with the
customs a1 Air Cargo Unit for the safe transil of the poods to (he Jewellery Complex.
On arrival of the seabed parcel at the bonder’s premises, 1 the Jewellery Comples,
all the import decuments alongwith the sealed parcel will be presented by the MMTC
to the Cusloms. The examincr/appraiser posted at the Jewellery complex shall
check the seal and examine the goods with reference to the celevant invoice, packing
" tist eic. already s1gned by the Customs appraiser at the Air Cargo Unit. I found in
order, the appraiser shatl allow bonding of goods lar manufacture in boad. He will
also make necossary entrics in the General Bond Register. However, before such
bonding is allowed, the bonder shatl execute the following bonds with the Customs
at the Jewellery Complex:—

{a) abond under Section 59 of the Customs Act, 1962 for storage of the goods.

(b} a bond under Section 65 of the Customs Act, 1952 lfor manufasture-in-
hond; and

() 8 bond interms of the relevant notification as applicable for cxport of the
finished products.

The imporied gold/precious slones will be siored in the border s locker at the
Jeweliery Complex.

O receipt of the goods at the complex and the bonding thereof, the Costoms at
the Air Cargo Unit should be informed aboul the actual receipt of the goods for Lhe
purpose ol canceilation of the wransit bond executed by MMTC at the said Air Cargo
Unit.

Import of Gold by the Compandes
6. According 10 Audit, 860%6 Kg. of Gold was imponed by MMTC under above
schemes during the period 1988-89 1o 1996-97. The Company entered into independent

conlracts for import of gold with two Swiss Banks viz Union Bank of Switzerland
{UBS) and Credit Svisse.

(@) Conrract with Unjor Bank of Switzerland

7. In August. 1984, the Company received a proposal from the Bank of Nova
Scotia through the Ministry of Commerce (Ministry), ofleting 1o funciion as one of
the ontlets for replenishment of gold 1o exporters. The Company informed the Minisory
1hat on the basis of discussions held by the Company officials led by Director (Metals)
wilh leading bullion firms in Londen, it proposed in February 1985 to enter into an
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agreemett with Bank of Nova Scotia for the supply of goid on consignment, basis.
According to the Awdit this proposa) remained un-sctioned in the Ministry and was
. allowed to lapse despile the offer having been exicnded by the Bank of Nova Scotia
up o December 1985,

In this regard Chajrman, MMTC, duri ng evidence stated :

“The offer was not allowed to be 1apsed, They were referred to the
Government for examination. Since a number of agencies were invilved,
since it was related to the commissiontog of the Thandewsian complex, and
since quite a few other issues were related, action for proceeding with dha
particular offer could not have been taken and it expired. Immedistcly
thercafter, MMTC asked for offers from more than five or six people.”

8. The Committee wanted to know the specific reasons for not taking any action
hy the Ministry on the proposal submitted by the company, the Company stated that
they were pot aware of any reasons in this regard.

9. Asked as to whether the Company approached the Ministry for expediting
the said proposal, 1he Company in their written reply informed the Committee Hhat
they remained in constant touch with the Miniatry.

10. The Committee desired 1o know the reasons for not processing the offer of

Bank of Nava Scotia, the Ministry of Comnwace in their written reply has stated that
the proposal of Bank of Nova Scotia received in February, 1985 could not have been
processed earlier as the Scheme for import of gold and fts supply 1o the jewellory
exporiers was notified in June 1988 only. However, MMTC wide their letter
dated 31.5.85 did advise Bank of Nova Scotia that gobd scheme was under cotisiderastion
of the Government and had requesied them to extend validity of their offer. Bank of
Nova Scotia had alse in their subsequent communication of 10.2.86 agresd (0 make
fresh offer after Government of India notifications about the scheme were in place.
When the draft schemes for import of gold on consignment basis and for issue Io the
cxpocters on loan basis had taken soma concrete shape, MMTC invited fresh offers
from various foreign Banks including the Bank of Nova Scotia, in November 1986, [t
would thus be seen that the offer of Bank of Nova Scotia recsived in 1985 was dealt
by MMTC and was not just allowed to lapse.

V1. According to Audit the Ministry did not offer to Audit any explanation as 1o
the reasons which prevented it from processing the offer of Bank of Nova Scotia $o a
logical &nd nor did it indicate why it did nod direct the company 1o dbtain fresh
quoiations iminediaiely afier the Bank of Nova Scotia had expired in December, 1985.

12, In reply 1o @ query the Ministry informed the Committee thal these offers
were cvaluated by MMTC on commcrcial considerations for final selection of the
competilive bid,

(&) Selection of Banks for Import of Gold

13. As per Audit, in November 1986 the Company invited fresh offers from five
foreign Banks viz. Bank of Nova Scotia, Credit Suisse, R+publiz Bank of New York
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(Hong Koog), Mat Dist. Limited {London} and Mase Ag (London) for supply of gold
on consignmenl busis. The message calling for offers was communicated \o one of
the five banks through M/s. Shattaf Trading Company, Dubei {Shattaf). The firm was
also kept informed in December 1986 by the Company of its plan to visit Switzerland
in January 1987 for discussion and finalisation of the agreetment.

i 4. The Committez enquired why the message calling for fresh offers of gold
from five banks was routed throegh Mfs, Shattaf Trading Company in Dubai and why
the Company did not go v London 1o gel the offers as it was done in August, 1984
and also the payment, if any, made 10 Shattaf Company for this pirpose, the Company
in the post evidence replics has s1ated that as per records, on 19.11.86 it was decided
to elicit offers for supply of gold on loan and on consignment basis from Bank of
Nova Scotia, Credit Suisse, Republic Bank of New York (Hongkong), Maty; Dist.
Limited, London and Mase Ag, London (Subsidiary of West Pack Bank). Only the
communication eliciting offer from Credit Suisse had been ielexed through M/s. Shattaf
Trading Company. Subsequently, offer from UBS in sddition to the five banks had
alzo been received directly by MMTC. As per available records niz interest of M/s.
Shattaf Trading Company in the sclection of supplier could be found. No payment
was made to Mfs. Shattaf Teading Company by MMTC at any lime.

L5. In this regard the CML of the company duting evidence stated :

“We are nol aware any such role of M/s. Shottaf, Let me draw the attention
of the Commiliee 10 the fact ihat this was a case of 1985-86, We can only fall
back on the records available to us in our company. None of us, wha is here,
was present at that point of time. Certainly, from records we could not find
any relationship of Shattaf Trading Company in this particular deal with
MMTC. What we could find out from the records is that they happened to
he one of the biggesl Jewellers in Dubai dealing with UBS, Nova Scotia,
Credit Suisse and other people. When they camne te know, possibly, thal we
are also looking into a consignment agency arrangement, they just . made &
reference Lhat we may also tap them. They happened to be ane of the supply
sources. That is what we could dig out fram the file of 1985-86. [nsofaras
we are concemed we do not deal with Shattaf, We deal direcily with the
Bank which supplies gold 1o us, Shatlal is nobody so far az we are voncerned.”

16. Asked as 1o whether the UBS was originally addressed to send in their affer
alongwith the five foreign Banks in November. 1986, the Company in their wrilien
reply has infosmed that the UBS was not addressed in November 1986, to elicit an
offer from them for supply of pold. However their offer was received directly by
MMTC vidfe theirielex dated 28.1 1. 1986,

(7. The Committee wanwed to know why UBS was selected and who had
suggesied the name of UBS, the C.M.D., MMTC during cvidence stated :

“The UBS had offered a different facility ul providing aconsignment ol oae
tonme of gold without any commitment from MMTC of guarentee from MMTC
a1 our 1rust and poodwill for delivery of gold 1o the exporters hy MMTC.
This was a different scheme altogether.,
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There was a scheme for Thandewalan being talked sbhout in 1985 by the
Govemmaent saying that MMTC should consider sponsofing # 1009 ¢xport-
oricrried fewellery complex in Delhi. That was being oiked about. In that
process, we were simultaneously looking for & supply source who could
give us gold without having beer bought by us for purchases to be made on
a price to be fixed by aother unils 1o whom we wil| give the gold later o, A
kind of a dialogue was going on. UBS is a renowned name "

L8. Asked to indicate Lhe interest of M/s. Shaliaf Trading Company in the deal,
it was informed thal Mfs. Shanaf Trading Company, one of the leading importers of
gold jewellery from Export Oriented Unit Complexes in Delhi and Mumbai, ware
chviously aware of MMTC's entry into gold import and supply to the exporters it the
country. They volunteered ta recommend the name of Credit Suisse and Union Bank
of Swilzerland 10 MMTC based on their experience. MMTC did not approach any
whaolesale jewellers in Dphai,

19. According to Audit, the Management of 1he company and Ministry have
furnished contredictory statements in regard to the involvement of M/s Shattaf,
Munagement of the company had informed in July 1987 that Shattaf was involved
because they were Icading wholesale jewellers in Dubai and the firm was "perhaps™
buying gold from the aforesaid banks. While the Ministry had stated that the offers
were received by MMTC directly and not through Shattaf. The Ministry however,
qualified the tistement by averring that since Shattaf was aware of MMTC's eniry
into gold import, they had voluntarily recommended the names of UBS and Credit
Suisse to MMTC based on their own experience. It is thus evident that UBS was nat
onz of those banks whom the Company had invited to give an offer. Even the offer
of LIBS was received by MMTC four days afier the receipl of other offers on the
nitigtive of Shattaf,

20. Audit, during evidence, alse placed before the Committee the following
lelex messages which were exchanged between MMTC and M/s Shattaf which
cstablished the dealing beiween MMTC and M/x Shattaf.

(i) From Shattaf to MMTC on 20th December 1986

Attention Mrs. G Bhan. Please advise whether you have taken any decision
regarding loan and consignment gold stock offers forwarded by us.
(i1} Statement from MMTC — Telex to Dabai on 22nd December, 1986

Please refer your iclex of 20th instant. We have elexed Union Bank of Switzoriand
Zurich and Credit Suisse Zurich regarding loan and consignment gold 1o MMTC.
MMTC delegation plans to visii these banks somewhere in the third week of ] BNNACY
I987 for discussion and for finalising the matter,"

21, Asked why was the UBS not among those five parties, the CMD during
evidence stated

“The invilations for five banks were also for getting supplics on spot basis.”
22, The witness added:

11 i& not & question of our joviting. ‘They did nol quole for it. The offers
were obtained,
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When enquired whether it was a public tender, the CMI} informed the
Committee that it was not a pablic tender.”

23. Asked, any lettar whether addressed to the UBS for any kind of offer, the
witness during cvidence stated:

“In the five offers’ the UBS is theee ™

24. The Commiltes pointed oul during evidence that only five parties viz Nova
Scotin, Credit Suisse, Republic Bank of New York, MatDist Ltd, Londen and Mase,
Eondon were conlacied for eliciliag offers for supply of Cold on Iban and on
consignment basis to the MMTC, why UBE was not contactzd even though it was
vary renowned party and the company had to give a commitment to them (UBS) not
te purchase gold from any one else without their {UB S} permission and also why
iender procedure was not adopted instead of selecting one of five partics, the witnexs
during cvidence stated :

"The: offer received for gold supply was on loan basis and on consignment
bazis.”

25. In regard to the sslection among five panties the wilness informed that no
one waz selected from five parties. However, in reply 10 a query the witness added :

“On recoris is only one reference {of LTBS} i.e. in way back in 1985. when the
scheme was contemplated by MMTC for Jhandewalan operation in (985,
The first offer was dealing with the UBS. They (UBS) said this i5 the way.
Wo are operating on consignment basis. You may kindly consider “There is
something on the record way hack in 1985." '

26. Asked whether Shattaf had introduced UBS, or be was only an intermedzary.
the witness of the company during evidence informed :

"Shausf mentioned that they were desling with UBS on consignment hasis.
There was no intermediary, Our dealing is directly with the Bank ™

27. The witness ndded :

“lnitially the record said that we ere 1alking Lo UBS. But laier on the offers
were obtained. At the first time, the discussions were there, it was Lhe
sccond tme that the offers were oblained in which the UBS were presenl.
Their offers wess also taken. The offers were both for the consignement
agency and the decision For loan agreement. The decision an the file was
based on the comparative analysis. The best terms were available from UBS.
Why was it not offered to others is not available on record.”

2K, When asked whether the company should have gone to the others with the
terms offered hy UBS for negotiations, M witness stated thal it should have been
talked with others.

29, The Committze enquired whether the Minisiry had examined the aspect of
asgociating M/s. Shattaf in the selection of UBS by MMTC, the Ministry in their
written reply has stated that the file No. |V22/86-EP(LSG) dealing with this matter
being an old (le could zow be traced and &5 such it is not passible to specifically siale
if this issue was examined 1n the Ministty. However, the basic function of the Minisiry
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are tn frame policies, procedures, etc., kecping in view the aims and ohjectives of the
uveralt export policies of Government of India. The commercial aspects of any trade
proposal are examined by the agency actually engaged in rade. Accordingly the
decision in this case was taken by Mfs. MMTC at their own level,

30. The Commitice wanzed [o know why the records relating to selection of UBS
was not available in the Ministry. the Ministry in written reply has stated that being
nld documents, the same could not be traced in the Ministry. However as spon as »
reference was received from the Audit Department regarding production of documents
relating to selection of Union Bank of Switzerdand, MMTC was requested to provide
all the relevant decuments regarding selection of Union Bank of Switzerland (UBS)o
the Audit Department at the carliest. Accordingly MMTC on 14/8/97 furnished all the
relevant documents 10 the Audit Depariment. Since as per the directions of Ministry
of Commerce, MMTC was alsc 10 obiain comments of Reserve Bank of India {RBI) on
its guid consignmem schemne, Audit Department was reguested to obtain Furtiver
details in the matier from RBL. Therefore it can be seen that though the documents
relating to seleclion of UBS by MMTC for sowrcing of gold were/are not available in
the Ministry of Commetce, sincere ¢fforts were made 10 make the relevant documents
nvailable Lo the Audit Department through the MMTC and REI.

1. Regarding non availability of file in the Ministry. the Secretary, Ministry of
Commerce during evidence siated

"An inquiry was instituted on the loss of files by the Chief Vigilance Officer
of the Ministry by my predecessor. They were unable (o locate this (ile hut
we can try Lo collect some of the papers that have gone this side and that
side.”

32. According In the Audil, a team of cumpany's representatives visited
Swilzerland in January, 1987 10 hold discussions with UBS whereafier the company
informed the Ministry in March 1987 that the proposal of UBS was the most atlraclive
ane.  The contract with UBS was finalised in August 1988 with the appeoval of the
Ministrics of Commerce and Finance. Records produced to Andil in this regard
micrely indicated the comparative position of the offers received. Analysis of various
offers leading 10 selection of UBS as the successfiul bidder was nol available in the
records produced 1o audit. An examination of comparative terms quoted by UBS and
Bank of Nova Scolia in regard (o supply of gold on loan basis indicaied that by
olfering rate of interestat 1.75% per annum, the Bank of Nova Scotia had a vlear edge
over UBS which had quoled an interesi rate of 2.5% per annum. The conlract was
awarded to UBS without any manifest effort to negotiate with Bank of Nova Scotia,

33, Asked whelher any analysis or comparative study of various offers received
by the Company was made before selecting UBS and how UBS was selected which
quoted highee rate of interest i.e. 2.5% per annum ageinst 1.75% quoled by Nova
Scotia, the Company in a writicn reply has stated that a comparative analysis of the
various plfers received was made by MMTC before selecting UBS. The consignment
facility olfered by Bank of Nova Scolia did not compare favourably with that of Union
Bank nf Switzerland. While the transportation of gold from Bank of Nova Scotia,
Londan, werked out US § 1.30 per Tr. Oz approximaiely, Union Bank of Swilzedand
had quoted a premium: of §1. 1 per Tr. Oz only. Further the consignment period was
restricted 1o only 6 days by Bank of Nova Scotia whereas, Union Bank of Switzertand
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had offered consignment Facitity witheut any restriction ob the period. The
requireinent of fornishing guarantee was also dropped by Union Bank of Switzetland.
As regards the loan facility, Bank of Nova Scotia had offered a rate of 1.75% per
anmum but this was restricied 10 a period of 90 days. For longer periods, inierest rates
are usually higher due to higher risk exposure. Under the Exim Policy, the exporlers
could keep the gold on loan for a period of 120 days im the case of Domestic Tariff
Aren and longer in the case of Export Processing Zones/Export Oriented Unil
Complexas. The Union Bank of Switzesland, on (he other hand, had offercd a flat rate
of 2.5% per annum jrrespective of the loan period. Thus (o assess correct position,
the rates quoted by the 1wo banks needed Lo be compared after laking into account all
the conditionalities. The offer of Bank of Nova Scotia both in respect of consignment
facility as well as loan, therefore, was assessed 10 be not better than the affer received
from Union Bank of Switzerland.

34, Asked 10 inlicate the details of (he analysis of various offers for supply of
gold leading 1o the selection of UBS as the successful bidder, before making the
comparative statement, the Company in the post evidence replics has staled thal as
per records available, theee is no record of analysis of Lhe offers before making the
cormparalive stalement.

35, The Commillee desired to know 1he ratc al which Bank of Novz Scutia
offered to supply gold on consignment basis in Augusl 1984 and wha were the rates
quoted by leading Bullion Firm in London, the Minisiry in the post evidence replies
has stated that as informed by the company, the bank of Nova Scotia had ffered the
loan rate of 1.5% per annum bazed on & 36{0 days year for the actual number of days
borrowed o the value of the gold determined as the weighted offer price of the daily
London AM fixing price and the daily loan balance as the weighing factor. MMTC
has also informed that at the time an offer was alsa received from the Republic National
Rank of New York, Hong Kong. on 30.10.84 where the rale of interest from the date of
shipment of the gold 10 MMTC was quoted at 1% per annum. On20.4.85an offer was
alsa received from Mathist, Londen, for supply of gold on loan, however, the rate of
interest was not quoted.

36. The Comiitiee wanted to know the last date of receipt of bids, and dates on
when e bids were reccived, the procedure for opening of Bids cle. the Company in
their written reply has stated that in lerms of the lelex message sent by MMTC ta the
gold supptiers on 19.11.86, the last date for receipt of offers was 24.11.86. The offers
were received as follows :

24.11.36 Receipt of offer of Bank of Nova Scolia by telex by modification of
their sarlier offer dated 9.11.86.

241186 The Republic National Bank of New York, Hong Kong, scnla telex
slating (hat their offer would be sent shortly.

241186 The Credit Suisse Bank sent a lelex offer.

25.11.86 The Bank of Nova Scotia intimated higher costing by telex Further

1o theirtelex of 24.11 .86,
Z8.11.36 Unicn Bank of Switzerland, Zurich, submitted their telex offer.
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2R1L.85 City Bank NA, New York, submitted their telex offer.
2B.[1.36 The Republic National Bank of New York, Hong Kong, submitted
their tekex offer,

Mase AG, London declined to submit their offer, However, they reiterated their
offer of 1.8.86. The date of their telex message is not available on the message,

As menticned above, al| offers.were received directly by MMTC by telex.

37. The Committee wanted to know as to whether any negotiations were held
with M/s. Bank of Nova Scotia who offered lower rate of interest, the Company in
their written reply has stated that no hegotiations were conducted with Bank of Nova
Scotia, as their terms both in respect of rOnsignment as well as loan were not the most

38. [n this regard the Ministry has informed that MMTC has reported that the
Bank of Nova Scotia had restricted the foan periad to 90 days only whereas there was
no such restriction of time period in the offer of Union Bank of Switzerland (UBS).
Moreover, at the time of converting loan into purchases by MMTC, the offer of Bank
of Nova Scotia would not be competitive vis-govis UBS offer.

39. It has also been informed by MMTC that no negotiations were held with
UBS for reduction of rate of interest 1o the level of Bank of Nova Scotia as the
packages these two offers were not comparable.

40. According to Audit the Ministry’s argument that the rate quated by Bank of
Nova Scotia was restricied to a period of only 90 days® is not tenable because in the
normal course, the jewellery nits 1o whom the gold was issued had to expott the
Jeweilery within 2 period of three months. In such a situation, therefore, the question
of paying interest on gold loaned by any of the bidders beyond the period of ) days
was irrelevant for the purpese of comparative evaluation of the bids.

41. Asked to furnish the reasons for accepting varying rate of interest and on
how many occasions the interest paid had sxceeded 2.5% pet annum, the company
had informed that rate of interest varies from time to Hme based on the |ease rate
prevailing in the Builion Market over the wortd. This is the international commercial
practice for bulijon. 1n the Union Bank of Switzerland agreetment, the rate of interest
was redoced 10 2.4%¢ per annum. Subsequently, depending upon the international
geld lease rates, the interest rates have been going up. Currently, MMTC is paying
£ interest (@ 3.4% per annum to Union Bank of Switzerland.

*Ministry of Commerce and MMTC Lid. have clazificd thal in erms of REF Circuls 22/E8 dased
13.6.1998, cxperiers were allowed two further extensions of 3 months cach totalling 130 days
beyond the normud period of 90 days, o export subjecd 10 paymeni of certain prescribed penalty
amcunt. While commentieg on il. Audit has stated thal the further cxrensions of time For
effecting the exports in terms of REF Circular Mo 12/88 daied 15.6.1988, are subject to
payment of peeallies by thase cxporting units whe fail 0 =fTecr the exports of Jewsllery in e
normal period of 90 days. this eannot be conpidersd § normal silustion & such fuilures would be
exceptional invlances. Such extensiont are aléa not granied o molo and muay be given on an
applicalion to be made by the export unit. As such, the discrepancy poinled cul by the Minisury/
MMTC Lid. dees not relnte t0  normal sibuation.

£ MMTC L. clarified thal the rmic of inerest of 3 40% paid 1o UBS relses o the period 1998,
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42 1n thix regard, Ministry in the post evidence reply has informed that MMTC
has infarmed that in the agreement required by MMTC with UBS on 30.3.88, the
¢lause No.2 relating 1o interest on gold supplied on loan read as follows

“The interest rates shall be calculated on the basis of 360 days a year and the
term annum and quartetly shall be construed accordingly, the term manth
shall mean 0 days.

Tnterest on the gold loan is doc and payable quarterly @ 2.4% per annum.
This rate is valid until further notice intesest is payable in US dollars.™

As per above clause the rate of 2.4% per annum was accepted by MMTC till
further natice. [t may be added (iat as per intemationally aceepted norms, galid loan
rates arc derived by bullion banks on the basis of gold lease rates which, though are
known to be sieady, have seen major fluctuations, Ihe last one being in Cciober, 1999
al which 1ime the pold loan rates briefly went as high as 11% for a few days. Asper
prescnt arrangements with supplicrs namely Union Bank of Switzecland, Credit Suisze,
First Boston Bank and Bank of Nova Scotia, Lhe interest rates can be revised by them
al the beginning of cach quaner, The interest ratc presently is 2.7%: per anmum.

Restrictive dause in the agreement with URS

43. As per Audit, the Company accepted a peculiar condition of unspecified
significance, while executing Lhe agreement with UBS. Accerding to this condition
the Company was precluded from executing contract for further issue of gold loan
from Government/other Financial Institutions/Banks/other parties without making
full disctosure and laking prior written permission from UBS’. As MMTC had not
negotiated with other banks, acceptance of these clauses in the ngrecment with UBS
had compramized the standard of Transparency in awarding the contracl.

44. Asked (o indicate the hasis for inclusion of this clause while executing the
agrcement, the Commities have been informed by the company Lhat the clause
regarding execuling turlher contraci for issue of goid toan from Government/other
insLitulions/banks/other parties, without making full disclosure and taking prior wntten
permission from Union Bank of Switzerfand, was provided in the draft agreement sent
1o MMTC by Unica Bank of Switzerlund. Therefore, there is no change batween the
dralt and the ngreement signed with Linion Bank of Switzerland in this regard.

45. The Committee wanled 1o know as 10 how the award of contract could be
said (o be transparent, when such clauses were included in the agreement, The
compaony, in the written reply, has stated 1hat the offer of Union Bank nf Switzerland
wis found to be mosl economical both in regard to gold consignmen lacility as well
as loan period facility. The clavse in question did cxist in Lhe initial drafl agreement
Mself.

46, In this regard the Company, in their post evidence replies, added that UBS
had extended the gold loan facility o MMTC amounting the Swiss Franc 15 millien by
sanctioning a credit line on Lhe basis of the financial performance of MMTC and its
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exisling financial fiabilities. No security by way of bank guarantee or Government
guaranice or letter of zredit had to be given by MMTC to UUBS to avail the gold loan
facility. In such a case the lender, as in the case of all banks, bas 10 necessarily
exercise control on increase of liahilities by the borrower. 1t may be added that the
agreement was examined clause by clause by RBI as well as the Department of
Economic Alfairs and only after their approval it was signed by MMTC,

47. In this regard the Ministry in theit post evidence reply has informed that the
restrictive clanse regarding not entering inte loan agreement with other Banky/
Institution had been dropped by the UBS in December, 1997,

48, The Committee wanled 10 know, whether the implication of having the
contract with UBS with the specific clause were examined by the Minisiry, the Ministry
it their written teply has stated that the file No. 10/22/86-EP(LSGY dealing with this
matter being an old file is nol iraceable. Howevar, it is understood that the Ministry
of Commerce had cnly given an approval for the consigniment scheme for supply of
gold and the finalisation of the Union Bank of Switzerland (UBS) as a supplier of gold
was done by M/s MMTC st their own level purely on their commercisl consideration,
the offer of UBS was most ettractive and was therefors selecled by MMTC.

49, Asked about the action taken for fixing the responsibility in their case by the
Minisiry, the Ministry has informed that as regards fixing of responsibility in the
matier it is stated that file bearing No. 10#/22/86-EP{LSG) being a more than a decade
old file, could have most probably been weeded oul. However, attempis were made to
trace the file in the section and the Record Room of the Ministry where the old files
were semt for siorage. Inspite of ull our effors, the file could not be traced cither in the
section or the Record Room of the Ministry.

50. In regard to the standard of Transparency in execution of deal with UBS, the
Ministry has informed that the Ministry of Commerce & Industry had only given an
approval for Lhe consignment scheme for supply of gold and the finalisation of the
Union Bank of Switzerland (UBS) as a supplier of gold was done by M/s MMTC at
theit awn level purely on their commercial considerations.

£1. The Ministry has further informed thar after analysing the overall package
offered by all 1he hanks, the offer of UBS was selected by MMTC. A comparative
statement of offers as received from all the hanks for supply of gold to MMTC is at
(Arnexure ). -

Contract with Credit Suisse

%2. According to Andit in August 1994, MMTC fell that 10tal dependence on
UBS woulkd not be in their inlerest 25 it parceived that supplics from UBS were becoming
erratic and the quantity supplied by UBS had alse fallen short of indented quantity.
Furiher, since it belicved that for ihe sume premium as was being paid te RS, better
teryns could be obiained from other sources, the Company decided 1o diversify the
source of gold supplies. Based on offers received from six banks (Bank of Nova
Scotin, London; Beutche bank, Frankfurt, Royal Bank of Canada, Rotchild, Singapore;
EPIC Internalionai, Singapare and PAMP Financial Services, Switzerland) MMTC
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cntcred in October, 1994 into an agreement with Credit Suisse for import of gold on
consignment bagis 10 be issued to jewellery exporting units on cuinight purchase
basis.

53. The Committee wanied 1o know the basiz on which Lhe company had
concluded that the supplies from UBS were erratic insignificant and not in the interest
of the Company, the Company in the writien reply has stated that quantity of gold 1o
be imported was increasing over the years owing 10 the higher demands from importers.
It was, thersfore, nol possible for any single bank to cater to full requirements in
different denominations, such as TT Bars, KG Bars ete. owing to-constraints of
availability of siocks with them as well as shipping schedules. Keeping in view the
increased demands and in order (o cnsure uninterrupted supply of gold 10 the exporiers,
jmports were made from other sources as well,

54, Asked what was the total quantity of gold supplied by the UBS and n how
many cases the supply was not effected in time, the Company in the post evidence
replies has stated that betwesn (988-89 and 1994-95, MMTC imported a total quantity
of 27360 kgs of gold from UBS. The agreement did not specify any period for effecting
supplies by UBS and therefors no penal action could be taken against them for
delays.

5% Aboul the tecms and condilions for short listing of six banks, and finally
selecting Credit Suisse Bank, the company it theit written reply has stated that offers
were invited from those banks who were members of London Bullion Market
Assaciation. The agreement with Credit Suisse was finalised, as their offer was
feund (o be better than the others. Broadly, the 1emms of contract were similar to those
as with Union Bank of Switzertand for supply of gold on consignment basis. However,
Credit Suisse offer was to issue gold to exporters on ‘outright purchase’ basis cnly
and Toan Facility as with Union Bank of Switzerland was not offered.

56. Audit has poinied out that despile above arrangement, MMTC continued
purchasing gold from UBS at higher premium (US § 1.05 per tr.oz for delivery al
Bombay); US § 1.15 per oz for delivery at Delhi; US $ 1.25 Per tr OZ for defivery
at Madras and US § 1,30 per 1r.oz for delivery at Calcutta {1 kg.= 321507425 1.0z}
for issue to the jewellery manufacturing units on ovtright sale basis. Jhandewalan
accounted for about 50% of the gold tansactions of the company and functioned
under e direct supervision of the corporte office. The records of this SRO under
one scheme (DTA scheme) for one yeat (1995.96) alone were checked in audit. The
test check revealed that, out of 4348 kg. of gold issued on outright sale L:asis, only
2150 kgs. were imported from Credil Suisse. The balance quantity was issued from
the gold imparted from UBS. The Audit had cbserved that had the company purchased
¢ntire gold from Credit Suisse, it could have avoided (he additional premium of
Rs.10.04 lakh paid by it to UBS under one scheme alone. The overall saving for ali
the schemes and for alt the units for the entire rreriod under review would have been
sigoificantly highes. .

§7. In regard (o this observation of Audil the Ministey had informed ihe Audit
ihat there was no net oul go of revenue from MMTC on account of additional premium
paid to URS, in vicw of the recovery of the amount from the exporters, who in wrn



reply of the compa ny defies the very mtionale for calling for quotations and imposting
gold from the supplier who offered the best terms,

58. The Commitlee desired 1o know as to why did the £ompany continue to
purchase gold from UUBS when the price offerad by Cradiy Svisse was cheaper than

Year UBS Credit Suisse
1996.97 1115 kg, 4225 kg.
1997.98 1792 kg. 5857 kg,

39. In this regard the Company in their post evidence reply has further informed
that the Credit Suisse Bank hag sanclioned a limit to MMTC for supply of gold on
consignment basis at Bombay only. Further the supply was only for sale of Eold on

Eold. Therefore, the entire quantity of gold could not have been procured from a
single source.  Apart from the premium, ready availabitity from stocks and longer
consignment pericd also would be a financial factor,
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Inter Gold (India) Pvt. Lid.

&1. According to Audit MMTC was associated with selting up of ihe SantacTuz
Electronics Export Processing Zone {(SEEPZ) at Bombay, where 1t sponsored the
establishment of one Jewellery Unit wiz. Inter Ciold (Indiad PvL. Lid. '

62. Asked Lo furnish the specific reason for sponsosing the establishment of
only onc Unit and constitution of Board of Directors of M/s Inter Cold Pve. Lid,
during 1985-R6. the company in their written reply has stated that agaiqst the then
cstimated annual world trade i gold jewellery, both plain and studded. of about
Rs. 30,000 croces, india’s export of gold jewellery was shoul Rs. 17 crores in 1979-80
fising to Rs, B3.8 crores in 19%3-84 and about Rs. BS crores in 1984-85. Besides. [he
country's export in these years mostly conformed to wraditiona] Indian jewellery.
predominanily manuzl Yimited 1o Middle-East and Indian settlemenis elsewhere,
whereas the biggest share of world wrade was accounted for by the mechanised
gold jewellery and the sophisticated consumer segment in USA and Western Europe.
Keoping the large gop in volume and huge potential for lndian jeweliery in the wotk
markets, MMTC had been considering the prospects of promoling manufaciure
and export of moders mechanised studded jewellery in collaboration with Tndian
diamond merchants. M/s. Iniergold Pvi. Lid. established its machine made and
diamond studded manufacturing unit w1 SEEPZ. 11 was incorporated on 20.5.85. As
a pari of ils straicgy and promational efforis 1o suppurt the export sector which is
recognised p thrust area by Governmenl and for boosting exports theough MMTC,
ihe Board of Directors of MMTC considered advancing interesl-bearing loan of
Rs. 1 croce to this unit. The loan was disbursed in 1987 and fully re-paid alongwith
interest in 1990, The list of Directors of Mis. Intergold for the year 1985-86 onward
is placed al Annexure-11. The exports of the Unils through MMTC amounted io Rs.
420.54 crores during the period [985-89 to 1994-93.

63. Asked 10 furnish the name of any ex-cfficial of the company who was in the
Board at the lime when MMTC sponsored the establishment of Inter Gold Pvi. Ltd. In
SEEPZ. Mumbai, the company in written reply has stated that Shri Amar Nath. the
ihen Group General Manager of MMTC at Mumbai superannuated from the services
of MMTC on 30.4.87, Shri Amar Naith joined as Director of that company on 10.6.57
{ag per tis1 of Direclors of the company — Anrexure-1)

64. When the Commiltee drew the attention of the representatives of MMTC o
a fact that Amar Nath, the: Sr. OM. of MMTC in 1984 was (he person incharge of
giving £ licenoe o Inter Gold and after his retirement he beeame the member of Board
of Director (of Inter Gold), the Chairman MMTC during evidence staled -

uEje continued with MMTC until 30th April, 1987. In 1986, (he approval of
giving Rs. 1 crore Joan was taken by the Boanl of Director (MMTC).
Mr. Amarnath has joined Inter Gald on 10th June, 1987.7

He added :
“hat he was an employee im 1984 35 a fast.”

&5. Asked 1o furnish, the quantity of gold issued year-wise since 1988-8%
and the export made against the gold issued to M/s. inter Gold, the company in

£ MMTC Lid. his clarified that ot oo L rhere was any requircmeot of giving any licence by
MMTC 1o Wntergold.
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their wrilten reply haz stated ihat the quantity of gold issued and expons made
through MMTC since 1988-89 to 1994-95, by M5, Inter Gold was as indicated
helow:—

Year Gaold Tssued Exporis

(Qty./Kgs.) (RsACr)
1988-89 - . 166
1RGO0 : 52 2395
199091 ik} 2882
1991-92 234 51.84
I3 434 76,23
199394 135 §8.35
1994-95 50 140.69
1995-96 230 Nil*
Total 674 X054

*  The value of export includes geld mported dircetly by ¢he party siza froomn P995-96 the
party siopped export of jewellery through MMTL.

[t may be clarified that the quantity of gold issued 1o this unit had been fulty
eaported and there is no default in this behalF.

66. A quaniity of 230 Kgs. gokd was issued to l'h:lfs, Inter Crold Pvit. Ltd, in 1995-
Y6, However, the unit stopped exports through MMTC and made exports directhy
amoumting 1o Rs. 193,83 crores in 1995-96.

67. 1L is scen that the value of exports shown against the figure of gold issued
o M5, Imer Gold is much higher than the Yikely expont value of such gold. Asked to
explain this discrepancy the company has stated that Mis. Intergold are also exporters
of cul and polished diamonds as well as jewellery made from gold and precious
siones including diamends. Therefore their exports include the valuc of precious
slomes apart from their labour charges, peofil ete. and ax such the value of their
exports has ta be much higher than the value of gold supplied by MMTC o them.

&8, The Commitiee wanted 1o know whether there were other gold Jewellery
expurting units in exisience in the SEEPZ and why assistance was not provided to
them, the company in their written reply has stated that MMTC waz nol associated
wilh the setting up of the Santacruz Electronivs Exporl Processing Zone, Mumbai
{SEEPZ). The zone had been set up for electromic export industry much hefore 1he
introdustion of jewellery units in this zone and the entry of MMTC a5 a geld suppisr
1o such upits in 1988,

69, Durirp 1986-87 the Following units had bezn allotied buili-up sheds or land
in SEEFZ,
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{1} Intergold India Limitsd
(2 Su-raj Diamonds

(3) B.V.Jowels

(4} BB Jewellery

(5} R DalpatLal & Company
(6) Fine Jewellery

10, MMTC Board of Directors had approved a scheme for providing export
promotion loan te such units who guaranteed 2 minimum export turnover of Ra. 5
crores in three years with 20% of guarantesd amount 1o be achicved in the very first
year after the date of commissioning of the unit apart from purchasing their entire
requirement of gold from MMTC. This loan was to be provided by MMTC to such
units for purchase of equiptment and accessories for jewellery manufactore. The debt
equity ratio was also to be maintained at 3:1 at any point time. It may be seen that
advancing of the export promotion loan had conditions sttached to it as per the
approval of the MMTC Board of Directors.

71. In view of the small number of operative wnits {one of which, M/s R. Dalpat
Lal & Company never commenced operations) and the close interaction of MMTC s
officials with ali such units, being the sole supplier of gold on “off the shelf” basis in
the zone, details of this scheme would have been known to all the units, who however,
either did not requite such loan o were unable to mest the conditions prescribed by
MMTC.

72. Asked 1o furnish the narnes of Directors of Inter Gold and share holding for
the period 1985-26 10 1991-92, the company has furnished the list of Directors and
share holdings for the period 1985-86 10 1991-92 (Annexure 11). From the perusal of
the list it is seen that Mohd. Shataff of Sharjah UAE was one of the Directors of the
company.

73. The Committes wanted to kaow as 1o whether the Shataff trading company
had 40% share in the [nter Gold Pvi. Ltd., the company in a written reply has stated
that as per the available records there was a proposal to set up a modern machine
making jewellery manufacturing project in Mumbai with equity participation with
M/s Shattaf Trading Company, Dubai. This proposal however could not materialise,
as the foreign collaborator lost interest in the project due to delay in setting up the
project.

74. Mr, Mohamimed Shattaf was one of the Directors during the period from
2.5.85 till 23.10.86. as could be scen from the list of Directors enclosed. Mr.
Mohammed Shattaf did not have any share holding in the Company during this
periad. [n a note furnished by MMTC w0 the Committee, it was clarified that Mr.
Mohd Shattaff of Sharjah, UAE, a Director of Inter Gold was also one of the partners
of M/s Shattaff Trading Company through whom the message to bid for offers for
impart of gold was sent by MMTL to one of the five banks in November, 1986.



CHAPTER DT
RECOMMENDATIONSAOBSERVATIONS OF THE COMMITTEE
Recommendation No. 1

I P S :

‘Mfer from Bank of Nova Scotia for Goid Import

The Commiitee note that nnder the successive Exim Policles beginning from
the term 198588 onvrands, MMTC has been trading in gold to help export of jewellery.
Under various schemes of the: Exim Policies, MMTC was to import gobd and supply it
to approved gold jewellery manufacturing units which were mainly 104% Export
Oriented Unlts and alzo those situntied in the Export Processing Zones apart [rom
those in Domestic TarilY Area MMTC could give gold to these units on loan basis or
on ouiright sale basis subject to the condition that the export of jewellery made out of
this imported gold was made within three monihs from the date of sale or loan. Under
the various schermes, 85,096 kygx. of gold was imported by MMTC during the period
of 9 years beginning with 1988-89 and ending with the year 1996-%7. Qut of this,
83, 731 kgs. of gold jewellery was siated Lo have been exported out of the country
upto 1996-97. The Committes find that in order to import gold for supply under
various schemes, advance nction was started In 1984 itself so that the schemes
under Exim Policy of 1985-88 could be implemented without any detay. The Committee
note that in February, 1985, MMTC proposed to the Ministry of Commerce fer
approval, their decishon to eoter into an agreement with Bank of Novs Scotia for
supply of gold on consignment basis. Eut the Ministry of Commerce did not ake ony
positive action on the proposal and in November 1986, fresh offers were invited from
Rve loreign banle:, although the bank of Nova Scotla extended its offer upto December
1985. The Ministry did ot offer any explanation to Audit as to whai prevented it
from processing the offer of Nova Scotia Bank to s logical end. Accordiog to Audit,
this offer was allowed to lapse, despite s extension upto December 1985, However,
the Ministry sought to explain ko the Committee stating that this could not have been
processed earlier, as the Schemes for Import of Gold were notified in June 1988
onty. The Committee are not convineed with the reply of the Ministry and its attempt
to portray this episode ag a separate incldent in isotation, in view of the developments
later in the matier of import of gold which revesd speciad favours shown to another
supplier of gold who came into the scens throogh an unsolicited Intermediary and
the Committee cannot but help come to the conclusion that there appesrs to be a
design behind this move to deliberately scuitle a reasoaable offer in order Lo
accommodate another fito on some extrancous considerations. The Committee
wish to point out here that the unsolicited intermediary firm, was one M/s. Inter
Gold (India) Ltd., which gus incidentally hod one Shri Amarnath, a Senior Group
General Manager of MMTC in it as a Direcior and this Mrm received a loan of
Rupees One Crore from MMTC. Interestingly, Shel Amarnath wha became a
Director in the Board of Directors of M/a. Inter Gold {1ndia) Lid. ln June 1987
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shares his postal address with ooe Ms Usha Khapdwala who had been a Director of
this company since 13 August 1985 and the date of incorporation of this firm was 20
Muoy, IDRS.

The Committee are of the view thal if the offer of Bank of Nova Scotin was too
early to merit any processing in view of the fact that gold imporis schemes came into
being only in June, 1948, then on the same count, the ofTers invited in 1986 from five
foreign bonks were also toe premature to merit any consideration, although a Rimsy
excuse has been cited that the drafl gold Import schemes took some concrete shape
by then. The Committee cannot buy this argument further in view of the fact thet
MMTL hax bern impaorting gold for various schemes [rom 1986 onwards under the
Exim Policy of 1985-88 and there was no unreasonable hasie in calling for offers in
the: year 1985 itself Tor the schenes meant for the year 198588, The Committee,
therefore, feel that there was & pre-meditated delibernte design behind this seemningly
inocewons isolated incideat, which requires a thorough probing by an independent
authority such as the Chief Vigilance Commissioner and the Central Burean of
Investigation e get at the truth.

Recommendation No. 2
fnvedvement af Unsolicited intermediary in Gold Tmports

The Committee find that in 1986, MM TC invited fresh offers for supply of gold
fhom five foreign banks, namely, Bank of Nova Scotia, Credit Suisse, Republlc Bank
of New York (Hong Kong), Mat Dist, Limited (London}and Mase Ag (London). The
Committee further find that another bank, namely, M/s Union Bank of Switzerland
(URS) was not st a)l addressed by MMTC in the matter. Despite ro communication
sent to URS, the Bank sent its offer uninvited four days after the receipt of other
olfers. The Audit have observed ihat the offer of UBS was nn the initintive of
M/s. Shottaff Trading Company, Dubai (Shattaff} — who was initially involved
it the hid, as the message calling for offers were communicated to one of the
five banks mentioned abave theough Shattaff. The circumstances in which the
services of Shaltaff were solicited were nol on record. Since Shadaff had no
farmal busziness retationship with MMTC and was net working for any overt
consideration, their involvement in the gprocess leading to the finalisation of
agreement with *UBS for the Import of gold was unoswul’. Desides this, the
firm Shattaif was also kept informed by MMTC of lts plans to vislt Switzerland
In January 1987 to finalise the arvangements for import of gold into India. In
July 17, MMTC informed Audit thal Shattaff was involved in Lthe matter, as
the firm was ‘perhaps’ buying gold from various banks. The Ministry of
Commerce informed the Audit that the offers were received by MM T directly
abd not through Shattall,

The Minisiry further added thal since Shattalfl was aware of the MMTC's
entry into gold import, they had voluntarily recomumended the name of Union Bank of
Switzerland to MMTC based on their own experience. The Committee fail to
undersiand as 10 why the messuge calling for the offers to one of the five banks
should be couled through Mfs. Shautaff of Dubai, an though the bank never had any
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postal address of Its own. The Committee further note that on an earlier occasion
when the offer from Bank of Nova Scotia was processed MMTC visited London, to
discuss matters with the leading bullion firms in London whereas in the present
case they sought to visit Switzerland and had intimated this fact to Mfs. Shattall.
The Committee wonder as to why M/s. ShattafT should be involved in the matter when
the management of MM TC was unsure of the status of M/s. Shattalf and have made
o statement that Shattaff was ‘perhaps’ buying gold from the banks referred to
abave, The Comanlttee also are i a loss to know as to why similar firms who have the
like stunding of Shattaff in Dubai and elsewhere were not approached in the matter
to facilitate the trade Inquiries. The most surprising thing in the whole episode is
that M/s. Shattaff trading company did not seem to have received any fee or payment
for thelr services and the services obyviousty had been rendered ‘free of cost’. The
Committee have every reason o believe under these circumstances that Mis, Shattaff
trading company had some pecuniary interest in the maiter and their link with M/s.
Inter Gold India Ltd. in which a senior officer of MMTC was also a Director definitely
indicates that apart from M/s, Shattaff, there were many others whose interests have
been looked after by this deat, The involvement of M/s. ShatialT irading company in
Dubai in the whole matter excites suspicien in the mind of the Commitiee and to
their ulter surprise they find that the Ministry of Commerce had never bethered to
question the involvement of M/s, Shattaff in the whole deal. It is also a matier for
consideration as to why inltially UBS haok was not addressed at all in the matter,
although later on the MMTC maintained during evidence that Union Bank of
Switzerland was p renowned name. The Committee are convinced that M/s. Shattaff
trading company which was engaged by MMTC to communicate » message about
gold import did not maintain any commercial confidentiality and had committed
breach of trust by leaking out the details of the offer 10 UBS. The Commitiee,
therefore, find no substance in the statement of MMTC thal ‘Shattaff i nobody so far
as we pre concerned’ made during evidence, The Committee condemn the way the
compaby has sought io explain the arrangement away stating that Shattaff had just
made 3 reference to MMTC to help them tap another source with whom M/s, Shattadf
had been having dealings. In this connection, the Committee wish to polnt out that it
is not an accepled practice in sny trading/dealing by sovernmental organisations to
accept uninvited offers, especially, where the mode of transaction was hot through »
public tender. The Ministry of Commerce, when asked to explain their rolein the
matter, had sought to wriggle ont of the situation stating that the basic function of
the Ministry was o frame policies and procedures, while the commercizl aspects of
the trade proposals are examined by the agency concerned und accordingly the
Ministry had nething to say about the decision taken by MMTC at its own level.
Besides, the Ministry had stated that the file relating to this matter in the Ministry
was unirocesble, it being an old document. Although an inquiry was instituted in the
Minlstry about the loss of [l# it conld not be still located. The Commitiee find that
the involvement of M/s. Shattalf treding company in the matter of import of gold has
remained an unexplained mystery and no positive action was taken 1o find out the
real mothve of their involvement by any authority in the Ministry. The Committee,
therefore, Tecomiund that a thoteugh probe into the matter should be vndertaken
to find ont the circumstances under which this firm came to be engaged and te find
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out Il their involvement was a bona fide business requirement. The Committes
further recommend that responsibility should be fixed for the loss of Mle concerned
In the Mibistry and ¢fforts should be made to reconstruct the Gle in order to get the
total picture.

Recommendation No, 3
Selection of Union Bank of Switzerlund for Supply of Gald

The Comimittee note that the Union Bank of Swizerland was finally selected
Tor supply of gokd altbomph they submitted their offer four days after the olher banks
have sent their ofTers and no invitation waa sent to UBS bo participate in the bid by
MMTL. The Committes have been informed that a team of the representatives of
MMTC visited Switzerland i Janoary 1987 to hold discussions with UBS and
thereafter MMTC informed the Minkstry of Commerce in March 1987 that the
proposal of UBS was the most aitractive one. Sebscqouently, the confract with UBS
was finalised in August 1988 with the approval of the MInistry of Comnmerce and
alsn the Ministry of Finance, When the Audit demanded the details of analysis of the
various offers leading to the selectlon of /RS g the successhul bidder, the relevant
papers were not available in the records produced to the Aodit. However, the Audit
examined only some papers indicuting the comparative position of the offers received,
On wn exnmination of the comparative terons quobest by UBS and by the Bank of Nova
Seotin, the Audit found that the Bank of Nova Scotia had a clear edge over UBS in
respect of the interest tale offervd. The Audi found that the contract wis awanded to
UBS, which had quoted an interest rate of 2.5 per cent per annum, although the Bank
of Nova Scotia offered a rate of inlerest at 1,75 per cent per annum. According to the
Audlt, the contract was aymnded to UBS without any manifest offort 1o nepotiate with
the: Bank of Nova Scotia to gei the best of the terms of trade. The offer of Bank of
Nova Scotia stipulated that n rete of 1.75 per cent per anouimn will be charged for a
period of 90 days only and interest on gold loaned beyond the period of %0 days would
be charged ot rates higher than 1.75 per cent per annom. The Audit found that UBS
had actoally charged rates of nterest which exceeded 2.5 per cent on several
occations, although they had quoted a Mat interest rate of 2.5 per cent per annum.
MMT'C had tried lo explain to the Commities stating thet URS wis selected bn view of
the consideration that the contignment facility offered by Bank of Nova Scotis did
not compare faveurably with that of Union Bank of Switzerland. 1t was forther
explaloed that the consignment period waa restricied to only 6 days by Bank of
Nova Scotis, while the Union Bank of Switzerland had offered consipnment factlity
without any restriction on that period-

The requirenent of farnishing the gusrantee was alwo dropped by Undon Bank
of Switzerland. MMTC tricd to justify the agreement stating that the exporters
uncher the: Exim Policy oould keep the gold on Joan for a period of 120 days and beyond
in respect of certnin schemes which would have necessitated payment to Bank of
Nora Scotia at rates higher than L.75 per cent per anoum beyond the period of 9
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days. MM TC also stated that the Union Bank of Switzerland offered a flat raleof 25
per cent per annwm irespective of the loan period. Therefore, MMTC stated that the
ofTer of Bank of Nova Scotia both in respect of consighment facillty as well as loan
facility wag found by them not better thap the offer of UBS.

_ The Committee note that the acceptance of the rate of interest at 2.5 per cent

slipulated by UBS had made the company pay interesi at the higher rute of 2.5 per
cent for the flrst 90 days as most of the jewellery onits In the normal course wonld
havemexpoﬂuwjewdlerywithhaperhdnﬂhmnmﬂufmﬂEMHMH
goddd to thema, SinuﬂmdeuwScnﬁ“dpuhudmly 1.75 per cemt rate of interest
for the first 90 days, which is the norma} period for exporting the gold back, the
Cnmmduufulﬂntﬂwmddumﬁuﬂmwmﬂthdamemmnﬁﬁdﬂndemt
fmﬂupmmdnﬂhgmmﬁum&ndhﬁ. Again the Committee feef
ﬂmmnthdmpmdmunrmﬂﬂemﬂﬁmﬁ'mmmmtmﬂm
could be modified at any point of tirne, as this implices that there wag no outerfupper
Vimit an the rate of interest that could be imposed, whereas in the offer of Bank of
MNova Scotia the maximum limit itsell was & definite at 2.5 per cent per annum, The
mmwﬁmmmthtmﬂﬁnmﬂhmwhwmw
with the Bank of Nova Scotia &s it had earfier offered in 1984 a rate of Interest of
only 1.5 per cent in August 1984 which they sought to retain it till the £nd of
December, 1985 through an extension. Hldthtﬂrlierﬂlhrnfﬂukufﬂnvaﬁmlin
beenktptaﬂvmrhadMMTCm:nﬁahdniththeﬂmkanmSmduiﬂngﬂu&

The Dnmmittet,lherdou,dumtnppmdmlingmy term of unlimited
interest liability umchhndhmlnmrpwatadinihengrmtnmhd with UBS,

in deciding the sovrce of supply of goMd, ax they found that the Company visited
London Bullion Market ln the yeur 1984, while in the year 1987 they visited only
Switzerland to negotiate with only one bank, and further, in August 1994, they
addressed only those banks which were the members of Loadon Bulliog Market
Asnoctation,

The Commiittee, therefore, rome to the conclusion that apecial favours have
been shown to the Union Bank of Switzeriand who was obviously recommended by
Shattalf Trading Company, pulthguurht:mutungrutdkadnnhph the mutter
of payment of inderest in this deal. The Committee recommend that the circumstances
under which the UBS was selected should be thoroughly probed by an Independent
authority, preferably by the CYC/CBLand they desire that a statement should be
submitted to the Committes about the action taken in this matter within three puonths
of presentation of this Report,
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Recommendation No. 4
Restrictive Clawse in the Agreement with UBS

The Committer nole that MMTC accepted a peculiar condition of unspecified
significance in their agreement with UBS according to which the company was
prevented from executing any contract for obtaining gold further from any other
party without making full disclosure to UBS and i it is to be done, it should be done
nnly after taking prier writien permission from UBS, Besides (his, there was no
penal clause provided to take care of delays In effecting supplies by UBS, which
later on became qulte erratic. The Committee further note that the restrictive
<lausec regarding not entering Into loan agreement with any other banks/partles
had been dropped by UBS in December 15997, The Minkstey of Commerce when
asked to explain as to why such a clanse was included, stated that File No. 10,22/
B6-EF(.SG) dealing with this matter, being an old file was nol traceable and the
Ministry of Commerce, however, had given their approval for the proposal of
MMTC only in principle, leaving out all matters of commerciat constderation
purely to the discretion of MMTC. When asked about the action taken for
fxing vesponsibllity in the matter of loss of file, the Ministry stated that the file
being an old one could have most probably been weeded oot and attempts were
made to trace the file in the section concerned and in the record room of the
Minisiry, which did not produce any positive results. The Commibttee have been
further informed by MMTC that the clavse in questhon did exit In the initial
draft agreement itself and had been sccepied on the ground that a lender has to
necessarily exerciie control on the increase of liabilities on the borrower and the
RSI and the Deptt of Ecopomic AfTairs had already exemined the sgreement
clanse-hy-clanse and only after their approval, it was gigned by MMTC.

The Committes wish Lo point out that the very fact thal this restrictive clanse
was dropped by the Bank in December, 1997 amply chows that theres was no
compulsive reason in incloding this kind of restrictive clause in the agreement
initially, ax commercial considerations do not drastically chanpe in sach deals.
The Committee are of the opinion that there was complete lack of transparency
in the manner in which the entire agreement with UBS was executed,
compromising the luterests of the company for some possible vnexplained
exirameons considerations and therefore a therough probe ks reeammended by an

independent authority in this matter.
Recommendation No. §

Continued Imporss from UBS even after signing confract with credit Suirse Bank

The Commitiee have been informed that the supply of gold by UBS became
erratic and many & times they could not supply the Full quantity that was ihdenied.
Therefore, in Aogust, 1994 MM TC felt that total dependence on UBS would not
be in the interest of MMTC. Since MMTC belieyed that better terms could be
obtained from other hanks, if they diversily the source of gold supplies for the
satoe premiom as was belng paid to UBS, in October, 1994, II invited offers
from six banks which were members of London Bullion Market Association.
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The Committee have been lnformed thal out of the six offers received, the offer
from Credit Sulsse Bank was found to he better than that of the others and it was
broadly on the same lines a3 that of the other existing arrangements with the
UBS. The only difference was that the Credit Svisse Bank did not offer Ioan
facility and the gold waxs to be imported from them on outright purchase bash,
However, the Committes find that the premium charged by UBS was higher
than the premivm charged by Credit Suisse Bank, entailing payment of pdditioaal
amount o UBS, if MMTC were 0 continue their lmports from them. The
Commlttee have been informed that MMTC continued to import gold from UBS
at a higher premium, although they had entered into a Iresh agreement with
Credit Suisse Bank for supplies ot 8 lower premiom. A 1est check conducted by
Audit of the records of unly one Sub-Regional Ofice at Jhandewalan ard that
too only for one year, (ic. 199596} revealed that oot of 4348 kgs. of gold
imparted, only 2150 kgs. were supplied by Credit Suisse Bank, leaving a balance
of 2198 kgs. of gold imported from UBS,

‘The Audit had obzerved that the continued gold baport from LBS b this case
resulted in payment of an additional premiom of Rs. 10,04 lakhs under one schene for
one office for one year llone, Had the entire pold been purchased from Credit Suisse
Bank instesd of UBS far all other schemes for all other units for the entire period
after entering into contract from Ociober 1984 onwards, MMTC could have avolded
payment of a significantly very kgh sums by way of additioual premiom, which right
now the Committes are unable to hazard n guess. Fhe Commiitee also note with
concern the attempis by MMTC to evade the question of supply of detalls about the
number of times the supply of gold was delayed by UBS and the extent to which the
supply was short of the indented quantity. The only way the MMTC sought to justify the
continued purchase was by staling that ready wwailability from stocks for longer
consignment period was the deciding financial factor for obtaining gold from UBS.
The Conmunltice wish to point oul thal this argument of ready availablity from stocks
contradicis the earlier stand taken by MMTC that the supply from UBS became erratic
in October, 1994 1o jusiify their steps to diversify the source of supply.

The Committee also hote ancther argument of MMTC that e demand for gold
was Increasing year after year and it would not have been possible for any slogle
bank to cater to the increasing demands for gold nnder various schemes. The
Committee wonder as to why more than ote alternate sources of supply could not he
identified, if the entire guantity of gold could nol have been procared from a single
gource. [TMMTC could have arrangements, with Credit Suisse Bank apart from
UBS for supply of gold, nothing prevented them from negotlating with other banks
as well to obtain appropriate terms, as MM TC admittedly held a view that for the
samk premlum as was being paid to UBS better terms could be ohitained from other
sources. The Committee wish to polnt out that further in the year 1996-97 and also
in 1997-98, MMTC vontinued to import significant quantities (1115 kga. and 1782
kgs. respectively) from UBS, which clearly reveals the continued patronage of the
bank by MMTC for certain unexplained reasons. The Committes sre unable to view
this conthued purchase from UBS as an independent happening and they are inclined
to consider it omly a8 an episode in 3 continuing plot, which was conceived mainly
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with a view to favour a particular foreign bank continuously from ihe year 1988
onwards desplte bad @rack records and, even after finding other soarces of supply in
October, 1994, The Committee wonder that shernaie sources of supply may have
been fonnd out only 1o demenstrate to UBS that they showld feel obliged to MMTC
management who kept alive their agrecroent, despite having ather sources and the
Committer here fecl that there is something more that what meets the eye in the
entire desl. The Commiittes, therefore, are convinced that this Is a fif case fora
thorough inquiry by an indepeadent authority and recommend to the Government
that appropriate action should be initinted by them ta satisfy themseives that thers
was oo ulterior motive in securing continued suppHes of gold from UBS.

Recommendation No. &
The Missing File

The Committee have been Informed that DeCeIsary papers regarding import of
gold could not be made svailable to Andit for examination due to the fact that the
relevant file was untraceable in the Miaistry of Commerce. The Committee have
been informed that the file still remained untraceable and aobody could e held
responsible for the missing of the flle, The Ministry also are not sure whether the
fike hid been weeded ot at all, s they had stated in their reply that it could have moat
probably been weeded out. The Committee have been further informed by the Mimistry
that aftempts were made to trace the file In the Section and in the Record Room
which did not produce any positive resulis. The Committee wonder g to bow such
sensitive flles involving Important decishons taken by Government could have been
classifled as files that could be weeded out, especially, when such transactions ars
subjected to detadled scrutiny by the Andk. The Commiitee also wonder aa to horw the
Ministry could lnunch its search efforis when they felt that the e could have been
weeded out. It s an established practice of offlee management that every file in a
section i properly cntered in a fle register and when action is com plete, ity fute
about lta retention iy decided and proper entries are made in the file regirter, if they
are o be weeded out. Itls obvious from this episode that the Ministry of Commerce
Goes not have s proper system of records management and there have beew no regular
system of checks through inspections by sealor officers about the stetus of recorsd
mansgement, despite, Government orden existing on the su bject and there was
complete abdication of responsibility on the part of officers in semior sapervisory
capscities In the Ministries which had been laken ndvantage of by unscrepulons
elements to ensure thelr escwpe from many wrong doings. The Committoe take a
very serioas note of the manner in which the Ministry of Commerce s being managed
I respect of affairs of record management and in the observance of office procedare
and desire thet approprinte action should be inltisted to fix respoasibllity on the
senlor most officer who dealt with the subject at a kevel mot below the rank of Joint
Secretary and abso to inittate remedial mensures in the Minlstry nt least from now
o 5o that such usfortunate meidences do not recar which could be taken advantage
of by wrong doers.

Nrw Dy V0UAY KUMAR MALHOTRA,
Judy 23,2001 Chairman,
Sravama 1, 1923 (5} Committee on Public Undertakings




Annexure [

(Vide Para No. 51)

COMPARATIVE STATEMENT OF OFFERS RECEIVED FOR
SUPPLY OF GOLD ON CONSIGNMENT

£ Mame Purity Guk Premlom Commis- Rep- R~ Cou
Me  of Bank rantes sion lenish-  marky
ment
L. Credy 995 SBI for CIF Mum- US S 1o joun of Gaold on
Sulsse, 120%  hal Alrport 025/ minimam interest
Zurich for one US 3 125 oumce 50 kgs i,
24.11.8% yemr + Dunce [nterest
vaziation charges
margin if nat
if any specifled
F3 Union -do- -da- CIF Bom-  -no-
Bank of bay Airport
Switzerland- Uss
2R.11.86 1.10 / ounce
1. Republic 0999 SBlor USS L4 Minlmum
Mational (.9495) RAI ounce (will shipment
Bank of on increase musl be
Simgapore, réquest in et of 233 ks
Newyork & US § 4004
Hong Kong ounce). CIF
0.1 L6 Bombay
Alrport
4, Al of 995 GDI FOB basic  Replenish No ke
Nowve Scotis, or  of {port of ment 4l for firat
Bombay above 3AI discharge} US 3 0.2% 60 days. .
12.11.8% Con of ounce (can May e
imwrance  vary Gepead- sxi¢nded
and ing on = bank
Freight= market option
£ 16,000  gondition) at the
petf 1onne - rute of
pp. US 3.
%05 Fees may
ouRGE alio be
Separate paid in
charges MY COn-
for re- vertlble
waking currancy
1 apecifics or goid
tens of L kg holllnn.
b ndicawed MMTC
@ S0/ per o par wl
ounde 0 be iaxes nd
charged oo Solics.
aciusl bxsis
- City Baak,
London
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COMPARATIVE STATEMENT OF OFFERS RECEIVED FOR
GOLTHON LOAN BASIS

£ MName Purity Gmp- - Loas Premium Coet- Wali- Re-
Mo, ¢f Bank ranice  rale mission  dily marks
1. Credit 995 EBI 3% per CIF Bom- U53 6 CofFer
Swinsg, covering ARRUM bay US 3 0.2% tionths  upio
Zarich 120% payable 1.25f ounce Jun A=
24 11 .88 of guld  im gpold el 1987
vilue Tor payable
un year immwdia-
+ varia- 1y
linn margin
2. Upima o+ S8l 5% por CIF Bom-  -ido- & Offer
" Bunk of Botubay ammwm bay US % month  upto Jan
Switzcrisnd covering payable b I Ofowace rd 1987
28.11.86 120% of in gold payshle
gold value immediarely
1. Republic 09% SBlor  |% per (.40 USY Mini
Matioosl (593) R8BI annum i+ ouAce Shipment
Bank of on increase by I3 ks
NY. HK s 0.25% :
& Singapore every Iwo
20.k1.86 weeks o a
maximum of
3% paysbic
in guld o
purchase
price of loco
London gald
4. Bask of GOl L.T5% aubject If the fee
Mova or 5B 10 90 daya is paid in
Scolis, catl. Commence gold bui-
Bombay from ihe draws Han, 30
12.11.86 frem the dayr nedice
vansignment required.
All Feex
in be free
of with-
hold 1an
or other
deduction.
% Ciry Bank, 995 v Z.25% per 1.5 USS & Payment
Landom ahove akhwm monihs  within 2
Englend days
Tramks-
poriation
cosis and
indurance
will b 63
cenls of
US ¥ per

QUACE.




Annexure [}
(Vide Para No. 63)

INTER GOLD (INDIA) LTD.

LIST OF DIRECTORS AND THEIR SHARE HOLDINGS

Date of Incorporation: 20.05.199%

List of Directors and their share holdings for the period 20.5. 1985 to 31.3. J988

MNane Address Crle of Date of No of Bqmity
appoiniment Resigmalion  Shares hold
(Pace wvalug of
Ky, 10H¥- each)
M. Suroeh Chokel 1. Middlefleld 20545 2L L.ES
London, NNWLU,
Mr. Romi Chokied 213, Musker Towern 20.5.85 13.4.8%
A Cufle Parade,
Colba Bombay-5
Mr Vined D, Mclwa 50, Skantiniketan 20538 29045
Society
Surar Diary Rosd
Swrat 305 00N
MrHarmshkumar 18/4, Fuanwwndi 20.5.45  2.4.E% (Transferred ox
Tanas Moti Building L0328 and hemce
Bombay-2 from 2.).E8}
Mr. Krishoa Murari 3¢, Kloga Apartmem 21.E %5
Gocnka Juho Tara Eoad
Mumbaei-400049
Mz Usha Khoadwals Valbhavl, Achok Nager, 23.8.8%

Mr. Baboolal M.
Siroya

My, Bakhrawaramal
B. Sirays

Mr. Dhoerajmal H.
Siroyn

M. Harital D Soni

Mt Mobxmmcd
Shattnf

Socicty, NS 10th Rond

Gura Nansk Road,

J¥PO Scheme, Bombwy-49

Somatya Ehapping Cenne 2.9.85
Sninath Road, Muls] {W)

Bombay - 400 &9
PO. No. T4
Sharjsh, U.AE

RO, No. 374
Shacjeh, U AE,

PO, No. 574
Sharjah, 11.A B,

FO. No. 374
Ehacjah, U AR

2908
2.9.8%
2925

2988

28
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INTER GOLD (INDLA)LTD.
Date of Incarporation: 20.05. 1985
List of Divectors and their share holdings for the period 1.4.1986 w 13.3.1987

Mamme Addresy Date of Dale of Na of Eqwmty
appoiniment Resigmation  Shares held
{Foce valwe of
Ra. WM ewch)

Mr#rishes Murark 301, Kisga Apartmem 738248 - 1289
Gueaka Juha Tara Road, {Out of this
Bowsbay - 400 49 1255 shares
wiye il
bencliciully by a
farm of which he
was & Faninery

M lsha Khandwoln Vatbhavl, Ashok Magar, 23 .B.E3
Socicty, NS 10th Read
Garu Momak Rnasd,
IVPO Scheme. Bamhay-49

. Babouolnl M, Somialyn Shopping Cenire 2.9 .46

Kiroya Sxlmah Road, Mulod | W)
Bombay - &0 D69
Mr. Bokhtawarsmal PO. No. 3714 24155 10101908
B. Sicoyn Sharjab, UAE 17.15.5906
Mir. Disoerajmal PO Mo, IT4 2915 21101985
B. Simya Sharjah. UAE. IT.11. 1984
Mr. Harilal 1. Soni FO. No. 5T4 19135 23.10.1936
Sharjah, UAE. 17.11.1986
Mr. Mohammed PO. Ho, 574 $9.1% | 23.10.19%&
Shanaf Sawjak, U.AE
Ms. Sonjay Siroya 101, Kalpavrikaha Apra.  13.14.84
27, Ridge Road,

Bombay - 400 K

Mrs. Madhukaats  Gardes View, Flu 981,  17.11.85
Roni £, Harkmes Road,
Malabar Hill, Bumbay 26
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INTER GOLD (INDIA) LTD,
Date of Incorperation: 20.05. J98%
Lisy of Directors and their share holdings for the period 1.4.1987 1o 3i.3.1988

WName Address Due of Drde of Ne of Egulty
sppointevemt Resignation  Shares held
(Face value of
K3, 1004 each)

Mr. Krishas Mrari 301, Kings Apartmest 21345 —_ 16498
Goenka Jobt Twrn Raad, {Neneicially
Bombey — 400 (48 owncd by 5 flem
of which b waz
& Puartiver)
M. Usha Khandwnln Vafbbavl, Axhok Naga, 231.L.8% 10.6.87
Society, NI 1ith Road,

CGury Mamak Rosd,
VPO Schemte, Bombay-49
Mr. Baboolat M, Somalya Shopping Cesive 2.9.35 10.5.27
Siroya Sainnih Rowd, Malad (W)
Bambay - 400 069
Mr. Bakhiawmramal BG. Ho. 574 LZ.01.46 117
B. Siroya Sharjuh, VAR
Me. Dheerajmat B, BO. No. 574 17.11.86 30.5.87
Siroya Sharjeh, [LAB.
Ms. Harllal Dv5cai PO No. 574 IT.L0.86 10.5.87
Shatjah, UAE
Mr. Saajay Siroys 101, Kuipavrikabs Apta 23.10.36 30.5.37
7. Ridge Rond,
Bowbay -~ 400 008
Mr, Madhokssis Garden View, Flat ML, 17.11.24 Jo.s a7
Somi . Harkness Roud,
Mulsbar Hill, Bombay 26
Mr. Aram R Mechis 24 Swapsa Lok 2587 7140
5T, Ladmadbhai
Tagmohandss Macy,
Bombay - &
Mr. arebad B U101, Viisy Decp 2517 Jnoo
Medsta 11, Ridge Road,
Bonbay - &
Mr. Rajeey Sheth Villa Ramoma, 37 A, 2617 Y OTAD
Nupesn Sea Rosd
Bombey &
Mr. Az Math Vinibkari, Ashokmagay 10.6 .87 NIL
SocictyNS, 1ih Road,
TVPD Schatune,
Bombay — 43
Mr. Kishoribhai #4), Golf Links, Mew Defhi 10.6.87 NIL
Zaven
Mr. Nandkishorn 4B, Golf Links, New Delld 10.6.27 NIL

Zaverd




INTER GOLD (INDIA)LTD.

3]

Date of Incarparation: 20.05.1985
List of Directors and their share holdings for the period 14,1988 to 31.3.1989

Nume Addross Dax of Date of No of Bimity
appointarent  Resigaation Skt held
{Facz value of
R, 1004~ each)
Mr. Krichaa Mararl 300, Kinga Apartment 23,335 (Beneficially
Goenks Jubis Tara Ropd, owmed by a firm
Bonsbay - 400 (M9 of which he Is a
Pariner)
Mr. Arun K. Mehis 1A, Swapma Lok 2.6.87 y230
57, Ladwihbai
Jagrachaidss Murg
Bombay - &
Mr. Harzhsd B Mohin #1/101, Vijay Desp 2,647 4000
31, Ridgs Rond,
Bombay ~ 6
Mr. Rajory V. Shath  Yilla Ramona, 37 A, 2.6.4% 26.11L. 908 NIL
Napean 5ea Road,
Bombay - &
Mr. Amosr Nath Vaibhand, Ashoknagar 10.6.47 NI,
Scciety NS, 10th Rowd,
IVPD Schem,
Bombay- #0
M. Kishoribiai 41, Golf Lipks, 10.6.37 16.9.1981 NIL
Zaveri MNew Dulbi
Mr. Nandkishore 41, Golf Links, 106 &7 1.9.194K NIL
Taverl : Hew Delhi




n

INTER GOLLD (TNDIA) LTD.
Date of Incorporation: 20.05,1985
List of Directors and their share holdings for the period 1.4.1989 10 31.3. 1990

Numw Address Duta of Date of Mao. of Bquity
Appointmeni Resigaation  Shanes held
(Fme valee of
R, [0OV- each)
Mr. Krishna Mwrali 500, Kings Apartment 231,815 5413
Gocnkn Juhw Taem Road, {Beneficially
Bombay - 40049 owhed by a
firm of which he
i Paringr)
Mr. Arun R, Mechia 74, Swapas Lok T6AT 11,550
57, Laxmibiuni
lagmohawdss Marg.
Bomhay-4
Mr. Hahad R. 91/101, Vijay Lewp 1M, 2.6 47 551
Mehia Ridpe Road, Bosbay-6
Mr. Amar Noth Valbkhavi. Ashoksagar 10.6.87 5.000
Socicly, NS, 10tk Rowt
VPO Schewr, Bombay-49
Mr. Rajeev V. Shh  Vills Ramona, 374 L2 19%} 00
Naptan Sea Moad,
Rombray-&
M. Swenik Zaveri  Geemajall 7375, 2.2 1990 1,000

Walkenhwer Road,
Bombay-4 D005




INTER GOLD{INDIA)LTD.
Date of Incorporation: 20.05. 1985
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List of Directors and their share holdings for the period 1.04.1990 o 313199

Name Address Dale of No. of Bouity
Appointmost Resignation  Sharex held
(Face valwe of
Rs. 100/ each)
Mr. Krisbna Murmli 501, Kings Apartmest 13 .5.25 5413
Gosaka Juba Tara Koad, {Bewellckally
Bombay - 40004 cwned by &
firm of widch he
in a Pastner)
Mr. Arum K. Melta  ZA, Swapna Lok .87 11,500
57, Laxmiblal
Jagmotandss Marg,
Bonbay-&
Mr. Harthad R, SL/IUL, Vijuy Doep 2.6.87 5,988
Mehis 3L, Ridge Ropd,
Bombay-6
Mr Amar Nuth Valbhavi. Asholnagar 10627 1500
Society, N3, 10t Road.
IVPO Scheme,
Bombay-49
Mr. Ruicov ¥, Sheth  Vils Ramoma, 2.2.1990 500
I7A, Hagowa Sea Road,
Rombay-& .
Mr. Shwoaik Zaverl Occtanjuli TS, 1.2.19%0 1,000
Walkealhwar kol
Bowday-400006
M. Pramod Gosoks  Jeski K, Valbhery 9. 199} HIL
BMg. Near Prichivl
Themire, Juha Charch
Road, Jubw Bombay-#9
M. Russcl A. Molin 2A, Swapss Lok 9. 1990 2.16%
57, Laxwibbal
Ingrshamdus. Marg.

Rombay-6
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INTER QOLD {(INDIA) LTD.

Date of Incorporation: 20,08 1985
Livt of Directors angd their share holdings for the Period 1.04.1991 10 31.3. 1992

Nty Addrens Date of Dinde: of No. of Equity
Appointment Revigaalion  Showns hedd
(Pace value of
Ru. MO- euch)
Mr. Krishna Muwrall - 301, Kingy Apartment  23.8 86 5413
Goeska Julve Turm Roud, {Boneficially
Bombay — 400041 owned by o
flim of which ke
_ is » Partwar)
Mr Ares B, Mehis 24, Swapma Lok 2.647 TE )
57, Laxmibhad .
Tagmotmpdas Marg,
Bombay-&
Mr. Hashad R, 917301, Vijay Deep 2.6.47 5348
Mekia 11, Ridge Road,
Bombay-&
Mr. Amar Nath Valbhavi, Ashoknagar ' 14.6.87 1,500
Sogiety, NS, 1k Rowd,
VPO Scheme,
Hombay -49
Mr. Rajery ¥, Sheth Vil Ramona, 374, 2.2. 1999 15,041
MNepesn Ses Rogd.
Bombey-5
My, Shnik Zaverd Cectanjali 737758, 221990 ) 150
Walkeshwar Road
Bombay 400006
Mr. Praovod Goenka  Jamh| Kutir, ¥alhhay 5581990 NIL
Bidg. Near Prithivi
Thentre,
Juhw Clarch Road,
Jubu Bombay-44
Mt. Russall A. Mehta 1A, Swapsa Lok E.9.19%90 1. B69
57, Laxmibhai
Ingrnohamdes Murg,

Bombay-&




ANNEXURE I}

mwmsmwmmmuﬂmﬂmmcs
HELDON 230 NOYEMBER, 1998

The Committes sat from 1500 hrx o 1650 hre.

PRESENT
Shri Manbendra Shab—Chairman

MEMBERS
Shri Lal Muni Chaubey
Smt. Sheela Gautam
Shri R. Sambasiva Rao
Shri Tarit Baran Topdar
Shri Ranian Prasad Yadav
Stui Gopalsinh G, Solanki
Shet Jibon Roy
Shri Yerra Narayanaswsmy

SECRETARIAT
Shri Joginder Singh — J1. Secretary
X EBbriPK. Grover — Deputy Secretary
1 SheiR.C. Kakkar — Under Secretary
Office of the Comptroller & Awditor General of India

Shri A. K. Chakmabarti — Chairman, Audit Boan)

WP N R o 2

L

2 ShriB.B. Pandit — Member Seceetary, Audit Board

1 M:. Melashri Prassd — Ex-officin Member, Audit Board-I
4 Shri G. Bhaitacharjec — Assit, CRAG (C)

5. ShiCA Bodh — Director

Representatives of MMTC Lid.

L. Shni 5.D. Kapoor — Chasrman-cum-Mg. Director
2  ShriPN.Shams —  Dimctr (F)

A Shri Vidya Aicer —  Exccutive Diroctor (Vig.)
‘4. Shri Manohar Lal —  Chief General Manager

2. The Commiittee look evidence of the representatives of Minerals & Metals
Trading Corporation Lid. in connection with examination of MMTC Lid-Trading in
Gold. A copy of the verbatim proceedings of the sitting has been kept on record.

The Commirtee then adjourned.
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ANNEXURE IV

MINUTES OF 16m1 STTTING OF COMMITTEE ON PUBLIC UNDERTAKINGS

HELD ON |5 MARCH, 1999

The Committee sat from 1300 hes to 1550 hrs,

- LI P I N O I )

I N

Shri Manbendra Shah — Chairman
MemMBERS
Shni Lal Muni Chaubey
Shri Vincd Khanna
Shri PR. Kyndish
Shri Vitas Muttermwar
St Tarit Baran Topdar
Shei Balram Singh Yadav
Dv. Gopalrao Vithalreo Patil
Shri Gopalsinh G. Solanki
SECRETARIAT
Shei Joginder Singh, —Jt. Secretary
Shri P.K. Grover — Deputy Secretary
Shei R.C. Kakkar — Under Secretary
Office of the Comptrolier & Auditor General of India
Shri V.EK. Shunglo — Comptroller & Auditor Generad of India
Shri A.K. Chalkrabarti Dy, Comptroller & Auditor General of India
Shei B.B. Pandit — Principal Director
Smit. Malestiri Prasad — Principal Director
Shri G. Bhattacharjec — Asstt. C&AG
Shri Angrup Bodh — Director

2. The Commaditee held discussions on issues relating to examination of Minerals
& Metals Trading Corporation Limited—Trading in'Gold contained in Pars No. 8.3 of
Report No. 3 of C&AG (Commercial) of 1998. During the discussion C&AG offered 1o
Furnish their comments on the replies fumished by MMTC Lad. [t was also decided

that status repornt of the cages referred o Direciorate of Bnforcement/Direciomate of

Revenuoe Intelligence by MMTC as mentioned in the replies of MM TC thary be obtained,

The Comsmittes thern adjourned.
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ANNEXUREY

MINUTES OF (9mu SITTING OF COMMITTEE ON PUBLIC UNDERTAKINGS
HELD ON 1sT APRIL, 1999

The Committee sat from [ 100 hrs, v 1235 hrs.
Shri Manbendra Shah —Chairman
Mevmins
Shri Sudip Bandyopadhyay
Shwi Lal Mumi Chauhey
Smt. Sheela Gautam
Smot. Geeta Mukherjoe
Shri Vilas Muttemwar
Shri R. Sambasiva Rao
Shri H.P. Singh
Shri Surender Singh
Shri Tarit Baran Topdar
Dr. Gopalrao Vithalrao Patil
Shri Ranjan Prasad Yadav
Shri H. Hamumanthappa
Shri Jitendes Prazada
Shri Jibon Roy
Shai Yorra Narayanaswamy
SeCRETARLET
1. Shri Yoginder Singh — Jr Secretary
2 Shri P.K. Grover — Depury Secresary
3. ShriR.C. Kakkar—{Inder Secrerary
Represeniatives of Qffice of the Comptroller & Auditor General of India
1. Shni A.K Chakrabarti — Chairman, Audit Boand
2 Shri B.B. Pandit — Member Secretary, Audit Board
3 Shri A K. Balni — Pr. Director (Cusioms)
4. Shr G, Bhaacharjee — Assut. CEZAG (C)
Represeniaiives of Minerals & Metals Trading Corporation Lid.
Shri 8.D. Kapoor — Chainan-cum-Managing Direclor
Shri PN. Sharma — Director (Finance)
Shri Shri Vidya Ajeer — Executive Director {Vig)
Shri Manohar Lal — Chief Generat Manager

3
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Represenratives of Ministry of Fingnee
(Depsr. of Revenve Contral Board of Excise & Custonr)

Shril A. Chowdhay “— Secretary (Revenue)

Shri 5 D Mokile — Chairman (CBEC)

Shri Sukumar Shankar — Member {Cusioms)
ShrisSC Choudhury — Director {Custorns)

Shri P K Mohanty —UDeputy Secretary (Costoms)

The Committee 100k evidence of the representatjves of Minerals & Metals
Trading Corporation Ltd. and Ministry of Finance (Depat. of Revenue—Central Board

b ot pd e

replics from the concerned Departments.

3. The Commitiee also decided tes Postpone their sitting scheduled to be held jn
the afternoon of (51 April, 1999 to 1ake evidence of the representatives of the Ministry

4. A copy of the verbatim ;:mcuedtngs of the sitting has been kept on record,
The Commities then adjourned,



ANNEXURE Vi

MINUTES OF 5t SITTING OF COMMITTEE ON PUBLIC UNDERTAKINGS HELD

ON 23xh JUNE, 2000

The Committes sut from 1030 hirs. to 1200 brs.

Mo~

- SRV N

Mot R W —

Wwoh e N

Prof. Vijay Kumar Mathows—Chairman
MevBeRs

Lok Sabha
Maj. Gen. (Retd.) B.C. Khanduri
Shiri Rajiv Pratap Rudy

Rajya Sabha

Shri Ranjan Prasad Yadav
Sbri B.P. Singhal
Shri Satishchandra Sitaram Pradham

SECRETARIAT
Shri 5. Bal Shekar—Director
Shri R.C, Kakkar—Uinder Secretary
Shri Raj Kumsr—Under Secretary

Representatives of MMTC

Shri 5.D. Kapoor—Chairman & Mg. Director
Shri Sanjiv Batra—Director (Marketing)
Shri P.N. Sharma—Director (Finance)
Smit. Sachi Choudhary—CV0
Bhri Anand Trivedi—GM
Ehri Ashok Sharma—GM
Shri S. Gurniswami—GM
Shri Sunir Khrsa—GM

Office of the Comptroller & Auditor General of India

Shri A K. Chalivabatty Dy, CAG{Commervial)
Shri BB, Pmdit—Pr. Director {Commerial)

Mrs. Maleshri Prasad—Pr. Dir of Coml. Audit of MAB-1
Mrs. Meena Chaturvedi—Director (Commercial)

Shri S.K. Bahri—Pr. Dir (INDT)

At the outset, the Comminee was briefed by audit in connection with the
cxamination of MMTC Limited—Tirade in Gojd
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2. The Chairman then welcomed the representalives of Minerals and Metals
Trading Corporation Ltd. to the sitting of the Committee.

3. The Comrnittee took cvidence of the represeniatives of MMTC in connection
with the examination of MMTC Limited—Trade in Gold.

The Commirtee then adjonrned



ANMNEXURE VIf
MINUTES OF 6m STTTING OF COMMITTEE ON PUBLIC UNDERTAKINGS
HELD ON 23sp JUNE, 2000
The Commitice sat from 1200 hes to 1245 brs.
Prof, Vijay Komar Malhotira — Chairman
MEMBERS
Lok Sabha
Maj. Gen. {Retd.) B.C. Khanduri
Shri Rajiv Pratap Rudy
Rajva Sabha
Shrimati Ambika Soni
Sh. Ranjan Prasad Yadav
Sh. B.P. Singhal
Sh. Satishchandra Sitaram Pradhan
SECRETARLLT
I. 5h.5.Bal Shekar — Director
2 Sh.R.C.Kakkar — Under Secretary
3, Sh.RajKumar — Under Secretary
Representatives of M/0 Finance (Depli. of Revenue) — CBEC
Sh.B.P. Yerma — Chairman, CBEC
Sh. K.L. Yerma — Mamber {Customs)
Sh. 5.F Srivastave — C.C. (Customs)
Sh.B.K. Gupta — Comm (Customs}
5h. Krishan Kant — Commr
Sh. PK. Mohanly — Deputy Secretary
Office of the Comptrolier & Auditor General of India
Sh. A K. Chakrabanty — Dy. CAG {Commecial)
Sh. B.B. Pandit — Pr. Darector (Commercial)
Mis. Maleshei Prassd — Pr. Dis. of Coml. Audit of MAB-1
Mes. Meean Chaturvedi — Director (Commercial)
4 Sh.S.K Bshi — Pr.Dir(INDT)

Al the outset, the Chairman welcomed the representatives of Ministry of Finance
(Depit. of Revenue-CBEC) to the sitting of the Commitiee.
2 The Commitiee then 1ook evidence of the representatives of Ministry of

Finance (Deptt. of Revenue—CBEC) in conneclion with the examination of MMTC
Limited—Trade in Gold.
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3. The Committee took scripas view of the absence of Additions} Secretary,
Ministry of Finance, Depammmufﬂmuedudngﬂusﬂthgofﬂu Committer and
decided to seek explanation froyy the Ministry of Finance for his wbsence.

The Committee then adicurned.



ANNEXURE VT

MINUTES OF ?m SITTING OF COMMITTEE ON PUBLIC UNDERTAKINGS

HELD ON 23np JUNE, 2000

The Commitice sat from 1245 hrs to 1330 hrs.

—

L
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5

Prof. Vijay Kumar Mathotra — Chairman
MEMBERS
Lok Sabha
Maj Gen (Retd) B.C. Khanduri
Shri Rajiv Pratap Rudy
Rajya Sabha
Shrimati Ambika Soni
5h. Ranjan Pragad Yadav

Sh. B.P. Singhal
Sh. Satishchandra Sitaram Pradhan
SECRETARIAT

Sh. S. Bal Shekar — Direcior
Sh.R.C.Kakkar — Under Secretary
Sh. Raj Kumac — Under Secretary

Representatives of M/ Commerce
Sh. Prabir Sengupta — Commerce Secretary
Sh. V. K. Duggal — Additional Secretary
Sh. R P. Aggarwal —  Joint Secretary
Smt. Mitali Madhusimita —  Deputy Secretary

Office of the Compiroller & Auditor General of India

Sh. A K. Chakrabarty — Dy, CAG{Commercial)
5h. B.D. Pandit _ —  Fr. Director {Commercial)
Mrs. Makshri Prasad — Pr. Dir. of Comt. Audit of MAB-[
Mry. Meens Chetwrvedi —  Dircctor {Commercial)
Sh. 5.K. Bahri — Pr.DAr.{INDT)

At the outset, the Chairman welcomed the representatives of Ministry of
Cotnmerce to the sitting of the Committee.,

2. The Commities then took evidence of the representatives of Ministry of
Commerce in connection with the examination of MMTC Limited-Trade in Gold.

The Committee then adiourned
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MINUTES OF THE 3ap SITTING OF THE COMMITTEE ON FUBLIC
UNDERTAKINGS HELD ON 2I8T JUNE, 2001

The Commitice sat from 1606 hrs, of [645 hrx.
Prof. Yijay Kumar Mathotra — Chairman
Memner
Lok Sabha

Shri Sudip Bandyopadhyay
Shri Ram Tahal Chaudhary
Shri Shiv Raj Singh Chauhgn
Shrimati Sangeets Kumari Singh Deo
ShriK.E. Krishnamurthy
Shri Vilas Miurtternwae
Shri Dinesh Chandra Yaday

Rafya Sabha

RS - Y R

9. Shri Suresh Katmadi
0. Shri K. Kalavenkats Rao

1. Shri Jibon Roy
12, ShriB.P. Singhal
3. Smt. Ambika Soni
SECAETARIAT
L. ShriS.Bal Shekar —. DHrecior
2 ShHLN. Gar — Under Secretary
3. Shri Raj Kwinar ~— Under Secretary
ffice of the Comptrolier and Auditor General of Indig
I Ms.Revathi Bedi  — Member, Audit Board-IT, New Del
2. Ms. Geetali Tare — Diirector {Commercial)

The Commintee considered the Draft Report on MMTC Ltd.-Trade in Gold
(Import of Gold by MMTC) and adopted the same without any modification,

{The officers of CRAG then Withdrew j

r L L] ] L3 L}

The Commiitee then adjourned 10 meet again at [ 100 hrs, on 22nd June, 2001,
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