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HALF-AN-HOUR  DISCUSSION

Alleged charges again st Swadeshi 
Polytex Limited

*ft %n?r  htt siroft ****
?w*3ft 'frf̂ Fr $  * wi  arrr

** $ wsx ̂   w*ft ft tfVr
*tt * sr*r tft  jt£t *n 1** _ -■    rs -H.r» «s ------- y «■
TWX 5PTO *FT 5FWwT flmwr HW5T»
* Wft 3  VWTi ftipSR 3030 ?TT, 

srtc w 5ft q̂nf̂Fr  ̂ *t »nft *rt 

im h «ft 1  stft jspttw ** qr fsro

rr*ir arr?r *T5ft *rsm h 3TPreT snprr 
fa ort *rnr fvttftfofr srrctertf ̂fsni f<m 
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Whether i1 is a fact that Sw.idesln 
Polytex Ltd., Ghaziabad, UP ate in-
volved in a number of criminal acts, 
and misappropnation and embezzle-
ment of public fund etc  Then  Ii» 
Minister replied-  Swadeshi Cotton 
Mill Co. Ltd, under section 408 of 
tlie Companies Act,  inspection or 
books of accounts of the company un-
der section 209(a) of the Companies 
Act was carried out. As a result of 
this, certain irregularities and mis-
management on the part of the mana-
gement came to light. The major u- 
regularities as brought out in the ins-
pection book are as follows:

sTCTT 3  5FTRT ftfa $  *T#
$ vfaff  <f+r f 1

Non-existence of two imported bail-
ing presses.  Grant of interest free 
advance 10 certain trusts.

*f qeft  *r  f fa 
ifr wt nm  fat  $ 1  «ptt wpt ̂  
^ stctt ̂  f fa fa* f?m ̂  tt q% 
for i sflr fa<tf fa?r# for | > n* *frsr
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firf̂ T ft ̂r-  F̂*n m’T % ̂rsr

’star 3frt  frr fsrm f- 1

Piovision of the residential accom-

modation and peiituisites to the Man-
aging Directoi the Chiet Executive of 

the Company at a high cost m excess 
of prescribed limtt. Purchasr -of sil-

ver vessels by the company foi  the 

use of the Managing Duectoi and its 
family members

T̂cJT *P T̂ST T'fTT TTFT fsjn ?3TTt7 | 
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Sale of by-products to certain pai- 

ties at rates lowtr  than the rutê 
charged to others

T̂3T 7 1

advances made to the h mdling ag-

ents without any  piovision to that 
effect in the agreement

fo?HT  n̂rm fen ft  '4t ̂rrf
^ ft I

MR SPEAKER-  Please conclude. 
You car put three or four question. 
You ure making a speech here.

«ff *rFT ̂’TTT VTF̂t  f »TWWft VKTVtf 
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MR SPEAKER: Please do not make 

a speech. Put questions only.

*ft*rFf ̂ mrsrraft-  I am putting 

question." vft xmm  anTWrfasT̂

tw vtw fa?rrr fam ft, tnrnsr  ^
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T̂fE MINISTER OF  LAW, JUS-
TICE AND  COMPANY  AFFAIRS 
(SHRI SHANT1 BHUSIIAN): These 
are matters on which he wants infor-
mation. Firstly, in regard to the trusts 
to which interest free loans of moneys 
have been advanced by this Company 
—Swadeshi Polytex Limited.  There 
were four trusts to which money has 
been  advanced Swadeshi  Polytex 
Limited Senior Officers Benefit Trust, 
Swadeshi Polytex  Limited  Junior 
Assistants and  Supervisors Benefit 
Trust,  Swadeshi  Polytex  Workers 
Benefit Trust, Swadeshi Politex Limit-
ed Clerical Staff Benefit Trust.  The 
amount which was advanced interest 
free to thejie trusts was Rs. 20 lakhs.

I may make  it eelar that proce-
edings  under section 408 of  the 
Companies Act are pending against 
Swadeshi Polytex Ltd., for the pur-
pose of appointment of Government 
directors, so that the result of  the 
inspection report which I am giving 
to the House  now is a prima jade 
assessment. Naturally a final finding 
will be reached only after a hearing
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lias been  given to  the  company. 
Only after  they have  been  fully 
heard, then only a final conclusion 
will be reached and any action etc. 
will be taken.

It is true that Rs. 20 lakhs has been 
advanced free of interest and it is 
prima fade the  company’?  money. 
The interest  to which the company 
was entitled, the company has  not 
got. It, however, appears from  the 
inspection report that  these trusts 
utilised the  money for  purchase 
from the market of the shares  of 
this very company, Swadeshi Poly-
tex Ltd., So that creates a suspicion 
that those who were managing the 
Swadeshi Polytex Ltd., were interest-
ed in utilising the money of the com-
pany itself for the purchase of some 
shares on which they could  have 
some control through the senior offi-
cers, who were trustees  of  these 
trusts, because these senior officers 
were under  their  control and if 
those junior officers were the trus-
tees of those trust  and  if those 
trusts, from the money of the com-
pany purchase shares of this very 
company, then perhaps the manage-
ment might have thought that  they 
would be utilising those shares  for 
their own benefit.  Anyhow, this is 
also a matter which would be gone 
into in those section 408 proceedings, 
for which some date very  shortly 
has been fixed for the hearing and a 
final conclusion will be reached.

The  second  matter on  which 
further information has been asked 
for  is the provision of  residence 
and perquisites and silverware, etc. 
The information which has emerged 
from the inspection report in regard 
to these matters is that a house on 
a rent of Rs. 5000 had been provided 
to Shri Sitaram Jaipuria, who was 
managing director  of the company 
and his son, Shri Ashok  Jaipuria, 
who was a Deputy Chief Executive 
of the company. This house has been 
furnished very lavishly and main-
tained at a heavy cost.  The total
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value of furniture provided  to the 
house came to Rs. 1,35,000 and  the 
maintenance of the accommodation, 
viz,  the  expenses  on electricity, 
water, telephone etc. costs the com-
pany about Rs. 80,000 per year, while 
maintenance of  telephone  opera-
tors,  guards,  gardeners  drivers, 
sweepers etc. costs to the company 
a further sum of Rs. 65,000 per an-
num, as against the  value of the 
perquisites which were allowed to 
Shri Sitaram Jaipuria, being a maxi-
mum of Rs. 20,000 per annum  and 
the value of perquisites allowed to 
Shri Ashok Jaipuria being a maxi-
mum of Rs. 12,000 per annum,  So, 
as against the maximum of perquisi-
tes of Rs. 32,000 per annum between 
these two persons, this was  the 
amount which was spent by the com-
pany  on ■'naintenance of  residence 
and other iacilities.

So far as the sale of bye-products 
to other parties is concerned it has 
emerged again puma Jacic from the 
inspection report that the company 
has  been selling its  byc-products, 
namely methanol, to certain parties 
at rates much lower than the  rates 
charged to others.  During 1972-73, 
while methanol was sold to  M/s 
India Plywood Ltd. at rates ranging 
from Rs. 2700 to 3000 per tonne, the 
same was  sold to  M/s Nuchem 
Plastics Ltd. and M/s Tandon Chemi-
cals Industry at Rs. 1150 per tonne.
A similar trend was noticed in the 
subsequent years.  Thus, it appears 
prima facie that special favour was 
shown to certain parties in the mat-
ter of sale of methanol causing pecu-
niary loss to the company.

Purchase of silverware was ano-
ther matter.  It has  emerged from 
the inspection report that the com-
pany purchased silver vessels worth 
Rs. 1.76 iakhs for the use of  the 
managing director and  his  family 
members, which does not appear to 
be in the interest of the company.
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So far as handling  agents  are 
concerned, of course, they were pro-
duct promoters for the sale of polyes-
ter fibre and they were appointed 
on a commission of 1 per cent of the 
net ex-factory price of the  goods 
prevailing at the time the relevant 
order was accepted and executed by 
the company or 30  prise per  kg. 
which ever was less.

The company appointed in all 10 
product promoters and  paid them 
Rs. 9,23,653 in 1973-74, Rs. 10,09,008 
in 1974-75 and Rs. 12,15.196 in 1975- 
76.  Therefore, this amount which 
was paid to the product promoters 
was considerable  And from  the 
Inspection Report it appears that the 
services rendered by these so called 
product promoters was illusory be-
cause the company had got its own 
marketing division.  So, this is  a 
matter which is being gone into.

In  regard  to  handling agents, 
the position is that the company ap-
pointed  M/s,  Pratap  Commercial 
Company Pvt. Ltd. as handling agent 
for raw materials  purchased  from 
India Petroleum  Corporation  Ltd. 
and paid handling commission of ils. 
98,690 during 1974-75 and  1975-76. 
The company also paid an  advance 
of Rs 5 lakhs to the above handling 
agent without any provision in  the 
agreement  reuiring such  payment. 
Payment of advance to the handling 
agent was prima facie unwarranted. 
So, this is a matter which is being 
t?one into.

In so far as evasion of excise duty 
is concerned, the imr/cction  report 
also referred to certain raids  by 
the Central Excise and Income Tax 
authorities in connection With ap-
prehended evasion of taxes.  The 
inspection report mentioned that the 
company sold 10,000 kgs of uncut cri-
mped waste in June 1976 to  M/s 
Allied  Trading  Corporation,  Cal-
cutta who in turn sold the same to



M/s Eastern Spinning  Mills Ltd., 
Calcutta.  The material was to be 
used by Eastern Spinning Mills Ltd. 
for the manufacture  of yarn after 
admixture with other fibre.  In 
August,  1976, the Central  Excise 
Authorities Calcutta is reported  to 
have seized the same material from 
M/s Eastern Spinning Mills Ltd. and 
analysis of the..........by the Chemi-
cal Engineer, Customs House, Cal-
cutta revealed  that the  so called 
\va<-to was m the form of continuous 
fibre and not waste.  The Assistant 
Collector of Central Excise, Ghazia- 
bad issued show cause notice to the 
eomapny on 20-1-77 for evasion of 
ccntial excise  The inspection re-
port had not given any findings as 
to the correctness or otherwise of the 
Allegation on the ground that ac-
cording to the company it was not 
known that the goods supplied  by 
Allied Trading Corporation to  M/s. 
Eastern Spinning Mills Ltd. were the 
',ame goods as had been produced 
by the company  This item was not 
included in the yshow cause notice 
under Sectiwi 408 in the absence of 
specific findings by the Inspector and 
also because a show cause notice to 
the company by the Central Excise 
Collector, Kanpur was already issued 
on 3-7-78.

*TT*r wrtrn: wroreft • vrt  *r
tNRrrŝ jtgt  amf nf ft ’

SHRI SHANTI BHUSHAN: It  is 
not known.  It has to be calculated.
It will be done by the Excise Depart-
ment which comes under the Finance 
Ministry.  They are going into the 
matter.  Unless tjhe matter  is 
finalised, I cannot say anything. But
10,000 kgs. is the quantity.

Similarly, in regard to tax evasion, 
the position is that the  inspection 
report mentioned that on 24-12-73 
and 26-6-76 the Income Tax Depart-
ment carried out search and seizure 
and thereafter on 15-12-77 ordered 
a special audit  of  the  company’s 
account under Section 142 (2A) of
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the Income Tax Act for the assess-
ment years 1974-75 to 1976-77 by a 
Chartered Accountant.  The inspec-
tion report further mentioned that 
the Chartered Accountant declined 
to conduct the special audit as there 
were several allegations filed against 
the company and the matter  was 
sub judice.

This is the position in regard to 
these matters.  But under Section 
408 a personal hearing has already 
fven fixed in May and, therefore, a 
Imal position will be taken  after 
having the full hearing and giving 
an opportunity to the company to 
have its say

vt TfaranR srar?  (frtsmrr) . vrtct
wnftfarv  swifam ̂  wrerc

w sr*n; ft

‘Good .show by mini grants re-
cord returns by many. Swadeshi 
Polytex, Tata Finlay, Ind. Organic 
Excel.’
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 ̂qrr wt trf?R fsRT irnrn w ctt fa
 ̂JPWSTfTT fa îrf̂T ?r ̂ sr** 
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•Plr cTT̂t̂ SRTf Tff ̂ rTT̂rf # fft WTT
fft « 1  ̂nr $  r̂Tfsm  tfr
aft T̂Prtt fa 7»T ̂ m
vmrft ww 1

20.10 hrs.

The Lok Sabha then adjourned 
till half past Ten of the Clock on 
Monday, May 14, 1979/Vaisakha 24, 
1901 (Saka).
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