e A A A A R o e o K A KR AR A K oA AR R AR A A A R A e e K ROK K R o Ok

JAYANTI SHIPPING ENQUIRY COMMITTEE REPORT
11TH JULY,1986

*
«
*
*
*

*
*
*
*
&

* % % * * ¥ kX X * X

WA o A A K A A AR K K AN K R KR R AR R R KKK K AR R R R b



IMPORTANT

All figures expressed in terms of rupees
in this Report are based on the value of
the rupee before devaluation. We are
unable to revise these figures owing to
lack of accurate information about the
foreign exchange component in various
items of the relevant data.
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APPOINTMENT OF

THE COMMITTEE

On the 18th March, 1966, the Minister for

Transport and Civil Aviation announced in the Rajya

~Sabha the appointment of a Committee of Znguiry to

investigate and report on the various allegations made.
ih_Pérliameht-_and_ i.n. communication , sighed and
anonymbus, received by the Government and the Shipping
Development Fund Committee against the Jayahti Shipping
Company and its Chairman, Dr, Jayanti Dharma Teja.

The Cormittre was to consist of (a) the Government

Dir~ctor on the Board of Directors of Indian Shipping

Companies and (b) a nominee of the Comptroller ana
Auditor General of India., The terms.of reference, as
subsequently comminicated to the Committee of Fnquiry,
weres-

(1) to look inte the allegations made in Parlia-
ment and in letters received by Government
and the Shipping Development Fund Committee
against the Jayanti Shipping Company and its
management in regard to the accounts and
affairs of the Company;

(11) ¢to scrutinise all the relevant facts relating
to the management and operations of the
Company sinoe 1ts incorporation;

(111) to examine and inspect the aceounts and
other documents as nay be. necessary with a
view to assessing its financial position and
ascertaining whether the foreign exchange
earned has. been duly accounted for; and

(1v) any other specific matter which may be

referred to it by the Government or the
Shipping Devslopment Fund Commlttee.
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A-Edﬁﬁafy of the 3llegations which the
Committes was called upon tc investigite is given in .

Annexure 'A',

Committee 2 Thz Cormittos consisting of Shri Y,N, Sukthankar,
Joetornead _ '

<trk cn the Government Director, and Shri 3.L. Bhalla, ncninee of
-l‘--.fh .‘Lpril, ’

11056, the Comptrollor & suditor Gonarzl of India zssuucd

Vd

charge and conmenced its work cn 18th April,'G6. It
was required to submlt its report within twec nonths,
This pericé was, hcowever, subsequently extended by one

month till the 17th July, 1966,

Capital 3. The Jayanti Shipping Company was incorpcrated as

the a private limited company on the 10th Fabruary, 1961,

under the Compaﬁy‘s Act, 1956, with an 1nitial paid up
capital of ®%.200/= only, In March, 1962, thc Company
raised its capital to R, 1,50 crores, made up of
1,50,000 equity shares of ®,100/~ e¢ach. The Chiirman
of the Ccmpany, Dr. Teja, affirms to bs 2 non-resident
Indian, while th: other prineipal sharzholder,

Mr. M.M. Kulkundis, is 1 Brit..h citizen. Dr, Teja
tock sharaes of the value cf ®.1,12,50,000 (1.0, 75%) and
Mr. Kulkundis of the value of'm.aé,éo,oqo (1.2, 25%) .
Further capital to the =xtent of B,1.30 crores was
1ssued during 1962-63 and 1963-64. Mcst of this 2ddi-
ticnal capital, toc, was subscribodhby Dr, Tzj2 and

Mr. Kulkundis in almost the same proportion. Ths total
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paid up capiﬁal of . the Coripany nCW'stands, accéfdingiy,
at %,2,88 .kcrores, ~beut 74% of which is h=1d by

Dr. Teja, about 247 by Mr. Kulkurdis and the balanco by
'abcut a2 dezen other Iniian s“"“ﬂhcldéfs. The Ceorpiny
was converted inte 2 public limited ¢enpany on 15th
april, 1963. Th2 authcrised share capital cf the
Corpany 1s B, 5 creres, divided inte 5 1lakh sharcs cf
Fs. 100/~ 2ach, L

Scheme for 4, In Noverbar, 1960, Dr. Tr—:j',—z submitted 2 scheme
purchase of ships on

deferred payments tq the Government h; India fer the acquisiticn cf a

fleet of bula carrisrs and tramp ships, aggregating
about 2,75,000 DWT. Thes2 were to be censtructed in
‘foreign shiryards on def-rred payrment terns at an
estimated ccst of R,22.50 creres, - The total amount
to Sé édvgnced to D=, Teja for this purpose was 90%
of the actual ccst.  The balance 10%, as well as the
intéreét accruing na 2efarrad paymenté to the shipe
yards, were tc be mcs hy Nr. T2ja. The loan to b
‘adVan;ed by Governnont was S0 be spread over 1 period
‘of 7 years, _The repavitany of  rmn by.Df. Teja was t-
be staggered over a nerind cf 16 vears,’ Th?“(f\md‘
the annual instglments_by;or. Taia as well as tﬁé.“
paynent by him_of intorest, aceruing on the cutstaniing
émounf were to go cn ccneurrently with the advance of
further instalmsnt; of the loan to him-by Gcvernrent,
The maximun lcan cytstanding at any tinme was thus to
be not‘moré than a$¢ut Bs. 15 crcres, The amcunt cut-

‘standing at present is %.6.35 crores. iy
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5, The acquisiticn cf the prcpesed fleet w-ould have

enabled thz ccuntry to reach the shipping target fixed

fer the Third Plan, The rrcpesal weuld, besides,

bring cn tc the Register of Indian merchant flc=t an
addition cf tramp tecnnage of the type of bulk carriers
in which it was deficiant 2t that time, The acquisi-
ticn cf this tennage was alsc oxpected to earn a sub-
stantial ancunt cf fcreign exchange, which was to be
utilised by the Jayanti Shipping Crmpany tdwﬁeet phe_
ccst of the ships oWer the stipdlated'bﬁriqd: —Whilé”'
cther Indian shipping c;mpanies had been asking for the
entire lcan to be naid te then 2t the time of delivery
cf the ships, the Jayanti Shipping'crmrany had ask~d
fcr cnly 10% of the 1cin to be pafd tc them in the

first instance, Alﬁhough these were the attractive

features of the scheme, Gevernment had alsc tc consider
certain cther featurés such as heavy 1nterest ~n
acccunt of deferred paynent tarnms, Dr. Teja's status

as ncn-resident Indian ind the varylng fortuncs cf the
trade in which his ships were .~ be eﬁployed.

3. The Grvernmant, after taking intc consideraticn
all the pros and ccns, approved the scherie and sanction-
ed a lcan of %.20.25 crores as applied fcr, For this
purpcse, an irrevcecable guarantes was alsc given by

the State Bank of India te the Japanese shipyards The
errangerient for this guarantes was made by the Govern-
rent ~f India on the insistence of'the.Japahose

veeeB/
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Shipyare and at the request of the Jayanti Shipping

. Gompany.-- The ccntracts entered intc by the Jayanti

Shipping ‘Gofipany with Japanese Shipyard cn 9.11,1961
fer the construction of 8 bulk carriers of about

20.000 DWT, each costing appr-ximately K,2.1 crcres,

‘weré also appreved bv the Government in due ccurse,
 The Shipping Develcprent Fund Committee stipulated,

‘howsver, that the tctal amount of lcan tc be advanced

to the Jayanti Shipping Ccmpany shculd not exceed

B, 20,25 crores. It dlsc laid down certain ccnditions
which the Ccmpany had tc fulfil before the Shipping
Developrent Fund Committes made any payment toc the-
f&reign shipyard on‘behalf'df'fhe Jayanti Shipping

Ccupany,

7+ . The Jayanti Shipping Company eccmmsnced its

Shipping activities in 1961~-62 by acquiring 'Adi
Jayanti!, a tankér of 33,015 DWT. In 1962-63, the
Compariy acquired ‘13 ricre vessels, comprising of 7
Liberty vessels, 5 cargc ships and one bulk carrier,

naking 4 total tonnage of 1,6.000 DWT. All these addi-

'-ticns;were'madévWithinéa few ncnths only, i.e4 fron

‘Octcber, 1862 tc april, ‘1963, During the Financial

year 1963.64. tne commany acquired five nmore bulk
carriers aggregating to 1,66,348 DwT., In the year
A1964-65,'the Company added cne super oil tanker

(54,350 TWT) 'dnd thres cil-cum-ore carriers totalling

1,82,625 DWT, At the end of 196465, the Company's
se 06/"
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fleet thus ccnsisted -f a total tonnage cf abrut
5,33,000 DWT, cut ~f whiﬁh cnly 8 bulk carriers and
3 cil-cun-cre carriefs tctalling.3,28,020 DNT were

financed, to the extent of 90% of thoeir ccst price, by

a lcan sancticned by the Shipping Davalepment Fund

" Cemnittee. By the end of Apral, 1966, the fleet of

the Ccnmpany was, hcwevar, rqducéd te 21 vessels ¢f
5,00,000 DWT, as fcur vessels had in the meanwhile bsen
disposed cf. Inspite of this reducticn, it must be
reccrded that the Ccmnany'has fegistered a very fast
rate of grocwth unparall=led by any cther Indian shipping
ccripany.

8. Dr. Teja was thus able to start the Jayanti
Shipping Cimpany with scme enccuragement from Gevern-
ment of India. The nest inportant features cf the
growth cf the Jayanti Shipping Ccﬁpany, as c"mparedf
with the other Indian shipping ccmpinies, were that 1ts
fleet was acquir~d, mainly, cn credit and that it

started bringing in substantial fcreign exchange 2n

‘acerunt cof charters =nterad ir n as sccn as the ships

were launched. In its early years of growth, the
Crmpany and Dr. Teja received emocniums frcn certain
quarters for his "pulling hinself up by the bcot
strap" cperations. Apparently, enccuraged by this
early success, Dr. Teja wahted td expand his fleet
still further. In the last quarter cf the ycear 1963,
acccerdingly, he applied to the centreller of Capitil
ceres?/=
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Issues fcr sancticn tc the issue of additicnal capital
t< the extent of %,2,10 crcres: He had hcpad"to bfing“
in scme additicnal foreign investment toc. But fhéf§ 
was nc resnonse to his feelers, whether in Iniia af N
cutside., His nthed of "unigue financing", t- which
he drew attention of tha chi: ing ernmunity at the
Anmial Ganaral Mesting of the Company in Sejtanhor,
1963, was to persvade a2 bank to give a guaraantes to
the shiryard for en initial payment equal to 107 cof
the purchase rrice plus interest accruing -n the entire
ccst. The $ecurity ziven tc the bank for this rurnose
was cne cr nere cf the follewing:=-
a) A suitable fixed depcsit with the bank tc
be built up progressively te mateh the
raynznt due t- the fcreign shipyard;

b) assignment c¢f the right tec -.cclleet
charter ailre of the vessel;

c) Mortzare ¢f cne or rore vessels of the
Crmpanys; and

4) Perscnal juarantes of Dr. Teja and/or
cther Directors., '

~An insurance compnny hail, besidés, tn.give a ccunter-
guarantee tc the bhank ~iving he Initial guarantee.

The c¢rnsidearaticn +- the iqsurancE-Cfmpany fcr thils
c-unter-puarantes was the businpés of hull insurance of
the véssei, piﬁs mcrtgaze of any unencunmbered vessel, -
plﬁs c&unter-ihdemnity.by the Jéyanti Shipping Cerpany.
The complicated nasure of this financing method hardl:
.neéds any further ccmmenﬁ. |

000008/—



9. While this methci cf "unique financing" rasulted
in acquisition cf 1 large and varied fleet during a
very shcrt pericd, it left no scrpe for any fres funds
cr liquid rescurces tc flnance the heavy current ex-
pghﬁiture required for the majntence and day-tc-lay
cperatirns of such a fleet, 4s exrlained earlizr,
current earnings were already ncrtgaged, to a large
extent, for financing deferred payments cn carital
acccunt cr repaynent of the lecan instalmnents due to the
Shipping Dewlcpment Fund Cormittee, Dr., Teja shculA
have arprcociated the need fer adequate werking capital.
But he either failed tc anticipate this situaticn and
nake sufficient prcvisicn for werking funis, cr possibly

expected further financial assistance frcm Gecvernrient.

It 1s also nct unlikely that the "self-financing"

.arrangements, under which he was able tc emnploy his

ships as scen as they were delivered, made hin over-
ccnfldent, Anyway, a nunber of claims feor services
reﬂdered and supplies mnie tc the Jayanti Shipping
Ccnmpany, which were nct met 11 tire, went cn aceurmlat-
ing fast. By the en? gf 1963, the Company h2d cn

hand a large nunmber cf umpaid bills, for which it had
no adequate rescurces tc draw upcn, With further lapse
of tire, the varicus creditors, such as the cil
ccnpanies, shilp-rerairers, suprliers of victuals, etec.,

tailoring cenmpanies which supplied uniforms to its

ceesedd/-



empleyees, and varicus agenciss which catersi tc its
requirééents, startad eontertaining dcubts about the
erofitewsrthiness of the Conmpany. Nhén such “enanis

>n the -Ccnmpany Eecame tcc insistent, it tried to s1tisfy
a3 few of them, cnly tc Cin? nressinzg claims -ruring

in frcmall cther cr2*itres. . T2ja sheuld have

taken serf-rs nstc abt this sta.e cf the rar: -
detericratihg financial zituati-n of th® Cormrany and
renedied the ~csiticn bty injecting fresh carital frenm
hig -wn cr cther fescurces abrcad which he had often
given rcverrmant tc understan® he e¢-1uld draw unpcn,
Instead, hcwever, he rcsarted to further bcrrcewings

frco banks and cther finiancial instituticns, Accoriing-
lly, even the s:all unén:unmber>1 surplus of cash inflow
accruing to the Cerpany got piad up very sccon as a
result of feSh~r puarantees, leposit build-ups,
.assignment <f inccrc f22n charter ani cther safe-
guards Aeman“e1 “w ta- btanks anl financial jpsg}ﬁﬂyiéns.:
10, Dr. T2Ju wac zlsw 2c:22777 by serious accﬁsaﬁion
by cne of his cwn princinal ¢ “ficers in the Ccmpany.
The Managing Dir~ctsry, Shri Narayana, his ne rhew,

ccnpl ained épenly at a Beard meeting that although he
was the Managing Tir~ctcr, neither he nor the Rcard

was kept Infcrmed of the varicus finiancial arrangeménts
which Dr. Teja was making fren tire to time from his
far cff hezuaquartars in the Scuth cf France. He as
well as the Bcard cane tc kn-w c¢f thenm only when Dr.

Teja wanted the Roard's apprcval, which was generally

-...-10/‘
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'ex-pbst-facto. Ficed with this accusaticn, Dr. Teja

tried fé blacate Narayana and win him over, He even
sent him away to the U.S.A, fo undergec a ccurse in
Ménagemenf Traning, but Narayana c-uld not be rlacated
cr wen over at that time. He want,  indeed, sc far as
tc give an anonyﬁcus nemcrandurt tc the Prime Minister's
Szcretariat making sericus allegaticns igainst Dr. Teja
abcut.the alduinistraticn an3 affairs of the Jayanti
Shirping Ccnpany., Shri Narayana was, of ccurse, later
rersuaded to deny fcrmally that he héd ever subnitted
any ancnyrcus ccnzaint, Anyway, the substance cf this
ancnyricus c:nplaint hxl received“publicity and this
factcr, tcgether wiﬁh the Conmpany's continued fallure
to meet 1its liabilities had damaged the Ceornany's
reputaticn., ITts affairs were”alsc subjected teo sericus
criticisms in Parliament 3nédin the Press,

11, Shri Narayana resignel as Managing Director with
effect frem 1st December, 1965, an? the post has
remalred virtually unfilled ever sincé. The urgéﬁt
need for arpcinting'a Suitfb? Mandging DirectorVWith
afequate experiencé cflshipping, cemmarce or Industry,
either in the private or publiec sectcr, Wwas impressed
on Dr, Teja by scre gf his cclleagues and cthers, He
readily agreed tc the need for such an appcintment,

but when the time came to chcose a candidate frem o
panel of nares given tc him, he rejected most cf t hem

as unsuitable, and even cut cf these whem he considered

o,loooill/-
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suitable, he cculd not make up his mind“tc aprcint any
cne, It was at last suggested teo him that ths cverall
supervisicn and directicn c¢f the Ccmpany shcult bz left
tc a Ccrmittee cof Directcr®. He showed readinesc to
aceept this suggesticn rrevided he remalnead Chairman cf
this Ccrmittee, 3But fcr some reascn, thisusuggesticn
1lsc remair~d uninrlermented by him.

12, In Decenber, 1965, shri Cautam Sahgal, Managing
Directcr.of Ciba cf Iniia, was made a Director of
Jayanti Shiprine Cempany. It is significant that the
Jayanti Shipring Ccmﬁany had taken a lcan cfAbcut

R, 40 lakhs frem Ciba of India abcut thé sare time. In
April, 1966, Shri Lalji Mahrotra was brougﬁt in as
andther Dirscteor. He was former President cof ﬁﬁé.
Faderaticn of Indian Charbers cf Ccrnmerce & Industry,
and, later, India's ambassadcr in Burma and Japan,

Dr. Teja seemed tc think that these twc appointments
will inmprcve the image of the Cempany in the public eye
as well as in Gevernment circ=les.

13, Under the seccnd and thffd term of the Terms of
Reference given to the Ccmnittee, We were required tc
scrutinise all the relevant facts regarding the manage-
rnent of the Cemrany since its ﬁnccrnoration. We were
alsc required to examine an? inspect the acccunts and
other dccuments that may be necessary with a view to
.ssess the financial positicn of the Ccmpany ani

ascertain whethar cor nct all the foreign exchange earned

evesall/=
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had been duly accounted for. - We concentratsd our- itten-
tion, accordingly, on these terms of reference to tegin
with, lWe felt, ind~cd, that unless ¥@ examined 211 the
books of accounts and relsvant regords, we wouvld not te in
a posiﬁion tq come to any firm conclusions in r=gard to
t1e-various allegations made in Parliiment and in letters,
a.ofymous or signed, recrived by “overnment. These aile-
gitions were gaséd principally on the finaneial an® i~
minis;rative mismanagement of the E€ompany ahd f2ll into
three broad categoriss as under:-

a) Financial maladministration,

b) ~ Administrative incompetence, and

¢) aAbuse of funds.
1z, Our task was, however, rendered extremely difficult,
if not altogether impossible. by 2 complete lack of co-
operation on the ﬁart of the staff of the Jayanti Shipping
Ccmpany. On the 20th april, 1966, 2 resclution was
passed by the Roard of Directors of thg Company ~xtending
full co-operation to the ZTnquiry Committee and appointing
Shri Lalji Mehrotra, the than Vice-Chairman to channel all
trte communications receiv=d by thQ'Company'ffom*the
Enquiry Committee and co-ordinate the information to be
supplied to the Committez by the various departments of
the Company. sccordingly, 2 promising beginning was made
and when Shri Bhalla went to the Central Accounts Office
of the Company in Bombay, he was personally recaivad
by Shri Mechrotra who introduced him to 2ll the heads of
departments concerned and -also directed them to supply

--.-..13/—
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all the infcrmation required by the Ccrmittee. Matters
prceceeded satisfactcrily for 2 couple cf days, Rut
hardly had the examinaticn be:un when Shri Mehréfra
recaived a2 telex fren Dr, Teja, whc was then in the
Scuth ¢f France, directing, Iint:r2lia, that ne rarly te
any c¢f cur queriss shcul® be -iven withcut cecnsulting
him'in a?vance thrruzh telex mnrd¥sages to be exchrongzed
with hin at his Lenicn atdress., Shri Mehrotra teck
unbrage at this dovelcprant, which s2ened to inlicate
a want cf e~nfidence in hirm., #H2, therafore, reslzned
his Vice-Chairmanship anl Directorship ani thus severed
all ccnnecticn wivh the Jjayanul Shippihg Ccnmnany,
Dr. Teja had b@en';iven 1ﬁevé ¢f absance fer © nmcnths
at the Bcard meeting h211 cn 19th april, 1966 whan it
was specifically deciied that during his nerirol of
leave, he wculil nct eyarcise 2y nWers vestei-in hin
previcusly, But this res-lutiin wxs;féverseﬁ at
ancther neeting «f -he Zcar? held cn 9th May, 1966,
In view of these veljoenrs, Lho attitude of the
riembers of the staff «f ti: Joyanti Shipping Comrany
changadi and while th:y ~- 7> s Aznlined to supaly
any infermaticrn, thay charta? ros-rting te Al ~trry
tactics. They r1lzad2? Lheir inability to.supply any
infcrmaticn in re-1y “o ~ny queries made by the
Comnittee until aprreoval tc the “raft replies haA
been received frem Dr., Teja. They also insisted on
receiving 211 queries in writing. These were sup-lied

to them in writing, btut nc replies were actuzlly roceived.

050001—4/"
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15. Nongooperaticn by the Jayanti staff apart, it
was nct fcund pessible teo make any werthwhile investi-
gaticns intc the current financial situaticn of thi
Ccmpany betéause its acccunts an' reccrds were heaviiy
in arrears, The General Ledg:r, for instancs, had

been written up, fcr the mcst part, upte the eni of
Octcber/Nevenber, 1965, cnly. Sgpe cf the in:tial and
subsiﬁiary becks, tco, were crnsiderably thin? hind,
because necessary advices regarding receipts and dis-
tursenents, etc., had nct been received for many mcnths
past frcn the Ceonmpany's branch cffices in India and
abrcad. There had alsc been nc 2udit so far of even
such pocstings as had been made. Besides, many of the
essential vouchers and dccurents such as thcse pertain-
ingko the purchase an? sale cf ships, comnissi-ns and
brckerage paid and received, 2zreem=nt with banks fer
loans and advances, ccntracts with shipping agents and
suprliers cf geods and services, files indicating
purpcses an® duraticn cf travels abrcad, etc. were
withheld from us altcgether < rrofuced so unsysterniti-
cally that nc f irm ccnclusions cculd be Arawn fronm
then. 1In these circunmstances, it has not been possible
fer us tc dAraw cn these acccunts for any authentic
infcrnaticn relative to any period after the close <f
the year 1964-65,

16, We have, cf course, kept the Gcvernment fully
aprrised of all developrments frem tire to time. This

was done through trunk calls, telex ressages, D.0O,

e ves 015/"
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létters,”wfitténlnotes and personal discussicns, as
warrantsd by the cccasion. A copy each of the follow=
ing messages sent, or nctes submitted in this ccnnection,
is enclosaed with this report :=

1) Telex, dated 10.5,66 ,, '(4nnexure "By,

11)  D,O.letter No.19-GD(2)/66, (Amnexure *c'),
. dated 12,5 66,

i11)  Note dated 13.5.66 e (Annexure 'D'),
iv)  Ncte dated 21,5.66 .o ‘(Annexurs '='),

17.; The attitude of the Company s officers at New
Delhi changed somewhat round about the 21st May, 1966,
'and we were given aceess to,at leas§ sonme of the papers
énd reccrds which had not been shcwn to us earlier and
" the veryjaxistence‘of“a few of which had been denied
previcusly. The sltgatioh appeared to ease still
further with.fhelarrtVai in New Delhi on 23rd May, 1966,
of Shri B. Anandg, a senior of?ioernof,éhe‘Company in
London, who was spéoiéily deputed by Dr, Teja from that
eod'to attend_to.our requirembntsfand answer any
duestions which we might raige.  But we socn discovered
that Shri Ananda had another and more pressing assign—
ment - namely, preparation of the Ccunany's case for
the sale of four of its ships, working out the financial
implications theraof and processing this proposition
with the Government of India, This assignment kept
Shri Ananda almost fully occupied till the 5th June,
1966, and heuhag~iittleTtimé_to spare for our enquiries.
| sepselb/m



2rrant Tiabi-
T ias and
T T p———

. :itments

.. _Lhe Cormnany

Our Assistants at Bou.o P APTIe-
clable cc-cperaticn froem the Crrpany's staff thare,
inspite cf instructi~ns sai? tc have be=en issu=2? ty
Shri dAnanda direding tham tc give tc cur Aissistznts
every co=-cra2raticn int he matter,

18, Shri anania had; hcwever, with hin a mass cf
data bearing on the cﬁrrent andl ‘prcsraetive financial
pcsiti-n cf the Crmrany, Thils Jdata was statel to have
been gct égm;ileﬁ Ry him freny the initial acerunts and
criginal rebrrds, etc., which were lying in th=
Central dccrunts Office of the Cempany at Bombay and in
its Branth C0ffi:o in Linicn, We nad, cf cvurse,;gé
means of verifyinzg tha éorrectness cf this “ata in

New Delhi. W2 c'uld nct alsc feel sure that this data
was ccnplete in all respects. However, basing cur
calculaticns ~n this data, Shri Ananda ani we have
Jcintly prerared a staterent of (1) the current
1{abilities cf the Corpany, viz., such paynments as
have 1already fallan ue cr would fall due by
30,6.1966, an? (ii) the ccrmmitments of the Cinpany
which raquira tc ke et ‘urir tha meriecd fronm 1,7.1966
tc 31.3.1967, Aczecrding t- this statement, the
C-opany requires irmr~iately about B.323,55 lakhs to
neet 1ts current liabilitiess an? ancther sunm of

B, 323,85 lakhs Juring the n=xt nine ricnths to meet

its furthar cemnmitreonts during thit pericd. The
Cémpany thus requires, icccording tc this statenent,

an aggregate amount of Rs.,6.47 crores between ncw and



Extend of
additional
funds required

immediately

17

the 31st March, 1967, ‘4 copy of this statement i
1ttached as innexure 'Ft,
We repest that the statement referred to ah.

is rased on unverified data., This data may not,

'besides, be gquite exbBaustive .f all liabilities and

commitments, for (to sy the least) the accounts of

the Company are far from complete. It would, in any

~ case, be ncessary to previde for 1likely errors and

ommissions. Some of them ﬁaé, in fact, com2 to our
notice soon after the statement was prepardd. We
would thus reckon the Ccmpany's raquirements of func
it a2 minimum of K,3,5 crores immediately and 'a;uothev
5¢ 3.5 crores within the next nine months, makihg_an
aggregate of gt leagt R, 7 crores upto 31 March, 1967,
19,  4s against liabilities and commitments total.
ling about E. 7 crores {at the least) to be met dﬁring

the next nine months, the Company had hardly ahy liquid

‘funds available excepting (i) a bank balance of about

Bs. 52 lakhs lying tied-up with a commitment to be met
shortly, and (1ii) the surplus of cash inflow over the
cash outflow on account of fhe Company's curr2nt earns
ings and Sperational expenditure, The surplus of cash
flow likely to accrue during the remaining months of
the current financial year was estimated by the Company
at about Rs. 3.50 crores, Our estimate of this surplus

was, however, about ®.2.50 crores only, af the maximum.
. ...Ololg/-
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The Company was also hoping to avail of a revelving
cr=dit of about %;1.25 crores from its suppliers and
r%pairers,'etc. Ws. were, howevar, v=ry scaptical of
any appreciable credits beccming available to th=
Company during at lzast the n2xt faw months, for its
reputation in the market had suffered very badly owing
to the continuing.g%faﬂts in payments to all w«nd sundry
the world over. Cn the basis cf the information
available to :Z, we were\in fact of the opinion that
the Company must find fresh funds of the order of at
least PBs,3.5 crorzs if it had to keep itself going with
the existing fleet upto 3lst March, 1967, 4 copy of
the note submitted by us to Government in this connect-
ion on the 30th May, 1966, is attached as Annexure 'G '
Dr, Teja's 20. On the Company making a formal and detailed

.':I‘Opoga] !‘sz
5211 foyr proposition for the sale of 4 of its ships to cover

ships abroad :
and the the gap between the funds required by it and the funds .
res-ition '

crmorging available to it, we were asked by Government to examine
roerefrom

the position likely to em2rge if the proposed sale was
permitted. We had no verifie or verifiable data to

go by, at leas4 in so far as it was or could be extract-
-ed from the books of accounts m2intained by the Company.
Basing our calculations, however, en such material sas
the Company itself furnished to us and reviewing them
in the light of our own appraisal of the surplus of
cash-flow and of the availability of revolving credits,

etc,y we came to the conclusion that even if the

oc-.oolg/-'
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Company . sold -four of Elt‘s 'ships; as proposed by it, and

-succodded 1n secu fiﬁngﬂgdditi onal subseription to its
.\Qap:l‘ta,l,.,vga,envisaged;,b.y., ;i_t,l;. ;‘iﬁ‘wéu'ld still be faced

with a geficit of aboyt R.1.52 crores in mesting all
fts 11abilities and commitments upto the 31st -March,
1967, A copy of the summary ~f calculations submitted
by us in this connection to Government is as%iached as
Anndxure 'H'. |

21, The rapidly deteriorating financial condition
of the Jayanti Shipping Company referred to earlier was

the result, in a great measure, of intompetant manage-

ment, Dr, Teja cia not care to put' the administration

of the Company on_a sound footing, Its Managing

‘Director, Shri Narayana, had neither any qualificstions

nop any experience to merit this appointment. :It-is,

in faet, &lleged that he was only a petty ermployee in’

'a State Government Khadi organisation bafore he was .

appbinted to the high-agg‘reSPOHSible“ﬁost of Mﬁn@éiﬁg
Director of this Company, -His salary was rapldly
raised, almost eight times, within less’ than three.

years as indicated below:-

Date Pay ~ AYlowanses, gha.
| (R} pome) |
from 1,9.61 495/ =
from 14.4.62 750/
from.},1.63 4000/,. Plus free use of office car
from 1.12,63 ‘3000/+«  pius the following:-.

‘Free furnished residentlal.
accommodation at Deihl.,

_.....20/*-



Other Key
Personnel

>) Diregtors
trea;ed with
Sgant

regard

Free uéé of office car,
Reimbursement of m=dical
expenses including hospitali-
sation for himself and his
family.
While the appointment of Shri Narayana as
Managing Director on a disprovortionately high salary

was obviously a case of favouritism, there ware also

-some oth=r persons appointad to key posts who, though

not lacking in ability, did not certainly have such

! .
calibre as to deserve the salary paid to them by the

Jayanti Shipping Company. They were drawn, to serve

18 prestige symbois, from commercial concerns or from
government service; in some cases after fetirement,
by offars of high salaries and perquisites., Actually,
little use was made of them Qnd they were not 2llowed
to shoulder any real responsibility.

The‘incompetence of administration of the
Jayanti Shipping Company was evident also from several
features of its working, such as genérally insufficient
notice for Board meetings, circulation of sketchyagenda
lack of informative notes on :2ry important subject to

be considered at the meetings, poor knowledge of the

-staff regarding implication of the various Acts

governing the working of a shipping company and its-
employees, etc, 4As a rule, the meetings were always
called at short notice to suit the comvenience of

Dr. Teja. Governmant Director 'and other Directors

- had protested against the insufficlency of notice
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on.geveral occasions, but these protests were ignored.
Usyally, tho.oxcuss made was that Dr, feja had
pressing engagements olsewhero and the meeting nad
therefore to be convoned at short notice 1o mect
cortaln-urgent requirements, legal or otherwise. The
agenda for the meetings of other shipping companiocs
are gonaraily comprehonsive, A godod deal of informa-
tion 1s supplied t3 the Dircetors through.notes
proparcd by the offiee on the various gsubjocts included
4n tho. agomia. Thore arc notes, bosides, which
give detalls of voyages, whother comploted or not,
oxplain.tho financlal position of tho .Company and
furnish comparative statoments showing how it stands
during one quarter ag agalhst the previous quarter
and .or the corresponding quarter af'the previous year,
Important staff matters such as appoiﬁfmants,
promotions, leave and transfers, etecs, are algo
brought up at Bdard meeting, either for the informa=-
tfon of the Directors or their approval, as the case
may be. No such information was, however, supplied
with the agenda fdr the meetings of the Board of
Directors of the Jayanti Shipping Company. Even
the approved minutes of the meetings were sent to the
members of the Board only after a good deal of
delay, instead of within a few days, as 18 the
practice with other shipping and ¢ommerclal
compani.es.

Contd, «+224
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The regrettable situation in which

the Company found itself would appear to have

been brought about principally by the f£3llowing

factorss=

(a)

(b)

Thce control was entire vy in the hands

of Dre Toja and he exercised it from |
abroad., He visitcd India only oceasionally
and there was nd one with sufficicent
authority in_India to guide the day-to-

day administration of the Company.

- The »ther Directors had only a small

financial stake in the Company. Rajc
Ramdave Row, who was tho biggest sharc=-
holder Dircctor of the Company in India,
had a holding 3f n>t more than just a
lakh of rupccs. Shri Ramachar did ngt

‘havc any sharcs at all, Shri M.S. Appa

Rao held sharcs worth a few thousand

rupccs only. Prince Mikarram Jah Bahadur,

the grandson >f the Nizam >f Hyderabad,

did not own a singlec sharc. In their

capacity as Dircectors, they often found

themsclves in an cmbarrassing situation

when they were called upon to oxplain

brecaches of the various Aets committced by

the Jayanti Shipping Cgmpany. .
Contde..23/
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(e) While thé fleet was expanded rapidly, no
financial provision was made for the running
and malntenance of the fleet in a satis-
fadtory condition. Dr. TéJa was fully aware
of these serious shortcomings, but chose to
do.pothing: te-puk-+ t+ere right,

ALLEGATIONS 23, We .now proceed -to make our observations. seriatim,
EXAMINED -

1n~regardﬁtg*edch.of'the éllegations summarised in
Anpexurs ‘A}a |
(A) REMOTE -AND_sUTOCRATIC CONTROL BY DR, TEJA,
(1) Dr. Tela claims to be a.nonpfesident
Indian énd has made a statement to that
effect oefofe Government authorities,
fe-visited India only occasionally, All
real pewer was concentrated in his hands
by specific or general resolutions passed
by.xhe“Boafd. We have been shown no
documents which had delegated any real
powers to any other Dirasctor or a
Committee of the Directors or indeed even
any officers e Che Company.

(11) The Board of Direckors was supplied with
little iafermaticn about the varlous
resolutions whicn they were asked to
approve,

111) No informasion was given tc thc Directars

in ragard fo the financial positlon and

0000.24/-
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operational activities of the Company
from.time to time or even about the
terms and conditions on which the
incumbents of the key posts in the

Company were appointed,

(B) IQP HEAVY AND INCOMPTTSNT MANAGEMENT,

(iv)(a) Shri Thirumala Rao,‘'M.P..was appoint-

(b)

ed a Director and Vice-Cnairman of the
Company with effeect from 26,6,1961

when the Company.was a private

limited company, He was given an
honorarium of Rs.l,00o/- per month gnd
WA CHRS RS der nerth
remneration was raised to Rs.4,500/-
per month, inclusive of all allowances,
with effect from 1-1-1963, He

severed his connection with the

Company with effect from 1-12-1966.
We have not been shown any papers

assigning any specific duties to him,

Shri Thirumala Rac's son, Shri
Ramakrishna Rao was posted in the
Company's office in London., His
designation, then, was Management
Representative. His academic quali-
flcatlons are M.Com. and LL.B, He
completed his education in 1957 and

served as Information Assigtant for

Contdg » .25



a little over a year in "India 1958"

Exhibitlon and thereafter_in the same

capacity 1n the Government Tourist Office

in Delhi from May 1959 to September 1961

be fore joining the Jayanti Shipping Company.

The terms and conditions of his empioymont in

Jayantl were as follows from time to time:-

Pay | Allowances etc,
¢

495/

750 fen

‘-T . 100/"

2,150/ -

1,675/

£ 063/"'

£. 4/~
per day

RS 6R5/ -

Joined ag Administrative
Assistant,

Reached London, Fe was

in a hotel, for the first
two months, ‘for which

the Company paid the bill.

‘House given from 18-2-63 -

for which the Company
paid £.63/- for 4 weeks,

He was put 1n the grade
of Rs,1,375-100-2,375
plus £.4/- per day as
forelign allowance,. House
rent was stopped with
effect from 1-4-64, In
August 1963, a car was
purchased by the Company
and registered in his
name, ' :

Free accommodation for
which the Company pays
Rs.675/- per month,

Jde have been shown no papers assigning any

speciflic duties to him,



(v)

Shri‘Nafayana,.Managing Director, had, as already
stated earlier, no qualifications or experience
for the important post to which he was appointed,
Details of his pay and allowances, ete. from time
to time have already been glven in para 21, He
was frequently on tour in 'ndia and abroad. The
aggregate amount drawn by him during 1264-€5 alone
by way of travelling and dally allowances came to
approximately Rs.S0,000/v. The dally allowance
gilven to him while out on tour in India was

Rs, 120/~ per day,

Shri Hanumantha Rao, a Chartered Accountant was

(vi)
drawing about Rs,600/- per month, all told, in the
Life Insurance Corporation before he joined the
Jayanti Shipplng Company in May 1962, His pay and
allowances from time to time were as follows:-
Date pay | Allowsnces etc.
1-5-1962 Rs. 750/ = House rent allowance of Rse 150/ =
April 1963 ®.1,375/- in the House rent allowance 10%, |
grade of Rs,l,375- |
100-2, 375, Children allowance at 1% of -
baslec pay with 3 minimum of
Rs.15/- per child, restricted
to a maximum of two children.
April 1964 Rs.l1,475/- Children allowance as above, _
_ : House rent was stopped., Instead,
house provided for which
Company paid Rs.625/=-.
April 1965 Rs, |

l, 675/- -d 0=

Contd.....27



Sept,, 1965 Rs.2,075/- 0n transfer to Bombay.
. B House provided for which
Gompany. paid'Rs,1,080/-
as rent per fonth,
From 1965 permitted.free use of

car.from residence’ to office
‘and ‘back.’

(C) MISUSE: OF COMPANY'S FUNDS,

(vii)  Dri.Teja nas denled that the cost of his or
Mrs, Teja's travels to India and elsewhere was
paid by “the Jayanti Shipplng Company. As all.the

accoﬁnﬁs and records -have ‘not been shown to us,
‘we have not beehmable to ve¥ify this statement,
We hav?,zhcweVer,,seen a fbw vouchers which
showed clearly that,. at.least some ot these
travels were financed by the “Jayanti Shipping
Company. Wé have, 1ndeed ééén'sbme'dﬁher
'vouchers which g0. to' :show’ that the cost of
‘similar travels by«some‘~other persons who
were not even on the pay rolls of the Company
and who had not been deputed on any special
mission by the Company's‘management,lw§s
félso met by the Company. We would have liked
to make a thorough probe. into this matter,
but we were not given access to all the

relevant paperss

(Viﬂﬁg We -are unable“ﬁo;$ayswhethégvor.not;a@flat
| and/or..a Gas arg‘ma;ntginadgbygthaTCoﬁp@ny

for. the exclusive use of Dr, Teja in London,
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We have not been supplled with any information

'on this subject,

We have s2en some papers indlcating certain

payments having besen made by Jayantl Shilrping
Company in connection with the personal affairs
of Dr. Teja as well as on iccount of certiin other
concsrns vhich he wanted to establish. Scme of
these amounts are statea to have been subsequenfly
reimbursed to the Jayanti Shipping Company from
Dr. Teja's.personal account with the Jayanti
Shipping Company, We have, however, been unable
to Qerify these reimbursements from the relevant
records, as these were not made available to us.
Dr. Teja's personal account with Jayanti Shipping
Company, the maximum credit balance of which

had at oné time stood at about Rs,1,20 crores,

has since been drawn down progressively and it

showed a 'nil' balance by March, 1966.

General Kaul's name was not borne on the pay
rolls of the Jayanti Ship' ng Company as showh .0
us, But we have seen a few entries indicating
his salary having bezn paid by the Jayanti
Shipping Company. We were given to understand
that General Kaul was a personal consultant of

Dr, Teja and that the payments madé by Jayanti

Shipping Company to him were subsequently

reimbursed by debit to Dr, Teja's personal account

Contd.- L) '?9
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with the Jayanti Shipoing Company. We have not,
however, been abtle to verify the correctness of
this statement, because the relevant reccrds were

not shown to us,

.2UDULENT COLLECTIOYS OF COMMI® 310N BY DR. TRJ4,

xiv) We have not béen able to investigate any
of the 'allegations regarding fraudulent collections
of commission, etc., by Dr, Teja from fereign firms
having dealings with the Jayanti Shipping Company.
This 1is, principally, because we have had neither
the time nor the mezns te seck and secure the
co-operation of the foreilpgn firms and individuals
concerncd, It is highly unlikely that these
transactions will be reflected in the Company's
own books, A detailed examinétion of then might,
of course, reveal some evidence or clues in the
mitter, But we could locate such evidence or clues
only 1f a1l .the relevant racords had been made
awvailable to us, Since the Company's management has
not given us any co=-oparat.on in the matter, we are
unable to sgy whether or not these allégations are

correct.

. aEnGR OF FOREIGN EXCHANGE

Enquiries made from the Reserve Bank of Indla shcw

that.the foreign exchange earnings as reported by the

Jayanti Shipping Company, from time to time, did

not tally with the remittances received in the
Contd,...30
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(xvii)

Reserve Bank. The Ccmpany's staff has explained

that the discrepinciles invelved were due tc the
Company's repcrts teing made on the basis of
accruals, while the remittances to the Raserve

Ruink representad the actual amcunts recelved,

Anyhow, these discrap-rnci:c have remained unresolved,
by and 1laree, The stiteomentc cubmitied -y the
Company were, bt2sidcs, not supperted by documentary
evidence, even where thils was reguired in terms

of the Fdfeign Fxchange Regulations. Also these
statempnfs were submitted neither regilarly nor
punctually.

A perusal of some cf the dgroements, contracts and
supplements tharcto, which were shown to us only
casually, has left us with a strong suspicion that at
least some of ths fereign exchange 2arnings have been
syphoned off abroad in “hc zhape of unusually large
commissicns, rebates, discounts, etec., A closer study
cf all the relevant mite»isl w=ilable in India and
abroad might hav: discloc2d sﬁfficient evidence to

confirm this suspl-ion., Put we have not been

allowed access {c all the relevant records and we

are unable, at this stage, to say anything .
"

categorically on this subijcet.

The allegations r2garding undue capitalisation of
the cost of repairs to the Libarty ships on
acquisition, instead of 1ts being recovered from the

Contéd,..31
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sellers;'appears 0 be at deast partially corr-l,

as admitt~d tc uc. verb:lly by one of tho ienior mont rr
eof the Jauyanti sta’f, Fut we have not b2zn shown the
rénggnt contract of nurchias=s as well as *ii: uccounts
baarihg or tals truncactlon., Wa ars, th-r for-,

unarle to say how fur this alieration 1s roally cnrr ot

(xviii) Somc entri o in the Company's tooks show th t Lury:
smounts ware spont on repairs to ships abreo.i, o
cannst, howawar, zay wh:rther all the ships wr2 main-
tained prop:rly or roi, bacaus: we have se:n no
rzports crn th iy eaordition tv t:chrnisnl exrerts,

(xix) It is ditfleult Tor us %5 say, in the light cf  the
tnformation nades availarble to us, whathar cr ot any
ships wrre chartered at 1l.wer than market rat s,  laot
we have scen considuratle evidonc? in the var ous
charter-party acreiients and supplements thoreto,

casually shown to :i5. 0 conclude that th: sorissiecns
b

i

1

rebates, ote, al: w1 %o e broxers and th: chartoer-
ars thems~lvas sore nmsuualy nigh.,  Commissions
have, in som2> 2as2l, t=2u allc ~d tc oven two or

threc brokers sirmultuar~oully.

F) MISUSZ CF PROVIEENT Fioi™ -hD 2. 'CCMR-T.¥ DTDUCT ] OIS,

(xx) Provident Fund 2ccumvlasions, waocunting to
R5,16.90 lakhs, stonding te the cr2dit of it+s
. " . b 5]
cmplnyees have noh haern dyyoct~1 in oany Truct .o
Seceuritiss, or remittsd to the aprropriats avthority,
s

as reguirsd .under the law. {(ef. items 15 an~ 18 cof

ContA,, 30
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the Annexure "F"), These accumulations are being
used, instead, for the business of the Company as
borrowings af 12 per cent per annum,

Income-tax deductions from salaries paid to staff
and amounting to Rs.l1l.20 lakhs are still not romitted
to Government, (cf, 1tem 17 of the Annexure "F"),

This 1s also a contravention of the provisions

contained in the Income Tax Act and Rules. It may be

noted here that only a few months earlier, a much
larger amount (of the order of Ks,9 lakhs) was lying

unremittced with the Company on thils account,

(G) NON-PAYMENT OF BILLS FOR SUPPLI®S AND STRV ICHS,

(xxii)

(xxiil)

We find that this allegation is quite correct, The
Company owes to suppliers and repairers an aggregate
arount of Ré.?o lakhs (cf, item 9 of Annexure "F'),
Most of these outstandings are fairly old. The
Company's cradit in the market 1s, accordingly,

very low,

The allegation abtout the Ccmpany's failure to

pay 1n time port charges, adv acss to floating

staff and shipring agents and amounts due to
stevedores and longshoremen, is correet. The
ocutstanmdings in this connection amount to RS.Sl lakhs,
(ef, 1tem 11 of the Annexure "F"). 'As a direct
consequence of some of these outstandings, the
Jompany's vessels have been arrzsted two or three
occaslions  during the recent past, Precise infor-
r.ation abtout the vessels involved ahd the ports at

Contd.. .33/
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which they were detained has not been made avail-
able to us‘by the Company. The Trade Commission
»f India in Vancoyver, Canadé,.had,'h0wever,
informed the Governmaont of Inaia that twe such
éhips - Krishna Jayanti and "¢ o%»a Jayantl - wore

detained at ports on the Wzst Coast of America.

(4) NON-PAYMENT OF DUTS TO STAFF ON RS IGNATION_AND
RETRZHCHMENT. .

(xxiv) W2 are inclined to believe taat this allegagion
1s also corr-ct, althqugh Dr, Teja's contsntion was
that thars 413 . di:ﬁutg_about.these amounts
Betwoén the Company and tho staff retrenched
ty him, » |

(I) NON=INSURANCT OF SHIESL

(xxv) This allegatiéh is corrsct, as a number of ships,
whether acquir~d with or without Government loans,
would have b2en Ieoft uncovercd by fnsurance
companies becaﬁso of tha Comp;ny!s.failure to pay
in time insurance premia to the cxient of
?5, 23,00 lakKhs, (cf. iten 13 of'Ennexﬁré "F")
Under Govearnment instructioné,‘loan-ships were
covered by the'insurance companies concernsd on
promise of paymenﬁ of the‘due premia gither by the
Jayanti Shippiné Company or the Shipping Devalop-
ment Fund Committee, Government 4id not extend
the same treatment to non-loan ships.'_The posi-
tion has, however, changed now due to Government

Contd,..34/-
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having tak2n over the management of th2 Jayanti
Shipping Company. All the ships now stand duly
coverzd by  insurancce, |

(&) WNT _BO PRICSH

(xxvi) This allegation is corrccte” Deposits” recnir-d
fron the publie and already duc faor refund but not
yet paid back, as well as interast acerucd but not
yet paid 1in resp=ct of such deposits_{interest on
all deposits is payable monthly) amount to
Rg.22 lakhs (cf. 1toms 7 and 8 of Annexure "F"),
The total amount to -be paid on this account will be
Rs.56,16 lakhs by the close of the currznt finan-
cial ycar. These deposits have been received at
124 per annum-plus 2% -comissiomrto—¥he—broker-
who had procurcd them. He gets, besides, a
further comnission of 22 on each renswal of such
deposits, The 4epositors, nmany of whom are
petty lnves<ors, have been put to much inconve-
nience, financial loss and nental worry.

(K) MISCELLANTOUS,

(xxvil) Thc debt—ecovity ratio, viz. 4 : 1 as
prescribed by Government under the agresnent
with Jayanti Shipping Company was adhered to
exczpt vory recently. Bven here the varia-
tion is smz21l. This-allecgation is, therzfore,
not quite correct.
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(,mv-u,cwmt;e or U. b. Dollars 32 200/- allowed
by' the Japanase Shinvard was not refunded
" by Dr..Tepa to the Shipping Development Fund
Committee until this matter wia ropaatedly
_pressed 6n him By the Govérnment Director.
JFinally, he did refund this-suount,
{axdx) Thisﬁallegatiqnﬁis,éorregta]'As will be
‘ fgwhidfént' fron, the statement at. Annexure "F"
'bd thisreport, the Company requires, on i}'.s
OWTL- adm:lss:lon, a -sum of about n,a,a.za_m
now and another Hs,3.24 c'_ ress the
per:l.od upto 3lst March ‘196'7 As aga.inst
this, 1t has hardly any. unencumbered assets

or free .funds 'ex_cept,_wha,t may eoe in as the
8&;?1}1}5 _. Of current: frcome over. current |
?}p@ndi‘tu.r‘é. . Our own appreciation ,of the
Lp.ositio_.n in 'th;s.-,r;c_ziggr.d is ;ziven_.zii;‘f'détail
' in Annexure "G". |
(xx)  This allogation is also correst,’ Its truth
will be evident from the very, proposition
put _forvgax;ﬁz ,_tgyﬂ__tpe_,, Company . for .the immediate
sale of four of 1its ships.to moe} its
_current liabilities and commitmeqts, Our
app;'éci_atich ha; been that cven, tils aale
would leave the gompany with a defloit of at.
least Re.1.52 m A yefwrsnee :n tnis
Corbd. 36/
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connoottoﬁ is invited to Anncxure "H",

24, We have not considered it necessary to

axanine any witnesses. Thanks to the non-coopcra-

tion of the Company's managenent, we could act g-t,

.until alnost the last faw d.ys of our investigaticens,

apy. sufficicnt evidenes fron the accounts and

records of the Company, which would have cnatled

"us to question purposcfully any of th2 witness-s

who night have turned up to deposes b-forc us,

Those who had nadc the 3lleg1tiﬁns would h~ve only

yepeated their acousations, whila those werc answerw

able for the irreguld:i@ies and dopropricti s

ynvolved would have made statcment which we could

nos challenge or rebut. Besldes, we were not sure

who among th~ key personncl conc-rnsd-such 1s

¥ry TcJa, or Shri G. Narayana, or any other Diroctors

of the Company - would hive willingiy core forward

to e cross examined by us. We had no authority

to compel thenm to ippzir before us, Any attonpt

to sceurc their presencs was highly likely to

result only in further infructuous delay for which

we saw 1ittle justificgtion. We hive, accordingly

nade this report on ths basis, primarily, of such

nageplal oniy as we have baen able to locate in

the accoynts and rceords rniade available to us by

iwwdmmmh«otm mlevant
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Papers is we could draw-upen-in thevofftoes of the
Ministry of Transpert, the.Shipplig Development
Fund Committee, ;the Directer Genoral” of Shipping
'aﬁd”the~G¢VéTnmentvDirector on thé Board of

Directors of Indian E%’pring’ Compantos,

25, ~ It 1s evident from what has been statzd

in the foregolng paragraphs that we, have been

unable to come to any firm conelusions in regard

to a number of allegatioas referred to us, Even
where firm coinclasions rnave been reached, the
precise extent of the irrecgularity or impropriety
invelved could not be-determined with any
finality. A thorough probe 1s. therefore, still
very nseessary if the vprecise truth about all the

‘allegations i1s to be known.. A systemtic exami~

nation of all the accounts and records, in India
and abroad, may indzed resuit in the disccvery

6f‘mahyfirregulérities and improprieties which

~ have not even been, suspecte’ so fan,

';'26,_ . It will e turther necessary, if a

thorough investigation into:all'the allegations

has to be made. to reconstruct the accounts 'of

the. Company from the verv beginning, A history-

sheet of cach wossel mist, ia pariccular, be |

' L scowhether—ornot- all earnings, which
Contd,,,38/
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were due to be collected as per terms of the
welevat oontracts, have been recelved.and-properly
aecounted for, The hires earned, the rebétaé.
allowed amd the comnlasions, etcs paidJShould,be
checked with the prev-lent market rates and |
practices. The Commissions ard rebates receivable,
as per speciiic terms of vhe relevant contracts
and or as per preQailing‘market rates and practices,
in respect of él; purchases of vessels, equlpment,
spares, bunkers, victuals and gl] other supplies
amd services. ats _zhould alan b2 choecked to
ensure that they have been duly'recaivedAand,prOperLy
accounted for It should be further verified
whether or not all receipts of forelgn exchange, on
whatever account they may be, havé been duly remittod
to the Reje?re Bonk of Tndla and all expenditure of
foreign c¢xchange undertaken with its prior permission
or under intimation to it, in accordance with the
relevant Feoroign EBxehanyce Reguliszstlions., This is

necessary, in particuiar, if the various allegations.

about the leakape of foreisgn exchange are to be verifled

27 The various allégations regarding
fravdulent or-irregular-coliections of commission,
etes by Dr. Teja from forelgn firms hav&hg'dealings
with the Company arc,  sbviously, the most difficult
to invesitigwice Wu fiuve photostats.of some lettaers
which seem to bs incriminating. It isy however,
contde«.39/~



to be established that they are truv coples-of
:gﬁnuine letters. Necessary co=operation of the
non<mationnls concerned will have to be sought and
socured, 1f possible. Supnorting evideénce may also
'have to be found 1nh:the ‘recuirds and_aceouhtsfof
the Company. Missing links, if any, will have
tb’béﬁédbpiied. It Qili, in any case, be a very
diﬁ:bculjc exerclsc. |
Concluding 28.. - -Government havinz taken over the manage-
Qgﬁggxnﬁlgngﬂ ment;of the Gompany with-effoct frow the I0th June,
~1986, for a poriod of five years in the first
ingtance, it should mow be possible te réconstruct
the accounts of the Gompuu; “Iron the very~beginning»
and. make a systematic dinvestigation into all the
allegations already on record ana-.also into such
other irresularitics and improprlet:es AS may come
to notice;oh Aetalled cxamlnation of all the
relevant naterial. This ie bcurd to he A very
arducus Job, for all the rccords and documents
may not be available znd, 1n any casey all the
links of every trensactior nny ot be\oa31iy
established, But be that as it mov. the task has
to be urdertaken 1f the truth abent thesk allegatisn:
has to be kncwn and the preclse cxtent of Lrregula-
rities and 1mpropriat138giﬁvnlxed has to be
estahlisheds

Contdaee QW"
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Should Goverrnpent aécept ocur vigw that
fﬁrtbe} dctailed prcebe on the lires sugrested is
callcd for, we would reecuriend that the task may
be assicned to such agency with adequate powe: s

a8 uay be conslderced necessary for this purpcesc.

Sd/- (S.L. Bhalla) Sd/~- (Y.N. Sukthankay)

Beubay, the 11th July, 1968.
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=4l qe ANNEXURE "A"
ALLEGAT TONg |

(A) REMOTE AND AUTOGRATIC CONTROL BY DR. TEJA.

1) The Chairman of the Company, Dr. J.D.Teja, who affirms
to be a non-resident Indian, is in fact a citizen of
U.S.A.y for he has already renounced his Indian
nationality, In any case, he visits India but rarely
and for short periods only. Yet all power vests in
him and is exercised by him alone.

11) The Board of Directors is no. an effective body. It
meets only to accord approval to the decistons already
taken by Dr, Teja or to authorise him to tako such
action as he might think proper.

'111) The Directors do not have even a clear picture of how
the affairs of the Company are being managed by
Drg Teja from time to time. '

(B) IOP-HEAVY BUT INCOMPETENT MANAGEMENT.

iv) The Vice-Chairman, Shri M. Thirumala Raoy M.P.,* is
paid Rs.4,000/- per mensem, This.its a sinecure. His
son 1s given, besides, a very lucrative job in the
Company's office.in London.

v) The Managing Director, Shri G, Narayana**, has no
- qualifications for the post to which he has beecn

appointed. Yet he 1s paid Rs.4,500/-~ per mcnsem,
besides other perquisites. A house and a car are also
reserved for him at Bombay. He draws Rs.120/- per

“f -diem for visits to Bombay and other places in India,.
He 1s also making frequent trips abroad. He is a
nephew of Dr, Teja. ' '

vi) Accounts Officer, Shri Hanumant®a: Rao ‘Was drawing
Rs.600/~ per mensem in L.I.C. He now draws Rs.2,500/-
‘per mensem. This undescrvedly hléh salary 1s pald to
him to fudge the accounts of the Company.

* Shri M. Thirumala Rao was Vice=Chairman from 26,6,61 to
3041163, .

** Shri G, Narayana was Managing Director from 17,5,62 to
30,11.65,
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(C) MISUSE OF COMPALNY'S FUNDS.

vii)

viil)

1x)

x)

Frequent forcign travels of Dr. Teia, Mrs._TcQa and
others on missions not connected with Jayanti's work,
or only partially connccted with Jayanti's work,

arc being financed exclusively, or for thc most part,
by Jayantia -

A flat and a car arc maintained for Dr. Tcja in
London at Comnany's cost.

Dr. Teja‘s sther conccrns @ ¢ also belng financcu,
at least partly, by Jayanti.

General Kaul's salary for his assignment in. Lokyo
~s the personal consultant of Dr., Tcja 1s pold by
Jayanti. 4 car is also provided for him by Jayanti.

(D) FRAUDULENT COLLECTION OF COMMISSION BY DR. TEJA.

xi)

xii)

xiii)

xiv)

Dr. Tcja has scerctly recelved £.,37,000 as commission
from the Japancse Shipyards in connection with the
purcnasc frow Lhem of the Tanker "V IKRAM JAYANTIM,

The Charter party of "Wikram Jayanti" has also been
%ot discounted by Dr. Teja for the equivalence of
s.48 lakhs, which was deposited by him in the State
Bank of India in his personal name. He has since
taken away the intercst accrucd on this deposit as
woell as 2 sum of Rs.7 lakhs out of its principal.

Dr. Teja has, besides, collccted Rs.44 lakhs in
foreign exchange as commission from the Japanaose
Shipyards, in tne namc of Varuna Corporation in
Switzerldhd.

He has, in addition, tazken substantial commissions,
estim:tcd at two to thrae million pounds in the
aggregate, on the purchase of other vessels and
from charter-hirc pnartics.

(E) LEAKAGE OF FOREIGN EXCHANGE.

T xv)

x¥1)

xvii)

Foreign cxcininge earnings, as advisod in the
Company's reports, do not tally with the rcmittances
recoived in the Rescrve Bank. The Company docs not
also submit such reports regularly and punctually.

Foreign exchinge carnings are spent abroad most
oxtravagantly and sometimes wholly unjustifiably.

On purshasing <o Liberty ships, 2 sum of Rse40
1akhs to 50 lakhs was spent by Jayanti Shipping
Company on cninging crew accomnodation and getting
the necessary surveys donce. This nmount was
recoverable from the sellers. But no such recovery
has becen made so far.

Comd..--..
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xviii) Heavy costs are incurred abroad on repairs to ships.
Yet they are not malntained in proper gear.

xix) Ships have been chartered away at lower than
- market rates and for 1qng peripds. s

(F) MISUSE OF PROVIDENT FUND AND INCOME-TAX DEDUCT TONS.

xx) Provident Fund deductions made from salarics of
staff have not been invested in Trustee Securitles
but are being used for Comr ny's purposes. ‘

xxi) Income-tax deductions from salaries of stnff are
not remitted promptly to Government but are used
for long periods by the Company.

(G) NON-PAYMENT OF BILLS FOR SUPPLIES AND SERVICES.

xxii) Vefy large amounts due by the'Company on account
bf supplies and serviced have not been paild for long
periods and are still outstanding.

xxiil) Port charges and advances duc to floating staff and
Shipping Agents abroad, as wecll as payments due toO
stevedores and longshoremen, are not pald in time.
Consequently, a number of ships have been impounded
or gtherwise detained in foreign ports in the recent
past.

(H) NON-PAYMENT OF DUES TO STAFF ON RESIGNAT ION AND
RET RE NCHMENT. .

xxiv) Amounts duo to members of the staff, who were

retrenched or who have resigned, have not becen paid
for long periods.

(I) NON-INSURANCE OF SHIPS.

xxv) BEven thosc ships, which have been specifically
mortgaged to the Shipping D velopment Fund
Committee, have not always vecen kept duly insured.

(J) ‘IMPRUDENT BORROWTNGS.

xxv1) Deposits have been railsed from the public to the
tune of about Rs.40 lakhs on intecrest @ 12 per cent
per annum plus brokerage @ 2 por cent. Defaults in
payments of principal as well as Interest have
already occurred,

Con_td.onou
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(K) MI3CELLANEOUS.

xxvii)

xxviizi)

xxix)

XXX)

The Debt-Equity Ratio, ns prescribed by Government
in the dAgrecement exccuted with Jayantl has not
been obscrved.

A roebate of 32,800 dollars, which was allowed Ly
the Japanese Shinpyards or ~» zount of defieicency in
the dead=weight of ships manufacturced by them for
Jayantl, was not remitted by the latter to thn
Shipping Development Fund Committee for a long tinc.

The cash position of the Company 1s extrenmcly
tight. Current liabilities far excecd currcnt
asscts. ,

There has been a considerable crosion in the
worth of the Company since its inception. <The
Company 1s heading towards insolvency.
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SHIPINDI, ND

SHIPINDIi BY371

FOR DR NAGENDR: SINGH TRAWSPORT NEW D :LHI

TLX ON 10-5-66 T 18592 HRS

REGRETFULLY INFORM YOU OF INCREASING L.CK tu
COOPERAT ION FROM LOCAL JAYAWTI STAFF (.) THEY RTLUIRE
WRITTEN QUESTIONS TO WHICH PRESUMABLY THEY WILL .io¢ls
REPLIES AFTER CONSULTATION HIGHER UPS (.) Li'POSSTILE
FOR COMMITTEL FUWNCTION IN THIS MANNER (.) FOR HAFECTIVE
ENQUIRY FREEDOM ESSENTIAL WITHOUT DISCLOSING PRECISE
OBJECTIVE TO COLLECT INFORMATION FROM ALL PRIM.RY
S0URCES SUCH AS ACCOUNT BOOKS ST ATEMENTS AHD RUTUVRIG
VOUCHERS AND ALL RELEVANT FILES (.) THESE MUST BL
MADE AVAILABLE TO US WITHOUT LET OR HINDRANCE (.)
RELUEST YOUR CONT@«ACT ING DR TEJ Y IMMEDIATELY LMD RESIIRIG
HIM ISSUE CLEAR AND DEFINITE INSTRUCTIONS TO LUC..L
ST.AFF FOR FULL COOPER;TION ON SUGGESTED LINES (.)

ALSO VITAL THEIR ELUCIDATION ON QUERIES R.LISVD Y 175,

SUKTHANK iR GOVTDIRECICRH.



GOVERNMENT OF INDIA
OFFICE OF THE GOVERNMENT DIRECTOR ON THE
BOARD OF DIRECTORS OF INDIAN SHIPPING COMPANIES

€.G.0.BILDGS.,
~ QUEENS ROAD,
No,19-GD(2) /66 BOMBAY, Dated the 12th May, 1966,

My dear Dr. Nagendra Singh,

I am encloging herewltt a copy of the telex message
sent to you gtating that the local Jayanti staff has, since the
resignation of Mr, Lalji Mehrotra, practically ceased zall co~-
operation with the Enquiry Committee. As desired by thom
Mr. Bhalla gave them written requisitions giving a list o% items
on which information was required by the Committee. Even to
these requests no reply is forthcoming. The procedure followed
by the staff, apparently, 1s that the requisition is sent to
their Delhi office. Presumably even the Delhi Office is not
authorised to give any information and perhaps the requisition
is referred to Dr., Teja wherever he may be at the time, as the
.resignation letter of Mr. Lalji Mehrotra plainly states, all
information to be supplied to the Committee must be approved
previously by Dr. Teja. This 1s, of course, quite contrary to
the Board of Directors resolution passed extending full co=-opera- .
tion to the Enquiry Committee, Indeed, it is these circumstances
which led to the resignation of Mr, Mehrotra.

- You will appreciate that such a long winded
procedure 1is likely to make our enquiry difficult and in result,
it may not be possible for us to submit the report to Government
within the time allotted to us. Nevertheless, Mr. Bhalla, his
Agoountant, Saxena, as well as Asstt. Cost Accounts Officer,
Biswas of the Govt, Director's Oifice, are doing their best to
collect as much information as they can. Mr. Bhalla intends to
keep to his schedule and return to Delhi on the 14th, I am due
to reach Delhl on the 17th morning. On reaching Delhi, we intend
collecting information from the Jayanti Shipping Company's office
in Delhi and it is to be geen 1f that office will be more
co~operative than the Bombay office. But we cannot say anything
definitely at this stage. shall ke¢ep you informed of
further developments, In the meantime, I would make a request
to you that Dr. Teja should be told to give clear and definite
instructions to his staff and all the offices of the Jayanti
Shipping Company to extend full eo-operation to the Enquiry
Committee on the lines suggested in the telex message.

Yours sincerely,
Sd/- Y.N. Sukthankar,
Dr, Nagehdra Singh,
Secretary, ‘

Ministry of-Iransport,
New D:1hi. )
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ANNEXURE "D"
ONF IDENT IAL
Subject : 'IéuEBﬂZ[JﬂIHﬂﬁUﬂiihbhlﬂxﬂﬁumLiﬂman§E§§4

We are- compelled to bring to the notice of Government
that the co-operation initlally promised and extended to us by
the Jayanti Shipping Company Lta. «y has since beon progressively
withdrawn and that we are not now recelving it in any .
worthwhile ,measurc. In these elreunstances, -Wwe are finding
it extremely difficult to make any headway withbur enquirics.

2e We commenced ou#.examinat_on of the gecounts and
records of the Company in its Central Accounts Office at
Bombay on the 25th Anril, 1266. The "ice-Chalrman of the
Company, Shri Lalji Mehroutray; was himself present in Bombay
on that day. He promised .to ug his full co-operation and
directed all heads of departments of the Company at Bombay
to give us free access to all hooks of accounts and
documents, etc., and also to attend most promptly to all the
querles which we may make. But we had hardly settled

down to our work when a telex was received by Shri Meshrotra
from the Chairman of the Company, Dr. J.D. Teja, who was
then in Fraacgs direciing joter glia that no replies to any
of our queries should be given without consulting him in
advance through telex messages to be exchnnged with him at
his London address. The relevant extract from the telex
is reproduced telows-

"Would deeply appreciate i1f coples of Sukthankar
Committee letters addressed 1o the Company are
sent to me care of London Office before final
answers are gilven and my comments noted, since

I have been Principal Executive Officer of the
Company and person most responsibles Please
advice the fccounts Copt. all other departments
of tha Company of above, Kindly put your replies
for me to London Jffice telex".

3. The instructions of Dry Teja referred to above made
for almost a negation of The co-operation which had been
promised and extended to'us by Shri Mehrotra, “Anyvay,

Shri Mehrotra resigned his office within a couple of days
thereafter and servered hils connection with the Company,
The officerc and staff of the Company at Bombay:have since
been’ evading to give us any straight and haloful replies.

4o We had to ho in Delhi during the first weck of

May, 1966 in connection with some urgent ilnvestigations
there, but had left behind in Bombay two of our Assistants to
continué collection of some further data on the lines
indicated to thom. We rojoined our Assistants st Bombay

on the 9th inst~vt, But we find thatl even the small

measure of co-operation which we were still receiving from
the officers and staff of the Company at Bombay has now

‘beon almost completely withdrawn,

Contdeees



54 , On seeking to know the reasons why Wwe are not
"belng given' the promised co-operation, we arée given to
understand that Dr. Teja, who was in ﬁelhi last week-end,
has rcpeated his earlier instructions to the officers

of 'the Company at Bombay, some of whom were specially
summoned to D:l1hi for this purpose. Pursuant to these
-Instructions, the officers and staff of the Company at
Bombny now insist that we should give to them in writing
- Whatever vwe may require, whether.they be books of accounts
and records or ~ny information or clucidations. Their
replies, too, we arc told, will henr~eforth be given

only in writing, after consultine t ~ir superiors -
presurably, Dr, Tcja himscll - whcrever necessary.

G We have already informed the Secretary, Ministry.
of Transport ~nd Aviation, through a trumk call and z

tclex sent pn the 10th instant, folliowed by a deo. on the
12th instant, how difficult it i1s for us to function
effectively in this situation. Written requisitions =and
queries from our side and written replies from the Compnany's
side will not only delay considerably the completion of our
enquiries, but may cven thwart the very purpose of some of
our ERIMIXAESyAuKExTxyxaER Investigicions by disclosing

- prematurely to the management of the Company the precise
polnt, or points, we may be sceking to establish. We
cannot, besides, accept without independent verification the
Information which the m-n~gement of the Company may choose
to give use We must have absolutely free and unfettered
access to all books of accounts and records ineluding
correspopdence files, contracts and agreements, ete.,

so that we may satisfy ourseclves that the information
furnished by the Company i: c>rrect and complete in all
respects and also re-appralsc the position ourselves
wherever we think it necessary to do so. It is also necegsary
in this connection that the heads of departments of the
Company should have instructions to give us promptly and
without reservaticn any zlucidations we may scek from them,
Unless, therefore, Dr. Teja can be persuaded to gilve us |
full co-operation by ‘ssuing clear and emphatic instructions to
all officers ~nd stuff of the Compony on the lines indicated
above, our enquiry will b%:dly scrve ny useful purposce

7 Dr. Teja hns again gone abroad and for almost
a whole week past we hive not becen getting replies from
the local officers of the Company to even the most
innocusus of our requisitions and guerics, although they
have baen given to them in writing, ns insisted  upon by
~them. In the absence of Dr. Teja, the Compnny is just
unable to tuke any decicions and its loenl officers ~re
not willing even to confirm or deny in writing that they
have any 1nstructions i- the matter from Dr, Teja. We
..quote below verbatim + cxt of u letter handed in by
us on Lhe morning of the 1lith instant, to which we
are still awaiting a formal reply:-
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I and my Agsistants are being nsked since yesterday to

give jn writineg all our requisitions for bonoks and

Iiles, returns and statements, contracts and agreements,

bills and vouchers, ctc., ete., as also all queries .

which we may have to make or eiucidations etc. which we/may
have to geek. Your replies, too, it is indicated, will now

be given in writing, after consulting your supceriors,

if necessary. Kingly confirm,

Sd/=- S.L. Bhalla",

: A formal reply, we are informefl verbally, will be
glven only after clearance from the Company's Head Office
at Delhi, The Head Office may, for all we know, Lo
consulting Dy, Teja abroad. ‘

8 Since further queries in the Central Accounts Office
of the Company at Bombay do not appear to be yielding any
useful results in the situation at present osbtaining here,

we will be shifting to Dolhi next week to see what information,
1f any, the Head Office of the Company there is able 2nd
willing to give., Mearwhile, Governmeat may consider and
declde how the situation created by the non-cooperation

of the Company's management is to be dealt with. :

Sd/"‘ Ych Sukthankﬂrl

. Sd/- S.L. Bhalla,.
Bombay, S ' .
13th May 1966,

Drs Nagendra Singh,
Secretary,

Ministry of Transport,
New Delhl.

P.S.

Since the above note was signed by us but before I
left Bombay for Delhi, I was yerbally informed by the
Company's officers that another telr ¢ had been received by
them that day from Dr, Teja dircctiig them to show to us
nothing but the books of accounts maintained by the Company
and forbldding them most sternly to give any replics in
writing to any of the questions or queries which we miy
raises This mokes the position still worse. The nccounts
books of the Company have little value for us if we are
not to be given access to all the relevant documents ~ viz.,
Contracts, agreements, vouchers etc., Dr, Teja is
determined, 1t seems, to thwart the purpose of our inquiry.
Government may, therefore, now consider how to meet the
situation,

Sd/" SQLQ Bh:],llao
New Delhi, 14.5.66
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~ Subject:

In our note dated the 13th May '6A:dupplemented
by a poste-script dated the 14th May '66 we have already
brought to notice how the co-cperat%on'initfﬁ;ly promised
and extended to us by Shri Laljl Mehrotia, 4 then
Vige-Chairnan of the Jayanti Shfﬁaing_CompangﬁlLimited,
has since been progressively withdrawn by thé officers
an¥# staff of the Company at Bonbay under instructions
from br, J.D, Teja, the Chairman of the Company, and how
under these eircunstances we were finding it.ex%remely
difficult to make any headway with our invesgtigations
in:-the Central Accounts 0ffice cof the Company at Bombay,

2 Our experdience at the Head Office cof the

: B&mpany at New Delhi during the week expiriné today
. has been still worse, The Secretary of the

3 ‘ ompany
Shri V, 0, Singh, has been unwilling to show us any ’
papers until he receives specific lnstructions fron
his superiors, to which end he states to have sent

a telex to Shri Rousseau, the newly appointed Exa@utiye
Director, who is now stated to be in Bombay. It is

ere in-Bombay worth noting here that while we/are ncw in New Delhi,

i Roussean
1s in New
'1hi and that

ille we

-8hrl Rousseatr—has” gons away to Bontay.

3, While the Instructions stated’to have been,
sought by Shri Singh from Shri Rousseau are still avelted,
Shri S8ingh, we find, has already address¢d a A@ttep ‘o
you, presunablv a&?lirected by his superiors, in which he

(a) seeris to q\iestion ‘the very right of
Government to institute the present
enquiry; »

(b) prdfesses ignorance of the terms o
our referencey

(¢) complains against our deputing aiy of
our Assistants to eccllect the data
that we require;

(d) exprésses his apprehension 4t these
enquiries will dislocate the/work of
the Company: and

(e) suggests that Goverment should lay down,

in ccnsultation with the ®npany,. a
precise procedure for our enquiry,

vontdis. .
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A suitable reply to this latter L”I't%i
_course, already--be=-= aiyen hy Goversmreawvs y LT LS
Ivtton ghoyn the atiltude of w4 company's munagerent
to the is:nj.a%y which we have beepn asked to make.

4, Bven though we commenced our inquiries here on
the 16th instant, no papers at all were made availatle

to us until the 19th instant. Fven on the 19th

instant, all that was produced was just a register or two
and that, too, very grudgingly and unwillincly. The

same has, been the story on the 20th instani, Most of
the informatien sought for and many of the records
reqiired to be conculted are stated to te just not
available, We know, of course, by now that the azcounts-
and records of the Company are not maintained prnperly.
But we apprehend that at least some of them are not

being produced either pursuant to some specific
instructions from higher authorities or in the absence

of any instructions on the subject from then.

5. ‘The position being as above, 1t 1s obvious

that if our inquiries have to be conducted purpcsefully
and completed speedily, the Chairman of the Ccrmpany,

Dr, J.D. Teja, who alone wields all pcwer in the Company,
must be called upon to glve his unstirted and unreserved
co-operation. To that end, he should issue immediately
definite and irreveenble instructions to all officers and_
staff of the Company at its Head Ocfice and in all_its—-
Lranches to .

(a) glve us free access to all books of accounts
and records, registers and ledgers, bills and
 vouchers, raturns and statements, contracts.
and agreements, corraespondence files and
personal files, ete., etc.,

(b) reply readily to all queries which we may
make or elucldations which we may seek; and

(e) compile for us whatever information and data
we may not find readily avzailahie in the
records as at present maintained by the Company

A copy of the instructions issued as abeve nay
further be asked to be made available to us for our
information and guidance,

6., Should Dr., Teja be found unwilling to issue
immediately clear and emohatic instruetions as above,
Government may consider how the situation created by the
non-cooperation of the Company, should ke dealt with,

Sd/~- Y, N.Sukthankar.
New Delhi
2lst May, 1966, Sd/- S.L. Bhalla,

Dr, Nageuéra Singh,
Chai rm‘,n, S.D.TF.C.
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JAYANT% SHIPPING COMPANY LIMITED.
7hePalz)~ iafent ot"ec*'
w Delhl.

6.

Current liabilities Commitments o
1ee. payments which to be met Total
are already dve and .duripg the

PARTICULARS those which will period from
falL due upto 1.7 to
?0 Ve 5619664 31630 67« _ Rupee’s
Rupees in lakhs) Rs, in lakhag in lakhs
— &) @) 4)
| bo
1. Bank of Baroda . - 6.00 6a
Limited. ’

2. Union Barnk of India Ltde  1.00 3450 4,50
3. Andhra Bank Limited. 0425 4,75 5400
4. Indian Bark Limited 4,50 17,50 22,00
5. Ciba (India) Ltd. 15400 14.00 29,00
6e Interest on 1 to 56 iy 4,00 :4.00
: aboves . _

7. PublicDepoaitse . D0LO0 31,96 61496
8+ Interest on publie 2.00 2420 4420
deposits. '
9¢ Suppliers-and Repairers. 70,00 ' - 70,00
10. Burkors 47,00 - 47,00
11, Agents & Stevedores. 61.00 - £51.00
12. Commission to Brokers - 5400 5400

and Guarantors. :
13, Insurance Premia. 23,00 - 23.00
14. Travel agonts. 14,00 - _<14.00
15 Provident Fund accumula- 12470 - 12.70

‘tions of staff invested
in Company's busincss

Contdeass
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(1) a (2) (3) (4}
. 16, *Provident Fund accumlzv- 420 T ' 4,24 J
ﬂg of secamen not . ' L
fem 1tted to the
apprbnriate authorities.
17. Income~-tax deductions 1.20 }‘5..2(

from staff salarics not
- remitted to Income~tax

authoritics.
18, LCargo claims. 2.50 2450 830,
19, Bomus 5,00 - 5,00
20. Legal and professional 5,20 - 5.20
‘chargos. : _
é};wMiscallaneous outstandings 5,00 - 5,00
22y Provision for bills not  40.00 - - 40,00
. roceived or not yot - . : -
'bomuﬂ. -
23, S.D F.C. Repaymonts. - 74.96, 74496
24. Bark Build-up furtho - o 72.88° 7288
amount roquired ~ o [
5. Courtlincs - 27,00 27,00
26 8.BI. ('Vikram Jayanti') - 57,60 157,60

323.55, 32&% 647 440




Nota recardihe the afmyr- »medal preliiior oo
Joocant s wenning Lonnanyy —

"The accounts of the Company are heavily in
arrears. .ts managerent has, besides, nct given to me-
svctematiecally all the relevant voukhers, conitracuis,
agrecrnents ctes It is, therefore, not pcssible frr me
£o procent any precise picture of the company's CTinancial
position. However, the best possible estinate thot I
coull prepare under these clrcumstances leads me to
betle~c that tha company requires immediecteliy abous
R2.3.5 oroernsy ard another amount of the sario order until
the cnd of 126E8-37. Its total requircment of Funds
botvorn row anéd the end of March 1967, wculd thus be of the
order of about Rs.7 crores.

The Company hopes to get during the remalning
months of the current financial yecar about Rs.3.5 crores
as surplus of cash inflow over cash outflow, This figure
appears to be very unlikely of achievement. The Company
has indeed compiled tlirce successive appralsals in this
connection during the last fow monthse Each appraisal has
tended to Infistc the receipis and deflate tho cxpenditure,
Going by the first estimate as likely to be mcre correct,
I should iragine tha®t the net gsurplus of cash flow avalilable
to the Comnany during the remaining months of the currcnt
financial ycar will not excecd Rse2.,5 crores in any casc.
If this figure is accepted, the nct balance of cnch required
by “he Compony during the period-ending on 21.3,1967 would bo
of tlic order of Rse4s5 croress The Company statcs to have
a 1littlec over Rse50 lakhs with it in one of its London Banks.
If this amount 1is taken into account, the balancc requirement
of the Company over the next few months cnding on 31,3.1967
would be of the order of Rs.4 crores,.

The Company also hopés to be able to avail of a
“rutating credit of Rsel.25 erores from repailrers and .
supplicrs cte. This would be quite likely 1f the_ Conpany =
were functioning under normal circunstances. “Sincao,
hawcvor, its credit in the markot has been badly shoken
owing to continuing default in payments, it may no% be able
to avall of any slzecable eredit from the supplicrs ctc.
during at lecast thc next fow months. The utmost that it
nuy succced in avygeling of, may perhaps be of the srder of
Rse50 lakhse This lecaves a nct balance of about Rse3.50
crores to be eovered by the Company if it has to keeop
itsclf golng with its proscnt fleot upto the cnd of

March 1967",

AS
Sd/~-8.L. Bhalla,
3045.66,
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An appralsal of the financial position 1ikel . _ARNEXURE "j"
o cmerge from tho proposed salc of 4 ships

Jayanti Shipping Conmpany.

!

rthcr zonritments to 350,00 Lega
- gl .G.Hu.ﬁo 21.3.A7.

Total 700,00 Reduct ion H%bon earnings upto 31,3,67

&S

Ruction in paymont

wbilicies on* wceount 86,00
Tthe proptgsced sale .
4 shipse

% additio.sal funds

on acecount

LUR RESOURCES AVA
(1in lakhs of rupces) . (in lakhs of Rs.)
rnt Liabilitios 350.00 Surplus of opcratibnal carnings 250,00

' over operational éxpenscs upto 31.3.67

the propascd sale of 4 ships _82,00

Ngt surplus of cash-flow upto 31.3.67

aftor the sale of 4 ships. 168,00

1) Cash balgnee available from sale prico
of 4 ships after mecting their outstand-

ing liabilitics. 145,00
11) Cash balaned in London Bank 52,00
-111) Rotating oredits available, 50,00

iv) Sharc purchase by Courtlines. _47,00 294,00

Deficit remaining uncovered even

qiired upto 31.3.67 if 614,00 after the sale of 4 ships, | 152400
sihilps are suld out. ST=s==z

b - ——
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