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Modern India Ltd & Ors v Financial Technologies India Ltd & Ors:
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1.  There is no opposition to Report No.4 of the Special
Committee constituted by the order dated 2nd September 2014
under the Chairmanship of Mr Justice VC Daga.

2. On behalf of Namdhari Foods International P Ltd and
Namdhari Rice and General Mills, a statement is made that the
matter should be adjourned so that these entities can “give
instructions” to their Advocates. The report is of 27th January 2016
i.e., it is already more than a year old. Both Namdhari entities are
said to be a defaulting members of the NSEL. They are no strangers
to these proceedings. They appealed against the order dated 2nd
September 2014 and that appeal was rejected. On 3rd December
2014, Namdhari Foods International Pvt Ltd and its group
companies appeared before the Committee. There followed further
meetings and orders. All of these noted in Report No.4. For over
one year after this report, matters have remained at standstill. The
Namdhari entities did not feel it necessary to instruct their
Advocates or to file any Affidavit. Even today, beyond asking for

time, these entities have nothing at all to say on the report.

3.  Isee noreason to delay these matters. This will only frustrate

the whole purpose of having this special committee at all.

4,  The recommendations of committee are accepted and made

an order of this Court.

(G.S.PATEL, J.)
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SUBMITTE ) TO THE HON'BLE COUR [

THE COMN [TTEE CONSTITUTED UNDER ORDER DATED 2N° SEPTEMBER

2014 RESP:.CTFULLY SUBMITS ITS REPORT AS UNDER:-

1.

Und:r Order dated 2nd September 2014 passed by this Hon'ble Courtin
term s of Minutes of Order “X” and "X-1” thereto, a :ommittee consisting
of:
(i) Mr. Justice V. C. Daga (Re'd.) - Chairman;
(i)  Mr.].S. Solomon - Advocate; and
(iii) Mr. Yogesh Thar - Chartered Accountant - Partner of M/s. Bansi
S. Mehta & Co., Chartered Accountants,
has seen constituted as a faci finding authorizy to determine the
amc nts payable by the defauiters / third parties to National Spot
Excl'ange Ltd. (“NSEL") and to ascertain the assets of the defaulters /
thirc parties and amounts received directly or in:directly from NSEL in
resp:ct of various trades and to explore ard negotiate mutual
sett! :ments between NSEL and the alleged defailters / third parties
and heir clients and to seek appropriate directions from the Court for
sale / monetization of assets both immovable and/or movable of
defz ilters and their clients and any other persor s and to perform the
dutis and functions as provided in the Order «lated 2 September,
201 . In Exhibit-1 of the Annexure “X" to the Order dated 2nd
Sepi :mber, 2014, Namdhari Focd International P /t. Ltd. and Namdhari
Rice & General Mills are shown as defaulting members of NSEL and
Nan dhari Food International Pvt. Ltd, is alsc shown as client of
Nan dhari Rice & General Mil s, defaulting member of NSEL. This
inte im Report is submitted in respect of Namdhari Food International
Pvt. Ltd. and Namdhari Rice & General Mills, members of NSEL and
Nar: dhari Food International Pvt. Ltd. client >f Namdhari Rice &
Gen:ral Mills, member of NSEl. The Committe: proposes to submit
sep- rate Reports in respect of other defaulter me nbers of NSEL as also
furt ier Reports in respect of Namdhari Food International Pvt. Ltd. and
Nar: dhari Rice & General Mills.

NSE . - Defendant No. 2 in Suit No. 173 of 2014 - has taken out Third
Party Notice No.8 of 2014 (Third Party (Lodg.) Vo.14 of 2014) dated
3rd |1ay, 2014 against Namdhari Food Internaticnal Pvt. Ltd. (being a
tracing member of NSEL) claiming an amount of Rs.51.02 crores along

wit" interest from the date of filing of Suit No. 17 3 of 2014 till payment



/ realization, in which it is stated that defaulting members of NSEL and
their clients have received monies from various investing members
who have traded on the NSEL platform and the defaulting members
and their clients are required to make good the claim of the Plaintiffs
in SuitNo. 173 of 2014.

NSEL - Defendant No. 2 in Suit No. 173 of 2014 - has taken out Third
Party Notice (Lodg) No.3 of 2014 dated 3 May, 2014 against
Namdhari Rice & General Mills (being a trading member of NSEL) and
Namdhari Food International Pvt. Ltd. (client of Namdhari Rice &
General Mills) claiming an amount of Rs. 10.39 crores along with
interest from the date of filing of Suit No. 173 of 2014 till payment /
realization, in which it is stated that defaulting members of NSEL and
their clients have received monies from various investing members
who have traded on the NSEL platform and the defaulting members
and their clients are required to make good the claim of the Plaintiffs

in Suit No. 173 of 2014.

N. K. Proteins Ltd. have filed Appeal (L) No. 741 of 2014 and White
Water Foods Pvt. Ltd. and others have filed Appeal (L) No. 766 of 2014
and Appeal (L) No. 767 of 2014 challenging the Order dated 2nd
September 2014 passed by the Learned Single Judge under which the
Committee has been constituted. By Order dated 17% June, 2015
passeci by the Division Bench of this Hon'ble Court, these three Appeals
have been admitted and Interim Order directing that the Order of the
Learned Single Judge passed on 2n September, 2014 shall not be
operative against the Appellant - N. K. Proteins Ltd. and that the Order
dated 2nd September, 2014 passed by the Learned Single Judge shall be
operative against the Appellants in two Appeals i.e. Appeal (L) No. 766
of 2014 and Appeal (L) No. 767 of 2014, namely White Water Foods
Pvt. Ltd. and (1) V.L.R. Foods Ltd., (2) Tradebiz Commodities, and (3)
Bharat Food and Agro Products on condition that the Commission shall
function in accordance with Section 75 of the Code of Civil Procedure
while discharging its functions under the Minutes of Order and the
directions issued by the Learned Single Judge and that the Committee

shall not have any adjudicatory powers has been passed.

Namdhari Food International Pvt. Ltd. and Namdhari Rice & General
Mills have filed Appeal (L) No. 461 of 2015 on or about 22 May, 2015




in r-spect of Order dated 2 September, 2014 constituting the
Com nittee. The Committee ha: not been infornied of any Orders in
App:al (L) No. 461 of 2015 filed by Namdhari Food International Pvt.
Ltd. .nd Namdhari Rice & General Mills.

The Zommittee is proceeding cn the basis that “he Order dated 17%
June 2015 passed by the Division Bench of thiis Hon'ble Court is
appl cable in the case of Appellints in the three .Appeals in which the
said Jdrder has been passed and that in case of otlier parties, including
Namdhari Food International Pvt. Ltd. and Namdhari Rice & General
Mill:. subject to orders and directions which may be passed by the
Hon sle Court, the Committee is required to continue to perform
func ions as provided in the Order dated 27 Sep:ember, 2014 passed
by t'ie Learned Single Judge, which includes power to determine on

fact: found and recommend, without any judicial determination.

The Committee has submitted Report No.3 of 215, Report No.12 of
201 and Report No.17 of 20.5 relating to sa e by the Competent
Aut’ ority, under the MPID Act ¢f 900 metric tonnes of paddy in 18,000
bag: of paddy weighing 50 kg, each stored at Namdhari Food
Inte national Pvt. Ltd., Village hri Jiwan Nagar, Dabwali Road, Sirsa,
Har: ana. Pursuant to the Orders passed by this Hon'ble Court on these
Reports, 633 MT of paddy has been sold and delivired to M/s. Sonagara
Tra.ing Co. at the rate of Rs.7,500/- per MT on receipt of purchase
pric : thereof amounting to Rs.-7,47,500/-. At the time of delivery of
padily sold as aforesaid, the quantity thereof wa; found to be 633 MT
as ¢ zainst 900 MT and accordirgly, the Committ2e in Report No.17 of
2015 has recommended a refund of Rs.20,02,500/-to M/s. Sonagara
Tra:ing Co., being excess payraent for 267 MT of paddy (900 MT -
633 vIT) not delivered to M/s. Sonagara Tradiig Co. at the rate of
Rs.” .500/- per MT.

At 11e meeting of the Committee held on 20t October, 2014, NSEL
mo- ed Application No. 2 of 2014 to take on reco “d the list of defaulter
me: 1bers who have admitted their liability and to issue notices to
def: ulter members and their cients. This Application was considered
at tt e meeting held on 20t October, 2014 and notices were directed to

be i sued by the Committee to the defaulting me:nbers.
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Accordingly, Notices dated 227 Qctober, 2014 were issued on behalf of
the Committee to Namdhari Food International Pvt. Ltd. and Namdhari
Rice & General Mills calling upon them to appear before the Committee
on 3 December, 2014.

Meeting held on 34 December 2014
At the meeting held before the Committee on 3rd December, 2014:

Mr. Nahar Narayan Singh appeared on behalf of Namdhari Food
International Pvt. Ltd. and its group companies and sought time to
appear through an Advocate. The liability of Namdhari Food
International Pvt. Ltd. to NSEL was denied and a prayer for refund of

the security deposit given to NSEL was made.

A compilation of documents was submitted by NSEL and a copy of the
same was provided to Mr. Nahar Narayan Singh and Namdhari Food

International Pvt. Ltd. was directed to respond to it.

The Committee noted that there is some dispute with regard to the
liability of Namdhari Food International Pvt. Ltd., and it is necessary to
reconcile accounts and directed Namdhari Food International Pvt. Ltd.
to produce Ledger Account of NSEL maintained by them in their books
of account and directed NSEL to produce Ledger Account of Namdhari

Food International Pvt. Ltd., in their books of account of NSEL.

Hereto annexed and marked Exhibijt “A” is a copy of Order Sheet
No.11A dated 37 December 2014,

The compilation of documents filed by NSEL with the Committee at the

meeting held on 34 December, 2014 including copies of the following:-

(i) A Note onliability of Namdhari Food International Pvt. Ltd. and
Namdhari Rice & General Mills to NSEL, a copy whereofis hereto

annexed and marked Exhibit “B-1".

(ii) A copy of Order dated 21t July, 2014 passed by Special judge,
M.P.LD. Act & Addl. Sessions Judge, Bombay in Bail Application
No.17 of 2014 of Inder Sing Bal, Director of Namdhari Food

International Pvt. Ltd,, a copy whereof is hereto annexed and

marked Exhibit “"B-2".
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(iii)

(iv)

v

Letter dated 26t June, 2C13 from Namdha -i Food International
Pvt. Ltd. to NSEL in whict. it is stated as uniler:-
“As you know we have a total exposure of 64.74 Cr (which

include our 10% margin) till date with NSE L.

We here by submitting that we will liquidete 20% in the month
of July, 40% in the monta of August and t0% in the month of
September, 2013”, a cooy whereof is hereto annexed and

marked Exhibit "B-3".

Letter dated 26 June, 2013 from Namdhari Rice & General Mills
to NSEL in which it is staied as under:- “As you know we have a
total exposure of 14.02 (r (which include our 10% margin) till
date with NSEL.

We here by submitting that we will liquid: te 20% in the month
of Sept, 20% in the monta of Oct, 30% in the month of Nov and
30% in the month of Dec. 2013”, a copy whereof is hereto
annexed and marked Exlibit "B-4".

Affidavit dated 15% July, 2014 of Ind:r Sing Bal in Bail
Application No.17 of 2014, a copy whereof is hereto annexed
and marked Exhibit “B-3" in which it is stated that NSEL has
falsely alleged that the NYEL has to recover Rs.53.07 crores from
Namdhari Food Internatianal Pvt. Ltd,, and it is stated that in fact
Namdhari Food International Pvt. Ltd., is entitled to recover
Rs.4.14 crore from NSEL. In this Affidavi: it is also mentioned
that the plant of Namdhari Food International Pvt. Ltd,, at village
Shri Jeevan Nagar, Dabwali Road, Sirs:, Haryana in which
Company is carrying its business valued at Rs.40 crores. The
para 9 of these Affidavits of Namdhari Fcod International Pvt.

Ltd. and Namdhari Rice & General Mills is as under:-

| say that there are no dues payable by th« third party notice to
defendant no.2 and by defendant no.2’s ov/n admission in terms
of the report of Sharp & ""annan Associate: attached at Exhibit D
of the affidavit on behalf of defendant no.:, the alleged dues are
in fact “unsettled buy po:ition” which meaas that the third party



(vi)

(vii)

noticee did not buy the goods. As defendant no.2 claims to be a
commodity exchange on spot basis, it goes without saying that
“unsettled buy position” cannot be enforced unless the goods
underlying such position are delivered. There is noteven aniota
of mention in affidavit of defendant no.2 for having delivered
any goods or even for willingness to deliver any goods under the
alleged “unsettled buy position”. Admittedly the operations of
defendant no.2 were suspended and this was the reason for
existing contracts having been suspended. If the contracts have
been suspended and if defendant no.2 did not act on its own
contract, there is no question of defendant no.2 having any right
to enforce the obligation of other side in a one-sided manner.
The obligations and promises are mutual and reciprocal and
there is no admitted debt by third party noticee in favour of
defendant no.2. Therefore, this is in fact at fit case to dismiss the

third party notice itself."

In para 17 of these Affidavits as regards the alleged admission in
term of letters dated 26 june, 2013 (Exhibits “B-3” and "B-4"
hereto) it is stated that any such letter prior to suspension of
trade of Defendant No.2 is completely irrelevant and is no
admission at all and the said letters are not an admission of debt
but speak about clearing transactions, which means that
payments would be released when goods are delivered and it is
stated that NSEL had the obligation of delivery of goods and
there was no question of making any payment without goods
and when the trade of NSEL was suspended and NSEL failed to
make deliveries, there was no question of making any payment
to NSEL.

List of assets of Namdhari Group including three properties
attached by Economic Offences Wing and sixteen other

properties, a copy whereof is hereto annexed and marked

2 3 " »

Minutes of Meeting dated 5t September, 2013 between NSEL
and Mr. Inder Sing and Mr. Daljit Singh of Namdhari Food
International Pvt. Ltd. and Namdhari Rice & General Mills which
were not signed by Mr. Inder Sing and Mr. Daljit Singh, a copy
whereof is hereto annexed and marked Exhibit “B-7".

SRR S R
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Meet ng held on 227 December 2014
At th:> meeting held before the Committee on 22m December, 2014:

Mr. ilahar Narayan Singh appeared on behalf of Namdhari Food

Inter rational Pvt. Ltd., and requested for an adjournment.

NSEL submitted a compilation of documents relati1g to Namdhari Food
Inter 1ational Pvt. Ltd., ingudil'lg a copy of NSEL's ledger account
shov. ing liability of Rs.51.67 Crores to NSEL as on 31st August, 2013
and : compilation of documents -elating to Namdhari Rice and General
Mills including a copy of NSEL's ledger account showing liability of
Rs.1i .45 Crores to NSEL as on 315t August, 2013, -opies whereof were
hanc 2d over to the representative of Namdhari Fcod International Pvt.
Ltd. vith a direction by the Con mittee to respond to the same and to
com:ly with the directions issued under Order Sk eet No.11A dated 3rd
December, 2014 by the next dat: of hearing,

Hertto annexed and marked kxhibit “C” is a copy of Order Sheet
No.1 iB dated 227 December, 21114,

The ommittee issued Notice dated 26t December, 2014 to Namdhari
Rice and General Mills to appear before the Commiittee on 215t January,
201' in respect of the amounts due and payable to NSEL. Hereto
ann:xed and marked Exhibit "D" is a copy of the Notice dated 26t
Dec: mber, 2014 issued by the Secretary (Legal) to Namdhari Rice and
Gen: ral Mills.

Mec:ing held on 2274 January 2015
Att e meeting held before the Committee on 227! January, 2015:

Advcate for Namdhari Food Irternational Pvt. .td,, requested for an
adjcurnment on the ground that Namdhari Food international Pvt. Ltd.
wisi ed to file an Appeal challeriging the jurisdiction of the Committee.
The Committee granted adjour:iment and noted that Namdhari Foods

Inte ‘national Pvt. Ltd., had appeared before the Committee and
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14.

14.1

14.2

14.3

15.

15.1

15.2

submitted to its jurisdiction and sought adjournment on more than two

occasions to comply with directions issued by the Committee.

Hereto annexed and marked Exhibit “E” is a copy of Order Sheet
No.17D dated 22 January, 2015.

Meeting held on 18" February 2015
At the meeting held before the Committee on 18th February, 2015:

Advocate appearing for Namdhari Food International Pvt. Ltd. filed
copies of Affidavits in Reply to Third Party Notices on behalf of
Namdhari Food International Pvt. Ltd. and Namdhari Rice & General
Mills in Notice of Motion (L.} No. 2885 of 2014 in Third Party Notice
Nos.4and 12 of 2014 in Suit No. 173 of 2014, copies whereofare hereto
annexed and marked Exhibits “F” and “G” respectively.

The Committee noted that there had been no compliance with the
directions issued by the Committee on 227 January, 2015 and directed

the parties to report compliance by 17 March, 2015.

Hereto annexed and marked Exhibit “H" is a copy of Order Sheet No.
20] dated 18t February, 2015.

Mﬂm&hﬂd on zzth March 2!!] 5 zath En[l'l Z!!] 5 an Ma]f 42!!] 5

and 8" September, 2015

No one was present on behalf of Namdhari Food International Pyt. Ltd.
and Namdhari Rice & General Mills at the Committee meetings held on

27t March, 2015, 28% April, 2015 and 2™ May, 2015.

Secretary (Legal) of the Committee by letter dated 10t August, 2015
addressed to Namdhari Food International Pvt. Ltd., and Namdhari
Rice & General Mills noted that no one had attended on behalf of
Namdhari Food International Pvt. Ltd. and Namdhari Rice & General
Mills at the Committee meetings held on 27% March, 2015, 28t April,
2015 and 2 May, 2015 and called upon them before the Committee at
the meeting fixed on 8% September, 2015 and comply with the

directions contained in Order Sheet No.11A dated 3rd December, 2014

St et




15.3

15.4

15.5

16.

16.1

(Exh:bit “A” hereto) and Order Sheet No. 17D dated 22™ January, 2015
(Exhipit “E” hereto). Hereto ann2xed and marked Exhibit “1” is a copy
of thr said letter dated 10t August, 2015.

No o e was present on behalf of Namdhari Food Ir ternational Pvt. Ltd,,
and Namdhari Rice & General Mills at the meeting held on 8t

Sept:-mber, 2015.

Secr: tary (Legal) of the Commitlee by his letter dated 24t September,
201! addressed to Mr. Nahar Narayan Singh 'who had previously
appeared before the Committee on behalf of Namdhari Food
Intel national Pvt. Ltd.,, and its group companies called upon him to
appear before the Committee at -he meeting fixed on 3¢ October, 2015
and -omply with the directions previously issued by the Committee.
Here:o annexed and marked Exhibit “I” is a cory of the letter dated
15% jeptember, 2015 addressec by Secretary (Le;tal) of the Committee

to th : Advocates for Namdhari Food International Pvt. Ltd.

Here ;o annexed and marked Exhibit “K” is a copy of the letter dated
24t jeptember, 2015 addressec by Secretary (Lejjal) of the Committee
to S} ri Nahar Narayan Singh.

Mee ing held on 37 October 2015

At t e meeting held before the Committee on 3 1)ctober, 2015:

NSE . submitted Affidavit dated :3d October, 2015 of Mr. Santosh Dhuri,
auth >rized signatory of NSEL a.ong with copies of Ledger Accounts of
Nan:dhari Food International Pt. Ltd., in the ledgrers of NSEL showing
liabi ity of Namdhari Food Inter national Pvt. Ltd., as under:-

[ Sr Particuliars Amount
Nt (Rs.)
1 Outstanding towards paying obligation (as per
Sub-Ledger "Member’s Delivery Qbligation”) s
on 9% August, 2013. 59,57,79,756.54

2 Add: Outstanding towaris paying obligaticn
(as per Sub-Ledg:r “Member’s Daily
Obligation”} as on ™ August, 2013, 1,26,107.71

59,59,05,864.25
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3 Less: Credit balance available in the Initial
Margin Account as on 31+t July, 2013. 6,52,32,511.53

53,06,73,352.72

Less: Amounts received from 09.08.2013 till | 20,50,00,000.00
31.08.2015 | emmmemmmeicceecmena-
Balance Due: 51,01,73,352.72

Add: Interest compounded daily at 18% p.a.
from 9% August, 2013 till 315t August,
2015 after taking into effect the
payments received on various dates, if | 22,90,68,347.21
any.

And further interest

In the Affidavit dated 34 October, 2015 it is submitted that the liability
of Namdhari Food International Pvt. Ltd., to NSEL be crystalized at Rs.
51,01,73,352.72 as on 1t September, 2015 and Rs. 22,90,68,347.21
being interest @ 18% per annum till 31st August, 2015 and further
interest and steps for realization of the same may be recommended by
the Committee. Hereto annexed and marked Exhibit “L” is a copy of
the Affidavit dated 3rd October, 2015 of Mr. Santosh Dhuri filed with the
Committee on 3rd October, 2015 and its Annexures relating to

Namdhari Food International Pvt. Ltd.

NSEL also submitted Affidavit dated 3 October, 2015 of Mr. Santosh
Dhuri, authorized signatory of NSEL along with Ledger Accounts of
Namdhari Rice & General Mills in the ledgers of NSEL showing liability
of Namdhari Rice & General Mills to NSEL as under:-

Sr. Particulars Amount
No. (Rs.)

1 Outstanding towards paying obligation (as
per Sub-Ledger “Member's Delivery
Obligation”) as on 9% August, 2013. 12,52,13,237.06

2 Add: Outstanding towards paying
obligation (as per Sub-Ledger
“Member’s Daily Obligation”) as on 24,722.96
2n August, 2013.

12,52,37,960.02

3 Less; Credit balance available in the Initial
Margin Account as on 31t July, 2013. 17,70,08,98.32

10,75,37,061.70
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16.4

17.

17.1

Less: Amounts received rom 09.08.2013 36,25,000.00
till 31.08.2015 | e

Balance Due: 10,39,12,061.70

' Add; Interest compounded daily at 18%
p.a. from 9t Augu:t, 2013 till 31st
August, 2015 after aking into effect
the payments rece.ved on various
dates, if any. 4,66,74,447.46

Add: Furtherinterest

In th 2 Affidavit dated 3 October, 2015 it is submitted that the liability
of I'amdhari Rice & General Mills to NSEL le crystalized at Rs.
10,53,12,061.70 as on 1st September, 2015 and Rs. 4,66,74,447.46
beinz interest @ 18% per annum till 31st August, 2015 and further
inte est and steps for realization of the same may be recommended by
the .ommittee. Hereto annexe:l and marked Ex:1ibit “M” is a copy of
the : ffidavit dated 3rd October, ;:015 of Mr. Santos h Dhuri filed with the
Con'mittee on 37 October, 015 and its Arnexures relating to

Nar dhari Rice & General Mills.

Cop es of the two Affidavits meationed above and its Annexures were
haniled over to the Advocate appearing for Namdhari Group with
dire :tions to file reply to the said Affidavits by 1)t October, 2015 and
to comply with the previous divections issued by the Committee from
tim: to time relating to production of accounts books for relevant

peri>d and the proceedings were adjourned to 10t October, 2015.

Her :to annexed and marked Lxhibit “N” is a copy of Order Sheet
No.- 2E dated 3 October, 2015.

Me: ting held on 10t October 2015
At t .e meeting heid before the Clommittee on 10t October 2015:

Fou ‘weeks' time was granted t» Namdhari Food {nternational Pvt. Ltd.
and Namdhari Rice & General Mills to file replies to the two Affidavits
dat-d 3 October, 2015 menticned above filed hy NSEL and file their .
boc :s of accounts and documerts to support the'r contentions and the
pro: eedings were adjourned to 27th November, 2015. Hereto annexed
and marked Exhibit “Q” is a copy of Order Sheet No.44A dated 10t
Octi ber, 2015.
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18.1

19.

19.1

20.

21.

21.1

Meeting held on 27 November 2015
At the meeting held before the Committee on 27t November, 2015:

Pursuant to the application of the Advocate for Namdhari Food
International Pvt. Ltd., and Namdhari Rice & General Mills, one more
opportunity was given to them to appear before the Committee on 3rd
December, 2015 and to make submissions, if any, and the proceedings
were adjourned to 3t December, 2015. Hereto annexed and marked
Exhibit “P” is a copy of Order Sheet No.46D dated 27t November,
2015.

At the meeting held before the Committee on 3rd December, 2015:

No one appeared on behalf of Namdhari Food International Pvt. Ltd.,
and Namdhari Rice & General Miils. The Committee noted that the
Committee is left with no other alternative but to make appropriate
recommendations to the Hon'ble High Court on the basis of the
material available with the Committee. Hereto annexed and marked
Exhibit “Q” is a copy of Order Sheet No.48C dated 3 December, 2015.

Copies of Order Sheet No.42E dated 3¢ October, 2015, Order Sheet
No.44A dated 10% October, 2015, Order Sheet No.46D dated 27t
November, 2015 and Order Sheet No.48C dated 3 December, 2015
have been forwarded by Secretary (Legal) of the Committee to

Advocates for Namdhari Group.

On considering the documents produced before the Committee and
after hearing the learned Advocates and parties at meetings of the

Committee, the findings of the Committee are as under:-

Copies of two Affidavits both dated 3 October, 2015 of Mr. Santosh
Dhuri, authorized signatory of NSEL and its Annexures {Exhibits "L"
and "M" hereto) have been served on the Advocates for Namdhari Food
International Pvt. Ltd, and Namdhari Rice & General Mills at the
Committee meeting held on 3t October, 2015 with directions to file
replies thereto including Ledger Accounts of Namdhari Food
International Pvt. Ltd. and Namdhari Rice & General Mills by 10t
October, 2015 and to comply with the directions issued by the

Committee from time to time relating to production of accounts books

13




3
3
H
;e
i
]
4
i
‘fi‘
H
i
4
§
£
H

14

21.2

for -elevant period. Further t.me was grantec to Namdhari Food
Inte: national Pvt. Ltd. and Namdhari Rice & Genzral Mills to file their
repl es along with their books of accounts and documents to support
thei: contentions. No replies have been filed by or on behalf of
Nan dhari Food International Pvt. Ltd. and Namdhari Rice & General
Mill: to the Affidavits dated 34 October, 2015 of NSEL. In spite of
dire ‘tions issued by the Committee from time to time, Namdhari Food
inte national Pvt. Ltd. and Nan:dhari Rice & Gereral Mills have failed
to p: oduce before the Committee their books of a:counts or documents
indi-ating any dispute about the entries in the Ledger Accounts of
Nar dhari Food International Fvt. Ltd. and Namdhari Rice & General
Mill:: produced by NSEL. In the letters dated 26th June, 2015 copies
whereof are (Exhibit B-3) and (Exhibit B-4) hereto, Namdhari food
Inte ‘national Pvt. Ltd. have admitted their liability to pay to NSEL Rs.
64." 4 Crores and Namdhari Ric2 and General Mil s have admitted their
liab lity to pay to NSEL Rs. 1402 Crores and agreed to liquidate the
sam 2 between July 2013 and December 2013.

Bye law No. 3.5 of the Bye-laws of National Spot Exchange Limited

pro-ides as under:-

“3.5  RECORDS FOREVIDENCE

The records of the Exchange as maintained by a c2ntral processing unit
or ¢ cluster of processing unils or computer p-ocessing units or on
“NEST” or any other tradiny system of the Exchange, whether
mai itained in any register, magnetic storage units, electronic storage
uni's, optical storage units or computer storage units or in any other
ma: ner or on any other accepted media, shall constitute the agreed and
aut:-enticated record in relation to any transa:tion entered into or

exe uted through “NEST” or anv other trading system of the Exchange.

The records as maintained by the Exchange sh:ll, for the purpose of
any dispute or claim between the members of th2 Exchange inter se or
betiveen any exchange member and his clients or between the
me: abers of the Exchange and the Exchange or the Clearing House
reg. rding trading, clearing or settlement of any deal or transaction
cariied out on “NEST” or any other trading systein of the Exchange and
reported to the Exchange, constitute valid and binding evidence

bet:veen and among the partie:.”



21.3

21.4

21.5

On considering Affidavit dated 34 October, 2015 of Mr. Santosh Dhuri,
authorized signatory of NSEL and copies of Ledger Accounts of
Namdhari Food International Pvt. Ltd., annexed thereto {Exhibit "L"
hereto}, and letter dated 26th June 2013 (Exhibit B-3) hereto, the
Committee finds than an amount of Rs. 51,01,73,352.72 was due and
payable by Namdhari Food International Pvt. Ltd. to NSEL as on 9t
August, 2013 and on giving credit for amounts aggregating to
Rs.20,50,00,000/- received by NSEL between 9t August, 2013 to 31st
August 2015, an amount of Rs.51,01,73,352.72 remains due and
payable by Namdhari Food International Pvt. Ltd. to NSEL.

On considering Affidavit dated 3rd October, 2015 of Mr. Santosh Dhuri,
authorized signatory of NSEL and copies of Ledger Accounts of
Namdhari Rice & General Mills annexed thereto (Exhibit "M" hereto),
and letter dated 26th June 2013 (Exhibit B-4) hereto, the Committee
finds than an amount of Rs.10,39,12,061.70/- was due and payable by
Namdhari Rice & General Mills to NSEL as on 9t August, 2013 and on
giving credit for amounts aggregating to Rs.36,25,000/- received by
NSEL between 9t August, 2013 to 31t August 2015, an amount of
Rs.10,39,12,061.70/- remains due and payable by Namdhari Rice &
General Mills to NSEL.

The total outstandings of Namdhari Food International Pvt. Ltd. and
Namdhari Rice & General Mills to NSEL are over Rs.60 crores.
Considering the wholesale selling price of paddy rice at Rs.35 per kg,
about 17000 Metric Tonnes of paddy rice in around 3,40,000 lacs bags
of 50 kgs. each ought to have been available in the trade. As against this,
the quantity declared by NSEL of paddy at all the warehouses of
Namdhari Food International Pvt. Ltd. as reported in Reports of SGS
India Pvt. Ltd., was 11,688 MT i.e. 2,33,760 bags of 50 kgs., each. Thus,
from the very outset, the stocks of paddy traded by Namdhari Food
International Pvt. Ltd. and Namdhari Rice & General Mills to NSEL
platform seems to be insufficient as compared to outstanding contracts
of Stock registers and proof of physical delivery of stock has not been
produced before the Committee by NSEL or by Namdhari Food
International Pvt. Ltd. and Namdhari Rice & General Mills. Namdhari
Food International Pvt. Ltd. and Namdhari Rice & General Mills have

not been produced before the Committee any evidence to indicate that

Namdhari Food International Pvt. Ltd. and Namdhari Rice & General
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22.6

22.7

22.

(1)

(2)
(3)

Mill: were possessed of sufficient stock of pacdy to support their
outs:anding trades on the NSEL platform. Namdhari Food
Inteinational Pvt. Ltd. and Namdhari Rice & General Mills have
rece ved payments from NSEL under T+2 contracts for sale, which are
pair--d with T+25 contracts far purchase of naddy, under which
Nam dhari Food International Fvt. Ltd. and Nam-ihari Rice & General
Mill: are required to make payrents to NSEL. In the absence of proof
of ¢ railability and physical delivery of comm odities in sufficient
qua. tities under T+2 sale contracts, Namdhari Fcod International Pvt.
Ltd. and Namdhari Rice & General Mills cannot deny their liability to
mak : payment to NSEL under T+25 purchase contracts, on the ground
that delivery of commodity ajreed to be purchased has not been
effected. In the absence of proof of availability of commodities in
suffi :ient quafnﬁties to support “rades on NSEL platform and in view of
the ‘act that most of the contracts with Naindhari were paired
cont -acts i.e. contract for sale nf commodity alc ng with contract for
rept rchase of the commodity, the transactions are in the nature of
finaiicing agreements. In the circumstances, ron-delivery of stock

can ot justify default in paymer't to NSEL.

The iability of Namdhari Food International Pvt. 1.td,, as also Namdhari
Rice and General Mills to NSEL arise out of commercial transaction and
the : ate of interest as also the dite from which interest may be payable
by ''amdhari Food International Pvt. Ltd., and Namdhari Rice and
Gen:ral Mills on amounts due and payable by t1em to NSEL may be
determined by this Hon'ble Court.

Ecoiiomic Offences Wing may be directed to miake available to the
Con mittee books of accounts znd records relati1g to Namdhari Food
Inte national Pvt. Ltd. and Nam.dhari Rice and General Mills seized by

Eco::omic Offences Wing.

Cop es of this Report are being ierved on following:-

M/ .. Naik Naik & Co. Advocates for National Spot Exchange
Ad.

M/:. Federal & Rashmikant Advocates for Moidern India Ltd.

Cyt 1 Amarchand Mangaldas Advocates for Financial Technologies
‘India) Ltd.



(4)
(5)

(6)
(7)
(8)

(9)

(10)

(11)

(12)

(13)

(14)

Dated this

The Law Point

M/s. Mansukhlal Hiralal &
Co.

Mr. Sanjay Kadam

Mr. Ajit Sakhre

M/s. Markand Gandhi & Co.

M/s. Deven Dwarkadas &
Partners
Mr. Sandeep Karnik

Mr. Mehul Shah

M/s. PRS Legal

Mr. Nahar Narayan Singh

Mr. Inder Bal Singh

Advocates for MMTC Ltd.
Advocates for L. J. Tanna Shares and
Securities Pvt. Ltd.

Economic Offences Wing
Competent Authority

Advocates for NSEL Investors’ Action
Group

Advocates for NSEL Aggrieved and
Recovery Association
Advocate for NSEL Investors Forum

Advocate for Defendant Nos.29 to 32,
34 and 35in Suit No.173 of 2014

Advocate for Namdhari Foods
International Pvt. Ltd.

Namdhari Foods International Pvt.
Ltd.

Namdhari Rice & General Mills

3_')“: day of January, 2016.

Sd| -
(Justice V. C. Daga (Retd.)
Chairman

Sal{~
(J. S. Solomon)
Advocate and Solicitor
Member

—

(Yogesh Thar)
Chartered Accountant
Member
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