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The appaellant was dotainnd under the
provisions of the conservation of Foreign Exchange and
Prevention Ol Smugyg l1ng Activities RO 1974
(COFEPOSA). The Competent Aubhority, Chennai treating
Lhoe appel lant as  covered by the provision Of
sac.2(2)(b) of the Smugglers and Foreigh Exchange
Manipulators (Forfeiture of Property) AGY s 1976
(SAFEMA) issued a notice under sec.G(1) of the Act
dated 31.3.1976 to the appellant, to show-cause why Lhe
properties mentioned in the notice should not be
forfeited as illegally acquired proper Lies, after
racarding the reasons for the jissuance of the notice.
Q. In reply Lo Lhe show-cause notice, Lhe

appellant sent a reply dated 6th July 1976 through his



.

Ccunsel, stating that the zppelliant started business in
the year 1851 and.hac suffiicient funds from the savings

from his past earnings and invested in a parthersnip
business 1in the year 1959, namely, Prakash & Co. and
that he became a partner in M/s. Shree Textiles in the

ar 1882 by withdrawing firom nis capital account frem
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M/s. Scbhagmal Mahavirchand. t was stated that the
appellant joined as a partner 1in the Eirmil Mis:
Kamacdhenu, in the year 1965 by investing Rs.20,000/-
which was withdrawn from the firm M/s. Shree Textiles.
A house property 1in Waltax Road was purchased for

Rs.1,15,000/- by withdrawal, partly from business and

-n

partly from 1loans raised from various parties. Tne
appellant mace disclosure of Rs.15,000/- under the
Voluntary Disclosure Scheme of 1965 and that the

appellant 1is 1in the possession of account books to

o

prove his possessicns.
= After perusing the documents produced by the
appellant and giving a personal hearing, the Competent

Authority rejected his contentions and passed the orcer

under Sec.7(1) SAFEMA dated 8th December 1995 directing

the forfeiture of two immovable properties, namely,
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said order, the appellant has filed this appeal.

4. The appellant appeared in pereson and
submitted his arguments. He filed a petition in M.P,
No.64 of 1999 for admission of additional evidence,
which was opposgd by the Deputy Director appearing for
the Competent Authority.

5. . According to the appellant, the house
property was purchased for Rs.1,16,000/- partly from
withdrawal from business and partly by raising lecans.
The appellant did not substantiate his contention that
he rajsed loans to the extent of Rs.75,000/- for
purchasing the house property. He made a belated
attempt to produce Affidavits of certain persons and
the Tegal heirs of persons from whom he claims to have
raised loans, alongwith death certificates of some of
the alleged lenders and statements of account., These
were never produced before the Competent Authority
though the notice uhder Sec.6(1) was served on the
appellant 1in the year 1976, when he had enough
opportunity of producing evidence in support of his
Icontentions. In the petition for admitting additional
evidence, the appellant only states that he was under
bonafide impression that the Competent Authority would
give weight to the records of the Income-tax Department
and thought that the issue would be decided i hie
favour and that he is filing the additional evidence at
this stage. No additional evidence will be permitted
to facilitate plugging of loopholes in the evidence let

in. by the parties,



6. Under Rule 14 of SAFEMA, the parties to an

~appoal shall not be enLiLled_ to produce additional

evidence before the Tribunal, unless the Competent
Authority refused to admit such evidence which ought to
have been admitted, or the appellant, inspite of due
diligence could not produce the same, or the Tribunal
requires the documents to enable it to pronounce orders
or is satisfied that there was no reasonable
opportunity given to the appellant by the Competent
Authority or for any other substantial cause. In the
present case, thé Competent Authority gave ample
opportunity to the appellant ta produce additional
evidence on which he may rely. The appellant could
have produced the evidence but failed to do so and
according to him, he thought that he will succeed
betore the Competent Authority even without producing
these documents and having failed to succeed, he prays
for admitting his documents as an additional evidence
nearly 26 vyears after the commencement of the
proceaedings. It will not be possible to place any
reliance on such documents which could be prepared for
the purpose of the appeal. None of the alleged Income-
tax assessment orders of the supposed lenders are
producad., We, therefore, reject .nh1s petition and
dismiss the M.P. No.64 of 1999.

T It is the contention of the appellant that he
declared the house property both in the Income-tax and
Wealth-tax returns for the assessment years 1973-74

which were accepted by the Income-tax authorities and
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. Lhe assossment orders were passed, It is to be noted

that the said orders were passed without verifying the
credit worthiness of the persons from whom the Tloans
have been claimed to be obtained. Even the details
l1ike the addresses of persons from whom confirmatory
letters have been furnished were not mentioned before
the Competent Authority. The orig{na1 books of account
alongwith Wealth-tax returns were not produced. The
books of account were, examined by the competent
Authority and were rightly held to be unreliable due
to several over-writings and interpolations 1in several
entries, indicating that the entries have not been made
in the no;mal course of business. Two sets of books of
account were furnished and were not given any credence
as the Competent Authofity was convicned that they are
not reliable. The books of accounts of Sobhagmal
Mahavirchand did not contain any entry relating to the
purchase of the house property and the borrowing of
Rs.76,000/- as claimed by the appellant. The appe) lant
introduced several cash credits in his account books
totalling Rs.2,69,000/~ in the names of several
Marwaries, so as to cover the cost of jewellery and the
house and he could not prove the genuineness of such

credits, either before the 1TO or before the Competent

Authority. The ITO did not accept the sources of the_ 7

appellant for the acquisition of the house property.
We are in agreement with the competent Authority in

holding that the appelliant failed to adduce evidence Lo

show that the house property was acquired through logal



source and that it is an illegally acquired property.
8., The land at Mahabalipuram was disclosed 1in
the Wealth-tax return for 1974-75 and 18 stated to have
been purchased out of the appellant’s income from his
investment 1n Shree Textiles, Kamadhenu and other
incomes. According to-the appellant, the sources of
investment in those firms is from his business capital
held 1in the books of Sobhagmal Mahavirchand and the
investment made in the said business was through his
earnings from hosiery business and the accumulation of
salary during his employment in N. Balchand & Co.
9. It is to be noted that the appellant made no
mention of doing any hosiery business or earnings from
employment 1in his initial reply to the notice dated
6.5.1976 1issued by the Competent Authority. Later he
took the plea that he cannot be expgcted to account for
the investment after a Jlapse of about 40  years,
forgetting the fact that he was given an opportunity to
explain that the properties were acquired through legal
J\séurces, even in the year 1976 and the appellant failed
to submit proper explanation and he cannot blame anyone
for the same. The appe]}ant failed to produce any
ovidence with ragard to the claim that he had earninge
from employment in Balchand & Co. and from hosiery
business. The plea of the appellant that he had money
with him from the sale proceeds of jewellery given Dby
his mother was not accepted by the Incoma=-tax
authorities and no iota of evidence was produced by the

appellant to show that in fact he had such money



available with him. In the absence of any evidence
adduced by the appellant to show that he had enough
savings for 1injecting capital into business, the
Competent Authority was justified in holding that the
appellant failed to explain the capital investment made
in the firm Sobhagmal Mahavirchand and that the profits
and earnings generated from the said business and
invested in the firms M/s. Ranka & Co. and M/s. Shree
Textiles and later in Kamadhenu, ought to be considered
as having been invested out of tainted sources.

0 The GCompetent Authority held that the
appellant produced two sets of books of account and
that they were created for the purpose of the
proceedings. The appellant is unable to explain why he
maintained two sets of hooks of account. In the said
circumstances, the Competent Authority was justified in
holding that the amount flowing from the transfer of
account 1in the name and style of S.M. Jewellery is
1iable for forfeiture, as existing at the closing of
the financial year 1972-73 with accruals thereon, 3
any, as on the date of the issue of show-cause notice
on 31.3.1976. He was also justified in directing the
forfeiture of the right, title and interest of the
appellant including that'in capital and current account
in Shree Textiles, Ranka & Co. and Kamadhenu, as
il1legal acquired properties. The appellant is unable
to show that the findings of the Competent Authority

are incorrect.
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