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DIRECTORATE OF REVENUE INTELLIGENCE
13, SIR VITHALDAS THAKERSEY MARG,
OPP PATKAR HALL, NEW MARINE LINES,
MUMBAI 400 020
PH: 022-22010115, 022-22010116

F.No.DRI/MZU/CI-11/2013 -14/ Date: 11-03-2015

Subject: Gross over-valuation in import of goods by Essar Group
companies viz. M/s Essar Power Gujarat Limited (EPGL), M/s
Essar Power M.P. Limited (EPMPL), M/s Essar Oil Limited
(EOL) and M/s Essar Projects (India) Limited (EPIL) in
connivance with M/s Global Supplies (UAE) FZE- a related
entity functioning as an intermediary invoicing agent - Show

Cause Notice under Section 124 of the Customs Act, 1962 -
reg;

Intelligence developed by Mumbai Zonal Unit of Directorate of
Revenue Intelligence (DRI) indicated that various companies of Essar Group
were indulging in gross over-valuation in import of capital goods (power
generation & project imports for fertilizer project - zero % duty and oil refinery -
3% Basic custom duty) to siphon off money abroad by inflating actual value
through intermediary invoicing; that the modus-operandi followed was while
the goods from various vendors (mostly European, South Korean and Chinese)
were shipped directly to India, import documents were routed through an
intermediary entity created by them in the UAE i.e. M/s Global Supplies (UAE)
FZE, which raised invoices with inflated value [inflating the value of OEM
(Original Equipment Manufacturer) invoices] on the Essar group companies in
India against which money was remitted to Global Supplies (UAE) FZE, UAE,
from where the actual invoice value was remitted to respective OEMs and the
extra amount was routed to the foreign accounts of different entities of the

Essar group located overseas.

1.1 On the basis of the said intelligence, enquiries were initiated into
goods invoiced by M/s Global Supplies (UAE) FZE (for short — ‘GSF’) which
were imported and cleared in the name of Essar Group companies engaged in

various business sectors. Enquiries revealed that several Essar group entities
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were importing goods invoiced by GSF, out of which the companies covered in

this Show Cause Notice (for short-‘SCN’) are listed in the table below :-

Table-1
Details of Essar Group companies importing goods invoiced by GSF
(as covered in this SCN)

Sr. Name of the Declared Address Business Sector Remarks
No. company with as per IEC
(IEC No.)
A B C D E
1. | M/s Essar Power | Salaya Power Generation - | Imported goods
Gujarat Limited | Administrative Setting up a coal based | invoiced by GSF
(for short — | Building 44KM, | thermal power plant of 2 | for setting up a
‘EPGL) Post Box 7, | x 600 MW capacity at | power plant at
(0307096211) Jamnagar-Okha Salaya in Gujarat Salaya in
Highway, Post Gujarat
Khambhaliya,
Jamnagar, Gujarat
2.| M/s Essar Power | Prakash Deep, 10t | Power Generation - | Imported goods
M.P. Limited (for | Floor, 7th Tolstoy | Setting up a coal based | invoiced by GSF
short - ‘EPMPL) Marg, New Delhi - | thermal of power plant of | for setting up a
(0307099598) 110 001 2 x 600 MW capacity at | power plant at
Mahan in Madhya | Mahan in
Pradesh Madhya
Pradesh.
3.| M/s Essar Oil | Post Box No. 24, | Crude Oil Refinery - | Imported goods
Limited (for short | Khambhalia Post, | Expansion/capacity invoiced by GSF
- ‘EOL) Jamnagar Dist. | enhancement of Crude | for expansion of
(0392042312) Gujarat-361305 Oil Refinery at Vadinar in | the Oil refinery
Jamnagar  district of | at Vadinar
Gujarat in two phases. Jamnagar in
Gujarat
4. | M/s Essar | Essar House, 11, | Urea Fertilizer Plant — | Imported goods
Projects (India) | K.K.Marg, Setting up of Urea | invoiced by GSF
Limited (for short | Mahalaxmi, Fertiliser plant as an | for setting up
- ‘EPIL) Mumbai, Engineering Procurement | fertilizer plant at
(0301003076) Maharashtra — 400 | Construction (EPC) | Durgapur for
034 Contractor for  Matix | M/s Matix
Fertilisers & Chemicals | Fertilizers &
Limited - Single stream | Chemicals Ltd.,
single integrated | as Engineering
ammonia and urea plants | Procurement &
having capacity to | Construction
produce 3,850 metric | (EPC) contracter
tons per day (mtpd) of
urea and 2,200 mtpd of
ammonia at Durgapur in
West Bengal
1.2 Enquiries further revealed that each of the Essar Group
companies, listed in Column B of Table-1 above, entered into distinct

Agreements with GSF allegedly for supply of goods of non-Indian (foreign)

origin to the respective Essar Group entities in relation to projects being set up

by them. Particulars of the Agreements, in brief, are tabulated below :-
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Table-2
Details of the Agreements/Contracts entered into between Essar Group
entities and GSF (RUD-1)

Parties to Brief description of Agreement Value
S. Agreement | Agreement . .
No. the Number Date goods covered by the | (Consideration in
Agreement Agreement USD)
A B C D E F
Boiler-Turbine-
1. EIE}GSI;?&’ - 24-08-2007 | Generator (BTG) & 530.00 Million
auxiliaries
Boiler-Turbine-
2. Epg’[SPFL & - 24-08-2007 | Generator (BTG) & | 510.00 Million
auxiliaries
Equipments & machinery
_ for Expansion of Crude
ROl 52" | 14-02-2007 | Oil Refinery at Vadinar |  460.80 Million
/2 from 10.5 MMTPA to 16
EOL &
3. GSF MMTPA
Equipments & machinery
for Expansion of Crude
%2“2%31’% 16-00-2011 | Oil Refinery at Vadinar | 150.75 Million
/ from 16 MMTPA to 20
MMTPA
Equipments &
machinery for setting
4. EPIL & EPIL-GSZ- 23-08-2010 | up Fertilizer complex 290.00 Million
GSF 2/2010 .
for production of
ammonia and urea.
Note : The consideration amounts shown under Column F are the final consideration

amounts agreed between the parties including amendments to the consideration amounts
where-ever the contract price was amended.

1.3

imports effected by the Essar Group entities on invoices raised by GSF and

Scrutiny of import data, as available in the EDI data-base, for

further enquiries in this regard, prima facie, revealed that the Essar Group
entities had used multiple ports for clearance of imported goods in India and
had availed benefit of concessional rates of customs duty under various duty
exemption schemes e.g. Export Promotion Capital Goods (EPCG) scheme, as
tabulated below:-

Table-3
Details of ports used and duty exemption schemes availed in respect of
clearance of the goods imported on GSF invoices

S. Names of | Ports Schemes availed Remarks
No. importing
firms
A B C D E
1. EPGL i) Mundra Cleared under CTH | Contract
il) Vadinar 98.01 as Project | registered with
iii) Air Cargo Complex, (ACC) | Imports at NIL | Jamnagar
Mumbai Concessional Rate | Customs in
iv) Kandla of duty (NIL) terms of the
v) Nhava Sheva Project Import
vi) New Custom House, Regulations,
(NCH) Mumbai 1986
vii) Jamnagar
2. EPMPL i) Kolkata Sea Concessional rate -
ii) Paradeep of duty under .
iii) Vishakapatnam EPCG scheme P =
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iv) Vadinar

v} ACC Mumbai

vi) Nhava Sheva

vii) NCH, Mumbai

3. EOL i) Mundra Concessional rate -
ii) Vadinar of duty under
iiijj ACC, Mumbai EPCG scheme
iv) Kandla

v} Nhava Sheva
vi) NCH, Mumbai
vii) Jamnagar

4. EPIL i} Kolkata Sea Cleared under CTH | Contract
ii) ACC Kolkata 98.01 as Project | registered with
iijj NCH Mumbai Imports at | Kolkata Custom
iv) Nhava Sheva Concessional Rate | House in terms
v} Durgapur ICD of duty (NIL) of the Project

Import Regul-
ations, 1986

1.4 Enquiries further revealed that M/s Essar Global Limited (name
later changed to M/s Essar Global Fund Limited) in Cayman Islands [for short
- ‘EGL’ / ‘EGFL’] was the single ultimate holding company for all businesses of
the Essar Group and hence the ultimate parent company for all Essar Group
entities established in India as well as abroad. Tree diagram of holding

structure of EGL/EGFL including the four Essar Group entities, appears to be

as under:-
DIAGRAM -1
Essar Global Ltd. (later Essar
Global Fund Ltd.), Cayman
Islands
! | \
Essar Energy Plc, Essar Power Holdings Essar Projects Essar Steel Holdings
United Kingdom Ltd., Mauritius Limited, Dubai, Ltd. ,Mauritius
]
Essar Oil & Gas Essar Power Essar Projects (I) Essar Steel (1) Ltd.
Limited, Mauritius Limited, India Ltd., India , India
! i
L | Ll
Essar Oil Ltd., Essar Power Essar Power
India Gujarat Ltd., India M.P. Ltd. India
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1.5 During investigation, names of various legal entities in India and
abroad, associated with the impugned imports or otherwise related to the Essar
Group entities, cropped up which are referred to in this SCN. The said entities
and their abbreviated names (as mentioned against each below which are used

in this SCN) are listed in the table below for ease of reference:-

Table-4

Abbreviations for names of entities referred to in this SCN

Sr.No. Name of the Entity (M/s) Abbreviated Name

1. Global Supplies (UAE) FZE, UAE GSF

2. Essar Power Gujarat Limited EPGL

3. Essar Power MP Limited EPMPL

4. Essar Power Jharkhand Limited EPJL

S. Essar Qil Limited EOL

6. Essar Projects India Limited EPIL

7. Essar Subsea Limited, UAE (later name changed ESSL/PESL
to Professional Equipment Suppliers Limited)
Enterprise Emerging Markets Fund, Curacao EEMG
Seppest Holdings Limited SHL

10. Essar Global Limited, Cayman Islands (later name EGL/EGFL
changed to Essar Global Fund Limited)

11. Copper Canyon Holdings Limited, Cayman Islands CCHL

12. Kettle River Holdings Limited, Cayman Islands KRHL

13. Essar Projects Limited, UAE EPL

14. Harbin Power Engineering Co. Ltd., China (later HPECL
changed to Harbin Electric International Co.
Limited)

15. Harbin Electric International Co. Ltd., China HEICL

(formerly known as Harbin Power Engineering Co.
Ltd., China)
16. Humriyah Free Zone Authority HFZA

2.0 DOCUMENTS FROM AXIS BANK

2.1 Enquiry revealed that documents relating to transactions for
import of goods (under invoices raised by GSF) by one or more of the Essar
Group companies in India, including EPGL, EMPPL, EOL and EPIL, had been
negotiated by GSF through certain Indian banks, among others, having their

branches in the UAE, Hong Kong and London. Axis Bank having its branch in
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such bank and was requested, vide DRI letter F.No.DRI/MZU/CI-11/2013-14
dated 04-06-2013 (RUD-2) to provide all relevant documents, inter-alia;

1) Copy of the invoice raised by the original supplier in the name of M/ S.
GLOBAL SUPPLIES (UAE) FZE alongwith corresponding packing list and
Bill of lading,

ii) Copy of the back-to-back invoice/packing list subsequently raised by
M/ S. GLOBAL SUPPLIES (UAE) FZE on one or more Indian importers,
together with the corresponding bill of lading thereof.

iii) Details of all transactions for and on behalf of GSF alongwith self-

attested photo-copies of the following documents:-

a) Copies of invoices, packing lists & bills of lading/airway bills, for
both sets of transactions illustrated at (i) & (ii) above together with
any other documents submitted/lodged with the bank to facilitate
the negotiation/transaction.

b) Copies of individual Letters of Credit covering such transactions.

¢) Copies of the agreements/ contracts/purchase orders, finding cross-
reference in the documents mentioned at (a) or (b). (Invoices, Packing
lists, Bills of lading, Letters of Credit etc.)

) Details of the nature/type of account held by GSF alongwith related

account opening documentation.

2.2 Documents received from Axis Bank

Axis Bank, through their Mumbai office, provided certain
documents vide their letters no. AXIS/CO/IBD/2013-14/105 dated 19-06-
2013 and AXIS/CO/IBD/2013-14/125 dated 28-06-2013, (RUD-3) which are

analysed below.

2.2.1 From their letter dated 19-06-2013 and the documents received, it
appeared that DIFC, Dubai Branch of the bank had negotiated documents

relating to the following two types of transactions of GSF :-

i) Transactions between GSF in the UAE and OEMs in China &
other countries for shipment of goods ordered by GSF because
the documents included copies of invoices raised by the OEMs

on GSF along with packing lists and bills of lading.

1i) Transactions between GSF in the UAE and
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goods invoiced by GSF. Scrutiny of these documents revealed

that the invoices raised by GSF on the Indian importers were

back-to-back invoices [back-to-back in relation to the invoices at

(i) above i.e. for every invoice of GSF, there was a corresponding

invoice of OEM].

It appeared that for every invoice raised by an OEM on GSF, the

latter had in turn raised a back-to-back invoice on the Indian importer. The

documents were scrutinised in detail and initially, few cases of back-to-back

invoices were identified and segregated on the basis of observation that the bill

of lading accompanying the documents for the transaction referred to at (i)

above was the same as the bill of lading accompanying the documents for the

transaction referred to at (ii) above. Illustrative examples of back-to-back

invoicing done by GSF, against the invoices raised on it by the OEMs, are

tabulated below:-

Table-5

Details of back-to-back invoices raised by GSF on Indian Importers against
invoices raised on it by OEMs (documents forwarded by AXIS Bank, vide
their letters dated 19-06-2013 and 28-06-2013)

DOCUMENTS OF OEMs ON GSF DOCUMENTS OF GSF ON INDIAN IMPORTERS % of
value
Invoice no./date (back- inflation
Invoice Value to-back invoice raised Invoice (F over
SR. (FOBin Bill of Lading by GSF on Indian Value (FOB Bill of Lading Q)
NO. | Invoice No./date USD) No. /date importer) in USD) No. /date Importer
A B C D E F G H I
GS/SALAYA/346/0CT
HPE/M34/S-S/315 SJC02781 dt. OBER/10-11 dt. 20-10- SJC02781 dt.
1 | dt. 01-09-2010 7201198.49 | 07-10-2010 2010 9577594 | 07-10-2010 33% EPGL
GS/SALAYA/239/JAN
HPE/M25/S-S/117 SHVOI1D dt. UARY/09-10 dt. 30-01- SHVOI1D dt.
2 | dt. 10-12-2009 14213799.2 | 12-01-2010 2010 19899318.92 | 12-01-2010 40% EPGIL.
GS/SALAYA/309/SEP
HPE/M23/S-S/277 XVOIC dt. TEMBER/10-11 dt. 30- XVOIC dt. 30%
3 { dt. 01-08-2010 4723529.4 | 08-09-2010 09-2010 6140588 | 08-09-2010 EPGL
GS/SALAYA/338/0CT
HPE/M34/S-S/311 2B dt. 03-10- OBER/10-11dt. 18-10- 2B dt. 03-10-
4 | dt. 01-09-2010 19236201.3 | 2010 2010 25584148 | 2010 33% EPGL
GS/SALAYA/337/0CT
HPE/M34/S-S/313 2A dt. 03-10- OBER/10-114t. 18-10- 2A dt. 03-10-
5 | dt. 01-09-2010 105275974 | 2010 2010 14001704 | 2010 33% EPGL
GS/SALAYA/270/AUG
HPE/M34/S-S/267 XV02A dt. UST/10-11dt. 31-08- XV02A dt.
6 | dt. 01-08-2010 3214032.36 | 24-08-2010 2010 4338944 | 24-08-2010 35% EPGL
GS/SALAY A/269/AUG
HPE/M33/8-5/265 XVO02B dt. UST/10-11 dt. 31-08- XV02B dt.
7 | dt. 01-08-2010 5904411.76 | 24-08-2010 2010 7970956 | 24-08-2010 35% EPGL
GS/SALAYA/311/SEP
HPE/M33/S-S/281 XVOIA dt TEMBER/10-11dt. 30- XVO1A dt.
8 | dt. 01-08-2010 4104478.37 | 08-09-2010 09-2010 5335822 | 08-09-2010 30% EPGL
HPE/M24/S- SHPO6 & GS/MAHAN/212/JAN SHP06 &
M/085 dt. 20-11- SHPOIB dt. UARY 09-10 dt. 06-01- SHPOIB dt.
9 | 2009 3410000 | 22-12-2009 2010 4603500 | 22-12-2009 35% EPMPL
HPE/M24/S- GS/MAHAN/182/DEC
M/081 dt. 20-11- AHJI45PFOIG | EMBER/09-10 dt. 16- AHJ145PFO1G
10 | 2009 5785294.12 | dt. 08-12-2009 12-2009 7810147.06 | dt. 08-12-2009 35% EPMPL
L By
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HPE/M24/S- GS/MAHAN/185/DEC
M/O71 dt. 20-11- AHJI45PFOIF | EMBER/09-10 dt. 16- AHJ145PFOIF

11| 2009 9667647 | dt. 08-12-2009 | 12-2009 13051323.53 | dt. 08-12-2009 35% | EPMPL
HPE/M26/S- GS/MAHAN/285/FEBR
M/140 dt. 01-01- XKO1B dt. UARY/09-10 dt. 28-02- XKOIB dt.

12 | 2010 3753530 | 15-02-2010 2010 5254942 | 15-02-2010 40% | EPMPL
HPE/M26/S- GS/MAHAN/291/FEBR
M/136 dt. 01-01- XKOIF dt. UARY/09-10 dt. 28-02- XKOIF dt.

13 | 2010 5660294.12 | 15-02-2010 2010 7924412 | 15-02-2010 40% | EPMPL
HPE/M26/S- GS/MAHAN/290/FEBR
M/130 dt. 01-01- XKO1D dt. UARY/09-10 dt. 28-02- XKO1D dt.

14 | 2010 3186275 | 15-02-2010 2010 4460784.31 | 15-02-2010 40% | EPMPL

O0LU1002745 . . OOLU 1002745
2 - 3 -
co 7T DL IO 6163758 | 910 Dt 10-02- | FOLOLOBTEII0 24655034 | 910 DL. 10-02-

15| 20H ‘ 2011 300% | EOL
NNK-02-11 Bt 2011-F-088- GS/EOL- 2011-F-088- EOL
17:022001 10789200 | YOK-VDR-001 | A/628/MARCH/10-11 15644340 | YOK-VDR-001

16 Dt. 25-02-2011 | Dt. 10-03-2011 Dt. 25-02-2011 43%

. GS/EOL- EOL

NNK-056-11 Dt. < 12003932780 12003932780

29-09-2011 8693800 | 1y “os-10-2011 | AV/Z4YOCT/IO-1E DL 13035000 1 1y "95-10-2011

17 30-10-2011 50%
08-LD-34-P04 Dt BUGAFACUL 1 66/k01/105/MAY/10- BUGAFACUL EOL
25.05.2010 ‘ 7976675 | VA003 Dt 08- | Poe 0t 10768511 | VA003 Dt. 08-

18 . 06-2010 ' ) 06-2010 35%
CRANE#1 Dt 03- 6830440 | 2011-10/85 D TN e08564 | 201171085 DL EOL
11-2011 04-11-2011 S T 04-11-2011

19 2011 30%

HLCUCHI1102 . HLCUCH!1102 EOL
2 - 3 - -
200314393 D08 179005 | 03245 Dt 0. | S EOLEVITERAD 2249760 | 03245 D 08-
20 02-2011 ' 02-2011 1157%
Note : (i) Though the B/Ls are the same (Columns D & G), the invoice numbers (Columns
B & E) & their values (Columns C & F) are different. i.e. values in Column F
were inflated over those in Column C.

(ii) Scrutiny of B/L’s shows (as discussed below) that the goods were directly
shipped to India (to the Indian entity of Essar Group) implying that the shipper
knew who the actual consignee is and that only the documents were being
routed through GSF.

2.2.3 Based on the details of the invoices shown in Column E of Table-5

above, related bills of entry for import of the invoiced goods into India were

identified, which are tabulated as below :-

Table-6

Details of import consignments cleared on the strength of GSF’s invoices

shown in Column E of Table-5

GSF’s invoice GSF’s Invoice
SR. ! . Bill of Entry No. . RN no./date (invoice VR
NO. IMPORTER| Port of Import Jdate Bill of Lading No. /date raised on EPGL Valulevéli)())ll in
or EPMPL) )
A B C D E F G
GS/SALAYA/34
. . F-11}1 dt. 27-10- SJC02781 dt.  07-10- 6/0CTOBER -
1 EPGl. Vadinar 2010 2010 N10-11 dt. 20-10- 9577594
2010
GS/SALAYA/23
. . F-94 dt. 03-02- SHVOID dt 9/JANUARY/09-
2 EPGI. Vadinar 2010 12-01-2010 10 dt. 30-01- 19899318.92
2010
GS/SALAYA/30
. . F-100 dt. 12-10- XVOIC dt. 08-09- 9/SEPTEMBER/
3 EPGI. Vadinar 2010 2010 10-11 dt. 30-09- 6140588
2010
GS/SALAYA/33
o - F-110 dt. 27-10- 8/OCTOBER
4 EPGI. Vadinar 2010 2B dt. 03-10-2010 10-11dt. 18-10- 25584148
2010
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1094 2910 GS/SALAYA/33
5 EPGL Vadinar ) 2010 o 2A dt. 03-10-2010 7/OCTOBER/10- 14001704
[1dt. 18-10-2010
, GS/SALAYA/27
6 EPGL. Vadinar F'gf’g(‘)'if)"og' XVO2A ‘;‘m 0 24-08- 1 AUGUST/10- 4338944
[1dt. 31-08-2010
GS/SALAYA/26
. . F-87d0 20-09- | XVO2Bdt  24-08- | 9/AUGUST/I0-
7 EPGL. Vadinar 2010 2010 [1dt 31-08- 7970956
2010
GSISALAYA/3I
8 EPGL, Vadinar F"Ozz%‘i(;z""' xvomgtm 08-09- | | /SEPT/10-11dt. 5335822
30-09-2010
GS/MAHAN/21
‘ 001099 di. 23- | SHPO6 & SHPOIB . | 2JANUARY 09-
9 EPMPL Paradeep 02-2010 22-12-2009 10 dt. 06-01- 4603500
2010
GSIMAHAN/I8
, 770723 dL 29- | AHJI45PFOIG dt 08-12- | 2/DECEMBER/O
10 EPMPLL Paradeep 01-2010 2009 9-10 dt. 16-12- 7810147.06
2009
GSIMAHAN/18
. 770718 dt. 29- | AHJI45PFOIF dt 08-12- | S/DECEMBER/O
: 5
11 EPMPL. Paradecp 0122010 2009 9-10 dt. 16-12- 13051323.53
2009
GSIMAHAN/28
. , 520544 dt. 22- | XKOIBdt.  15-02- | S/FEBRUARY/0
12 EPMPL Kolkata RSO o e . 5254942
2010
GS/MAHAN/29
, » 529545 dt 22- | XKOIFdt.  15-02- | I/FEBRUARY/0
13 EPMPL Kolkata RO o o RUARY 7924412
2010
GSIMAHAN/29
‘ _ 529546 dt 22- | XKOIDde  15-02- | O/FEBRUARY/0
14 EPMPL. Kolkata AR oo . 4460784 3 1
2010
] ) GS/EOL/608/FE
Is EOL. Nhava Sheva | 300038 DL.27- 1 QOLUL002745910 DL} 1611 py .- 24635034
04-2011 10-02-201 1
03-2011
GS/EOL-
; . F-05 Dt 18-04- | 2011-F-088-YOK-VDR- | A/628/MARCH/
16 tOL Vadinar 2011 001 Dt. 25-02-201 1 10-11 Dt. 10-03- 15644340
2011
GS/EOL-
; F-00138Dt 30- | 12003932780 Dt. 05-10- | A/249/0CT/10-
17 EOX. Mundra L o 2 oo, 13035000
2011
- . GS/EOL/105/M
18 EOL Vadinar k43 12)(;‘153‘06‘ BUGD?E’;_%S_E(\)’I‘BOO3 AY/10-11 Dt. 10768511
: 28-05-2010
] GS/EOL/257/NO
19 FOL. Vadinar O3 PL I | 0TI0BS L0 Ve vBER/10-1 8898568
2 Dt 07-11-201 |
GS/EOL/609/FE
20 LOL. NhavaSheva | 2041850 DL19- | HLCUCHILI0203245 Dt | 1y "o 2249760
05-2011 08-02-201 1
03-2011
2.2.4 From the above details, it appeared that import clearances, upon

arrival of the goods in India, were effected by the concerned Essar Group
entities (i.e. EPGL, EPMPL & EOL) on the strength of GSF’s invoices (Column F
of Table-6) raised on the respective Essar Group entities which appeared to be

back-to-back invoices against the OEM invoices (Column B of Table-5).

2.2.5 The OEM in the case of fourteen consignments, Sr.No. 1 to 14 of
Table-5, was M/s Harbin Power Engineering Company Limited, China (for
short - HPECL). Scrutiny of the HPECL’s invoices and related bills of lading
(Columns B & D of Table-5 above) revealed that though billed to GSF, the
goods were shipped directly from the load ports in China to the designated por
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of import in India. Scrutiny of the corresponding bills of lading reveals that
HPECL has been declared as the ‘shipper’ and the ‘notifying party’ has been
declared as EPGL or EPMPL, as the case may be, but not GSF. These
observations also hold good in the case of shipments by other OEMs which
were imported into India under invoices of GSF as shown in the Table below

relating to imports by EOL.
Table-6A

Names of the Shipper as per Bill of Lading pertaining to
certain imports by EOL

Name of the OEM Country of Overseas Sr. No. of the Remarks
(M/s) Manufacture Port of import
Shipment consignment
in Table-6 &
Table-5
(A) (B) (C) (D) (E)
UOP LLC, USA USA Norfolk, 15 Goods directly shipped
USA from country of
manufacture
Elliot Ebara Turbo | Japan Yokohama 16 -do-
Machinery

Corporation, Japan

Elliot Ebara Turbo | Japan Yokohama 17 -do-
Machinery
Corporation, Japan

Sungjin Geotech Ltd., | Korea Ulsan 18 -do-
Korea
Morris Material | USA Houston 19 -do-

Handling Inc. USA

UOP LLC, USA USA New 20 -do-
Orleans LA
USA
2.2.6 The values as per the OEM invoices vis-a-vis those of back-to-back

invoices raised by GSF on EPGL, EPMPL & EOL are tabulated below:-
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Table-7

Difference between OEM invoice value and GSF invoice value in respect of
20 consignments at Table-5 & Table 6

VALUE
(FOB in USD)
SR. Difference | Excha | Differenceln
NO. | BE.No./date | Importer | AsperGsF's | InUSD (% | nge (Rs.)
As per OI."]“ invoice raised of D) Rate. (FxG)
invoice raised .
. on Indian
on GSF .
importer
A B C D E F G H
F-111 dt. 27-10- 2376395.51
g
1 2010 EPGL 7201198.5 9577594 + 33%) 45.6 1083636353
2 F-94 dt.03-02-2010 EPGL 14213799 19899318.9 368551972 46.60 264945218
+ 40%)
F-100 dt. 12-10- . 1417058.6
3 2010 EPGI. 47235294 6140588 + 30%) 45.6 64617872.16
F-110dt. 27-10- . 6347946.7
4 2010 EPGL 19236201 25584148 (+ 33%) 456 289466369.5
F-109 dt. 27-10- 3474106.6
5 2010 EPGL 10527597 14001704 (+ 33%) 45.6 158419261
6 F-86 dt. 21-09-2010 EPGL 32140324 4338944 ! I249I0I 64 47.25 53152074.99
(+35%)
7 F-87 dt. 21-09-2010 EPGL 5904411.8 7970956 206634‘?'24 47.25 97644215.34
(+ 35%)
F-102dt. 11-10- . - 1231343.63
g
8 2010 EPGL 4104478.4 5335822 + 30%) 45.6 56149269.53
001099 dt. 23-02- 1193500
9 2010 EPMPIL. 3410000 4603500 (+ 35%) 46.6 55617100
770723 dt. 29-01- 3 < 2024852.94 -
g
10 2010 EPMPI. 5785294.1 7810147.06 +35%) | 472 95573058.77
770718 dt. 29-01- < < 3383676.53 c
11 2010 EPMPL. 9667647 13051323.5 (+ 35%) 47.2 159709532.2
529544 dt. 22-03- < < 1501412
12 2010 EPMPL 3753530 5254942 + 40%) 46.65 70040869.8
529545 dt. 22-03- 2264117.88
13 2010 EPMPIL. 5660294.1 7924412 + 40%) 46.65 105621099.1
529546 dt. 22-03- 1274509.31
;
14 2010 EPMPL 3186275 4460784.31 (+ 40%) 46.65 59455859.31
3335538 Dt. 27-04- < 18491276 -
5655
s 2011 EOL 6163758 24655034 (+ 300%) 452 835805655
F-05 Dt. 18-04- 4855140 <
16 2011 FOL 10789200 15644340 (+ 45%) 452 219452328
F-00138Dt. 30-11- 4339200
17 2011 FOL 8695800 13035000 (+ 50%) 50.05 217176960
F-45 Dt. 23-06- 2791836
18 2010 EOL 7976675 10768511 + 35%) 47.85 133589365
F-65 Dt. 19-12- 2039128
18 2011 FOL 6859440 8898568 (+ 30%) 526 107258133
3541850 Dt. 19-05- < 2070755
20 2011 EOL 179003 2249760 (+ 1157%) 45 93183971
141252165.7 211205396.77 69953229.6 3245241847

Note : The exchange rate shown at Column G of the Table was the effective rate
prevailing on the date when the respective Bills of Entry were filed
clearances.
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Invoice values shown at Columns D and E of the above Table clearly reveal that
GSF had, in its back-to-back invoices raised on the Essar Group entities,
inflated the invoice prices to the extent shown in Column F - both in actual and
percentage terms. It, therefore, appears that the goods imported under the 20
Bills of Entry having aggregate FOB value of 141252165.7 USD (Column D) as
per the OEM invoices were over-valued to the extent of 69953229.6 USD by the
respective Essar Group entities on the basis of inflated invoices raised on them
by GSF. The amount of over-valuation i.e. 69953229.6 USD (Rs. 324.55 crores)
appears to have been remitted, over and above the OEM value, by the Essar
Group entities to GSF, acting as an intermediary invoicing agent. Since the
goods had been shipped directly to India and only documents were routed
through GSF, such huge inflation in value at the hand of the said intermediary

appeared rather unusual and abnormal.

3.0 Visit to Essar Group Corporate office

3.1 Scrutiny of the imports effected by various entities of the Essar
Group including EPGL, EPMPL, EOL and EPIL, as available on the EDI data-
base, revealed that name of GSF was repeatedly appearing as ‘supplier’ in the
case of a large number of consignments imported by one or more of the Essar
Group entities. In view of the illustrative instances of inflated back-to-back
invoicing done by GSF, as brought out in the foregoing paragraphs, Corporate
Office of Essar Group at Essar House, 11 KK Marg, Mahalaxmi, Mumbai-400
034 was visited on 01-10-2013 with the objective of obtaining relevant

documents particularly OEM invoices.

3.2 Shri Vaidyanathan Ashok, Chief Financial Officer of the Essar
Group, among others, was present in the Corporate Office at the material time
and the officers requested him to produce copies of all the invoices raised by
OEMs on GSF in respect of goods imported by Essar Group entities in India, to
which he stated that documents called for were not available with them in
India and that he would have to source the same from the UAE in co-

ordination and consultation with officials of M/s Essar Projects, UAE.

3.3 The above proceedings regarding requisition of OEM documents by
the officers and response of Shri Ashok Vaidyanathan were recorded in a
statement tendered by him on 01-10-2013 under Section 108 of the Customs
Act, 1962 (RUD-4) wherein he deposed, inter-alia, that :-
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He joined M/s Essar Shipping in the year 1997 at Chennai as Deputy
General Manager, Finance; that over the years, he was promoted
within the group to various levels; that presently, he was Chief
Financial Officer of Essar Group; that his responsibilities include
banking relationships (negotiations for raising finance for the

company), strategy (long term planning) and treasury.

During the course of his statement, he acknowledged having been
explained that an investigation was underway in respect of equipment
and machinery imported by various entities of the Essar Group on
invoices raised by GSF, UAE for setting up various projects (power,

refinery, steel) in India.

iii) On being asked regarding their overseas supplier GSF, he stated that

the said firm, based in the United Arab Emirates, was procuring goods
on their (Essar Group’s) behalf as per the Group’s requirement for
eventual supply to one or more of their (Essar Group) entities and
raised sale invoices; that the said firm GSF, once a subsidiary of the
Essar Projects (UAE), was presently an independent company to
the best of his knowledge and that he was not aware of its
constitution, share holding pattern or other details. He, however,
undertook to procure these details and submit the same within ten

days.

iv) On being questioned regarding submission of OEM invoices, he stated

that he had instructed his sub-ordinate, Shri Dhanpat Nahata,
Executive Director, Merger and Acquisitions, to liaison and procure a
few OEM invoices immediately. During the course of the statement, he
divulged that they had interacted with GSF through Essar Projects
(UAE) and had been able to procure six sets of documents - each set
comprising one procurement invoice raised by the manufacturer/OEM
on GSF and the back-to-back invoice raised by GSF on the Indian
importer which is an entity of the Essar Group. Shri Vaidynathan
Ashok put his dated signatures of these six sets of documents as a
token of the said documents having been tendered by him after

sourcing and procuring from GSF, UAE.

On being asked to produce similar set of documents i.e procurement

invoices raised by the manufacturer/OEMs on GSF and the back-to-

back invoices raised by GSF on the Indian importers, alongwith the

T
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corresponding Bills of Lading for all shipments imported into India by
one or more entities of the Essar Group, he undertook to produce the
said documents by 04-10-2013. In relation thereto, on being
specifically asked, he also undertook to produce copies of
Contracts/Agreements entered into by GSF with various overseas

manufacturers, if any.

3.4 Documents produced by Shri Vaidyanathan Ashok viz. the six
OEM invoices and the corresponding back-to-back invoices raised by GSF on
the Indian importers were examined and correlated with relevant import

documents. Information from these documents is tabulated below:-

Table-8

Six OEM invoices (raised on GSF) and corresponding back-to-back GSF
invoices on Indian importers (Essar Group entities) submitted by Shri
Vaidyanathan Ashok, CFO, Essar Group on 01-10-2013

Sr.No. | INVOICES RAISED BY VARIOUS OEMs ON CORRESPONDING BACK-TO-BACK INVOICE | Difference B.E.
GSF RAISED BY GSF ON INDIAN IMPORTERS (USD) (% No.
of D) /date
Name of the invoice No. Value Invoice no. /date Name Of Invoice
OEM /date (FOBin The Value
USD) Importer (FOB in
USD)
A B C D E F G H 1
Shandong Aneng X <
|| ConvevorBeli& | ANSI0020L |y 0| GESHLA200809au | RS L gers | P
Rubber Co. Ld. 17-10-2008 - 12-11-2008 (Hazira + 15%)
s Limited 2008
. PR China
Qinhuangdao . .
North Metal QNMH-Essar- GS/ESHL/30/08-00 dr, | Fssar Steel agi032 | 140d
2 Hose Co. 114 MT08-01 dt. 26- 160344 17-06.2008 (Hazira) 208447.2 + 30%) 16-07-
S 05-2008 . Limited ° 2008
PR China
Morris Material . . F-65 dt.
. R Crane # 1 dt. 03- GS/EOL/257/November Essar Oil 2039128
3 Handling inc. 112011 6859440 10011 dt 07-11-2011 Limited 8898568 +30%) | 1
(Kone Cranes) 2011
, . . . F-45 dt.
KoneCranes | STMO00586586B GS/EOL-A/158/July/11- |  Essar Oil . 961539
4 -08-
Inc., USA dt. 20-06-2011 2538461 12 dt. 24-07-2011 Limited 3500000 (+ 38%) 3200??
. Morris Material |\ 4 4)5750.51.1 GS/EOL/166/JULY/T1- |  Essar Oil 197552 | Fraddt
? Handling Inc. |,y 5 560017 | 493880 (2 dt. 27-07-201] Limited 691432 ra0%) | O%
(Kone Cranes) : serme mite ( o) 2011
o | Flowseveus | REEFOSIITI 1 GSEOLSesFEBNO- | EssarOil | o 125147 | THOR0
INC.. USA 12011 11 dt. 10-02-2011 Limited . +15%) | 035001

A comparison of the values as per OEM invoices vis-a-vis values in the
corresponding back-to-back invoices raised by GSF on the Indian importers in

the above six cases revealed inflation of invoice prices by GSF in the back-to-
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back invoices in line with similar observations in respect of 20 consignments as

analysed earlier (refer para 2.2.6 above).

3.5 A summons was also issued on the same day i.e. 01-10-2013
under F.No. DRI/MZU/C.1.-19/13 to Shri Tapash Bhattacharya, Chief
Financial Officer of EPIL, in relation to goods imported by EPIL on invoices
raised by GSF seeking his presence on 04-10-2013. A statement of Shri Tapash
Bhattacharya, was recorded under Section 108 of the Customs Act, 1962 on
04-10-2013 (RUD-5) in the context of import of goods by EPIL on invoices
raised by GSF, wherein he deposed, inter-alia, that :-

i) After graduating in Commerce from Shriram College of Commerce,
Delhi, he completed his post-graduation diploma in Management
from [IM Ahmedabad in 1980.

ii) His work career started with a job in M/s Voltas in 1980; that he
joined M/s Hindustan Lever Limited in Mumbai as Accounts
Officer where he continued upto 2004; that in 2004, he joined M/s
Reliance Infocomm as Head (Commercial) of Wireles Business,
where he continued till 2008.

iii) In 2008, he joined M/s Essar Projects (India) Limited as Chief
Financial Officer in Mumbai; that as a CFO, he was responsible for
raising finance, monitoring profitability, accounts and
Management Information Systems (MIS)

1v) He was aware of the customs rules and regulations relating to
import and export.

Note : Investigation later revealed Shri Tapash Bhattacharya was one of the Directors of GSF

during 2008-2009. However, he did not divulge this information during his above
statement.

3.6 Shri V. Ashok failed to honour his commitment given by him in his
statement dated 01-10-2013 and did not submit the requisitioned documents
on the due date i.e. 04-10-2013. Accordingly, summons F.No. DRI/MZU/CI-
11/2013-14 dated 04-10-2013 seeking his presence on 07-10-2013, with
directions to produce all the requisitioned documents that he had undertaken

to submit in his statement dated 01-10-2013, was issued to him.

3.6.1 Shri V. Ashok appeared on 07-10-2013 and his another statement
was recorded under Section 108 of the Customs Act, 1962 (RUD-6). During his
statement, he was shown a copy of his statement recorded on 01-10-2013 and
he confirmed it to be true and correct and put his dated signature in to

thereof.
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3.6.2 In his statement recorded on 07-10-2013, he re-iterated that in his
earlier statement dated 01-10-2013, he had undertaken to furnish certain
documents i.e. procurement invoices raised by OEMs on GSF and the back-to-
back invoices raised by GSF on the Indian importers viz. Essar Group entities
alongwith copies of the corresponding bills of lading in respect of all the
shipments imported into India by one or more of their group companies. He
also acknowledged having undertaken to  produce copies  of
Contracts/Agreements entered into by their supplier GSF, subsidiary of Essar
Projects (UAE) at one point of time, alongwith constitution, share holding
pattern and other details about GSF. On being asked to explain non-
submission thereof, he stated that he had personally informed concerned
officials of the respective Essar Group companies and instructed each one of
them to comply with the requirements. He further stated that as per his
understanding, each individual company had in turn made a request to GSF
for the required documents; that the process of retrieval and compilation of the
requisitioned documents was in progress and was taking some time. He,
therefore, requested for few more days to submit the requisitioned documents.
He stated that he would procure the back-to-back set of invoices involving GSF
by 11-10-2013. He assured that he would continue to co-ordinate with the
concerned officials of the respective group companies of the Essar Group for

expediting procurement of the requisitioned documents.

3.6.3 Despite repeated commitments and undertakings, Shri V. Ashok,
Chief Financial Officer of the Essar Group, once again failed to submit the

requisitioned documents.

3.7 Thereafter, additional information and documents relating to
imports by various entities of the Essar Group on invoices raised by GSF since
inception of such practice were sought from the CFO, Shri V. Ashok vide DRI
letter F.No. DRI/MZU/CI-11/2013-14 dated 17-10-2013 (RUD-7).

4.0 During the investigation, it was gathered that in addition to Axis
Bank, DIFC Branch, Dubai, OEM invoices pertaining to transactions involving
sourcing of goods by GSF from various OEMs for shipment to Essar Group
entities in India had been negotiated through other overseas based banks also
with whom GSF maintained accounts. It appeared that the OEM invoices
would necessarily be available on the records of such negotiating banks and,
accordingly, efforts were made to identify such other overseas banks where
GSF held accounts. Enquiry revealed that besides Axis Bank, DIFC Branch,

Dubai, GSF also held accounts with other banks whose services it had utilised
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to route/negotiate documents & transact business with respect to Essar Group
entities in India as well as overseas based OEMs. The names of the following

banks and their branches were identified :-

i) Indian Overseas Bank, Ruttonjee House, 11, Duddell Street, Hong
Kong.
11) Bank of India, 63, Queen Victoria Street, London.

ii) ICICI Bank Limited, Unit 1504B-1505, Level 15, International

Commerce Centre, 1 Austin Road West, Kowloon, Hong Kong

4.1 Pursuant to the identification of the banks,
information/documents, as were sought from AXIS Bank, DIFC, Dubai (para
2.1 above refers), were also sought from each of the above bank branches in
relation to GSF, vide DRI letters F.No. DRI/MZU-CI-11/2013-14 dated 04-11-
2013 (RUD-8).

5.0 During investigation, it was gathered that one person named Shri
Vithal Ganesh Palsule, who at the material time was serving the Essar Group
as a Vice President of Essar Refinery Projects Ltd., had been actively associated
with the business affairs and functioning of GSF in the past. Accordingly,
presence of Shri Vithal Ganesh Palsule, Vice President, Essar Refinery Projects
Ltd., was sought on 13-01-2014 vide summons dated 09-01-2014 issued under
F.No. DRI/MZU/CO-11/2013-14 to record his evidence. A statement of Shri
Vithal Ganesh Palsule, Vice President, Essar Refinery Projects Limited, was
recorded under Section 108 of the Customs Act, 1962 on 13-01-2014 (RUD-9)

wherein he stated, inter-alia, that :-

i) He joined Essar Group in the company named M/s Essar Oil Limited
for the Vadinar Refinery Project as Deputy Manager at Mumbai in
1989; that by the time the Vadinar Project ended sometime in the year
2008, he was elevated to the position of Vice President (Projects); that
between 2008 and 2009, he worked for a firm which is presently
known as Essar Projects (India) Limited, where he handled the

Vadinar Refinery Expansion Project.

ii)  Pursuant to the above, he joined a firm named GSF in China on the
directions of Essar Projects (India) Limited and that GSF was an

Essar Group company at that point of time. On being specifically
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asked to state who had borne his air travel expenses to visit China for
joining GSF, he replied that the expenses were borne by the Essar
Group since it was at their (Essar Group’s) behest that he had joined
GSF; that as an employee of GSF, he was in-charge of their China

representative office.

Various Essar Group entities viz. M/s Essar Power Gujarat Ltd, M/s
Essar Power Maharashtra Limited, M/s Essar Power M.P. Limited and
M/s Essar Power Jharkhand Limited (all in the power sector
business) had placed orders for supply of goods (Offshore Equipment
Supply) on GSF, who had in turn placed orders on China based OEMs
for procurements. He further added that in the context of these
orders, his responsibilities included post-order follow up to expedite
supplies, which included inspection of the goods at the OEMs’

premises and co-ordination for shipment of goods to India under such

orders placed by Essar Group entities through GSF.

On his request, he was relieved from GSF in about January 2011 and
was placed on M/s Essar Power (for Navabharat Project Limited) as

Project Manager.

In the year 2013, he joined M/s Essar Projects India Limited as Vice
President and was associated with the Dangote Refinery Project; that
he had tendered his resignation from Essar Projects India Limited,
recently in October 2013 and that his resignation had since been
accepted by the company; that he stood relieved with effect from 10th
January 2014. On being further questioned, he stated that he was
slated to join M/s Dangote Industries Limited in Nigeria as Director

(Projects).

On being asked to name his predecessors in the China representative
office of GSF, he named Shri D.V. Choudhary, who was stated to be
presently on the payroll of Essar Projects (I) Limited (Hydrocarbons
Division) as Head (Procurement). On being asked about the employees
of GSF who had worked with him during his tenure in China, he
recollected Shri Kush Singh (presently the head of the China
representative office of GSF) having worked under him. He named
Shri Aruni Mishra, Shri Navin Shetty, Shri Mahesh Raheja, Shri
Mahesh Diyora, as his colleagues at one point of time, while adding

that they still continued to work in the China representative office of
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GSF at Harbin in China. He further stated that all the
aforementioned persons had joined GSF on the directions and at

the behest of Essar Group companies.

On being asked, regarding different contracts signed by GSF with
various OEMs and vendors during his tenure in China, he stated that
as far as he could recollect, GSF had signed contracts with a Chinese
OEM named M/s Harbin Power Engineering Company Limited for
supply of Boiler Turbine Generator (BTG) equipment for the
Jharkhand Power Project. On being specifically asked about signing of
any other contracts/agreements or any contract signing ceremony
held with M/s Harbin Power Engineering Company Limited for Salaya
or Mahan Projects, he admitted to being a witness to the signing of
the contract for the Mahan (expansion project) - 2 x 600 MW thermal
coal based power project; the Jharkhand Power Project - 2 x 600 MW
thermal coal based power project; and the Navabharat Power Private
Limited - 2 x 525 MW coal based thermal power project. On being
asked regarding the approximate contract amount for 2 x 600 MW
signed between GSF and M/s Harbin Power Engineering Company
Limited, he stated that as far as he could recollect, the approximate
contract/agreement value for 2 X 600 MW was roughly about USD
350 Million. On being further questioned, he stated that apart from
him, Shri Shyam Bagrodia (currently serving with Essar Projects India
Limited as mentor) and Shri Soumya Parida (working under Shri
K.V.B. Reddy, CEO of Essar Power Limited) were also witnesses to the

signing of the contracts.

On being asked about his salary during his tenure in the China
representative office of GSF, he stated that he was paid a gross salary
of USD 2,50,000 per annum approximately. On being asked about the
mode of receipt of the salary, he stated that the amount used to be
transferred from Dubai into his account with ICBC Bank in Beijing.
On being asked about his role and documents received for acceptance
and shipment to India from M/s Harbin Power Engineering Company
Limited, he stated that he used to receive the INCO terms invoices,
packing lists and other shipping documents in respect of every
shipment. On being asked to name persons from Essar Group entity
visiting China for review of engineering and/or inspection of the cargo

to be shipped/supplied by M/s Harbin Engineering Company, if any,
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he stated that following employees of Essar group from India used to

visit China for engineering review :

a) For the Salaya project, Shri Mayank Doshi, serving as Project
Head for the Salaya Project and his team members visited China
before he joined. Shri Deepak Rodrigues, serving in the
Commercial Department in Essar Corporate Office had also visited
China. Shri Nitesh Nath, who was then Joint General Manager of
Essar Power, used to visit in relation to the Mahan and

Jharkhand projects.

b) Shri Tapash Bhattacharya, currently the CFO of M/s Essar
Project (India) Limited, visited Harbin in the year 2010 for
finalising the service contracts between M/s Harbin Power
Engineering Company Limited and M/s Essar Projects India
Limited for Salaya and Mahan power projects relating to erection

and commissioning.

¢) Shri Bhowmik of M/s Essar Steel Hazira Limited visited China for

inspection of refractories near Beijing.

d) Shri KVB Reddy, CEO of Essar Power Limited had visited Harbin

Power Engineering Company Limited for overall project review.

6.0 From the deposition made by Shri Vithal Ganesh Palsule, it
appeared that employees of various entities of the Essar Group in India were
assigned to work in GSF. It further appears that the Essar Group deputed
various persons employed in one or more of its group companies in India to
China/Harbin Power Engineering Co. Ltd., the OEM for shipment of BTG
equipments for the power projects being set up, inter-alia, by EPGL and
EPMPL. It further appeared that the value of BTG supplies of Chinese origin
supplied by a manufacture exporter (Harbin Power Engineering Co. Ltd.,
China) for a thermal coal based power project of 2 x 600 MW capacity (as is the
case with power projects being set up by EPGL at Salaya in Gujarat and
EPMPL at Mahan in Madhya Pradesh) was about USD 350 Million.

7.0 Based on depositions made by Shri Vithal Ganesh Palsule, a
summons F.No. DRI/MZU/CI-11/2013-14 was issued on 20-01-2014 seeking
appearance of Shri Shyam Bagrodia, Executive Director of Essar Projects

(India) Limited on 23-01-2014.
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7.1 Shri Shyam Sunder Bagrodia appeared on 23-01-2014 and his
statement was recorded under Section 108 of the Customs Act, 1962, (RUD-10)

wherein he stated, inter-alia, that :-

i) He was a mechanical engineer from IIT Kharagpur and an MBA from
University of Rochester, New York; that he had joined M/s Essar Oil
Limited sometime in 1993 as Senior Vice President and was looking
after commercial and procurement matters including setting up of the
new refinery at Vadinar, Jamnagar in which he made significant
contribution in all commercial and contract related issues; that he
continued as Senior Vice President till he was elevated to the level of
President (Refinery Expansion Project) sometime in 2005-06 since the
capacity of the refinery was being increased from 12.5 MTPA to 20
MTPA in various stages by setting up several new units of high
complexity and cost; that there was also a proposal to set up a new
train of identical capacity to double the overall capacity for which the /
basic engineering was carried out in part by UOP LLC, Chicago, USA
and with a view to expediting completion of setting up, vendors were
approached to ascertain feasibility; that some of the vendors had even
commenced their own initial engineering; that in his capacity, orders
were placed by M/s Essar Oil Limited on GSF in the UAE for supply of
equipments of foreign origin and with Essar Projects for supply of
equipments of Indian oﬁgin & for carrying out construction; that in the
last quarter of the year 2008, when there was a global economic crisis,
the lenders withdrew the financing support to Essar Oil Limited and,
therefore, the orders placed had to be kept in abeyance; that he was
thereafter transferred to Essar Projects to look after the procurement
work and currently, he was developing opportunities for setting up
major Engineering Procurement and Construction (EPC) Projects in

Venezuela.

ii) On being specifically asked regarding his role in Essar Projects
Limited, he stated that his role was procurement of onshore
equipments for which Essar Projects had received contracts from
various entities of Essar Group and other independent entities.
Sometimes, he was requested by Essar Group companies to assist
them in respect of various issues and delays they had been facing in

implementation of the projects and, inter-alia, delivery of equipments-

both onshore and offshore equipments, due to various factors such a5 5>
SRR
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land, environmental approval, delay in disbursement of funds by
lenders etc. On being asked about the Essar Projects (India) Limited
signing any Offshore supply/procurement agreements with any foreign
entity for any Essar Group entity or project in India, during his tenure
in Essar Projects, he stated that he recollected an order placed by
Essar Projects on a company named IDE, Israel for supply of water
treatment plant for Essar Oil Limited. He undertook to produce further
information, if there were any other offshore supply/procurement
agreements with any foreign entities for any Essar Group entity project

in India, during his tenure in Essar Projects.

On being asked regarding his visits to China and purpose thereof, he
stated that he had visited China on various dates for discussions with
Chinese vendors, at the request of various Essar Group entities viz.
Essar Oil Limited and various Essar Power & Essar Steel entities to
address their problems regarding delay in project implementation for
want of various clearances in India. On being specifically asked about
specific issues for visiting China, he stated that specific issues with the
Chinese vendors were to explain and /or review, at the request of
Essar Group companies, the reasons for delay in project

implementation in India such as :-
a) Delay in procurement of land in India

b) Delay in obtaining environmental clearance & other statutory

approvals from relevant departments of Government of India.

He further stated that he had also signed as witness, on behalf of the
signatory Shri Pradeep Chokhany of GSF, to few contracts executed
between GSF and M/s Harbin Power Engineering Company Limited.
On being asked about visits to China on various occasions, he stated
that as far as he remembered, he had signed as a witness to Contract

between GSF and the Chinese vendor only on one occasion.

On being asked as to in how many Essar Power entities, M/s Essar
Projects was an EPC contractor for setting up of power projects in
India, he stated that several entities of Essar Power i.e. at Mahan,
Salaya, Tori, Vadinar, had placed orders with EPIL for supply of
indigenous equipment (for which he was responsible) and

construction (for which he was not responsible).
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He was asked to re-confirm whether his scope and responsibility as
an authority of Essar Projects was to only look after the supply of
indigenous equipment to various entities of the Essar Group
including power and other outside entities (emphasis added in bold),
he reconfirmed that his primary scope and responsibility as an
authority of Essar Projects was to look after supply of indigenous
equipment to various entities of the Essar Group including power
and other outside entities and also to explore business development
opportunities for Essar Projects in Venezuela and other countries.
However, on many occasions, he had, at the request of Essar Group
companies, visited vendors outside India for project review and

implementation purposes.

On being asked to submit documentary evidence of Essar Group
company’s request and authorisation for him to visit China, as
mentioned above, he assured to produce the same within six days
time. On being asked to name overseas countries he had visited on
similar requests from M/s Essar Oil Limited, he stated that to the
extent he remembered, he had visited South Korea, China and may be
other Schengen countries, in respect of which he assured to produce

information within six days.

On being asked to state the specific purpose related to Essar Oil for
which he had visited South Korea, he stated that he had specifically
visited Doosan Industries in South Korea in respect of supply of (VDU)
reactor for Essar Oil Refinery at the request of Essar Oil Limited to
address several and serious quality issues in equipment ordered by
GSF.

On being asked if he had visited any foreign country on the request of
any Essar Group Company (other than Essar Oil Limited and Essar
Power companies) in relation to supply that was to be made by GSF,
he stated that he remembered to have visited Japan at the request of
Essar Steel Hazira. He stated that he had also visited Dubai on
several occasions for discussions with GSF at the request of various
Essar Group entities to explain reasons for delay in project
implementation as above and in a few such meetings, the vendors had

also been called by GSF and were present.
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During the course of his statement, it was pointed out to him that in
the years 2004 and 2005, he had visited Singapore on several
occasions and in the context of those visits, he was asked to explain
the reasons and purpose thereof to which he stated that he was not in
a position to recollect at that juncture and that he would revert with

the information within a week’s time.

In the context of his various visits to China as deposed above, he was
asked if he ever interacted directly with M/s Harbin Power
Engineering Company Limited with regard to their supply contract
with GSF. He responded by stating that at the request of concerned
Essar Group companies, he had visited M/s Harbin Power
Engineering Company Limited for discussions regarding supplies to
various power projects of Essar Power and associate companies and
to explain reasons for delay as also to sign as a witness to some of the
contracts between M/s Harbin Power Engineering Company Limited

and GSF.

He was questioned whether GSF had authorised him to discuss issues
relating to their (GSF’s) contract with M/s Harbin Power Engineering

Co. Ltd., he stated that he was not so authorised.

On being asked if he was aware about contractual agreement & scope
of supply between M/s Harbin Power Engineering Company Limited
and GSF before visiting the former in China, he divulged that he was
not aware of any contractual agreements and scope of supplies
between M/s Harbin Power Engineering Company Limited and GSF
before visiting M/s Harbin Power Engineering Company Limited in
China.

He was asked as to whether he was aware that the agreements
between M/s Harbin Power Engineering Company Limited and GSF
were for supply of Boiler, Turbine, Generator (BTG) or Balance of
Plant (BOP) or complete power plant, he stated that in his capacity of
having been a witness to the signing of the contract, he had been
informed that the agreements between M /s Harbin Power Engineering
Company Limited and GSF were for supply of Boiler, Turbine,
Generator (BTG).

He requested that he may be permitted to re-appear on 30-01-2014 to

continue with his statement on the plea that his visit to Europe for
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project work on behalf of the company had already been scheduled.
He undertook to appear before DRI to continue with his statement on
Thursday the 30th of January 2014 and, inter-alia, provide answers to
the information that he was not in a position to provide during the

course of his statement recorded on 23-01-2014.

7.2 Shri Shyam Sunder Bagrodia failed to appear on 30-01-2014 as
promised by him in his statement dated 23-01-2014 recorded under Section
108 of the Customs Act, 1962. He also failed to produce the
documents/information he had undertaken to produce in support of various

depositions made by him in his statement dated 23-01-2014.

7.3 From the depositions made by Shri Shyam Bagrodia, it appears
that he had visited OEMs i.e. M/s Harbin Power Engineering Co. Ltd., in China
and M/s Doosan Industries in South Korea and had also made visits to Japan
and Singapore. Having admitted that his visit to Harbin Power Engineering Co.
Ltd, China was not at the behest of GSF, it is apparent that the discussions he
had with M/s Harbin Power Engineering Co. Ltd, China were for and on behalf
of the power sector entities of the Essar Group viz. EPGL & EPMPL. On paper,
the Essar Group entities in power sector viz. EPGL and EPMP had signed
agreements with GSF (and not with M/s Harbin Power Engineering Co.
Limited, China) for supply of goods required for the power projects, but in
reality, the officers of Indian importing entities of the Essar Group were
interacting directly with M/s Harbin Power Engineering Co. Ltd, China as well
as other OEMs which appears to indicate that GSF was a supplier on paper
who acted merely as an intermediary invoicing agent lacking the credentials or
technical expertise of a genuine supplier, necessitating the visits by qualified

officials of the Essar Group.

7.4 It appears that GSF was shown on paper as supplier, while for all
practical purposes, the Essar Group entities in India were dealing with the
OEMs for supply of the goods. It further appears to indicate that GSF was
created by Essar Group with the sole purpose of acting as an intermediary
invoicing agent to raise inflated invoices on various Essar Group entities and

facilitate over-invoiced clearances in India.

8.0 Know Your Customer (KYC) documents relating to GSF and other

related companies received from various banks

During investigation, at various stages, documents were requisitioned

and received from various banks. Description
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contained therein and analysis thereof in brief, relevant this investigation, is
given in Annexure-A (RUD-11 to RUD-71 feature in Annexure A) to this Show
Cause Notice to understand the share-holding pattern, holding structure,
directorship and senior management of various companies such as GSF and its

related companies in relation to imports by the Essar Group entities.

9.0 Investigation revealed that the Essar Group had its own web-site
which appears to have been registered by the domain name ‘Essar.Com’. On or
about May-June 2014, the web-site was accessed for its contents. One of the
links titled ‘Businesses’, ‘inter-alia’ contained a sub-link titled ‘Infrastructure’,
which in turn, contained, inter-alia, another sub-link titled ‘Projects’. Accessing
the sub-link titled ‘Projects’ led to opening of a web-page which displayed
information about Essar Projects Limited. The web-page provided various links
out of which the one titled ‘Leadership Team’ was accessed. The captioned

heading in the web-page is reproduced below:-

‘Our business is empowered by a committed
management team. The team brings in expertise,
experience and superior domain knowledge,

enabling us to achieve more’.

The said web-page provided a list of Directors of the company i.e. Essar
Projects Limited, alongwith their respective photographs and a brief write-up
on each of the Directors listed therein. The following names were forthcoming

in the said web-page :-

1) Mr. Alwyn Keith Bowden, Director & CEQ
1) Mr. Tapash Bhattacharya, Director & CFO
1) Mr. Firdhose Coovadia, Director

iv) Mr. Pradeep Chokhany, Director

V) Mr. Mukul Rohatgi, Director

Regarding Mr. Pradeep Chokhany, the web-page interalia, stated that ‘Mr.
Pradeep Chokhany has more than 28 years of project management experience in
reputed EPC firms and in international trading across the globe. He is currently

positioned in Dubai as a resident Director of the Company’. (RUD-72)

9.1 The ongoing investigation also revealed that Mr. Pradeep

Chokhany was one of the Directors and a key person in GSF having signed
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his evidence in relation to import of goods by various entities of the Essar
Group from GSF, a summons under Section 108 of the Customs Act was
prepared under DRI/MZU/CI-11/2013-14/5267 dated 02-06-2014 seeking his
presence on 09-06-2014. Enquiries revealed that Shri Alwyn Keith Bowden,
Director and CEO, of Essar Projects Limited, inter-alia, had an office at Essar
House, the Group’s corporate office in Mahalaxmi, Mumbai. Accordingly, vide a
letter F.No. DRI/MZU/CI-11/2013-14/5267 dated 02-06-2014 (RUD-73)
addressed to him, it was, inter-alia, communicated to him that presence of
Shri Pradeep Chokhany, Director was required by the DRI under Section 108
of the Customs Act, 1962 in connection with import of goods invoiced by GSF.
The summons in original in the name of Shri Pradeep Chokhany, Director was
forwarded to Shri Alwyn Keith Bowden, Director & CEO, under the said letter
with a request to ensure delivery thereof to him for presence on the designated
date and time. A copy of the letter enclosing the summons was mailed as an
attachment to the known e-mail ID of Shri Alwyn Keith Bowden viz.
alwyn.bowden @ essar.com on the same day i.e. on 02-06-2014. In response
thereof, Shri Alwyn Keith Bowden forwarded an email on 03-06-2014 wherein
he stated that Shri Pradeep Chokhany was currently overseas and that
nevertheless, they had forwarded DRI’s email with a request that he (Shri
Pradeep Chokhany) made all efforts to attend as required.

9.2 Shri Pradeep Chokhany failed on appear on the designated date
1.e. 09-06-2014. This was brought to the notice of Shri Alwyn Keith Bowden,
Director and CEO through a letter F.No. DRI/MZU/CI-11/2013-14/5547
dated 10-06-2014. Vide the same letter, another summons in the name of Shri
Pradeep Chokhany, seeking his attendance on 16-06-2014 was forwarded to
Shri Alwyn Keith Bowden, with a similar request for presence of Shri Pradeep
Chokhany on the designated date and time, in his capacity of heading the
company and holding a responsible position as a Director & CEO. The letter
alongwith the summons was mailed to him on the same date i.e. 10-06-2014.
In his response received via mail on 13-06-2014, he stated that Mr. Pradeep
Chokhany had never been a Director nor was he in employment with Essar
Projects India Limited; therefore he was unable to deliver the said summons to

Mr. Pradeep Chokhany and the un-served summons was being returned.
9.3 The second summons to Shri Pradeep Chokhanyas above was

issued to him in his capacity as Director in Essar Projects (India) Limited, as

was the case with the first one. However, from response of Shri Alwyn Keith
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Bowden (Para 9.2 above), it appears that he took a stand contrary to the stand

taken by him in his initial response (Para 9.1 above).

9.4 Investigation further revealed that the web-page featuring the
details of Shri Pradeep Chokhany as a Director of Essar Projects Limited was
no longer available on the company’s web-site on and with effect from the date

of Shri Alwyn Keith Bowden’s second response i.e. 13-06-2014 onwards.

9.5 This sequence of events were brought to the notice of Shri Alwyn
Keith Bowden through a letter dated 20-06-2014 which was sent to him by
mail and clarifications were sought on the employment details of Shri Pradeep
Chokhany in relation to the Essar Group. In his final response received by e-

mail, he made the following submissions:-

) That Mr. Pradeep Chokhany was not currently working with Essar
Projects (India) Ltd. in any capacity whatsoever.

1i) That he was earlier employed with Essar Construction (India)
Limited, now known as Essar Projects (India) Limited from 01-08-
2006 to 31-03-2007 & that he was located at Mumbali at that time.

i)  That he left the company [Essar Projects (India) Limited] at that
time (31-03-2007) and that these events pertained to a period prior
to his joining Essar Projects (India) Limited.

iv) That subsequently Mr. Chokhany joined Essar Projects Middle
East FZE, a company based in Dubai, on 14-01-2013.

Y| That he had forwarded DRI’s mail with summons to Mr. Chokhany
vide his e-mail dated 03-06-2014.

vi) That Mr. Pradeep Chokhany resigned from Essar Projects Middle
East with effect from 07-06-2014.

vii)  That the last known address of Mr. Pradeep Chokhany as per the
company records as stated in his resignation letter was Opal IV,

Mankhool, Burj Dubai, UAE.

9.6 From the above, it appears that despite having received the
summons issued to him, Shri Pradeep Chokhany failed to honour the same
and remain present on the designated date and time. It appears that Shri
Pradeep Chokhany, (refer Annexure ‘A’) who represented GSF between the
years 2007 and 2012 in various capacities, was aware that the DRI

investigation was in respect of import of goods invoiced by GSF, a comys;
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based in the UAE, which he had joined on 31-03-2007 and where he continued
to serve in various capacities and where he was actively involved in the day to
day as well as overall functioning and played a pivotal role. Interestingly, Shri
Alwyn Keith Bowden, while providing details of employment of Shri Pradeep
Chokhany in various Essar Group companies, chose to remain silent on the
employment details of Shri Pradeep Chokhany, particularly during the period
between 31-03-2007 to 14-01-2013, the period during which as it appears Shri
Pradeep Chokhany, inter-alia, actively managed, controlled & supervised
activities of GSF, in addition to being a Director in EPL, the parent-holding
company of GSF.

10.0 The letter dated 21-10-2013 from/on behalf of M/s Enterprise
Emerging Markets Fund (EEMF) written to the Board of Directors of GSF, UAE
regarding ‘Confirmation of Ownership’ of GSF (as brought out at para 2.7 of
Annexure-A) mentions, inter-alia, that 100% of the beneficial ownership of
GSF is held by EEMF, an open ended investment company registered in
Curacao through its wholly owned subsidiary Seppest Holdings Limited,
Cyprus. It further mentioned that M/s Amicorp Investment Limited, a limited
liability company incorporated and existing under the laws of Cyprus had the
ultimate ownership of 100% of the voting shares of EEMF. Going by these
submissions, it appeared that M/s Amicorp Investment Limited was the parent
company of GSF. Efforts were made to ascertain veracity of the statements
made in the letter dated 21-10-2013 regarding ‘Confirmation of Ownership’. In
the process, one of the group entities of the Amicorp group having existing
operations in Bangalore, India viz. Amicorp Advisory Services Private Limited
was identified and it was gathered that one Shri Kiran Kumar was its Chief

Operating Officer.

11.0 Summons was issued under F.No. DRI/MZU/CI-11/2013-14 dated
09-06-2014 seeking the presence of Shri Kiran Kumar, Chief Operating Officer,
M/s Amicorp Advisory Services Private Limited, a group company of the
Amicorp Group, having its office in Bangalore, on 12-06-2014 with a view to
obtain information regarding M/s Amicorp Investment Limited. A scanned
copy of the summons was sent via email on 09-06-2014 to the E-mail Identity

of Shri Kiran Kumar (k.kumar@amicorp.com) with a request to remain present

on the said date. He was specifically directed to produce documentary evidence

regarding stake of M/s Amicorp Investment Limited, Cyprus in GSF. Shri Kiran

Kumar responded vide an e-mail dated 11-06-2014, in which, Whil¢ .
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acknowledging receipt of the summons, he stated, inter-alia, that he did not
hold any fiduciary responsibility with M/s Amicorp Investments Limited,
Cyprus or M/s Amicorp Advisory Services Private Limited, Bangalore and that
he was not privy to any information regarding any investments made by the
said entities. He further stated that he did not hold any fiduciary or operational
responsibility nor did he have any knowledge of the activities of M/s Global
Supplies (UAE), Dubai. He conveyed his inability to remain present on 12-06-
2014 on account of his travel commitments. He attached a copy of his letter
dated 11-06-2014 reiterating what he had conveyed in his email. He followed it
up with another e-mail dated 12-06-2014 addressed to DRI wherein he stated,
interalia, that he was travelling and would return to Bangalore in the
subsequent week. He further stated that based on the audited Financial
Statements of the Group, M/s Global Supplies UAE FZE was not part of their
structure (Armicorp’s structure) and therefore, he was not aware of any
investment by the Amicorp Group of companies in GSF. He, however, stated
that he had forwarded DRI’s request to their corporate secretarial team
(incharge of the maintaining the group structure and investments) and had
asked to source the information they had on their records while assuring that

they would do their best to assist the investigation.

12.0 Documents obtained from overseas banks revealed that Shri
Tapash Bhattacharya had held the position of a Director in GSF as on 28-12-
2008. During his initial statement recorded under Section 108 of the Customs
Act, 1962 on 04-10-2013, he appears to have suppressed this fact (Para 3.5
above refers). Therefore, another summons was issued to him under F.No.
DRI/MZU/CI-11/13-14 dated 11-06-2014 seeking his presence on 12-06-
2014.

12.1 Further statement of Shri Tapash Bhattachary, CFO, EPIL was
recorded under Section 108 of the Customs Act, 1962 on 12-06-2014 (RUD-
74). During his statement, he was shown his earlier statement recorded under
Section 108 of the Customs Act, 1962 on 04-10-2013. Upon perusal thereof, he
confirmed the contents thereof as true and correct. In his statement dated 12-

06-2014, he deposed, inter-alia, as under:-

1) In addition to being a Chief Financial Officer (CFO) for Essar Projects
(India) Limited, he held/was holding Director’s position in several
companies as below :-

a) Essar Projects (India) Limited from 2008 onwards.

with effect from 05-06-2014)
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b) Essar Offshore Sub-sea Limited, which is a 100% subsidiary of
Essar Projects (India) Limited from 2008 onwards. (Resigned
with effect from 05-06-2014)

c) Essar Projects Limited, UAE [holding company of Essar Projects
(India) Limited] since 2009 till date.

d) Krios Holdings Pte Singapore, a subsidiary of Essar Projects
(India) Limited

e) Essar Projects Indonesia

f) Tirunalveli Wind Farms, subsidiary of Essar Projects (India)
Limited. (resigned w.e.f. Jan or Feb 2014)

g) Global Supplies (UAE) FZE in which he was a Director between
28t December 2008 and 30t September 2009.

h) Essar Projects East Africa

11) On being asked to furnish Financial Statements of Accounts (Balance
Sheet and Profit and Loss Account) in respect of EPL, UAE for the last
five financial years, he undertook to obtain the same from the
company and submit within five days.

111) On being asked if he had signed any agreements/contracts for and on
behalf of GSF, when he admittedly was a Director in the said firm, he
stated that he had never signed any agreements/contracts in his
capacity as Director in GSF at any point of time.

iv) On being asked if he had signed any contracts for and on behalf of
EPIL or any other company with GSF, he stated that he had signed
two agreements for and on behalf of EPIL which were entered into
with GSF - i) Coke Oven Project ii) Matix Fertilizer Project; on being
asked to name the signatory on behalf of GSF, he stated that he did
not readily remember at that juncture; he undertook to ascertain and
provide the name of signatories on behalf of GSF within five days.

\Y| On being asked about his role and responsibility as a Director in GSF,
he stated that as a member of the Board, he used to provide guidance
to the operations team consisting of Debjyoti, which is the only name
he could recall then, for raising financial facilities for the company
from the banks in the Middle-East. He stated that he would provide
names of the other team members within five days.

vi) On being asked to provide names of the Middle-East based banks, he
stated that he had suggested various banks including First Gulf

Bank, Bank of Fujiarah and Middle-East based branches of India Dozt
SN
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On being asked to explain the basis for suggesting the specific banks
named by him and purpose thereof, he stated that he had personally
visited the Indian banks and interacted with the officials for providing
Letter of Credit facility meant for procurement from overseas vendors;
he confirmed that proposals were also made to the branches of these
banks in the UAE by GSF but such proposals were
approved/sanctioned by the Corporate offices of those respective
banks in Mumbai; that regarding other banks, he used to advise on
how to make the proposal for raising finance.

On being asked to confirm if he was privy to the proposals made to
the two Indian banks viz. Axis Bank and ICICI Bank by GSF in his
capacity as Director, he stated that he was privy to the proposals
made to the two Indian banks viz. Axis Bank and ICICI Bank by
Global Supplies (UAE) FZE at the point of time when the proposals
were made.

On being asked to elaborate in detail regarding the nature and
content of guidance given to GSF, he stated that guidance given was
for preparing financial projection; that financial projection meant
projected income and profitability of the company for a future period
of three to five years.

On being asked to confirm if he had been privy to any
documents/information/data or past performance of GSF and future
commitments while giving guidance for financial projections, he stated
that he was aware of the past performance of GSF, but not future
commitments.

On being asked if he was aware of the name of the manufacturer from
whom BTG equipments had been sourced for the power projects being
set up Salaya in Gujarat, Mahan in Madhya Pradesh and Tori in
Jharkhand, he stated that the manufacturer of BTG and its
auxiliaries was Harbin Power, China, whose equipments had been
used for installation in each of the above projects.

On being asked if the Balance of Plant (BOP) for each of the above
three projects had been supplied by Harbin Power, China through
GSF or independently by GSF, he stated that the BOP for each of
three power projects named above had not been supplied by Harbin
Power or GSF.

On being asked to name the entity responsible for erection of BTG and

BOP in these three power projects in the backdrop of EPIL being the o

v
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project authority apparently responsible for erection of BTG and BOP
and he being the CFO of EPIL, he stated that he was not aware
because their company was a Strategic Business Unit (SBU) based
organisation and project execution was carried out by the SBUs and
that the above projects came under Power SBU which was looked
after by Shri Arjun Bharatan, CEO Power SBU.

xiv) On being asked to state the scope of contracts between EPIL and the
three power companies viz. EPGL, EPMPL and EPJL and submit
copies thereof in relation to erection of BTG and BOP at the respective
sites, he stated that he did not recall at that juncture and assured to

furnish complete details within five days.

12.2 From the depositions made by Shri Tapash Bhattacharya, CFO, in
the two statements, it appears that in his initial statement recorded on 04-10-
2013, he had suppressed his direct association with GSF as Director. His
deposition that he gave guidance for preparing financial projection i.e.
projected income and profitability of the company (GSF) for a future period of
three to five years prima facie appears to indicate that he had complete
knowledge of the business prospects of GSF as also the mode and manner in
which it was proposed to be to be achieved/implemented. His disclosure that
he was aware of the past performance of GSF prima facie appears to show that
he had complete knowledge about GSF’s business transactions as a whole i.e.
GSF’s transactions with OEMs on the one hand and GSF’s transaction with
Essar Group entities on the other. His deposition also reveals that he had key

role to play in financial facilities being extended to GSF by various banks.

13.0 The Dubai based intermediary GSF was taken over by EPL within
about six months of its incorporation and became wholly owned subsidiary
EPL, in turn, was a group company under the Essar banner directly owned by
Essar Global Limited, the ultimate holding company of the Essar Group. These
details re mentioned in Para 25 below. Subsequently, as per the documents
received from banks, it appeared that M/s Seppest Holdings Limited, a
company in Cyprus, was allowed to invest in GSF to reduce stake of EPL to
25% of its post increase capital. In order to verify these aspects, enquiries were
conducted which led to the name of Shri Dhanpat Nahata, Executive Director-
Merger and Acquisition of Essar Services India Limited as the official
responsible for mergers and acquisitions on behalf of the Essar Group, who
appeared to be in a position to provide the necessary information. Summons in
the name of Shri Dhanpat Nahata was issued under F.No. DRI/MZU/C
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11/13-14 seeking his attendance on 17-06-2014. A statement of Shri Dhanpat

Nahata, a Chartered Accountant, a Cost and Work Accountant and a Company

Secretary, by qualification, was recorded on 19-06-2014 under Section 108 of
the Customs Act, 1962 (RUD-75), wherein he stated, inter-alia, that

ii.

iii.

He completed his graduation and Cost and Work Accountancy in the
year 1994; that post graduation, he completed Chartered Accountancy
and Company Secretaryship in the year 1996; that he joined Ernst &
Young Private Limited at their Mumbai office in September 1999 as an
Executive; that as an employee of Ernst & Young Pvt. Ltd., amongst
various other assignments, he was also entrusted with the work of
telecom and energy sector for their then client viz. Essar Group; that
sometime in May 2010, he was elevated to the position of Director,

which he held till sometime about September 2010;

he left Ernst & Young on 20th September 2010 and joined the Essar
Group, where he was appointed in Essar Investments as Executive
Director (ED); that as an ED in Essar Investments, he was responsible
for an advisory role on financial & regulatory matters relating to
acquisitions and mergers; that he moved to Essar Services India
Limited sometime in the year 2012 as Executive Director (Mergers and
Acquisitions); that as Executive Director (M&A), he had an advisory
role on financial and regulatory matters relating to acquisitions and
mergers which involved advising companies in respect of their fund
raising proposals, any acquisitions/mergers, capital market related
activities such as listing, de-listing etc.; that he reported to the Board
and a Management Committee; that the Board comprised S/Shri
J.Mehra, J.Balakrishnan, Adil Malia and V. Ashok; that the
Management Committee comprised some of the Directors and Mr.
Haseeb Draboo; that besides his employment, he was a Director on the
Boards of Essar Investments Limited, Essar Securities Limited and

Imperial Consultants & Securities Private Limited.

On being asked, he stated that apart from the companies he has
named, he was not a Director in any other Essar Group companies. He
also specifically confirmed that he was never a Director in any of the
overseas Essar Group companies. On being specifically asked as to

who directed or instructed him to make visits abroad on behalf of the

Essar Group, he stated that his visits abroad were based, ’o‘i’k:“‘f"(.ﬁ\\\
S N A
ST o
| UL P ‘?
' A N
Page 34 of 247 . AN
T



iv.

SCN No. DRI/MZU/CI-11/2013-14

contractual obligations his company had with various Essar Group

companies.

He was questioned whether his visits abroad were based solely on the
contractual obligations on behalf of Essar Service India Limited/Essar
Investments Limited with Essar Group companies, as admitted by him,
he stated that all his visits abroad were based solely on contractual
obligations of Essar Service India Limited/Essar Investments Limited

with Essar Group companies.

On being asked to name the Essar Group companies with which his
company had service contracts, he stated that M/s Essar Services
India Limited/Essar Investments Limited had service contracts with
Essar Group companies viz. Essar Global Services Limited, Mauritius;
Essar Communications Limited, Mauritius; Essar Global Services,
UAE (under service arrangement with Essar Global Services Limited,
Mauritius) and Essar Com Limited, Mauritius. He named Essar Oil
Limited, Essar Steel (I) Limited, Essar Projects (I) Limited, Essar
Shipping Limited, Essar Ports and Logistics Limited, Essar Power
Limited, Aegis Limited as Indian Essar Group companies as clients. He
further stated that there could be some other client companies, both
local as well as overseas, which he would identify and inform within

five days.

During the course of his statement, he was requested to provide a self-
authenticated copy of the service agreements/contracts with each of
the client companies he had named as brought out in the above
paragraph. He was also asked to produce proof of service tax payments
for every service agreement/contract. In response thereof, he
undertook to produce a self-authenticated copy of the service
agreements/contracts with each of the above client companies he had
named within five days time alongwith proof of service tax payments

for every such service agreement/contract.

He was requested to go through his letter dated 17-06-2014 addressed
to DRI and was questioned whether he had secured/obtained the
information/documents called for under the summons, he stated that

he had written a letter to Essar Projects (India) Limited on 16-06-2014

company i.e Essar Projects Limited, Dubai.

Page 35 of 247




viii.

SCN No. DRI/MZU/CI-11/2013-14

In view of his response, he was questioned as to under what
knowledge or belief he had decided to source information requisitioned
under the summons from Essar Projects (India) Limited, he responded
by stating that upon enquiries within the Essar Group, he had been
told by Mr. Uday Gujadhar, Resident Director of Essar Global Services
Limited, Mauritius and Mr. Sushil Baid, Vice President, Essar Global
Services Limited, Mauritius that Essar Projects Limited, Dubai was
the owner of Global Supplies (UAE) FZE at some point of time. Hence,
he had made a request to Essar Projects (India) Limited to procure the
relevant details from holding company of GSF i.e. Essar Projects
Limited, Dubai. He further stated that he was also told that currently

Essar Projects Limited, Dubai did not own any stake in GSF.

On being asked what was the role of M/s Essar Global Services
Limited, Mauritius and in what capacity they had furnished
information about the ownership and constitution of various
companies held by Essar Group companies, he responded by stating
that Essar Global Services Limited, Mauritius rendered administrative,
advisory & support services to various entities within the Essar Global
Fund Structure including Essar Global Fund Limited, which is the
holding company of Essar Projects Limited, Dubai; that support
services included accounting function by virtue of which they (Essar
Global Services Limited, Mauritius) had access to financial
statements, which included information relating to holding companies,

subsidiaries etc. and share holding pattern thereof.

Axis Bank, DIFC Branch, Dubai, vide letter bearing
AXIS/DIFC/420/2014-15 dated 17-06-2014, had forwarded certain
documents which included, inter-alia, Financial Statements of
Professional Equipment Suppliers Limited (PESL) (during this period
GSF was wholly owned subsidiary of PESL as detailed in Para 25
below) for the year 01-04-2011 to 31-03-2012. Note 9 to the Financial
Statements for the year ended March 31, 2012, relating to Issued
Capital, states that 32,297,000 shares in the company (which works
out to 25% of the paid up share capital of the company) were held by
Essar Projects Limited. However, footnote appended to the table of
Issued Capital carried remarks which are reproduced below for ease of

reference :-
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** 32,297,000 Shares of the company held by Essar Projects Limited (EPL)
has been pledged by Essar Projects Limited favouring Standard Chartered
Bank acting as the Security Trustee for financial facilities availed by Essar

Global Ltd and its subsidiaries.

EPL has further surrendered all its voting rights on 32,297,000 shares of the
Company to parent company upon related by way of a Share Purchase
Agreement dated 17 May 2010. Further Extended as per agreement dated
16" May 2011. EPL has further agreed to complete the registration formalities
for the above share transfer on release of the pledge on the shares by

Seppest Holdings Limited.

EPL had entered into an agreement to sell its entire 25% equity stake in the
company on May 17,2010. By entering into this agreement all the beneficial
as well as voting rights were transferred to the parent company with that
effect. On March 20,2012, the company concluded the transaction by
executing the final addendum to the agreement wherein the investment value
was finally assessed to be USD 215 Million, payable within credit period. EPL
has since derecognised its investment in associate on March 20, 2012. The

physical transfer of shares has not been affected as at year end

March 31, 2012” (stress provided)

In the context of the above remarks in the Financial
Statement of Professional Equipment Suppliers Limited, Shri
Dhanpat Nahata was asked to specify the point of time when
stake in GSF held by M/s Essar Projects Limited, Dubai was
divested by providing documentary evidence such as bank
statements, all subsequent Balance Sheets of Essar Projects
Limited, Dubai, and Global Supplies (UAE) FZE, receipt of
consideration, physical transfer of shares in the form of shares
duly endorsed in favour of purchaser for such divestment. In
response, he stated that he was not aware. He undertook to
request for complete details of the divestment, alongwith copies

of all the requisitioned documentary evidences.

Due to the revelation that EPL had carried out sale of shares (of
PESL) when these were pledged to Standard Chartered Bank and
in the backdrop of multiple qualification of Shri Dhanpat Nahata
as a Chartered Account, a Cost Accountant and a Company
Secretary, he was asked whether share of an entity could be
transferred to another entity by outright-sale even when these are

already pledged/mortgaged/lodged as security with financial

institutions like banks etc., he stated that in the case of an 1\\"*'&75.;7\\?
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outright sale, the transfer of beneficial ownership of a share,
which 1s pledged/mortgaged/lodged as security with financial
institutions like banks, was legitimately possible and that such a
transfer, however, could result in a default under the loan
agreement depending on terms of the loan. He admitted that in
such a case, the share shall not be physically transferred in

material or de-materialised form.

xii) He undertook to remain present on 25-06-2014 with all the
information/documents that he had undertaken to submit in his
statement dated 19-06-2014 and to continue to provide answers

to the remaining questions that were to be put to him.

13.1 In the context of the statement of Shri Dhanpat Nahata that
transfer of beneficial ownership of shares, which were
pledged /mortgaged/lodged as security with financial institutions like banks,
was legitimately possible and that it would only result in a default under the
loan agreement (loan taken by pledging the shares as security for the loan
amount), it appears to be not only impractical but also illogical for any
subsidiary company to proceed to act in a manner that jeopardises financial
interests of its own parent company viz. Essar Global Limited (the ultimate
holding company of Essar Group) with the parent holding company running

the associated impending risk of being branded as a defaulter.

13.2 It, therefore, appeared that the arrangement to transfer/sell shares
was only an internal arrangement between the parties. The fact that issued
capital shows 32297000 shares of PESL held by EPL as of 31-03-2012 only
goes to show that EPL continued to hold shares in PESL and thereby continued
to exercise control over the affairs of GSF. GSF continued to be a related party
of the Essar Group by virtue of 25% stake held by EPL in PESL, which was the
immediate parent company of GSF. The Financial Statements of EPL (which
was holding 25%) for the year ended 31-03-2012 in the disclosure made
regarding related party at Note 15 which deals with related party transactions,
inter-alia, declared the name of Professional Equipment Suppliers Limited
under the category of an associate company. The said disclosure also records
that Professional Equipment Suppliers Limited (formerly known as Essar
Subsea Limited) was a wholly owned subsidiary of EPL upto 24-03-20009.
Further, Note 15 (v) to the Financial Statements disclosing enterprises
commonly controlled or influenced by major shareholders/directors/or close

members of families of such individuals with whom the company had

Page 38 of 247




SCN No. DRI/MZU/CI-11/2013-14

transactions during the year (affiliates), discloses at Sr.No. 1, the name of
Global Supplies UAE FZE (subsidiary of Professional Equipment Suppliers
Limited) has been categorically mentioned as an Affiliate upto 20-03-2012. It,
therefore, appears that GSF was related to the Essar Group by virtue of its
holding in GSF through its group company EPL and ultimately through
EGL/EGFL. More details on this are in para 25 below.

14.0 In view of Shri Kiran Kumar’s inability to appear on 12-06-2014 as
brought out a para 11 above, another summons was issued to him under
F.No.DRI/MZU/CI-11/13-14 dated 18-06-2014 seeking his presence on 23-06-
2014. A scanned copy of the summons was sent to his known E-mail Identity
on the same date i.e 18-06-2014. A statement of Shri Kiran Kumar Gundu
Rao, a Chartered Accountant by qualification and Chief Operating Officer,
Amicorp Management India Private Limited, having office at Bangalore, was
recorded under Section 108 of the Customs Act, 1962 on 23-06-2014, (RUD-

76) wherein he deposed, inter-alia, that

(i) He joined Amicorp Curacao N.V., Curacao on 01-08-2004 as Head of
Internal Administration Department; that he worked on transitioning
accounting work to Bangalore upto 1st June 2005 as part of cost saving
project for the group; that he joined Amicorp Management India Private
Limited on 1st June 2005 as Director- Internal Administration
Department in Bangalore; that on 1st June 2010, he was appointed as
Chief Operating Officer (COO) of Amicorp Management India Private
Limited; that Amicorp Management India Private limited was a 100%
subsidiary and is ultimately held indirectly by Amicorp Investments
Limited, Cyprus; that Amicorp Management India Private Limited
functions as a back-office for and on behalf of the ultimate holding
company as well other Amicorp group entities, doing low end accounting
work for various internal entities of the group and renders other support

services like Information Technology desk-top support services etc.

(1) His role and responsibility as Chief Operating Officer of Amicorp
Management India Private Limited was to over-see the back-office
functions; that he reported to the Chief Executive Officer, Mr. Antonius
Rudolphus Wilhelmus Knipping (@ Toine Knipping) who is normally
stationed in the Singapore office; that on receipt of the summons from
DRI requesting information on goods supplied by Global Supplies (UAE)

FZE, Sharjah and its relation to Amicorp Investments Ltd., and on being S

/:i‘aaw:m;;‘,’
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interest in Global Supplies (UAE) FZE, Sharjah, he stated that he had
no access and had no information about Global Supplies (UAE) FZE,
Sharjah. He added that he had requested information from his Group

office for clarifications and was waiting for the said information.

(iii) On being asked regarding ownership of Enterprise Emerging Markets

(iv)

(vi)

Fund BV, Curacao by Amicorp Investment Limited, Cyprus, based upon
Financial Statements produced and duly attested by him, he stated that
Enterprise Emerging Markets Fund BV, Curacao is a 100% subsidiary
indirectly held by Amicorp Investment Limited, Cyprus. On being asked
about the share holding pattern of Amicorp Investments Limited,
Cyprus, he stated that he was not aware of the details; however he
stated that he would procure the said information from his Group office

and produce the same within ten days time.

On being asked regarding the net worth of Amicorp Investment Limited,
Cyprus with regard to its capacity to hold stake in other companies, he
stated that based on the audited Financial Statements of Amicorp
Investment Limited, Cyprus for the financial year ending 31-12-2012,
the net asset value of Amicorp Investment Limited, Cyprus was 18

Million USD approximately.

On being asked regarding the interest of Amicorp Investment Limited,
Cyprus in Professional Equipment Suppliers Limited, UAE, he stated
that he was not aware, but added that he would make an effort to find
the interest of Amicorp Investment Limited, Cyprus in Professional
Equipment Suppliers Limited, UAE, if any, from his Group office within

ten days time.

On being asked regarding the physical/material/actual transfer of
shares of Global Supplies (UAE) FZE to Enterprise Emerging Markets
Fund BV, Curacao, he stated that he was not aware; he however added
that he would make an effort to find out the correct position from his

Group office and furnish information thereof within ten days time.

(vi)) On the premise of being privy to detailed account information about

Amicorp Investment Limited, Cyprus and all other group companies
including Enterprise Emerging Markets Fund BV, Curacao, he was
asked to produce Balance Sheets of Enterprise Emerging Markets Fund
BV, Curacao and investments carried out by Enterprise Emerging

Markets Fund BV, Curacao in various entities throughout the world
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during the last five years, including evidence to show the manner in
which the beneficial and/or any interest in Global Supplies (UAE) FZE
was held by Enterprise Emerging Markets Fund BV , he stated that he
was not aware of the details but he would make efforts to procure the
said information from his Group office and furnish the same within ten

days time.

(viii) In his capacity as a Director of the company in the past and his

current position as a Chief Operating Officer, he was asked to elaborate
whether a company like Enterprise Emerging Markets Fund BV could
hold ownership interest in Global Supplies (UAE) FZE, Shri Kiran
Kumar stated that a company like Enterprise Emerging Markets Fund
BV could hold ownership interest in Global Supplies (UAE) FZE. He
referred to the audited Financial Statements of Amicorp Investments
Limited, Cyprus to state that Enterprise Emerging Markets Fund BV did
not hold any ownership interest in Global Supplies (UAE) FZE since the
name of Global Supplies (UAE) FZE was not appearing in the list of

subsidiaries in the audited Financial Statements produced by him.

On being asked to elaborate whether Amicorp Investment Limited,
Cyprus held ‘Beneficial Interest’ or ‘Ownership Interest’ and/or any
other interest in Global Supplies (UAE) FZE through Enterprise
Emerging Markets Fund BV registered in Curucao, he stated that was
not aware of the details but he would make efforts to procure the said
information and furnish information from his Group office within ten

days time.

On being questioned whether Enterprise Emerging Markets Fund BV,
Curucao or any of the Amicorp Group companies is receiving any profit
from activities of Global Supplies (UAE) FZE, he responded on the basis
of Financial Statements of Amicorp Investment Limited, Cyprus that
there were no profit sharing activities from Global Supplies (UAE) FZE.
He, however, stated that he would reconfirm the said aspect from his

Group office within ten days time.

On being asked to provide details of all the payments & receipts along
with their purposes from Global Supplies (UAE) FZE to Enterprise
Emerging Markets Fund BV, Professional Equipment Suppliers Limited
or Seppest Holdings Limited, Cyprus and vice versa during the last five

years, he responded by stating that he was not aware of the details. H
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however, stated that he would make efforts to procure the said
information and furnish information from his Group office within ten

days time.

(xii)) On being questioned regarding the nature and type of control exercised
by Amicorp Investment Limited, Cyprus on Global Supplies (UAE) FZE
through Enterprise Emerging Markets Fund BV and/or Professional
Equipment Suppliers Limited and/or Seppest Holdings Limited, Cyprus
with effect from the date the beneficial interest in GSF was being held by
Enterprise Emerging Markets Fund BV, he stated that he was not aware
of the details but he would make efforts to procure the said information

and furnish the same from his Group office within ten days time.

(xiii) On being requested to provide the directorship details held by
Amicorp Investments Limited, Cyprus, its subsidiaries or employees of
any of its subsidiaries in Enterprise Emerging Markets Fund BV and/or
Seppest Holdings Limited, Cyprus and/or Professional Equipment
Suppliers Limited and/or Global Supplies (UAE) FZE, he stated that he
was not aware of the details but assured that he would make efforts to
procure the said information from his Group office and furnish the same

within ten days time.

14.1 In an e-mail dated 25-06-2014 addressed to DRI, Shri Kiran
Kumar, conveyed, inter-alia, that he was working on sourcing the
information/documents that he had agreed to procure and submit from his
Group office as listed out in the e-mail and that he would keep DRI informed as
and when he received information from the Group. He followed it up with
another e-mail dated 02-07-2014 stating that he was sincerely pursuing the
Group for the requested information and attached a copy of the request made
by him to his Group company and the response received from them. In his
letter dated 24-06-2014 addressed to the Legal Counsel/Director of M/s
Amicorp Investments Limited, Cyprus, he requested them to respond to the
queries (raised to him during the course of his statement) directly to the DRI
with utmost urgency. He also attached the response mail he had received from
the Director of Amicorp Investments Limited, Ms Margaret Sankatsing-Sjak
Shie wherein it was, inter-alia, conveyed to him that Amicorp Investments
Limited would proceed as requested with utmost diligence and urgency to

provide to the DRI with the highest level of details available to them.
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14.2 In an e-mail addressed to DRI, M/s Amicorp Investments Limited,
Cyprus (for short-AlL) attached a copy of letter dated 27-06-2014 stating, inter-

alia, that :-

a. AlL, the top holding company of the Amicorp Group, is a private
company limited by shares organised pursuant to the laws of the
Republic of Cyprus, with its main service lines being corporate
management, financial services, business process outsourcing and

fund management and administration service.

b. AIL’s ultimate beneficiary owner was Mr. Antonius Rudolphus
Willhelmus Knipping, who currently holds 60.89% of AIL’s share
capital, with the balance 39.11% held by several minority
shareholders, who were current and past employees of the Amicorp

Group.

c. AIL indirectly owned voting rights of Enterprise Emerging Markets
Fund B.V. (the “Fund”) a private limited Iliability company

incorporated and registered in Curacao.

d. The Fund had invested in different countries and several target
companies, which were generally operated by independent Boards
of Directors. Upon confirmation from the Fund’s administrator in
Curacao, they could confirm that the Fund, through its wholly

owned subsidiary-Seppest Holdings Limited, a company under the

laws of the Republic of Cyprus, indirectly and beneficially owned
the company Global Supplies (UAE) FZE, a company limited by
shares, incorporated and existing under the laws of Hamriyah Free

Zone Authority, Sharjah, UAE.

The letter concluded by stating that AIL was unable to provide further details

about the Fund, which was governed by the applicable local laws in Curacao.

15.0 In view of the emergence of the name of Seppest Holdings Limited
as a share-holder in GSF and in view of the signature of Ms. Vandana Roque
D’souza on a copy of the Addendum No. 1 to the Memorandum and Articles of
Association of Essar Subsea Limited (the erstwhile name of Professional
Equipment Suppliers Limited) on behalf of Seppest Holdings Limited and in
order to ascertain the names of the owners/share-holders of Seppest Holdings

Limited, an e-mail was sent to Amicorp Investments Limited, Cyprus to their e-
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mail ID viz. Cyprus@amicorp.com on 08-07-2014, seeking following documents

in relation to Seppest Holdings Limited, Cyprus :-

i) Memorandum & Articles of Association (MOA) and Memorandum of

Incorporation (MOI) along with Addendums

ii) Names of shareholders of M/s Seppest Holdings Limited, Cyprus-

current as well as past since incorporation.
iii) MOA and MOI of Braintserve Limited and Menustrust Limited

iv) Appointment letter of M/s Vandana Roque D’souza as official or

authorised signatory of SHL/PESL.
v) Annual Financial Statements for last five years.

AIL responded to DRI’s request through an email dated 16-07-2014 wherein it
conveyed that they had forwarded the request to the Administrator of M/s
Enterprise Emerging Markets Fund BV, Curacao (voting rights of this company
are indirectly owned by AIL) and that as soon as they receive a response from
the Administrator, they would provide the Department with the same. On or
about 03-09-2014, Shri Kiran Kumar of Amicorp Management India Private
Limited, in an e-mail addressed to DRI stated, inter-alia, that he would
continue to follow up with the Group with sincere efforts to the best of his

abilities and assured all support.

15.1 On or about 16-09-2014, the company M/s Enterprise Emerging

Markets Fund B.V., Curacao sent an e-mail from its e-mail ID infowemerging-

marketsfund.com stating therein that they were in receipt of the DRI’s mail

dated 08-07-2014 and their response was as per the attachment to the said
mail. The response dated 16-09-2014 was found to be a letter signed by a
representatiave named Mr. Hendrikus Groeneveld, representing the Managing
Director of Enterprise Emerging Markets Fund B.V., Curacao i.e M/s Sudamco
Management Services N.V. The letter reveals, inter-alia, that the response
made by them was in their capacity as a member of the Board of Directors of
Enterprise Emerging Markets Fund B.V. Class V and as a sole shareholder of
Seppest Holdings Limited. Briefly, the submissions made in the letter were as

follows :-

(a) that as a foreign company, they were of the view that they were
under no legal obligation to file any documents, make disclosures

or give information to the Indian authorities.
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(b) that AIL had co-operated and responded to previous requisitions

from DRI and submitted required clarifications.

(c) that though it was mentioned in one of AIL’s response to DRI that
they would not be able to continue to provide further information,
the Department had called upon to substantiate the clarifications
and that the Department had not cited any legal authority/court
direction/sanction under which documents had been called for

from them.

The letter concluded by conveying that none of the Amicorp companies in India
nor Shri Kiran Kumar, the COO, were concerned with the issue and therefore,
were not authorised or competent to provide any information or documents on
the subject and that future correspondence should be made with them only

and directly.

15.2 It, therefore, appeared that despite continuous assurances from
AIL to provide the requisitioned information and despite it having absolute
control over Enterprise Emerging Markets Fund B.V (AIL holds 100% voting
shares in Enterprise Emerging Markets Fund B.V, which in turn holds 100%
stake in Seppest Holdings Limited, Cyprus), it failed to provide
information/documents called for to examine the constitution and share-
holding of Seppest Holdings Limited, which were relevant to ascertaining its
relationship with the Essar Group. While providing information freely about
itself as a parent company and for various other entities under its holding
portfolio, it refrained from providing information about companies on which it
was exercising control by virtue of its ownership of 100% voting rights of
Enterprises Emerging Markets Fund and through EEMF of M/s Seppest
Holdings Limited.

16.0 Shri Dhanpat Nahata, Executive Director (Merger and Acquisition),
Essar Services Limited presented himself on 27-06-2014 in pursuance of
summons dated 12-06-2014 and in accordance with the undertaking given by
him in his statement tendered on 19-06-2014. Another statement of Shri
Dhanpat Nahata, Executive Director (Merger and Acquisition), Essar Services
Limited was recorded on 27-06-2014 (RUD-77), in continuation of his
statement dated 19-06-2014, during course of which he stated, inter-alia, that

a) he had been asked to produce the bank statements duly authenticated
by the concerned banks indicating receipt of consideration on account of

sale of shares of Global Supplies (UAE) FZE reflected in the accounts of
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Essar entities and/or Essar group from the share purchaser, he stated
that he was unable to produce authenticated copy of the bank
statements indicating receipt of consideration on account of sale of
shares of Global Supplies (UAE) FZE and/or its holding company in the
account of Essar Group entities and/or Essar Group from the share
purchaser; that in case he did not produce the said documents by 03-07-
2014, it should be presumed and/or assumed that there was no such
receipt of consideration in any bank account of Essar entities/ Essar

group companies.

On being asked to produce the copy of Balance Sheets of holding
company of Global Supplies (UAE) FZE, duly indicating
sale/transfer/issue/dilution of its shares to the purchaser in the year
2009, he again expressed his inability to produce copy of Balance Sheet
of the holding company (i.e. Professional Equipment Suppliers Ltd.,
Dubai, the immediate parent holding company of Global Supplies (UAE)
FZE), indicating sale/issue/transfer/dilution of the shares of holding
company and/or Global Supplies (UAE) FZE to the share purchaser. He
further stated that if he could not produce the same by 03-07-2014, it
should be presumed and/or assumed that there was no such transaction

of sale/issue/transfer/dilution of shares.

On being asked to produce copy of Balance Sheet of holding company of
Global Supplies (UAE) FZE, duly indicating sale/transfer/issue/dilution
of shares to the purchaser in the year 2010-11, he again expressed his
inability to produce the copy of Balance Sheet of Essar Project Ltd.,
Dubai (holder of 25% shares in GSF through its subsidiary Professional
Equipment Suppliers Limited at one point of time) indicating the
sale/issue/transfer/dilution of balance 25% shares of holding company
and/or Global Supplies (UAE) FZE to the share purchaser. He added that
if he did not produce the same by 03-07-2014, it should be presumed
and/or assumed that there was no such transaction of

sale/issue/transfer/dilution of shares.

On being asked to produce any other document indicating
sale/transfer/issue/dilution of shares of Global Supplies (UAE) FZE
(earlier a wholly owned subsidiary of Essar Group) and/or its holding
companies through its various entities including ultimate holding
company Essar Global Ltd, Cayman Island (currently known as Essar

Global Fund Ltd.) allegedly from 100% to zero %, he once agai
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expressed his inability to produce any other document in this context in
substantiation of the dilution from 100% to zero %. He added that if he
could not produce the same by 03-07-2014, it should be presumed
and/or assumed that there was no such transaction of

sale/issue/transfer/dilution of shares.

e) On being asked to confirm ownership of “Essar Global Assets Ltd.,” a
British Virgin Island Company with reference to Essar Group, he
confirmed that it was a company under Essar Global Fund Ltd. (the

ultimate holding company of the Essar Group).

f) During the course of his statement, he was requested to produce all the
payment details or any other consideration received from 2009 onwards
by Essar Global Assets Ltd and/or Essar Power Overseas Ltd and/or
Arya Infrastructure Holdings Ltd from Global Supplies (UAE) FZE or its
holding companies along-with the invoices and/or any other documents,
advisory, bank statements etc. indicating such payments & purpose
thereof within 5 days. In response thereof, stated that he would produce
all the payment details or any other consideration received from 2009
onwards by Essar Global Assets Ltd and/or Essar Power Overseas Ltd
and/or Arya Infrastructure Holdings Ltd from Global Supplies (UAE) FZE
or its holding companies along-with the invoices and/or any other
document, advisory, bank statements etc. indicating such payments &

purpose thereof by 3 July’ 2014.

g) He was asked to state whether M/s. Seppest Holdings Ltd., Cyprus and
M/s Professional Equipment Suppliers Ltd, UAE were/are directly
and/or indirectly Essar Group companies. In case they were, he was
requested to provide details regarding their periodical ownership along
with documentary proof thereof. In his response, he stated that he was at
that juncture not aware about the same. However, he stated that he

would confirm the same along-with documentary proof by 3rd July’ 2014.

17.0 Shri Dhanpat Nahata, Executive Director submitted certain
documents vide letter dated 09-07-2014 (RUD-78) stating therein that the said
documents were ‘as received from Essar Projects Limited (EPL) Dubai’ which

are scrutinised as under.

17.1 Copy of the letter dated 07-07-2014 addressed by Essar Projects
Limited, Dubai to Essar Projects India Limited (EPIL), Mumbai indicates that

EPL’s letter was in response to EPIL’s request to provide details of EPL’s
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investment in GSF and PESL. With regard to its relationship with GSF and

PESL, EPL’s submission, as given in their letter, is extracted and tabulated

below showing description of the document on the strength of which the

submission has been made: -

Table-9

Summary of Contents of EPL’s letter dated 07-07-2014 addressed to EPIL

S.No.

Submission made in the letter

Documents attached in support of the
submission made

[A]

[B]

[€]

1.

EPL, PESL [formerly known as Essar
Subsea Limited-(ESL)] and GSF were
companies incorporated under the laws of
the UAE.

Nil

PESL & GSF were 100% owned
subsidiaries of EPL till March 23, 2009.

Audited Financial Statements of EPL
attached (Note 15 under the heading
Subsidiary Company)

On March 23, 2009, EPL transferred its
100% stake in GSF to its wholly owned
subsidiary, PESL, consequently PESL
became holding company of GSF.

Nil

On March 23, 2009, Seppest Holdings
Limited (SHL), Cyprus made a fresh equity
infusion in PESL to get 96,891,000 shares
out of the total issued shares of
129,188,000 and thus became a 75%
equity shareholder of PESL.

i) Addendum No. 1 to the Memorandum
& Articles of Association of Essar
Subsea Limited made and entered on
23-03-2009 by and between Essar
Projects Limited and Seppest Holdings
Limited

ii) Certificate of Incumbency dated 17-
03-2009 issued by Menutrust Limited,
Secretary of Seppest Holdings Limited

Post March 23, 2009, EPL has power to
appoint only two out of six directors on
the board of PESL

Certificate of Incumbency issued to
Professional Equipment Suppliers
Limited (erstwhile name Essar Subsea
Limited) by Jebel Ali Free Zone Authority
showing shareholding and list of
Directors

The directors nominated by EPL on the
Board of GSF had tendered their
resignations post March 23, 2009.

Company register of GSF with history of
change recording resignation of some
directors on 30-03-2009.

Post the aforesaid investment by SHL on
March 23, 2009 (refer 4 above), EPL’s
equity stake in PESL got diluted from
100% to 25%, which consisted of
32,297,000 shares out of the total issued
share capital consisting of 129,188,000
shares.

Addendum No. 1 to the Memorandum &
Articles of Association of Essar Subsea
Limited made and entered on 23-03-2009
by and between Essar Projects Limited
and Seppest Holdings Limited

EPL agreed to sell its 25% equity stake in
PESL alongwith its voting rights and
interest to Seppest on May 17, 2010 at an
agreed consideration and thereby SHL
became 100% owner of PESL. EPL
received a total consideration of USD 215
Million for the said transaction.

Statement showing receipt of
consideration by EPL towards sale of
shares to Seppest Holdings Limited with
supporting documents for each receipt of
consideration starting with 09-04-2010 to
27-05-2014.

The audited balance sheet of EPL as of 31-
03-2012 reflected NIL investment in PESL.

Audited Financial Statements of EPL for
the year ended 31st March 2013 - Note
9(B) regarding Investments in Associat
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shows ‘NIL’ ownership interest in PESL

10. The physical transfer of shares (32,297,000 | Addendum No. 3 to the Memorandum &
nos. held by EPL as 25% holding in PESL ) | Articles of Association of Professional
of PESL was completed on 31-03-2014. Equipment Suppliers Limited (formerly
known as Essar Subsea Limited) made
and entered into on 31-03-2014 by
Seppest Holdings Limited. *

17.2 Statement showing receipt of consideration by EPL towards sale of
its 25% stake in PESL to Seppest Holdings Limited with supporting documents
for each receipt of consideration starting with 09-04-2010 to 27-05-2014
(Sr.No. 8 of Table-9) as submitted by Shri Dhanpat Nahata, is reproduced

below for ease of reference ;-
Table-10

Statement showing receipt of consideration by EPL for sale of 25% stake

in ESSL/PESL

S.No. Date Amount Name of the receiving bank
1. 9th April 2010 9,749,773 Standard Chartered Bank
2. 28th June 2012 92,000,000 Received by Essar Global Fund Limited (earlier

known as Essar Global Limited) in an account with
Standard Chartered Bank based on the instruction

by EPL to Seppest

3. 6th July 2012 85,000,000 Received by Essar Global Fund Limited in an
account with Standard Chartered Bank based on

the instruction by EPL to Seppest.

4. 8th July 2012 5,000,000 AXIS Bank

5. 18th July 2012 3,000,000 AXIS Bank

6. Sth March 2013 10,468,096 Emirates NBD

7. 14th March 2013 3,988,000 Emirates NBD

8. 26t April 2014 4,498,373 Noor Bank

9. 28th May 2014 1,295,758 Noor Bank

Total Consideration 215,000,000

17.3 It appears that the total consideration of USD 215 Million to be

received over a period of time (2010 to 2014) was decided in the year 2010
itself. Shares were pledged with consortium of banks and could not have been
sold/transferred unless the lien was lifted by the banks/financial institutions.
It appears that the pledge was released by the Standard Chartered Bank
only on 26-03-2014 and the 25% stake held by EPL in ESSL/PESL was
legally transferred to SHL only on 31-03-2014. More details on this are in
para 25 below.
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18.0 As brought out above, Shri Dhanpat Nahata, Executive Director,
Essar Services India Limited, had vide letter dated 09-07-2014 submitted
documents said to have been received by them from EPL relating to acquisition
of 75% stake in ESSL/PESL by SHL. One of the documents submitted under
the said letter was a copy of Addendum No. 1 dated 23-03-2009 to
Memorandum & Articles of Association of ESSL. The said Addendum, which
related to the acquisition of 75% of stake in ESSL by the company named SHL,
was signed on behalf of the majority share-holder SHL by Ms. Vandana Roque
D’souza. Efforts were made to ascertain her antecedents. Open source
information revealed that she worked as an Executive-Corporate Affairs with a
firm named M/s Khaitan Holdings Limited, Dubai, UAE as available on web-

site www.khaitanholdings.com under the link ‘Senior Management’ (RUD-79).

The web-site further stated that the company had been established by Shri
[.P.Khaitan. Enquiries revealed that [.P.Khaitan is married to Ms. Kiran

Khaitan, sister of the Shri Ravikant Ruia and Shri Shashikant Ruia.

18.1 Therefore, a summons seeking her presence on 10-07-2014 was
1ssued under F.No. DRI/MZU/CI-11/2013-14 dated 01-07-2014 in the context
of import of goods on invoices raised by GSF, whereby she was directed to

produce the following documents :-

i) Copies of all power of attorneys held by her in the past or held by
her presently on behalf of various individual firms and/or
companies whether registered in India or abroad.

ii) Complete details of all firms/companies (registered in India or
abroad), along-with supporting documents, where she had
direct/indirect interest (whether in the past or present) as
proprietor/partner and/or Director and/or Authorised

Signatory.

18.2 The summons in original was despatched to her address in the
UAE. A copy of the summons was also sent by e-mail to the known e-mail
identity  of  the company  as given in the web-site 1.e.

khaitan@khaitanholdings.com. (RUD-80) It appears that though the summons

sent via post and via e-mail were both delivered, Ms. Vandana Roque D’souza
failed to remain present on the designated date and time in compliance to the
summons. In fact, she failed to even acknowledge receipt of the summons.
18.3 Ms. Vandana Roque D’souza appears to have not joined the
investigation apparently to thwart probe into link between SHL and M/s

Khaitan Holdings Limited and their interse relationship.
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19.0 Shri Dhanpat Nahata, Executive Director (Merger and Acquisition),
Essar Services Limited presented himself on 11-07-2014 in pursuance of
summons dated 12-06-2014 and for the purpose of providing
information/documents which he had undertaken to provide in his previous
statement tendered on 27-06-2014 and his statement was recorded (RUD-81)

wherein, he stated, inter-alia, that :-

a) He was reminded that he had been asked to produce all the payment
details or any other consideration received from 2009 onwards by Essar
Global Assets Ltd and/or Essar Power Overseas Ltd and/or Arya
Infrastructure Holdings Ltd from Global Supplies (UAE) FZE or its
holding companies along-with the invoices and/or any other document,
advisory, bank statements etc. indicating such payments & purpose
thereof within 5 days during course of the statement tendered on 27-06-
2014 to which he responded by stating that he had made an effort to
procure the said information and would secure the information and

submit it within five days.

b) He was requested to provide proof of issuance of additional shares in
Professional Equipment Suppliers Limited, the holding company of
Global Supplies (UAE) FZE, which were ultimately subscribed to by M/s
Seppest Holdings Limited thereby diluting the shareholding of Essar
Group -Essar Projects Limited, Dubai, in Professional Equipment
Suppliers Limited to 25% allegedly in the year 2009 to which he
responded by stating that he would secure the said information from

Essar Projects Limited and submit it within five days.

c) On being requested to state if the Essar Group was managing activities of
Global Supplies (UAE) FZE, either in the nature of trade, services or in
any other manner in India or abroad, he stated that he would secure the
said information from Essar Projects Limited and submit within five

days.

d) During the course of his statement he was requested to go through
Financial Statements for the year ended March 31, 2009 of Essar
Projects Limited (holding company of Professional Equipment Suppliers
Limited) submitted by him on 11-07-2014 — Note 10 to the Financial
Statement in particular which deals with investment in subsidiaries,
wherein it had been declared that on March 23, 2009, Essar-Subsea

Limited (presently known as Professional Equipment Suppliers Limite
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had made a preferential allotment to a company outside the group, by
virtue of which the Group’s (Essar Group’s) shareholding was reduced to
25% and thus, the subsidiary became an associate as on the Balance
Sheet date. He was requested to name the company said to be outside
the group and also show evidence in the form of flow of consideration to
the effect stated/narrated in the Financial Statements. Shri Dhanpat
Nahata after going through the Financial Statements for the year ended
March 31, 2009 of Essar Projects Limited (holding company of
Professional Equipment Suppliers Limited) submitted by him on 11-07-
2014 stated that the name of company said to be outside the group to
whom preferential allotment had been made was not mentioned in the
statements nor was there any evidence in the form of flow of

consideration to the effect stated/narrated in the Financial Statements.

19.1 Shri Dhanpat Nahata, Executive Director, submitted certain
documents, citing reference to his statements recorded on the 19-06-2014, 27-
06-2014 and 11-07-2014, vide his letter dated 18-07-2014, (RUD-82). The
documents included response received from EPL, Dubai evidencing the name of
the party to whom 75% of equity shares of PESL were allotted and clarifying its
(EPL’s) involvement in GSF. In response to the query regarding name of the
company outside the group to whom allotment of 75% stake in PESL was
made, EPL attached copies of Incumbency Certificates issued by the JAFZA
indicating name of Seppest Holdings Ltd during the relevant period when it
held 75% stake in PESL and post that when it was shown as holding the entire
100% stake in PESL.

IMPLEMENTATION OF SUPPLY CONTRACTS ENTERED INTO BY ESSAR
GROUP ENTITIES WITH GSF AND IMPORTS THEREUNDER:-

20.0 Import of goods by EPGL & EPMPL under two distinct
contracts, both dated 24-08-2007 with GSF

20.1 For setting up the two thermal power plants of identical capacities
(i.e. 2 X 600 MW=1200 MW) each at Salaya in Gujarat and Mahan in Madhya
Pradesh, EPGL and EPMPL, entered into Offshore Supply Contracts with GSF,

brief particulars of which are tabulated below :-
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Particulars of the Contracts entered into by EPGL and EPMPL with GSF
for power projects being set up at Salaya (2 x 600 MW) and Mahan (2x600

MW)
Sr. Brief particulars Scope of work as per Contracts Facility : Consideration
No. of the Contracts Purpose of Amount (USD)
setting up for
which contract
executed
(Aa) (B) (€ (D) (E)
1. Contract dated 24- | Design & engineering, | 1200 MW (2 x | §30,000,000( @
08-2007  between | manufacture, inspection & testing | 600) MW | USD 265,000,000
EPGL & GSF- | at supplier’s, packing, loading, | thermal power | for each unit of
having signatories | forwarding, transport and delivery | project to be | 600 MW)
Shri  B.C.P.Singh, | to the container designated by the | situated at | FOB/FCA basis
Director & CEO on | owner at port of dispatch, | Salaya,
behalf of EPGL and | painting of complete BTG | Jamnagar
Shri Pradeep | Package (Boiler-Turbine- | District,
Chokhany on | Generator) package and their | Gujarat.
behalf of GSF auxiliaries comprising :-
i) Steam generator (Boiler) &
auxiliaries
ii) Steam turbine generating
unit & auxiliaries
2. Contract dated 24- | Design & engineering, | 1200 MW (2 x | §10,000,000( @
08-2007  between | manufacture, inspection & testing | 600) MW | USD 255,000,000
EPMPL & GSF- | at supplier’s, packing, loading, | thermal power | for each unit of
having signatories | forwarding, transport and delivery | project to be | 600 MW)
Shri to the container designated by the | situated at | FOB/FCA basis
A K.Srivastava, owner at port of dispatch, | Mahan, Sidhi
Director on behalf | painting of complete BTG | District, Madhya
of EPMPL and Shri | Package (Boiler-Turbine- | Pradesh.
Pradeep Chokhany | Generator) package and their
on behalf of GSF auxiliaries comprising :-
iii) Steam generator (Boiler) &
auxiliaries
iv) Steam turbine generating
unit & auxiliaries
20.2 Each of the above two contracts were amended from time to time
by the contracting parties as per particulars tabulated below in Tables-12 and
13.
Table-12
Brief particulars of Amendments to the Contract dated 24-08-2007
between EPGL & GSF for the (2 x 600 MW) power project at Salaya
S. | Amendment | Effect of amendment in brief Change in | Remarks
No. | date Contract Price,
signatories if any, by virtue
of amendment
A B C D E
1. 08-02-2008 | Original Contract provided for | No change in | 99% of the
. payment of advance 10% of the | Contract value contract price
Shri B.C.P. | Contract Price. This clause has was to be paid
Singh, CEO | been deleted by virtue of the by way of Letters
on behalf | amendment. Based on  this of  Credit in
EPGL & amendment, 'amendmen.ts . have stages
been made in other incidental
Pradeep clauses IS L
Chokhany NN AT
/.»/;)% S /x
P 7 NS
(£ &
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for GSF
24-07-2008 | Carries out amendment in various | No change in
Articles of the Contract as well as | Contract value
Shri B.C.P. | the scope book. Capacity /
Singh, CEO | technical specification altered
on behalf
EPGL &
Pradeep
Chokhany
for GSF
14-08-2008 | The parties have mutually agreed to | No change in | 99% of the
amend certain clauses of Letters of | Contract value Contract price
Shrl B.C.P. | Credit in Schedule 3 of Amendment was to be paid
Singh, CEO | 1 dated 08-02-2008. L f
on behalf by . §tters °
EPGL & Credit in stages
Pradeep
Chokhany
for GSF
10-12-2008 | Performance Specifications given at | No change in
Schedule 1 to the original contract | Contract value
Shri B.C.P. | has been amended to incorporate &
Singh, CEO | specify the rate of liquidation
on behalf | damages for failure to achieve the
EPGL & | guaranteed performance levels in
Pradeep respect of Sr.No. 4-Steam Flow
Chokhany {tph) and Sr.No. 5 (Boiler Efficiency)
for GSF of Schedule-I
05-07-2013 | Two changes were made vide the Post-facto
amendment amendment.
Scope of work at
Mayank a) Scope of work modified vide | Contract value | (a) & (b) already
Doshi for the amendment. Particulars | increased to the | undertaken and
EPGL and matter emission parameter | tune of USD | executed prior to
Santosh amended from 100 mg/nm3 to | 4.82 Million | amendment
Gokarn for 50 mg/nm3 requiring changes | towards itself. Execution
GSF. to be carried out in the Electro | additional scope. |{ of work not
Static Precipitator (ESP). The covered by any
amendment states that EPGL contractual
informed GSF vide letter dated provisions. This
30-04-2009 when the ESP is amendment
said to have been under design appears to be an
change which is when EPGL after thought
informed about the changes and executed
required for achieving with the sole
50mg/Nm3 emission. purpose of
b) Entire structurals (including lending credence

floor beams) was under GSF’s
scope as per scope of original

contract. Floor beams (3672
M.Tons) were removed from
GSF’s scope vide this
amendment.

Contract Value
decreased to the
tune of USD
4.82 Million
towards
reduction in
scope.

to omission or
commission of
certain works
which
necessitated the
aforesaid
amendment.
Identical amount
representing
increase and
decrease in the
scope of work of
varied nature.
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Brief particulars of Amendments to the Contract dated 24-08-2007
between EPMPL & GSF for the (2 x 600 MW) power project at Mahan

S. | Amendment | Effect of amendment in brief Change in | Remarks

No. | date & Contract Price,
signatories if any, by virtue

of amendment

A B C D E

1. 08-02-2008 Original Contract provided for | No change in|100% of the
Shri payment of advance 10% of the | Contract price contract price
K.V.B.Reddy | Contract Price. This clause has was to be paid
for EPMPL & | been deleted by virtue of the by way of Letters
Shri Pradeep | amendment. Based on this of  Credit in
Chokhany amendment, amendments have stages.
for GSF been made in other incidental

clauses

2. 04-02-2008

Effective date for the supply of

No change in

(20-09-2008) | plant and equipment amended | Contract price
Shri (extended)

S.Srivastava

for EPMPL &

Shri Pradeep
Chokhany for
GSF

20.3
DRI/MZU/CI-33/2013 dated 17-10-2013 addressed to Shri V.Ashok, the Chief

Financial Officer, requested him to provide complete details of bill of entry-wise

During investigations, DRI had, inter-alia, vide letter bearing F.No.

import of goods invoiced by GSF by different Essar Group entities including,
inter-alia, EPGL and EPMPL. The information called for required them to
furnish, inter-alia, details of bills of entry numbers and date, corresponding
invoice numbers and dates of GSF’s invoices and the bills of lading
number/date pertaining to goods imported and cleared by various Essar Group
entities, including EPGL and EPMPL, on the basis of invoices raised in their
respective names by GSF, in a tabulated form. Subsequently, additional
information, in addition to the bill of entry-wise details, was also called for,
wherein they were asked to furnish, inter-alia, the name of the shipper (as per
the bills of lading) pertaining to individual import consignments/shipments, as
well as the mode & manner of outward remittances (payments) and quantum
thereof, effected by EPGL and EPMPL to GSF bill of entry-wise/invoice-wise.
EPGL vide its letter bearing Ref. No. EPGL/DRI/GS/01 dated 31-10-2013,
(RUD-83) inter-alia, furnished tabulated particulars of import of goods invoiced
by GSF in the prescribed format. EPMPL, also vide its letter dated 31-10-2013
(RUD-84) furnished similar tabulated particulars of its imports from GSF.
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20.4 Scrutiny of the above data revealed that in the case of majority of
shipments invoiced by GSF, the name of the shipper had been shown as M/s
Harbin Power Engineering Company Limited, China (as per the Bills of Lading).
Enquiries revealed that M/s Harbin Power Engineering Company Limited (for
short — HPECL), name later changed to Harbin Electric International Co.
Limited (HEICL), is one of the largest manufacturers of power plant equipment
in the People’s Republic of China, having manufacturing facility at Harbin.
Further, Boiler-Turbine-Generator (BTG) and auxiliaries thereof, constitute key
ingredients of any thermal power plant. It, therefore, appears that in all such
cases, where the name of HPECL appeared as the Shipper, the equipment in
question, imported & cleared by EPGL and EPMPL on the strength of GSF’s

invoices had been manufactured by HPECL.

20.5 Documents forwarded by Axis Bank, DIFC Branch, Dubai, inter-
alia, contained certain documents in the nature of amendments to contracts
executed between GSF and HPECL, apparently carrying a reference to certain
contracts entered into executed by and between GSF and HPECL, in relation to

which such amendments were executed. Such documents are described briefly,

hereunder:-

i) Amendment No. 2 to Contract for Supply of Equipment for 1200 MW
Salaya Thermal Power Project (Contract No : Salaya/GS/HPE/001 dated
October 21, 2007) between Global Supplies (UAE) FZE and Harbin
Power Engineering Company Limited (RUD-85)

i) Amendment No. 2 to Contract for Supply of Equipment for 1200 MW
Mahan Thermal Power Project (Contract No: Mahan/GS/HPE/001 dated
October 21, 2007) between Global Supplies (UAE) FZE and Harbin
Power Engineering Company Limited (RUD-86).

20.6 It appears from the above that GSF had entered into and executed
contracts with HPECL, China, as referred to in the amendments listed above,
for supply of equipment for the 1200 MW Thermal power projects at Salaya in
Gujarat and at Mahan in Madhya Pradesh. The information contained in the

above two amendments is tabulated below:-

., : S
y, ¥
o OA1 20nRY,

o

Page 56 of 247
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HPECL- one each in respect of Salaya and Mahan Power Projects

Sr. | Description/ title | Description & purpose of | Reason & effect| Contract
No. | of the document the document which is | of the| Value prior to
sought to be amended by | amendment amendment &
the Amendment post
amendment

A B C D E

1. Amendment No. 2 | Contract No. | HPECL scope of | Contract value
dt. 12th May 2009 | Salaya/GS/HPE/001 dated | supply increased | prior to
to the Contract for | 21-10-2007 between GSF | for the additional | amendment
Supply of | and HPECL. GSF based in | fields for | USD 348
Equipment for | the UAE has been | Electrical Static | Million
1200 MW Salaya | designated as the | Precipitator, ID
Thermal Power | ‘purchaser’ and HPECL has | Fans & VFD’s, | Amended
Project (Contract | been designated as the | Insulation, Contract
No . | ‘supplier’ in the contract | Cables etc. for | Value : USD
Salaya/GS/HPE/O | amendment thereby | the Salaya Power | 352.18
01 dated October | implying that the two | Project Million
21, 2007) of | entities were purchaser and
between Global | supplier respectively in the Cost of
Supplies (UAE) | aforesaid agreement and the increased
FZE and Harbin | supplier was to supply scope : USD :
Power power plant equipments 4.180 Million
Engineering purchased by GSF for the
Company Limited. | 1200 MW thermal power

project to be set up in
Salaya, Gujarat.

2. Amendment No. 2 | Contract No. Mahan | HPECL scope of | Contract value
dated 12t» May | /GS/HPE/001 dated 21- | supply increased | prior to
2009 to the | 10-2007 between GSF and | for the additional | amendment
Contract for Supply | HPECL. GSF based in the | fields for | USD 344
of Equipment for | UAE has been designated as | Electrical Static | Million
1200 MW Mahan | the ‘purchaser’ and HPECL | Precipitator, ID
Thermal Power | has been designated as the | Fans & VFD’s,

Project (Contract | ‘supplier’ in the contract | Insulation, Amended
No : Mahan | amendment thereby | Cables etc. for | Contract
/GS/HPE/001 implying that the two |the Mahan Power | Value : USD
dated October 21, | entities were purchaser and | Project 350.82
2007) of between | supplier respectively in the Million
Global Supplies | aforesaid agreement and the
(UAE) FZE and | supplier was to supply Cost of
Harbin Power | power plant equipments increased
Engineering purchased by GSF for the scope : USD
Company Limited. | 1200 MW thermal power 6.820 Million
project to be set up in
Mahan in Madhya Pradesh.
20.7 From the contents of the Amendments, as tabulated above, it

appears that GSF had entered into and executed two distinct contracts with
HPECL, one each for the Salaya power project and the Mahan power project, on
21-10-2007, for supply of equipment and machinery for the two thermal power
projects being set up at Salaya in Gujarat and Mahan in Madhya Pradesh, each
with a designated capacity of (2 x 600 MW i.e.1200 MW), in relation to which
the said two amendments, both dated 12-05-2009, were executed.
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20.8 Documents forwarded by Axis Bank, DIFC Branch, Dubai also
contained, inter-alia, copies of four invoices raised by HPECL on GSF, in
relation to the 2x600 MW power project at Salaya in Gujarat. These four
invoices were found to have been raised by HPECL on GSF towards ‘successful
completion of Reliability Run and Snychronisation of Units 1 & 2 of Salaya
Power Project of EPGL. It appears that contractually HPECL were to receive
payment for goods supplied by it to the power project at Salaya only upon
successful installation, synchronisation and its proper functioning. It further
appears that Units 1 & 2 referred to in these invoices had been set up with the
aid of goods supplied by HPECL. These HPECL invoices specifically, inter-alia,
indicated the overall contract prices of the contracts between GSF and HPECL,
as in existence on 04-07-2012, 10-04-2012 and 06-12-2012 i.e. the dates
when the respective invoices were raised. Scanned images of the four invoices

are reproduced below for illustration:-
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IMAGE NO. 1
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Building 2, Central Development Zone, Nangang Dlstnct. Harbin, China
Post Code:150090 Tel: (0086-451) 87919669 Fax: (0086-451) 82309457

- CONTRACTNO. - - CONTRACT DATE INVOICENO, - ) INVOICE DATE
SALAYA/GS/HPE/001 2007-10-21 HPE/S/Supply/011 Jul.4, 2012

BILLED TO:
GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office No0.38G,03 & 04,PO Box N0.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENT FOR 1200MW POWER PLANT AT SALAYA AS PER
CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE

Payment against Successful Completion of Reliability Run of

Unit 2
Total Contract Price - 3354,463,900.0_0_
Percentage of Contract Price Due to pay 1.21%
_ PAYMENT DUE U.S. DOLLARS $4.300,000.00
SAY US DOLLARS: Four million three hundred thousand only
Project Manager(HPE):

Qur Bank Details:

Bank name: Bank of China, Hellongjlatﬁ Bl'ﬁl’ch

Address of Bank: No.19 Hongjun Street, Nangang Dist.,Harbin,P.R.China
Account No. 165201764896

Swift No. BKCHCNBJ860

v

Total Contract Price

between and GSF & HPECL

for the Salaya Power Project
US $ 354, 463 900/
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IMAGE NO. 2
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Building 2, Central Development Zone, Nangang District, Harbin, China
Post Code: 150090 Tel: (0086-451) 87919669 Fax: (0086-4?1? 62309467—“,
INVOICE Wil
- CONTRAGT NO. - CONTRACT DATE ~ L INVOICE NO. Sl INVOICE DATE
SALAYA/GS/HPE/001 2007-10-21 HPEISISupplyIO10 Jul. 4,2012

BILLED TO:
GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office No0.38G,03 & 04,PO Box No.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENT FOR 1200MW POWER PLANT AT SALAYA AS PER
CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE

Payment against Successful Completion of Reliability Run of

Unit 1
Total Contract Price . $354,463,900.00
Percentage of Contract Price Due to pay ; 1.21%
- ‘ PAYMENT DUE U.S. DOLLARS $4.300.000.00
SAY US DOLLARS . B Four million three hundred thousand only
Project Manager(HPE):
Our Bank Details: . O

Bank name: Bank of China, Heilongjiang'xg"ra‘ni:h '

Address of Bank: No.19 Hongjun Street, Nangang Dist.,Harbin,P.R.China
Account No. 165201764896

Swift No. BKCHCNBJ860 S

v

Total Contract
Price between and GSF &
HPECL for the Salaya Power
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IMAGE NO. 3

Slaps DL Dk G

Building 2, Central Development Zone, Nangang District, Harbin, China
Post Code: 150090 Tel: (0086-451) 87919669 Fax: (0086-451) 82309457

 CONTRACT NGO, F CONTRACTDATE | - 0 INVOICENO. - i i INVOICE DATE
SALAYA/GS/HPE/001 2007-10-21 HPEISISuppIy/OOQ Apr.10, 2012

BILLED TO:
GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office N0.38G,03 & 04,PO Box No.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENT FOR 1200MW POWER PLANT AT SALAYA AS PER
CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE

Payment against Synchronisation of Unit 2

Total Contract Price o $354,463,900.00
Percentage of Contract Price Due to pay 1.21%
PAYMENT DUE U.S. DOLLARS $4.300,000.00
SAY US DOLLARS _f_~ : Four million three hundxd thousand only
Project Manager(HPE):
2 ST
Our Bank Details: Yo o

Bank name: Bank of China, Heilongjlang Branch

Address of Bank: No.19 Hongjun Street, Nangang Dist.,Harbin, P R.China

Account No. 165201764896 o
Swift No. BKCHCNBJ860 T L

¢

Total Contract Price

between and GSF & HPECL

for the Salaya Power Project

US $ 354,463,900/
’ ’/fai;’:;f;;\; .
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IMAGE NO. 4

L‘T » \;g.\_y;& 12088 <

Building 2, Central Development Zone, Nangang District, Harbin, China
Post Code:150090 Tel: (0086-451) 87919669 Fax: (0086-451) 82309457
CONTRACTNO, - CONTRACT DATE S INVOICENQ, i INVOICE DATE
SALAYA/GS/HPE/001 2007-10-21 HPE/S/Supply/008 Jan. 6,2012

BILLED TO:
GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office No.38G,03 & 04,PO Box No.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENT FOR 1200MW POWER PLANT AT SALAYA AS PER
CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE

Payment against Synchronisation of Unit 1

Total Contract Price / $354,463,900.00
Percentage of Contract Price Due to pay 1.21%
‘ PAYMENT DUE U.S. DOLLARS $4,300,000.00
SAYUSDOLLARS:  Four million three hundred thousand only
Project Manager(HPE):
. 2
Our Bank Details: W

Bank name: Bank of China, Heilongjiang Branch
Address of Bank: No.19 Hongjun Street, Nangang Dist., Harbln P.R.China
Account No. 165201764896

Swift No. BKCHCNBJ860 -

v

Total Contract Price

between and GSF & HPECL

for the Salaya Power Project
US $ 354,463,900/ -
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20.9 Information forthcoming in four such invoices, as considered

relevant, is tabulated below:-
Table-15

Invoices raised by HPECL on EPGL indicating the overall contract value of
the Contract between GSF and HPECL for Salaya (RUD-86A)

S. HPECL’s Contract | Invoice raised for Invoice Remarks
No. invoice no. Reference Value (US
/date No. $)

[A] [B] [C] [D] [E] [F]

1. HPE/S/Supply | Salaya/GS | Payment against | 4,300,000 | The amount claimed
/011 dt. 04- | /HPE/001 | successful in the invoice is
07-2012 dt. 21-10- | completion of worked out as % of

2007 reliability run of the total contract
Unit 2 price i.e. @ 1.21% of
$ 354,463,900

thereby revealing the
total contract price.

2. HPE/S/Supply | Salaya/GS | Payment against | 4,300,000 | The amount claimed

/010 dt. 04-| /HPE/001 | successful in the invoice is
07-2012 dt. 21-10- | completion of worked out as % of
2007 reliability run of the total contract

Unit 1 price i.e. @ 1.21% of

$ 354,463,900

thereby revealing the
total contract price.

3. HPE/S/Supply | Salaya/GS | Payment against | 4,300,000 | The amount claimed

/009 dt. 10-| /HPE/001 | Synchronisation of in the invoice is
04-2012 dt. 21-10- | Unit 2 worked out as % of
2007 the total contract

price i.e. @ 1.21% of

$ 354,463,900

thereby revealing the
total contract price.

4. HPE/S/Supply | Salaya/GS | Payment against | 4,300,000 | The amount claimed

/008 dt. 06- | /HPE/001 | Synchronisation of in the invoice is
01-2012 dt. 21-10- | Unit 1 worked out as % of
2007 the total contract

price i.e. @ 1.21% of

$ 354,463,900

thereby revealing the
total contract price.

From the above, it appears that contract price of the Contract No.
Salaya/GS/HPE/001 dated 21-10-2007 between GSF and HPECL for supply of
equipments for the 1200 MW power project at Salaya in Gujarat finally stood at
USD 354,463,900 (USD 354.46 Million) after various amendments which is
apparent from the billing pattern in the above invoices, which not only
specified ‘Total Contract Price’ , but also bills the amounts claimed under the

invoices as a percentage thereof.

20.10 With reference to the information tabulated in Table-14 above, it
appears that prior to the amendments, GSF had originally entered into supply

contracts with HPECL as shown in Column C of the Table to secure supply of
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BTG & their auxiliaries for the Salaya and Mahan Thermal power projects of (2
x 600 MW)-1200 MW capacity each, as reflected as Sr.Nos. 1 & 2 of Column B
respectively. It prima facie appears that the contracts referred to in Column B
of the Table were entered into by GSF with HPECL on a back-to-back basis i.e.
back-to-back in relation to the two contracts GSF entered into with EPGL and
EPMPL for the Salaya and Mahan Thermal Power Projects, respectively, as
reflected at Table-11 above. It also appears that average cost of equipments
viz. Boiler-Turbine-Generator (BTG) of Chinese Origin required for setting up a
thermal power plant having capacity to produce 1200 MW of power, ranged
between USD 346-352 Million during October 2007i.e. when GSF enetered into
contracts with OEMs/Actual Suppliers. Given the fact that HPECL is a
manufacturer-exporter, the above price of power plant equipments represents
the manufacturer’s price. On comparing this price ranging between USD 346-
352 Million for a power project of 1200 MW with the price charged by GSF to
EPGL and EPMPL, as per contracts entered into by GSF with EPGL & EPMPL
for power projects of identical capacity (1200 MW) each at Salaya and Mahan,
the average price works out to USD 520 Million ($ 530 M + $ 510 M = $ 540
M/2). It appears that the average price charged by GSF, an intermediary
invoicing agent (and also a related entity), to EPGL/EPMPL for supply of
equipments to set up a power plant having capacity to produce 1200 MW of
power, was about 47% higher than the price charged by the actual
manufacturer of the goods viz. OEM-HPECL.

20.11 Scrutiny of the shipper details (shipper as per Bills of lading)
provided by EGPL and EPMPL for individual shipments imported on invoices of
GSF revealed that apart from name of ‘HPECL’, the names of few other
firms/entities had been indicated as ‘shipper’, thereby implying that for those
shipments, the entities named as the ‘shipper’ were the actual suppliers
and/or manufacturer for the equipments shipped in the said consignments.
Efforts were made to retrieve shipper-wise details of import by EPGL and
EPMPL with corresponding details of number of consignments and aggregate
value thereof from the tabulated data of imports by EPGL & EPMPL on invoices

raised by GSF. The results of this exercise are tabulated below:-
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Table-16

Names of Shippers as appearing in Bills of Lading pertaining to shipments
imported by EPGL & EPMPL on GSF invoices

Name of the shipper | IMPORTS BY EPGL FROM IMPORTS BY EPMPL FROM
Sr. as per bill of lading | GSF UNDER AGREEMENT GSF UNDER AGREEMENT
No. of EPGL or EPMPL DATED 24-08-2007 DATED 24-08-2007
No. of | Value in USD | No. of | Value in USD
C/ments C/ments
A B (] D E F
1. Harbin Power | 203 490,734,833 224 470,105,951.2
Engineering Co. Ltd.
2. Zhejiang Hangxiao | 15 23,726,891 11 24,278,566
Steel Structure Co.
Ltd.
3. Shandong Fenghui | 02 9,685,716 03 9,685,716
Equipment
Technology Co. Ltd.
4. Putzmeister Solid | 01 1,062,563 01 4,369,986
Pumps GmBh
5. Taprogge Gesellschaft | 01 2,652,160 Not Not applicable
GmBh applicable
6. Shenyang Sanyo | 04 1,164,393 04 1,151,948
Building Machinery
Co. Ltd.
7. Atlas Copco Air Power | 01 347,646 01 289,575
N.V.
8. OYL Manufacturing | 01 212,625 01 204,750
Company SDN BHD
9. Sainty International | 01 57,947 02 69,570
Group Yangzhou
Machinery Import &
Export Co. Ltd.
10. Zigone Dong Fang | 02 28,500 02 12,150
Filtration Equipment
Manufacturing Co.
Ltd.
TOTAL 231 529,673,274* | 248 510,168,211.4

Note : Total number of consignments show at Columns C and E for EPGL and EPMPL,
respectively, do not include shipments covered by invoices raised by GSF under NCV
i.e. No Commercial Value or free of charge supplies.

* The value differs from Actual remittances made of USD $ 529615203 effected by EPGL
since the aforesaid value includes some invoices on CIF basis as against remittances on
FOB basis

20.12 It appears from the details shown in Table-16 above that GSF had
raised invoices for supply of goods shipped by the entities listed at Column B,
thereby implying that GSF had acted as intermediary invoicing agent in
supplies by suppliers other than HPECL. It also appears that by and large, GSF
had raised invoices for the goods shipped to EPGL and EPMPL in terms of the
two contracts, both dated 24-08-2007, entered into by it with EPGL and
EPMPL, as reflected by the aggregate figures of value shown in Table-16 above,
which are based on actual imports vis-a-vis contract value of the contracts

between GSF & EPGL and GSF & EPMPL, as summarised below:-
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Table-17

Contract Values for Salaya & Mahan Projects (GSF-EPGL/EPMPL) vis-a-vis
aggregate invoice-values of GSF invoices on EPGL & EPMPL, respectively

S. Particulars for EPGL Particulars EPMPL
No. | Value of | Aggregate invoice value | Value of | Aggregate invoice value of
contract of goods invoiced by GSF | contract goods invoiced by GSF on
between GSF | on EPGL for all | between GSF | EPMPL for all shipments
& EPGL (USD) | shipments as per import | & EPMPL | as per import details
details provided by | (USD) provided by  importer
importer (USD) (USD)
A B C D E
1. 530,000,000 529,673,274 510,000,000 510,168,211.4

20.13
on a back-to-back basis (back to back in relation to contracts entered into by it

with EPGL and EPMPL) with HPECL, efforts were made to obtain all such

Since investigations revealed that GSF had entered into contracts

contracts entered into by GSF with various OEMs/original suppliers including
HPECL.

20.14 After repeated requests and sustained persuasion, EPGL vide its
letter bearing Ref.No. EPGL/DRI/GS/04 dated 17-07-2014 (RUD-87) (almost a
year after the enquiry was initiated) forwarded certain contracts & amendments
thereof, said to have entered into by GSF with various overseas vendors (OEMs)
in relation to setting up of the Salaya Thermal Power Plant at Gujarat. EPMPL,
also, vide its letter Ref: EPMPL/DRI/GS/03 dated 17-07-2014 (RUD-88)
forwarded certain contracts & amendments thereof, said to have entered into
between GSF and various overseas vendors (OEMs) in relation to setting up of

the Mahan Thermal Power Plant at Madhya Pradesh.
Table-18

Details of the Contract dated 21-10-2007 between HPECL and GSF for
BTG package for power plant at Salaya in Gujarat (2x600 MW)

Brief particulars of

Scope of work as per

Facility : Purpose of setting

Consideration

the Contract Contract of which contract executed
Agreement no. | Design & engineering, | 1200 MW (2 x 600) MW | USD 400,000,000 # (@
Salaya/GS/HPE/001 | manufacturing, procurement, | thermal power project to be | USD 200,000,000 for each
dated 21-10-2007 | supply, commissioning and | situated at Salaya, Jamnagar | unit of 600 MW) FOB/FCA
between  GSF & | performance testing of the | District, Gujarat. basis.
HPECL. Contract | Boiler, Turbine and Generator
signatories-Shri Qu | packages (BTG) and their # Final Contract Price is
Zhe on behalf of | auxiliaries USD 354,463,900 by way
HPECI in presence of of subsequent
Shri Zhang Liwei (as amendmends as detailed
witness) and Shri below
V.N.Paradkar, CEO
on behalf GSF in
presence of  Shri
S.S.Bagrodia {as
witness).
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Amendments to Contract dated 21-10-2007 between HPECL and GSF for
BTG package for power plant at Salaya (2x600 MW)

S.No. | Date of | Effect of Amendment Change in | Remarks
Amendment Contract Price
by virtue of
amendment
A B C D E

1. 19-11-2008 Amends the provisions of Article | Contract value
5.1 of the Original Contract | reduced from
dated 21-10-2007, deletes | USD 400 Million
Schedule 4 and Amends |[to USD 348
Schedule 3 which deals with the | Million
Lumpsum contract Price, and
Schedule 7 which deals with
stages and mode of payment. In
short, as per the contract, in
respect of certain items referred
to as Other Project Materials
(OPM) which were originally
within the scope of HPECL, GSF
had an option to source/procure
the said OPM from other
suppliers (other than HPECL)
and the parties had agreed to
have contract price reduced
commensurate with the reduced
scope of supplies.

2. 12-05-2009 Scope of supplies of HPECL | Contract price
increased due to increase for | increased from
additional fields for Electrostatic | USD 348 Million
Precipitator (ESP), ID Fans & | to USD 352.18
VFD’s, Insulation, cables etc. | Million (Cost on
Incidental changes made in | account of
payment terms for increased |increased scope
scope of work. of work is USD

4.18 Million)

3. 22-10-2009 Enhancement in the Contract | Contract Price
value due to cost escalation in | increased from
some major items as under :- UsD 352.18

i) Unit 1 & 2 water wall | million to USD
system : Increase of | 356.18 million
USD 1 Million
i) Unit 2 Boiler Drum :
Increase of USD 1
Million
ii) Unit 1  Generator
stator & rotor
Increase of USD 1
Million
1v) Unit 2  Generator
stator & rotor
Increase of USD 1
Million
Total Increase of USD 4 Million
and incidental changes in mode
and manner of payment towards
escalated costs.

4. 18-10-2010 Contract value and mode & | Contract Price | Final Contract

manner of payment amended reduced from | Price USD
USD — 356.18 | 354 463,900
million to USD
354,463,900

Page 67 of 247




SCN No. DRI/MZU/CI-11/2013-14

20.15 Similar details as tabulated above in respect of the contract
between GSF & HPECL and amendments thereof, are tabulated as under on

the basis of documents submitted by EPMPL: -

Table-20

Details of the Contract dated 21-10-2007 between HPECL and GSF for
BTG package for power plant at Mahan (2x600 MW)

Brief particulars of Scope of work as per Facility : Purpose of setting Consideration
the Contract Contract of which contract executed
Agreement no. | Design & engineering, | 1200 MW (2 x 600) MW | USD 400,000,000 # (@

Mahan/GS/HPE/001 | manufacturing, procurement, | thermal power project to be | USD 200,000,000 for each
dated 21-10-2007 | supply, commissioning and | situated at Mahan, in Sidhi | unit of 600 MW) FOB/FCA

between GSF & | performance testing of the | District of Madhya Pradesh. basis

HPECL. Contract | Boiler, Turbine and Generator

signatories-Shri Qu | packages (BTG) and their # Final Contract Price is
Zhe on behalf of | auxiliaries USD 353,085,850 by way
HPECL in presence of of subsequent
Shri Zhang Liwei (as amendmends as detailed
witness) and Shri below

V.N.Paradkar, CEO
on behalf GSF in
presence of Shri
S.S.Bagrodia (as
witness).

Table-21

Amendments to Contract dated 21-10-2007 between HPECL and GSF for
BTG package for power plant at Mahan (2x600 MW)

S.No. | Date of | Effect of Amendment Change in | Remarks
Amendment Contract Price
by virtue of
amendment
A B C D E
1. 19-11-2008 | Amends the provisions of Article | Contract  value

5.1 of the the Original Contract | reduced from
dated 21-10-2007, deletes | USD 400 Million
Schedule 4 and Amends|to USD 344
Schedule 3 which deals with the | Million
Lumpsum contract Price, and
Schedule 7 which deals with
stages and mode of payment. In
short, as per the contract, in
respect of certain items referred
to as Other Project Materials
(OPM) which were originally
within the scope of HPECL, GSF
had an option to source/procure
the said OPM from other
suppliers (other than HPECL)
and the parties had agreed to
have contract price reduced
commensurate with the reduced
scope of supplies.

2. 12-05-2009 Scope of supplies of HPECL | Contract price
increased due to increase for | increased from
additional fields for Electrostatic | USD 344 Million
Precipitator (ESP), ID Fans & | to USD 350.82
VFD’s, Insulation, cables etc. | Million (Cost on

Incidental changes made in | account of

payment terms for increased | increased scope RS

scope of work. of work is USD Q:,/"‘a
6.820 Million) /;; :
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3. 22-10-2009 Enhancement in the Contract | Contract Price
value due to cost escalation in | increased from
some major items as under :- USD 350.82
i) Unit 1 & 2 water wall | million to USD
system : Increase of | 354.82 million
USD 1 Million
i) Unit 2 Boiler Drum :
Increase of USD 1
Million
iii) Unit 1  Generator

stator & rotor
Increase of USD 1
Million
iv) Unit 2  Generator

stator & rotor
Increase of USD 1
Million

Total Increase of USD 4 Million

and incidental changes in mode

and manner of payment towards

escalated costs.

4, 18-10-2010 Contract value and mode & | Contract Price | Final Contract
manner of payment amended reduced from | Price . USD
UsD 354.82 | 353 085,850
million to USD
353,085,850
20.16 A comparison of the Contract dated 21-10-2007 between GSF &

HPECL (Table-18) and amendments thereof (Table-19) covering supply of goods
for the Salaya Power Project of 2 x 600 MW capacity at Gujarat with the
Contract dated 21-10-2007 between GSF & HPECL (Table-20) and
amendments thereof (Table-21) covering supply of goods for the Mahan Power
Project at Madhya Pradesh of 2 x 600 MW, reveals striking commonalities
between them in respect of several key areas in respect of which the
amendments were executed, e.g. the original contract value, the
increase/decrease in scope of supply and associated goods involved, quantum
of increase/decrease in contract price commensurate with increase/decrease in
scope of supplies. It is note-worthy to highlight that even the dates on which
the amendments were carried out were the same implying thereby that the
amendments to the respective contracts for Salaya and Mahan were entered
into on identical dates. The actual supplier of BTG equipments viz. (HPECL, the
manufacturer-exporter), is also an entity common to both the thermal power
projects- Salaya in Gujarat (EPGL) and Mahan in Madhya Pradesh (EPMPL)
having identical capacity i.e. 2 x 600 MW = 1200 MW each and both coal fired.

20.17 Scrutiny further reveals that in each of two contracts executed by
GSF with HPECL (i.e. one for Salaya and the other for Mahan), GSF has been
designated as the ‘Purchaser’ and HPECL has been designated as the

‘Supplier’. Relevant contents from each of the two contracts between HPECL
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and GSF for Salaya and Mahan Power Projects, as considered necessary, are

extracted and reproduced below :-

Table-22

Information in the Contracts between GSF & HPECL for the Salaya and
Mahan Power Projects.

S.No. | Contract No. Salaya/GS/HPE/001 dated | Contract No. Mahan/GS/HPE/001 dated
21-10-2007 between GSF & HPECL for | 21-10-2007 between GSF & HPECL for
supplies to the Salaya Power Project supples to the Mahan Power Project

1. WHEREAS, the purchaser (GSF) has | WHEREAS, the purchaser (GSF) has
entered into an agreement (the | entered into an agreement (the agreement
agreement referred here is the agreement | referred here is the agreement dated 24-
dated 24-08-2007 between GSF & EPGL) | 08-2007 between GSF & EPMPL) in
in relation to a 1200 (2x600) MW coal | relation to a 1200 (2x600) MW coal based
based thermal power plant to be situated | thermal power plant to be situated at
at Salaya, Jamnagar District, Gujarat, | Mahan, Sidhi District, Madhya Pradesh,
India (the “Facility”) for the design, | India (the “Facility”) for the design,
engineering, procurement, | engineering, procurement, manufacturing,
manufacturing, training of the Ultimate | training of the Ultimate User’s personnel,
User’s personnel, inspection and testing | inspection and testing at manufacturer’s
at manufacturer’s works to nominated | works to nominated Ports of Shipment for
Ports of Shipment for all items of the | all items of the Plant and Equipment
Plant and Equipment (hereinafter | (hereinafter defined) of non-Indian Origin
defined) of non-Indian Origin on | on FOB/FCA basis in respect of each Unit
FOB/FCA basis in respect of each Unit of | of the Facility (the “Main Supply
the Facility (the  “Main Supply | Agreement”);

Agreement”);

AND WHEREAS, the Supplier (HPECL) is
AND WHEREAS, the Supplier (HPECL) is | qualified as a Pre-Qualified Sub-contractor
qualified as a Pre-Qualified Sub- | of the Purchaser under the Main Supply
contractor of the Purchaser under the | Agreement and the Purchaser is desirous
Main Supply Agreement and the | of granting a sub-contract to the supplier
Purchaser is desirous of granting a sub- | in respect of the design, engineering,
contract to the supplier in respect of the procurement, manufacturing, training of
design, engineering, procurement, | the Ultimate User’s personnel, inspection
manufacturing, training of the Ultimate | and testing at Supplier’s works, packing in
User’s personnel, inspection and testing | 5 seaworthy/roadworthy manner,
at Supplier’s works, packing in a |forwarding and dispatch from Supplier’s
seaworthy/roadworthy manner, | works to nominated Ports of Shipment of
forwarding and dispatch from Supplier’s | all Items of the Plant and Equipment of
works to nominated Ports of Shipment of | non-Indian Origin on FOB/FCA basis (all
all Items of the Plant and Equipment of | of which obligations shall collectively be
non-Indian Origin on FOB/FCA basis (all | referred to as the “Supply”) in respect of
of which obligations shall collectively be | each Unit of the Facility, in accordance
referred to as the “Supply”) in respect of | with this Contract.
each Unit of the Facility, in accordance
with this Contract.

2. Definition of ‘Facility’ as per the Contract | Definition of ‘Facility’ as per the Contract
“Facility means the 1200 (2x600) MW | “Facility means the 1200 (2x600) MW
thermal power project to be situated at | thermal power project to be situated at
Salaya, Jamnagar District, Gujarat, India | Mahan, Sidhi District, Madhya Pradesh,
in relation to which the Supply is |India in relation to which the Supply is
required to be performed in accordance | required to be performed in accordance
with the Contract. with the Contract.
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20.18 Particulars provided in the Table above clearly appear to reveal
that the contracts dated 21-10-2007 between GSF and HPECL for the power
projects at Salaya in Gujarat and Mahan in Madhya Pradesh are contracts
conceived and executed on back-to-back basis in relation to the two contracts,
both dated 24-08-2007, executed by GSF with EPGL and EPMPL respectively,
in so far as they relate to the supply of BTG & its auxiliaries. It appears
that the same set of goods manufactured by the OEM-HPECL are covered by
two distinct sets of contracts i.e. Agreements between GSF and HPECL for
Salaya and Mahan and the corresponding agreements between GSF & EPGL
and GSF & EPMPL, respectively as shown below :-

A. Contract dt. 21-10-2007 between
GSF with HPECL for 2 x 600 MW
Power Project at Salaya in Gujarat
(HPECL raises invoices on GSF) g by two back to back

Identical goods covered

Al. Contract dt. 24-08-2007 between contracts (Manufactured

GSF & EPGL for 2 x 600 MW | by HPECL for supply to
Power Project at Salaya in Gujarat
(GSF raises B-2-B invoices on
EPGL)

Salaya Power Project)

B. Contract dt. 21-10-2007 between
GSF with HPECL for 2 x 600 MW
Power Project at Mahan in M.P.
(HPECL raises invoices on GSF)

Identical goods covered
by two back to back
contracts (Manufactured
by HPECL for supply to

Mahan Power Project)

B1l. Contract dt. 24-08-2007 between
GSF & EPGL for 2 x 600 MW
Power Project at Mahan in M.P
(GSF raises B-2-B invoices on
EPMPL)

20.19 From the amendments carried out by the parties in the Contracts
between GSF and HPECL for both the power projects of Salaya and Mahan as
brought out in Tables 19 & 21, it appears that a portion of the scope of
supplies (which was originally under the scope of supply of HPECL) was
removed from HPECL’s scope and entrusted to third party entities as mutually
agreed between the parties. The figures given in Table-16 above, shipper-wise,
corroborate this aspect, wherein, in addition to the name of HPECL, the names
of some other vendors are also figuring. On an average, goods with over 92% of

contract value were supplied by HPECL, as is evident from Table-23 below.

20.20 A comparison of value of the goods as per the contracts between

GSF and EPGL/EPMPL vis-a-vis aggregate invoice value of GSF’s invoices
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raised on EPGL/EPMPL (for Salaya & Mahan, respectively,) for all
consignments involving the OEM-HPECL as the ‘shipper’ is tabulated below.
The aggregate invoice value of GSF’s invoices has been worked out on the basis
tabulated details provided by EPGL and EPMPL by filtering the shipper column
to retrieve only those shipments where name of HPECL is appearing as a

shipper (refer Table-16 above).

Table-23

Summary of imports by EPGL/EPMPL from GSF where HPECL was the
shipper vis-a-vis value of contracts between GSF & EPGL and GSF &

EPMPGL
Sr. Project Contract value of the | Aggregate value of | % of HPECL
No. contract between GSF | invoices raised by GSF on | supply (D as
& EPGL/EPMPL back-to-back basis (where % of C)
(USD) HPECL is the
shipper/original supplier)
based on actual imports
(USD)
A B C D F
1. 2 x 600 MW 530,000,000 490,734,833 92.59%
Power
Project at
Salaya in
Gujarat
2. 2 x 600 MW 510,000,000 470,105,951 92.18%
Power
Project  at
Mahan in
Gujarat

The figures in the Table above clearly reveal that total invoice-value of GSF’s
invoices raised for consignments shipped by HPECL constitutes more than 92%
of the total contract value of goods in the case of each of two contracts between

GSF & EPGL (for Salaya) and GSF with EPMPL (for Mahan).

20.21 The aggregate contract value of goods for the two projects viz.
Salaya and Mahan, as per the contracts between OEM (HPECL) and GSF vis-a-
vis aggregate invoice value of actual supplies shipped by HPECL for which
back-to-back invoices were raised by GSF on EPGL & EPMPL, respectively, on
the strength of which goods were cleared upon their arrival in India, is

summarised below : -

ﬁmﬂgv ENUE
v c‘«
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Table-24

OEM contract values (GSF-HPECL) vis-a-vis aggregate value of invoices
raised by GSF on EPGL/EPMPL based on actual imports for shipments by

HPECL
Sr. Project Final Contract | Aggregate value | Difference % of
No. values of two | of invoices raised (USD) increase
contracts by GSF on back- over
between GSF & | to-back basis OEM
HPECL towards | (where HPECL is contract
supply of goods | the value (E
to shipper/original as % of
Salaya/Mahan supplier) (USD) C)
(USD)
A B C D E F
1. 2 x 600 MW | 354,463,900 490,734,833 136,270,933 | 38.44%
Power Project
at Salaya in
Gujarat
2. 2 x 600 MW | 353,085,850 470,105,951 117,020,101 | 33.14%
Power Project
at Mahan in
Madhya
Pradesh
20.22 The figures in Column C in the Table above are the final contract

values (after amendments) of the two contracts both dated 21-10-2007 between
HPECL and GSF, for the two power projects at Salaya and Mahan. The figures
summarised at Column D are the aggregate invoice values of all invoices raised
by GSF on EPGL and EPMPL, where the consignments have been shipped by
HPECL as indicated on bills of lading pertaining to the corresponding
individual shipments. These particulars have been worked out on the basis of
details of import consignments provided by the representatives of
EPGL/EPMPL (refer Table-16 above). From the aggregate figures in Column D,
it appears that GSF has substantially inflated the invoice value of the OEM
(HPECL) in the invoices raised by it on EPGL and EPMPL to the extent as
shown in Column E of the above Table i.e. 38.44% and 33.14% for Salaya and
Mahan projects, respectively. It further appears that the goods imported into
India by EPGL and EPMPL have been cleared upon their arrival on the strength
of the inflated invoices raised by GSF.

20.23 The aforesaid pattern of inflation of invoice-values by GSF also
appear to be valid in respect of other shippers, i.e. other OEMs/Actual
suppliers (other than HPECL). A comparison of the aggregate invoice-value of
OEMs (other than HPECL) raised on GSF vis-a-vis aggregate value of back-to-
back invoices raised by GSF on EPGL/EPMPL also appears to reveal invoice
value inflation (over and above OEM value) by GSF. The difference between the

invoice values of the goods in the invoices raised by other OEMs (other than
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HPECL) on GSF at aggregate level and those in the GSF’s invoices on
EPGL/EPMPL is shown in Tables-25 and 26 below :-
Table-25

Summary of shipments (no. of c/ments & aggregate value thereof) by
other OEMs (other than HPECL) vis-a-vis aggregate value of invoices
raised by GSF on EPGL for these shipments

(in USD)
Name of the shipper | Aggregate value of | Aggregate value of | Difference
Sr. (other than HPECL) | invoices raised by | invoices raised by
No. as per bill of lading | OEM’s (other than | GSF on back-to-
for shipment to | HPECL) on GSF | back basis against
EPGL towards supply of | shipments by
goods to Salaya | respective OEMs
based on individual | (other than HPECL)
OEM invoices
No. of | Value No. of | Value Difference
Cs (FOB) Cs (FOB) (F -D)
A B C D E F G
1. Zhejiang Hangxiao
Steel Structure Co. 15 20,602,080 15 23,726,891 3,124,811
Ltd.
2. Shandong Fenghui
Equipment 02 7,174,605 02 9,685,716 2,511,111
Technology Co. Ltd.
3. Putzmeister Solid
Pumps GmBh 01 685,995 01 1,062,563 376,568
4. | Taprogge Gesellschaft | ;| ;719044 | 01 | 2,652,160 | 939,916
GmBh
5. Shenyang Sanyo
Building  Machinery 04 868,950 04 1,164,393 295,443
Co. Ltd.
6. ﬁt{fs Copeo Air Power | 210,746 01 347,646 136,900
7. OYL Manufacturing
Company SDN BHD 01 157,500 01 212,625 55,125
8. Sainty International
Group Yangzhou
Machinery Import & 01 43,596 01 57,947 14,351
Export Co. Ltd.
9. Zigone Dong Fang
Filtration Equipment |, 18,100 02 28,500 10,400
Manufacturing Co.
Ltd.
TOTAL 28 31,473,816 28 38,938,441 | 7,464,625
Note: 1. CS denotes ‘Consignments’

2. Figures mentioned at Sr.No. 3,4 & 6 of Column D of the Table have been converted
into USD on the basis of exchange rates prevailing on the date when Bills of Entry
were filed. The invoice currency as per OEM invoices is EURO. (i.e. 512820 Euro,
1280000 Eur and 165000 Eur for Sr.Nos 3, 4 & 6 respectively)

3. Chart excludes GSF invoices declared as having ‘No Commercial Value’ (NCV)
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Table-26

Summary of shipments (no. of consignments & aggregate value thereof) by
other OEMs (other than HPECL) vis-a-vis aggregate value of invoices
raised by GSF on EPMPL for these shipments

(in USD)
Name of the shipper | Aggregate value of | Aggregate value of | Difference
Sr. (other than HPECL) | invoices raised by | invoices raised by
No. as per bill of lading | respective OEMs | GSF for Mahan on
for shipment to | (other than HPECL) | back-to-back basis
EPMPL on GSF towards | (where respective
supply of goods to | OEM  (other than
Mahan based on | HPECL) is the
invoices of OEMs shipper/original
supplier)
No. Value (FOB) | No. of | Value (FOB) | Difference
of CSs (F-D)
Cs
A B C D E F
1. Zhejiang Hangxiao | 11 21,111,799 11 24,278,566
Steel Structure Co. 3166767
Ltd.
2. Shandong Fenghui | 03 7174605 03 9,685,716
Equipment 2511111
Technology Co. Ltd.
3. Putzmeister Solid | 01 3151636 01 4,369,986
Pumps GmBh 1218350
5. Shenyang Sanyo | 04 875250 04 1,151,948
Building  Machinery 276698
Co. Ltd.
6. ;\I'Fi;a.s Copco Air Power | 01 223257 01 289,575 65885
7. OYL Manufacturing | 01 157500 01 204,750 47250
Company SDN BHD
8. Sainty International | 02 43597 02 69,570
Group Yangzhou
Machinery Import & 25973
Export Co. Ltd.
9. Zigone Dong Fang | 01 8100 01 12,150
Filtration Equipment
Manufacturing Co. 4050
Ltd. %
TOTAL 24 32,745,744 | 24 40,062,261 | 7316084

Note : 1. CS denotes ‘Consignments’

2. Figures mentioned at Sr.No. 3 & 6 of Column D of the Table have been converted
into USD on the basis of exchange rates prevailing on the date when Bills of Entry
were filed. The invoice currency as per OEM invoices is in EURO. (i.e. Euro
2187180 & Euro 165000 for Sr.Nos 3 & 6, respectively)

3. Chart excludes GSF invoices declared as having ‘No Commercial Value’ (NCV)

20.24 From the above, it appears that GSF has substantially inflated the
price by about 24% & 22.3% at aggregate level in the invoices raised by it on
EPGL and EPMPL respectively, over the actual price of goods as available in the
OEM-invoices. Therefore, it appears that inflation of invoice price by GSF in its
invoices over the OEM invoice price is a pattern not restricted to one OEM i.e.
HPECL but is a common feature in all invoices raised by GSF on EPGL and
EPMPL, on a back-to-back basis against shipments by other OEMs also. EPGL
and EPMPL, on their part have cleared the imported goods on the strength of
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the said inflated invoices raised by GSF in the case of shipments by HPECL
and other OEMs.

20.25 A comparison of the various amendments carried out in the two
sets of contracts- [one set representing amendments to contracts between
HPECL and GSF for projects at Salaya & Mahan; second set representing
amendments to contracts between GSF & EPGL (Salaya) and GSF & EPMPL
(Mahan)] clearly appears to show that there are no similarities in the
amendments between the two sets of contracts for the Salaya Power Projects
and the two sets of contracts for the Mahan Power Projects. HPECL is the
manufacturer of BTG & its auxiliaries which were shipped by it to the Salaya
and Mahan power projects for which it raised invoices on GSF as per the two
contracts dated 21-10-2007 entered into and executed by and between GSF &
HPECL. While goods were shipped directly to India, the invoices were routed

through GSF, the intermediary, who inflated the OEM value substantially.

20.26

raised by GSF, import consignments cleared on the strength of GSF’s invoices

Based on the details of import by EPGL and EPMPL on invoices

where corresponding OEM invoices (invoices raised by OEMs on GSF for goods
shipped to EPGL and EPMPL) are available having been obtained from various
overseas banks during investigation were scrutinised and their value
compared. A summary of the aggregate value of OEM invoices for shipments to
EPGL/EPMPL vis-a-vis corresponding aggregate value of GSF’s invoices raised
on EPGL/EPMPL in respect of consignments imported by EPGL on invoices
raised by GSF where corresponding OEM invoices raised on GSF are available,

is tabulated below :-
Table-27

Summary of aggregate value of invoices raised by GSF on EPGL vis-a-vis

available back-to-back OEM invoices raised on GSF

S. | Name of the | No. of | Aggregate Aggregate Difference | %

No. | OEM c/ments value of OEM | value of | in value | inflation
for which | invoices corresponding | (USD) (F as %
OEM (USD) GSF invoices of D)
invoice raised on
available EPGL (USD)

A B C D E F G
1. HPECL 123 207342527 282371952 75029425 | 36.19%
2 OEMs other | 26 31455715 38909940 7454225 23.69%
than HPECL
3. | Total 149 238798242 321281892 82483650 | 34.54%
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Table-28

Summary of aggregate value of invoices raised by GSF on EPMPL vis-a-vis

available back-to-back OEM invoices raised on GSF

S. | Name of the | No. of | Aggregate Aggregate Difference | %

No. | OEM c/ments | value of OEM | value of | in value | inflation
for which | invoices corresponding | (USD) (F as %
OEM (USD) GSF invoices of D)
invoice raised on
available EPMPL (USD)

A B C D E F G
1. HPECL 63 58851901 79917745 21065843 | 35.79%
2 OEMs other | 21 30346108 36817362 6470821 21.32%
than HPECL
3. Total 84 89198009 116735107 27536664 | 31.59%

The figures provided in the above two Tables clearly reveal substantial value

inflation by the intermediary i.e. GSF over and above the OEM invoice value.

21.0

CONTRACTS WITH GSF

21.1

IMPORT OF GOODS BY ESSAR OIL LIMITED (EOL) UNDER

As mentioned elsewhere in this Notice, EOL entered into contracts

with GSF for supply of equipment and machinery for expansion of the Crude

Oil Refinery at Vadinar, in two stages under two distinct contracts. Details of

the two contracts entered into by EOL with GSF are given below :-

Table-29
Details of the Contracts entered into between Essar Oil Limited and GSF

in respect of Crude Oil Refinery at Vadinar

. i ipti ntract Value
S. Contract| Contract Signatories to Brief description of Co .a c . u
goods covered by the (Consideration)
No. | Number Date the Contract
Contract USD
A B C D E F
1. Shri S.S.Bagrodia, | Equipment & machinery of
President for EOL & | non-Indian origin for
EOL-GSZ- Shri Pradeep | Expansion of Crude Oil 11
03/2007 14-02-2007 Chokhany for GSF | Refinery at Vadinar 460.80 Million
Jamnagar, Gujarat from
10.5 MMTPA to 16 MMTPA
2. Shri M.K.Jani, Vice | Equipment & machinery of
President non-Indian origin for
EOL- (Commercial) for | enhancement of capacity of
EOL & Shri | Crude Oil  Refinery at 150.75 Million
GSZ- 16-09-2011 . .
02/2011 Pradeep Chokhany, | Vadinar Jamnagar, Gujarat
/ for GSF from to 16 MMTPA to 20
MMTPA referred to as Train
1 Optimization.

Note :- The Contract Value is final contract price agreed between the parties after
various amendments.
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The Contract No. EOL-GSZ-03/2007 dated 14-02-2007 between

GSF and EOL was amended by the contracting parties several times. Details of

the amendments are tabulated below:-

Table-30

Brief particulars of Amendments to Contract No: EOL-GSZ-03/2007 dated
14-02-2007 between EOL & GSF

S. | Amendment date &.] Effect of amendment in brief Change in
No. | signatories Contract
Price, if any,
by virtue of
amendment
A B C D
1. 13-10-2007 EOL for expanding the capacity of the | Contract value
refinery upto 16 MMTPA has carried out | amended from
Shri Shyamal Dutta, | re-configuration of the Project through | USD 390
Vice President, | UOP LLC USA resulting in addition of new | Million to USD
Commercial for EOL and | process units/revamp of existing process | 842 Million
Shri Pradeep Chokhany | units resulting in change in scope of
for GSF supply of the supplier. All amendments
carried out are as a consequence thereof.
2. 10-06-2009 Amendment carried out as result of | Contract value
Shri Shyamal Dutta, | revision in the configuration of the refinery | amended from
Vice President, | having undergone further change with a | USD 842
Commercial for EOL and | consequent change in scope of supply & | Million to USD
Shri Pradeep Chokhany | implementation schedule. The change in | 592.4 Million
for GSF scope of supply is also on account of
decision to increase indigenous sourcing
on account of fluctuation in exchange
rate.
3. 10-08-2009 Amendment carried out as a result of | Contract value
Shri Shyamal Dutta, | further change in revision in configuration | stays at USD
Vice President, | of the refinery. Amendment is also | 592.4 Million
Commercial for EOL and | necessitated by overseas vendors seeking
Shri Pradeep Chokhany | increased advance payments due to poor
for GSF liquidity condition, which has been
consented by EOL.
4. 30-01-2010 Amendment in the list of equipment & | Contract Price
Shri Shyamal Dutta, | material under the contract resulting in | amended from
Vice President, | revision in contract price. USD 592.4
Commercial for EOL and Million to USD
Shri R Kuiperi for GSF 440.8 Million
5. 12-02-2010 Amendment carried as a result of the | No change in
parties agreeing to modify the terms of | Contract Price.
Shri Shyamal Dutta, | payment in order to make it | Contract price
Vice President, | commensurate with progress of the work. stays at USD
Commercial for EOL and 440.8 Million
Shri Pradeep Chokhany
for GSF
6. 30-04-2010 Amendment carried out as a result of EOL | No change in
Shri Shyamal Dutta, | deciding to open/establish Letters of | Contract Price.
Vice President, | Credit as decided by the executing parties. | Contract price
Commercial for EOL and stays at USD
Shri Pradeep Chokhany 440.8 Million
for GSF
7. 17-09-2010 Amendments carried out due to changes | Contract Price
Shri Shyamal Dutta, | in critical equipment, increase in the | amended from
Vice President, | quantity of valves, change in type of flare | USD 440.80
Commercial for EOL and | and price rise of noble metals for catalyst. | Million to USD
Shri Pradeep Chokhany 460.80
for GSF Million ————
.\
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It appears that the initial contract price agreed between the parties was USD
390 Million, when the said Contract No. EOL-GSZ-03/2007 was signed on 14-
02-2007 which was amended four times (increased once and decreased thrice).
The final contract price based on which the Contract No. EOL-GSZ-03/2007
dated 14-02-2007 between GSF and EOL was implemented and equipment &
machinery was imported by EOL for execution of the project was USD 460.80
Million (Amendment No. 7 dated 17-09-2010 above refers).

21.3 There were no amendments made in the Contract No. EOL-GSZ-
02/2011 dt. 16-09-2011 between EOL and GSF which was entered into with a
consideration of USD 150.75 Million.

21.4 In response to DRI’s request F.No. DRI/MZU/CI-33/2013 dated
17-10-2013, seeking, inter-alia, complete details regarding bill of entry-wise
import of goods by EOL from GSF, EOL vide its letters dated 31-10-2013
(RUD-89) and 25-02-2014 (RUD-90) furnished, inter-alia, information
regarding its import from GSF under the two contracts in the prescribed

tabulated format.

21.5 Based on the details provided by EOL in tabulated form, the
quantum of imports in terms of number of consignments and value thereof vis-
a-vis aggregate value of the two contracts put together, is summarised

collectively for imports by EOL under the two contracts in the Table below :-

Table-31

Aggregate value of two contracts between EOL & GSF vis-a-vis aggregate
value of invoices raised by GSF on EOL under the two contracts based on
actual imports by EOL

Aggregate value of two | Aggregate Value of invoices raised by | Quantum of imports as %
contracts as per | GSF under the two contracts of contract value
consideration amounts | No. of C/ments Aggregate Value in
(Million USD) USD

A B C D

611,550,000 376 605,783,451 99.06%

Note : Number of consignments shown under Column B do not include consignments invoiced
by GSF where the invoices have no commercial value.

The above figures Includes values pertaining to 2 Consignments imported by EOL on
High Sea Sale basis from EPIL

21.6 Scrutiny of the tabulated charts with particulars of goods imported
by EOL from GSF revealed that in the Column provided for mentioning
particulars of the ‘Shipper’ on the basis of relevant Bills of Lading for
shipments pertaining to individual import consignments, names of various

overseas firms/entities were appearing. A total of 376 consignments were
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imported by EOL on the basis of invoices raised by GSF. A list of distinct
names indicated as ‘Shipper’ is as per Table-32 below:-

Table-32

Names of Distinct Shippers for consignments imported by EOL under

invoices of GSF

NAMES OF SHIPPERS AS PER BILLS OF LADING FOR SHIPMENT OF
SR GOODS INVOICED BY GSF AND IMPORTED BY EOL

(WUXI) DEXIN STEEL TUBE (CHINA) CO. LTD

ADAMS ARMATUREN GMBH

AGAR CORPORATION INC.

AIR PRODUCTS PLC

AMPO POYAM VALVES

AMPO S. COOP. POLG. POYAM

ARABIAN PIPELINE SUPPLY FZCO UAE

AXENS IFP GROUP TECHNOLOGIES CATALYST AND ADSORBENTS
BEA SRL

BERTHHOLD TECHNOLOGIES GMBH & CO. KG

BOHAI HEAVY INDUSTRY PIPELINE CO. LTD. CHINA
CHAS S. LEWIS AND CO. INC

CHERO PIPING SPA

CHINA AVIATION OIL IMPORT AND EXPORT COMPANY LTD.
CLARK RELIANCE

COMMERCIALE TUBI ACCIAIO

CRANE STOCKHAM VALVE LTD.

DAEBONG ACROTEC CO LTD

DAILY THERMETRICS CORPORATION

DELFIN TUBES S.A.

DELTA VALVES USA

DINGXIANG BEICHENG FLANGE CO. LTD.

DKT CO. LTD.

DOOSAN ENGINEERING AND CONSTRUCTION CO. LTD.
DOUGLAS CHERO SPA

EDGEN MURRAY FZE

| ELLIOTT EBARA TURBOMACHINERY CORPORATION
FLOWSERVE US INC.

FLSMIDTH KREBS INC.

GALLI & CASSINA SPA

GE OIL & GAS NUOVO PIGNONE SPA

GEA BATIGNOLLES TECHNOLOGIES THERMIQUES S.A.S.
GEA BATIGNOLLES THERMAL TEECHNOLOGIES (CHANGSHU) CO.
GERAB NATIONAL ENTERPRISES

GOODWIN INETRNATIONAL LTD. UK

GOUDA REFRACTORIES BV

HAEWON IND.CO.LTD

HALDOR TOPSOE A/S

HANTECH LIMITED

HEBEI CANGZHOU HENGTONG TUBING CO. LTD.
HEBEI FOCUS PIPING CO. LTD.
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HEURTEY PETROCHEM SA

43

HYOSUNG CORPORATION

44

HYUNDAI HEAVY INDUSTRIES LTD

45

IGAWARA INDUSTRIAL SERVICE AND TRADING PTE LTD.

46

INNOVATIVE TECHNOMICS EUROPE

47

INOX TECH S.P.A.

48

INTERNATIONAL INDUSTRIAL EQPT.(FZCO)

49

JIANGSU RONGCHENG SPECIAL EQUIPMENT ENGINEERING CO. LTD

50

JIANGSU YULONG STEEL PIPE CO. LTD

51

JNK HEATERS CO. LTD.

52

JOHNSON MATTHEY CATALYSTS

53

JOTUN (SINGAPORE) PTE LTD.

54

KHPT CO. LIMITED

55

KIRTANLAL INTERNATIONAL DMCC

56

KME GERMANY AG & CO. KG

57

KONECRANES INC.

58

KROHNE AG

59

LAWRENCE PUMPS ASIA PTE LTD.

60

LEONI KERPEN GMBH

61

LUMMUS TECHNOLOGY HEAT TRANSFER B.V.

62

MAITECH INTERNATIONAL INC

63

MANOIR INDUSTRIES

64

MARON STEEL SUPPLIES BV NETHERLANDS

65

MASF SPECIALITY TUBE FZE

66

METRIX INSTRUMENT CO.

67

METSO SINGAPORE PTE LTD

68

MORRIS MATERIAL HANDLING INC.

69

OFFICINE AMBROGIO MELES] & C. S.R.L.

70

OFFICINE NICOLA GALPERTI E FIGLIO SPA

71

PETRECO INTERATIONAL LIMITED

72

PETRECO INTERNATIONAL (MIDDLE EAST) LIMITED UAE

73

PETROCHINA INTERNATIONAL DAQING CO. LTD.

74

PETROGAS PIPING MIDDLE EAST FZCO

75

PROGUARD FILTRATION SYSTEMS

76

RHI DINARIS GMBH

77

RIVIT SOCIO UNICO SPA

78

RP VALVES LIMITED

79

SAINT-GOBAIN NORPRO

80

SANDVIK PROCESS SYSTEMS

81

SBW ELECTRO-MECHANICS IMPORT & EXPORT CORPORATION

82

SCHMIDT + CLEMENNS MIDDLE EAST DMCC

83

SIEMENS TURBOMACHINERY EQUIPMENT GMBH

84

SINOPEC INTERNATIONAL (HONG KONG) CO. LIMITED

85

STEEL FLOWER CO. LTD

86

STRACK GMBH

87

SUMITOMO CORPORATION TOKYO

88

SUNDSTRAND INTERNATIONAL S.A.

89

SUNGIN GEOTECH CO. LTD

90

TECH TRADE A/S

91

TECHNO TUBE PRODUCTS LLC UAE

92

THERMAL CERAMICS ITALIANA SRL

93

THERMO FISHER SCIENTIFIC (Thermo Onix Ltd.)
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94 | THOMASSEN COMPRESSION SYSTEMS }
95 | THYSSENKRUPP AUFUGSWERKE GMBH
96 | TK CORPORATION
97 | TUBACEX TUBOS INOXIDABLE SA
98 | U.S. METALS INC.
99 | UOP LLC
100 | UOP N.V.
101 | VELAN INC
102 | WUXI SPECIAL STEEL MATERIAL CO LTD
103 | WUXI SUNRISING STEEL CO. LTD
104 | ZUNT ITALIANA SRL

It appears that entities named in the Table above were the OEMs/actual
suppliers for goods imported and cleared by EOL under the two contracts

referred in Table-29 above.

21.7

where GSF had accounts, there were several Purchase Orders featuring the

Amongst the documents received from various overseas banks

names of one or more of the aforesaid OEMs/actual suppliers who had
supplied the goods, apparently in relation to expansion project of the Crude Oil
Refinery at Vadinar. Particulars of such Purchase Orders placed by GSF on
the OEMs/actual suppliers in relation to supplies to the Crude Oil Refinery of

EOL (RUD-91) are tabulated below:-

Table-33

Details of Purchase Order placed by GSF on various overseas OEMs for
supply of goods for Crude Oil Refinery Expansion Project of EOL

- NAME OF THE OEM PURCHASE ORDER NO. DATE PO Value Cur.
(WUXI) DEXIN STEEL TUBE ] N
1 (o) Co. L GSF/PO/EOLa/204/10-11 10-03-2011 287533 UsD
2 | ADAMS ARMATUREN GMBH GSF/PO/EOL/155/10-11 19-10-2010 586853 EUR
3 | AGAR CORPORATION INC. GSF/PO/EOL/094 /09-10 20-03-2010 160340 UsD
GSF/PO/EOL/43/08-09 10-10-2008 1872500 GBP
4 AIR PRODUCTS PLC
GSF/PO/EOL/43/08-09 (PL) 10-10-2008 1872500 GBP
GSF/PO/EOL/108/10-11 09-05-2010 105000 EUR
GSF/PO/EOL/147/10-11 13-10-2010 1333180 EUR
5 AMPO POYAM VALVES
GSF/PO/EOL/157/10-11 30-10-2010 266643 EUR
GSF/PO/EOL/167/10-11 13-12-2010 188846 EUR
6 BEA SRL GSF/PO/EOL/135/10-11 10-08-2010 765084 EUR
CHAS S. LEWIS AND CO. INC GSF/PO/EOL/85/09-10 06-02-2010 145000 USD
CHINA AVIATION OIL
8 IMPORT AND EXPORT GSF/PO/EOL/51/08-09 14-10-2008 276000 UsD
COMPANY LTD.
9 COMMESCCIIAAI%)E TUBI GSF/PO/EOL/109/10-11 10-05-2010 549667 EUR
jo | CRANE STOL%gHAM VALVE GSF/PO/EOL/120/10-11 05-06-2010 46298 GBP
DAILY THERMETRICS
11 CORPORAR TR GSF/PO/EOLa/181/10-11 02-02-2011 474400
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goods. It is also noteworthy that each of the Purchase Orders Numbers listed
above, inter-alia, invariably contains the alphabet ‘EOL’ as part of its alpha-
numeric number, which appears to denote ‘Essar Oil Limited’, and implies that
the goods covered by the relevant Purchase Order number pertain to Essar Oil
Limited. It is also a common feature in all these Purchase Orders that the ‘Port
of Discharge’ specified as a part of condition of the Purchase Order is invariably
specified to be a port in India, thereby indicating that the goods were to be
shipped directly by the OEMs/actual suppliers to India. Further, there were
several instances where the purchase orders themselves made a clear mention
that the goods in question were meant for Essar’s Refinery Expansion Project

at Vadinar, India.

21.9 Scrutiny of documents obtained from overseas banks also revealed
the existence of several OEM /actual supplier invoices raised on GSF by one or
more of the OEMs/actual suppliers whose names are listed in Table-32 above.
The OEM/actual supplier invoices in many cases were accompanied by Bills of
Lading, which appeared to be the relevant corresponding Bills of Lading vide
which the goods were shipped by the respective OEMs/actual suppliers.
Scrutiny of the bills of lading revealed that the goods had been shipped directly
to India. Since the bills of lading vide which goods were shipped by the
respective OEMs/actual suppliers and the bills of lading submitted to Indian
Customs at the time of clearance of these shipment were found to be one and
the same document, consignments imported by EOL, for which OEM invoices
were available, have been identified on the basis of the Bills of Lading.
Summary of aggregate invoice value of OEMs/actual suppliers vis-a-vis
aggregate invoice values of GSF (as per GSF’s invoices on EOL) for
consignments imported by EOL, where OEM invoices are available, is worked

out and shown in the Table below :-

Table-34

Aggregate value of OEM invoices (OEM invoices on GSF) vis-a-vis
aggregate value of GSF invoices (GSF’s invoices on EOL) for consignments
imported by EOL

(Value in USD)

Sr. NAME OF THE OEM NO. OF Invoice Value Difference | % of Value
No. C/MENTS GSF OEM Inflation (F
as % of E)
A B C D E F G
1 ADAMS ARMATUREN 4 959659 781591 178068
GMBH
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2 | AGAR CORPORATION INC. 227073 182850 44223 24.19
3 AMPO POYAM VALVES 3070687 | 1969025 | 1101662 55.95
4 AXENS IFP GROUP 1371221 | 1184964 | 186257 15.72
TECHNOLOGIES
5 BEA SRL 1821843 | 1518201 | 303641 20
6 | CHASS.LEWIS AND CO. INC 152250 137750 14500 10.53
7 CHINA AVIATION OIL 3033449 | 2301000 | 732449 31.83
IMPORT AND EXPORT
COMPANY LTD.
8 CLARK RELIANCE 319386 304177 15209 5
9 COMMERCIALE TUBI 852984 797234 55750 6.99
ACCIAIO
10 | CRANE STOCKHAM VALVE 88651 76495 12156 15.89
LTD.
11 DAILY THERMETRICS 569280 403240 166040 41.18
CORPORATION
12 DELTA VALVES USA 13045813 | 11019560 | 2026253 18.39
13 | DEXIN STEEL TUBE (CHINA) 308168 240756 67412 28
CO.LTD
14 DINGXIANG BEICHENG 1069398 | 897390 172008 19.17
FLANGE CO. LTD.
15 DKT CO. LTD. 1588235 | 1176471 | 411764 35
16 DOUGLAS CHERO SPA 110924 96200 14723 15.3
17 EDGEN MURRAY FZE 17168 16351 817 5
18 ELLIOTT EBARA 46963540 | 36104000 | 10859540 30.08
TURBOMACHINERY
CORPORATION
19 FLOWSERVE US INC. 23708543 | 19439715 | 4268828 21.96
20 FLSMIDTH KREBS INC. 399998 342855 57143 16.67
21 GALLI & CASSINA SPA 350330 314332 35998 11.45
22 GE OIL & GAS NUOVO 2595771 | 2087979 | 507792 24.32
PIGNONE SPA
23 GEA BATIGNOLLES 3590902 | 3419905 | 170997 5
TECHNOLOGIES
THERMIQUES S.A.S.
24 | GEA BATIGNOLLES THERMAL 301195 286852 14343 5
TEECHNOLOGIES (CHANGSHU)
CO. LTD.
25 GERAB NATIONAL 810427 715461 94966 13.27
ENTERPRISES
26 | GOUDA REFRACTORIES BV 410057 390324 19733 5.06
27 HAEWON IND.CO.LTD 35639 33942 1697 5
28 HALDOR TOPSOE A/S 11097706 | 10793095 | 304611 2.82
29 HANTECH LIMITED 394800 376000 18800
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30 HEBEI CANGZHOU 7 1911906 1697673 214233 12.62
HENGTONG TUBING CO.
LTD.
31 HEBEI FOCUS PIPING CO. 3 508680 484457 24223 5
LTD.
32 HEURTEY PETROCHEM SA 10 5775086 4837387 937699 19.38
33 HYOSUNG CORPORATION 1 1971553 1460410 511143 35
34 HYUNDAI HEAVY 1 222600 212000 10600 5
INDUSTRIES LTD
35 | INNOVATIVE TECHNOMICS 1 526695 501615 25081 5
EUROPE
36 INOX TECH S.P.A. 1 383037 270822 112214 41.43
37 INTERNATIONAL 1 305912 286028 19883 6.95
INDUSTRIAL EQPT.(FZCO)
38 JIANGSU RONGCHENG 2 443100 424200 18900 4.46
SPECIAL EQUIPMENT
ENGINEERING CO. LTD
39 JNK HEATERS CO. LTD. 2 2009738 1920796 88942 4.63
40 JOHNSON MATTHEY 1 212905 202767 10138 5
CATALYSTS
41 JOTUN (SINGAPORE) PTE 3 1160609 859617 300992 35.01
LTD.
42 KHPT CO. LIMITED 5 6616638 4776170 1840468 38.53
43 | KIRTANLAL INTERNATIONAL 2 434415 373111 61304 16.43
DMCC
44 KME GERMANY AG & CO. 1 59957 49965 9992 20
KG
45 KONECRANES INC. 2 6000000 4671944 1328056 28.43
46 KROHNE AG 2 910437 647153 263284 40.68
47 LEONI KERPEN GMBH 3 789830 627464 162366 25.88
48 LUMMUS TECHNOLOGY 7 4655601 3458039 1197562 34.63
HEAT TRANSFER B.V.
49 MAITECH INTERNATIONAL 1 160963 134136 26827 20
INC
50 MANOIR INDUSTRIES 1 5937802 4379602 1558200 35.58
51 | MASF SPECIALITY TUBE FZE 2 1596278 1527044 69234 453
52 | METSO SINGAPORE PTE LTD 2 44047 35625 8422 23.64
53 MORRIS MATERIAL 3 17580000 | 13965820 | 3614180 25.88
HANDLING INC.
54 OFFICINE AMBROGIO 2 263755 251195 12560 5
MELESI & C. S.R.L.
55 | OFFICINE NICOLA GALPERT! 5 283806 212255 71551 33.71
E FIGLIO
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SPA
56 PETRECO INTERNATIONAL 1665000 1608500 56500 3.51
(MIDDLE EAST) LIMITED
UAE
57 PETROCHINA 3075000 2050000 1025000 50
INTERNATIONAL DAQING
CO. LTD.
58 | PETROGAS PIPING MIDDLE 342003 325717 16286 5
EAST FZCO
59 PROGUARD FILTRATION 2889069 2478820 410249 16.55
SYSTEMS
60 RIVIT SOCIO UNICO SPA 1025018 1016060 8958 0.88
61 RP VALVES LIMITED 345164 287383 57781 20.11
62 SAINT-GOBAIN NORPRO 400110 365983 34127 9.32
63 | SANDVIK PROCESS SYSTEMS 3072051 2792775 279277 10
64 SBW ELECTRO-MECHANICS 1086049 896430 189619 21.15
IMPORT & EXPORT
CORPORATION
65 SCHMIDT + CLEMENNS 294791 267563 27228 10.18
MIDDLE EAST DMCC
66 SIEMENS 6921588 6192203 729385 11.78
TURBOMACHINERY
EQUIPMENT GMBH
67 SINOPEC INTERNATIONAL 20190370 10201186 9989184 97.92
(HONG KONG) CO. LIMITED
68 STRACK GMBH 226415 198609 27806 14
69 | SUMITOMO CORPORATION 2791262 2561184 230078 8.98
TOKYO
70 SUNDSTRAND 993455 812827 180628 22.22
INTERNAT!IONAL S.A.
71 | SUNGIJIN GEOTECH CO. LTD 10768511 7976675 2791836 35
72 TECH TRADE A/S 267842 214273 53569 25
73 THERMAL CERAMICS 523130 498352 24778 4.97
ITALIANA SRL
74 | THERMO FISHER SCIENTIFIC 553928 527550 26378 5
(Thermo Onix Ltd.)
75 THOMASSEN 14715710 9852226 4863484 49.36
COMPRESSION SYSTEMS
76 THYSSENKRUPP 632018 599586 32432 5.41
AUFUGSWERKE GMBH
77 TK CORPORATION 477348 454617 22731 5
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78 TUBACEX TUBOS 1 1745797 1293179 452618 35
INOXIDABLE SA

79 U.S. METALS INC. 4 991302 828839 162463 19.6

80 UoP LLC 12 70668453 | 39713094 | 30955359 77.95

81 UOP N.V. 4 14539500 | 10574744 | 3964756 37.49

82 VELAN INC 9 11687739 9693771 1993968 20.57

83 WUXI SPECIAL STEEL 1 131088 124846 6242 5

MATERIAL CO LTD

84 ZUNT ITALIANA SRL 1 31353 29859 1494 5

Grand Total 213 353081511 | 260111864 | 92969647 35.74

Note :- 1) Chart excludes GSF invoices declared as having ‘No Commercial Value’ (NCV)

Comparison of aggregate value of the OEM invoices raised on GSF (OEM-wise)
vis-a-vis aggregate value of back-to-back invoices raised by GSF on EOL for
these shipments appears to reveal inflation of invoice prices by GSF over the
OEM invoice prices. It further appears that goods imported and cleared by GSF
on the strength of such inflated invoices raised on EOL by GSF were over-
valued on the strength of GSF invoices. The extent of inflation of original
invoice value by GSF in the invoices raised by it on EOL vary from 1% to 98%
in the case of aggregate shipments by individual OEMs/actual suppliers and

overall overvaluation in all imports taken together works out to 35.74%.

21.10 Based on the import date for imports by EOL on invoices raised by
GSF, availability of back-to-back OEM invoices is juxtaposed vis-a-vis the total

invoices raised by GSF as under:-

Table-35
Total Invoices raised by GSF on EOL vis-a-vis back-to-back OEM invoices
available
Aggregate value of GSF Aggregate value of GSF Percentage Difference
invoices based on actual invoices based on actual
import under the two import for which
contracts corresponding OEM invoices
raised by OEM on GSF are
available
A B C D E F
No. of | Aggregate Inv. | No. of | Aggregate Inv. | % of C over A | % of D over B
C/ments Value (Million | C/ments Value (Million
USD) USD)
376 605.78 213 353.08 56.65% 58.29%

The figures in the Table above reveal that back-to-back OEM invoices for more

than 56%, (both in number of consignments as well as corresponding va
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thereof) of the consignments imported by EOL, with documents routed through

GSF, are available.

22.0 IMPORT OF GOODS BY M/S ESSAR PROJECTS (INDIA)
LIMITED UNDER CONTRACTS WITH GSF

22.1 As mentioned elsewhere in this Notice, M/s Essar Projects (India)
Limited (EPIL) entered into a contract with GSF for sourcing of offshore
equipment and machinery for setting up a fertilizer plant. The fertiliser plant
was being set up for M/s Matix Fertilizers and Chemicals Limited at Panagarh
in West Bengal by EPIL as offshore supply contractor under separate contracts
which are discussed later elsewhere in the Notice. Details of the contract

entered into by EPIL with GSF is given below:-

Table-36
Details of the Contracts entered into between Essar Projects (India)

Limited and GSF in respect of Fertilizer Plant

: P t Val
S. | Contract| Contract Signatories to Brief description of Contr.ac Value
goods covered by the (Consideration)
No. | Number Date the Contract
Contract USD
A B L] D E F
1. Shri Tapash | Equipment & machinery of
Bhattacharya, CFO | non-Indian origin for Setting
EPIL-GSZ- 93-08-2010 for EPIL & Shri| up of Fertilizer plant for Uss$
02/2010 e Pradeep Chokhany | production of Ammonia and 361,935,484
for GSF Urea for M/s Matix Fertilizer
and Chemicals Ltd.

Note :- The Contract Value is final contract price agreed between the parties

22.2 The above Contract was amended by the contracting parties two

times as under :-
Table-37

Brief particulars of Amendments to Contract No: EPIL-GSZ-02/2010 dated
23-08-2010 between EPIL & GSF

S. No. Amendment date & Effect of amendment Change in Contract Price
signatories in brief by virtue of amendment
A B C D
1 28-03-2012 The scope of supply Us$ 310,000,000
Shri Tapash Bhattacharya, CFO | underwent change after
for EPIL & Shri Pradeep finalization of detailed
Chokhany as Director for GSF engineering,
2 17-7-2012 The scope of supply has | US$ 290,000,000
Shri Tapash Bhattacharya, CFO | underwent further
for EPIL & Shri Pradeep change.
Chokhany as Director for GSF
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22.3 It is evident that the initial contract price agreed between the
parties which was agreed at USD 361.93 Million when the said Contract No.
EPIL-GSZ-02/2010 was signed on 23-08-2010 was amended two times and the
contract price was decreased. The final contract price based on which the
Contract No. EPIL-GSZ-02/2010 dated 23-08-2010 between GSF and EPIL was
implemented and equipment & machinery was imported by EPIL for execution

of the fertilizer project is USD 290 Million (Amendment No. 2).

22.4 In response to DRI’s request F.No. DRI/MZU/CI-11/2012-14 dated
17-10-2013, seeking, inter-alia, complete details regarding bill of entry-wise
import of goods by EPIL on invoices rised by GSF, EPIL vide its letter dated 31-
10-2013, (RUD-92) inter-alia, furnished information regarding such import in
the prescribed tabulated format. The said information was also obtained in

soft-form from EPIL.

22.5 Based on the details provided by EPIL in tabulated form, the
quantum of imports in terms of number of consighments and value thereof vis-

a-vis aggregate contract of value of the said contract is summarised below :-
Table-38

Value of contract between EPIL & GSF vis-a-vis value of invoices raised by

GSF on EPIL under the said contract based on imports by EPIL

Aggregate  value of | Aggregate Value of invoices raised by | Quantum of imports as %
contract as per | GSF under the contract (Euro invoice | of contract value
consideration amount | converted in US$)
(Million USD) No. of C/ments | Aggregate  Value
(B/Es) (Million USD)
A B C D
290 126 283.07 97.61%

Note : Chart excludes GSF invoices declared as having ‘No Commercial Value’ (NCV) and GSF
invoices where no bills of entry have been filed till date 25-02-2015.
22.6 Scrutiny of the above data revealed that in the Column for

mentioning particulars of the ‘Shipper’ on the basis of relevant Bills of Lading
for shipments pertaining to 126 individual import consignments, names of
various overseas firms/entities were appearing. The names indicated as

‘Shipper’ are tabulated below :-

EVENUE (- \
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Table-39

Name of Distinct Shipper for consignments imported by EPIL under

invoices of GSF

Sr.
No.

NAMES OF SHIPPERS FOR AS PER BILLS OF LADING FOR SHIPMENT OF GOODS INVOICED BY GSF 1
AND IMPORTED BY EPIL

ALLIED INTERNATIONAL SRL

AMECO S.A.

AMPO S COOP POYAH VALVES

ANTICO OLINDO E CES
ARE SRL

B.F.E S.P.A.

B.F.E. S.R.L

BAOJI PETROLEUM STEEL PIPE CO. LTD.

BENTLEY NEVADA INC

BEST HIGH PRESSURE & DRILLING TECHNOLOGY GMBH

10

BOLDROCCHI S.R.L.

11

BUHLMANN TOHR TITTINGS STANLHANDEL GMBH CO. KG

12

CBD ENGINEERING SPA, VIA L.MAGGI 19, 26841 CASALPUSTERLENGO, ITALY

13

CCILTD

14

CCI VALVE TECHNOLOGY GMBH

15

CHERO PIPING SPA

16

CHRISTY CATALYTICS LLC

17

CRYOSTAR SAS

18

CHERO PIPING SPA

19

DOUGLAS CHERO SPA

20

EBARA CORPORATION

21

EVEREST VALVE COMPANY

22

GERAB NATIONAL ENTERPRISES

23

GOODWIN INTERNATIONAL LTD., ENGLAND

24

GRAHAM CORPORATION

25

HYOSUNG CORPORATION

26

IBF SPA

27

IDRO SAPIENS SRL

28

INTERNATIONAL INDUSTRIAL EQPT. (FZCO)

29

KEONWOO METALS CO. LTD.

30

L & T HEAVY ENGINEERING OMAN

31

LA MECCANICA PADANA SRL

32

LINDE AG

33

LINDE ENGINEERING DIVISION, GERMANY

34

MASPERO ELEVATORI SPA

Page 91 of 247




SCN No. DRI/MZU/CI-11/2013-14

35 | METSO SINGAPORE PTE LTD.

36 | MITSUBISHI CORPORATION

37 | NUOVA FEMA SPA

38 | NUOVO PIGNONE SPA

39 | PARCOL SPA

40 | SAINT-GOBAIN NORPRO

41 | SCHMIDT+CLEMENS MIDDLE EAST DMCC

42 | SCHUF VALVE TECHNOLOGY GMBH

43 | SHIMADZU (ASIA PACIFIC) PTE LTD.

44 | SKODA POWER

45 | SOCIETA GENERALE IMPIANTI SRL

46 | STATEC BINDER GMBH

47 | SUNDYNE ASIA JAPAN CO. LTD.

48 | SUNGJIN GEOTEC CO. , LTD

49 | THERMAL CERAMICS INC., GA

50 | TUTTLE PRILLING SYSTEMS

51 | UHDE HIGH PRESSURE TECHNOLOGIES GMBH

52 | UNITED SHIPPING CO. 6001 BEACH ROAD, 19-13 GOLDEN MILE TOWET 199589, SINGAPORE

53 | V& M FRANCE

54 | VEGA AMERICA INC., 4241 ALLENDORF DRIVE, CINCINNATI, OHIO 45209, USA

55 | VELAN INC

56 | VELAN ABV INC

57 | VELAN ABV SPA, VIA DI COSELLI 13/15, 55060 COSELLI LU IT

58 | VILLA AND BONALDI SPA

59 | VIRGO EUROPE SPA, ITLAY

60 | WEIR GABBIONETA SRL

61 | ZEECO INC.

22.7 It appears that the entities named in the above table were the
OEMs/Actual Suppliers for goods imported and cleared by EPIL under the said

contract referred in Table-36 above.

22.8 Scrutiny of documents obtained from overseas banks also revealed
the existence of several OEM-invoices raised on GSF by one or more of the
OEMs/Actual Suppliers whose names are listed in Table-39 above, for direct
shipment to India. The OEM invoices in many cases were accompanied by Bills
of Lading, which appeared to be the corresponding Bills of Lading vide which
the goods were shipped by the respective OEMs/Actual Suppliers. Scrutiny of

the bills of lading revealed that the goods had been shipped directly to I}adl/é ;""I 3
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Since the bills of lading vide which goods were shipped by the respective OEMs

and the bills of lading submitted to Indian Customs at the time of clearance of

these shipment were found to be one and the same document, consignments

imported by EPIL for which OEM invoices were available have been identified

on the basis of Bills of Lading. Summary of aggregate invoice value of

OEMs/Actual Suppliers (as per OEM invoices on GSF) vis-a-vis aggregate

invoice values of GSF (as per GSF’s invoices on EPIL) for consignments

imported by EPIL, where OEM invoices are available, is worked out and shown

in the Table below :-

Table-40

Aggregate invoice value of OEMs/Actual Suppliers vis-a-vis aggregate
invoice values of GSF (as per GSF’s invoices on EPIL) for consignments
imported by EPIL

INVOICE VALUE % of Value
NAME OF THE Consg . Inflation (
Sr.No. OEM n. | GSF on EPIL OEM/Actual Difference (USD) | g g o of
(USD) Supplier on GSF E
(USD) )
A B c |p E F G
ALLIED
1 | INTERNATIONAL 2 492068 320278 171790 53.64
SRL
2 | AMECO S.A. 1 545000 275438 269562 97.87
AMPO S COOP
3 | A A UALUES 1 387000 206458 180542 87.45
ANTICO OLINDO E
a A 1 36000 35586 414 1.16
5 E\IECNTLEY NEVADA 1 1195000 613042 581958 94.93
BEST HIGH
PRESSURE &
6 | DRILLING 1 582000 445633 136367 30.60
TECHNOLOGY
GMBH
7 g%LEROCCHI 1 2970000 1415845 1554155 109.77
8 | CCILTD 2 404000 200000 204000 102.00
CCI VALVE
9 | TECHNOLOGY 1 312000 200878 12122 4.04
GMBH
10 | CHERO PIPING 1 30000 20469 9531 46.56
SPA
11 | CRYOSTAR SAS 1 3520000 1642526 1877474 114.30
12 IS)}(,)AUGLAS CHERO 2 1603000 963487 639513 66.37
EBARA
13 | o ATION 1 15130000 7998375 7131625 89.16
NV
oY @ /4’,\ %“
‘&/ e %’/
s/ AP \a
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GERAB NATIONAL

14 | ENTERPRISES 1075017 856541 218476 2551
GRAHAM

15 | GO RBORATION 2362000 1122924 1239076 110.34
HYOSUNG

16 | ooaBORATION 18852500 6919000 11933500 172.47

17 | 1BF SPA 1547000 1044617 502383 48.09

18 | IDRO SAPIENS SRL 63600 33259 30341 91.22
INTERNATIONAL

19 | INDUSTRIAL EQPT. 1381723 1062976 318747 29.99
(FZCO)
KEONWOO

20 | N LD, 2910700 2233547 677153 30.32
L & T HEAVY

21 | ENGINEERING 7773000 3849815 3923185 101.91
OMAN
LA MECCANICA

22 | DA MECCAR 315000 207959 107041 51.47

23 | LINDE AG 13917156 6747155 7170001 106.27
MASPERO

24 | AR L spA 475000 239498 235502 98.33
METSO

25 | SINGAPORE PTE 1196000 1181003 14997 1.27
LTD.
MITSUBISHI

26 | B ON 38765095 18600000 20165095 108.41

27 | NUOVA FEMA SPA 37000 36967 33 0.09

28 gngvo PIGNONE 82481221 44893271 37587950 83.73

29 | PARCOL SPA 1097000 546648 550352 100.68
SAINT-GOBAIN

30 | YA 6300 1405 4895 348.33
SCHMIDT+CLEME

31 | NS MIDDLE EAST 10429448 3504845 6924603 197.57
DMCC
SCHUF VALVE

32 | TECHNOLOGY 363000 206856 156144 75.48
GMBH
SHIMADZU (ASIA

33 | PACIQ) PTE LD, 31000 30300 700 2.31

34 | SKODA POWER 3540000 2331914 1208086 51.81
SUNGJIN GEOTEC

35 | 2o 12595825 5259006 7336819 139.51
TUTTLE PRILLING

36 | SvsTinS 150000 80000 70000 87.50
UHDE HIGH
PRESSURE

37 | ICTNO OGIES 2776000 1365019 1410981 103.37
GMBH

38 | V& M FRANCE 115290 28026 87264 311.37

39 | VELAN INC 2374000 1186403 1187597 100.10
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VILLA AND
40 | BONALDI SPA 1 15127000 5089917 10037083 197.20
WEIR
41 | GABBIONETA SRL 1 2301000 1101186 1199814 108.96
42 | ZEECO INC. 2 1831000 721036 1109964 153.94
Grand Total 79 253094943 124918107 128176836 102.61
22.9 Comparison of aggregate value of OEM invoices raised on GSF

(OEM-wise) vis-a-vis aggregate value of back-to-back invoices raised by GSF on
EPIL for these shipments appear to reveal substantial inflation of invoice prices
by GSF over the original supplier’s invoice price. It further appears that the
goods imported and cleared by EPIL on the strength of such inflated invoices
raised on EPIL by GSF were over-valued on the strength of GSF invoices. The
extent of inflation of OEM invoice value by GSF in the invoices raised by it on
EPIL varies from 5 % to 3483 % and on aggregate basis for the 79

consignments; the inflation works out to 102.6 %.

22.10
GSF, availability of back-to-back OEM invoices is juxtaposed vis-a-vis the total

Based on the import data for imports by EPIL in invoices raised by

invoices raised by GSF as under :-
Table-41

Total Invoices raised by GSF on EPIL vis-a-vis back-to-back OEM invoices

available

Aggregate value of GSF Percentage Difference
invoices based on actual

import under contracts.

Aggregate value of GSF
invoices based on actual
import for which
corresponding OEM invoices
on GSF is available

A B C D E F
No. of | Aggregate Inv. | No. of | Aggregate Inv. | % of C over A | % of D over B
C/ments Value Million | C/ments Value Million
UsD USD
126 283.07 79 253.09 62.70% 89.41%

The figures in the Table above reveal that back-to-back OEM invoices for

more than 62% in number of consignments and more than 89% in

corresponding value thereof pertaining to consignments imported by EPIL, with

documents routed through GSF, are available.
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23.0 LETTERS OF CREDIT AND REMITTANCES
23.1 Essar Power Gujarat Limited (EPGL)
23.1.1 M/s EPGL opened following transferable and non-transferable

Letters of Credit (LCs) with various banks in India in favour of GSF for the
offshore supply of equipment to its 2 X 600 MW power plant (Phase-I) at

Salaya, Jamnagar, Gujrat:-

Table-42

Letters of Credit opened by Indian Banks for & on behalf of the EPGL in
favour of GSF

Sr. | Letter of Credit No. & Nature Of LC Value of LC LC Opening Beneficiary
No Date (US$) Bank Bank
1 099508IM0041949 TRANSFERABL 105460000 SBI, CAG Calyon Bank
E BRANCH, Hongkong
29.09.2009 MUMBAI
2 0995 10IM0040789 NON 101380000 SBI, CAG Axis Bank,
13.04.2010 TRANSFERABL BRANCH, DIFC, Dubai
E MUMBAI
3. 393MLC240309 50000000 ICICI BANK, Abu Dhabi
30.06.2009 TRANSFERABL Backbay Commercial
E Reclamation, Bank, Abu
Mumbai Dhabi, UAE
4. 393MLC240609 50000000 Abu Dhabi
30.06.2009 TRANSFERABL Commercial
E Bank, Abu
Dhabi, UAE
5. 393MLC240109 NON- 6500000 Indian
30.06.2009 TRANSFERABL overseas
E Bank,
Hongkong
6. 393MLC3243009, NON 3228572 Axis Bank,
24.08.2009 TRANSFERABL DIFC, Dubai
E
7. 49580NI00018009 NON 43500000 Union Bank Axis Bank,
30.06.2009 TRANSFERABL Of India DIFC, Dubai
E Nariman
Point,
Mumbai
Total 360,068,572
23.1.2 The invoices negotiated under the above LCs also mentioned

partial remittances of invoice value through Telegraphic Transfers (TTs).

Page 96 of 247




SCN No. DRI/MZU/CI-11/2013-14

23.1.3 Actual quantum of remittances through the LCs and by way of TTs
is tabulated below:-

Table-43

Summary of outward remittances by EPGL towards imports on invoices
raised by GSF

Remittance under Remittance under | Balance Payment Total
Letters of Credit (US$) TTs (US$) (US$) Remittances
made (US$)
352,602,540 177,012,665.39 ] 529615204.41

Note: The above figures pertain to remittances made on FOB basis

23.1.4 Actual remittances under TTs were of USD 177,012,665.39 and
under LCs of USD 352,602,539.02. Thus, total remittances were of USD
529615204.41 as against the contract value of USD 530 Million i.e. almost

equal to the contract value.
23.2 Essar Power M.P. Limited (EPMPL)

23.2.1 M/s EPMPL opened following transferable and non-transferable
Letters of Credit (LCs) with various banks in India in favour of GSF for the
offshore supply of equipment to its 2 X 600 MW power plant (Phase-I) at
Mahan, Madhya Pradesh.

Table-44

Letters of Credit opened by Indian Banks for & on behalf of the EPMPL in
favour of GSF

Sr. Letter of Credit No. & Nature Of LC Value of LC (US$) LC Beneficiary
No Date opening Bank
Bank
1 393MLC194908 TRANSFERABLE 244500000 ICICI Standard
BANK, chartered
13.05.2008 Backbay Bank, Dubai

Reclamatio (original LC
n,Mumbai in favour of

Barclays
Bank PLC
Dubai)
2 FLC 188/09 NON 88500000 Punjab Axis Bank,
TRANSFERABLE National DIFC, Dubai
Bank, New
Delhi
3 FLC 189/09 NON 6500000 Punjab IOB, HONG
TRANSFERABLE National KONG
Bank, New
Delhi
Total 339,500,000
7
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23.2.2 The invoices negotiated under the above LCs also mentioned
partial remittances of the invoice values through Telegraphic Transfers (TTs).

23.2.3 Actual quantum of remittances through the LCs and the TTs 1s
tabulated below:

Table-45

Summary of outward remittances by EPMPL towards imports on invoices

raised by GSF

Sr. Remittance under Remittance under | Balance payment | Total Remittance
No Letter of Credit (US$) TT (US$) (US$) to be made (US$)
A B (o] D E

1. 337,958,354 166,495,645 5,714,212 510,168,211

23.2.4 Actual remittances under TTs, were of USD 166,495,645 and
under LCs of USD 337,958,354. There is balance payment of USD 5,714,212.
Thus, total remittances already made were of USD 504,453,999 (B + C) [total
remittance to be made of USD 510,168,211 (B+C+D)] as against the contract
value of USD 510 Million.

23.3 ESSAR OIL LIMITED (EOL)

28.3.1 M/s EOL opened following transferable and non-transferable
Letters of Credit (LCs) with various banks in India in favour of GSF for the
offshore supply of equipment for expansion of its oil refinery at Jamnagar,

Gujarat.
Table-46

Letters of Credit opened by Indian Banks for & on behalf of the EOL in
favour of GSF

Sr. | Letter of Credit No. & Nature Of LC Value of LC LC Opening Beneficiary
No Date (US$/EURO/ Bank Bank
GBP)
1 2010004FLCS0288 NON- 7,400,000 IDBI BANK, BANK OF
dated 23-04-2010 TRANSFERABLE MUMBAI INDIA,
BRANCH LONDON
2 393MLC316708 dated NON- 20,000,000 ICICI BANK, BANK OF
30-07-2008 TRANSFERABLE Backbay INDIA,
Reclamation, LONDON
Mumbai
3. 393MLC308008 DATED NON- 6,000,000 ICICI BANK, BANK OF
24-07- TRANSFERABLE Backbay INDIA, A
2008(393MLC118509) Reclamation, LONDON jA\_
4. | 393MLC308108 DATED NON- 16,170,000 Mumbai BANK OF // 4 E
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24-07-2008 TRANSFERABLE EURO INDIA,
(393MLC118309) LONDON
5. 393MLC179209 DATED NON- 5.500,000 BANK OF
14-05-2009 TRANSFERABLE INDIA,
LONDON
6. 393MLC204609 DATED TRANSFERABLE 20,000,000 Axis Bank,
05-06-2009 DIFC, Dubai
LATER
amended to
Abu Dhabi
Commercial
Bank
7. 393MLC297909DATED NON- 4,000,000 EUR ICICI BANK, Standard
04-08-2009 TRANSFERABLE Backbay Chartered
Reclamation, Bank, Dubai
Mumbai
8. 393MLC18010 DATED NON- 10,500,000 ICICI BANK, Axis Bank,
15-01-2010 TRANSFERABLE Backbay DIFC, Dubai
Reclamation,
Mumbai
9. 393MLC37710 DATED TRANSFERABLE 10,000,000 ICICI BANK, Abu Dhabi
30-01-2010 Backbay Commercial
Reclamation, Bank, Dubai,
Mumbai UAE
10 393MLC293110 DATED NON- 4,000,000 ICICI BANK, BANK OF
13-08-2010 TRANSFERABLE Backbay INDIA,
Reclamation, LONDON
Mumbai
11 | 393MLC468810 DATED NON- 10,663,000 ICICI BANK, Axis Bank,
TRANSFERABLE Backbay DIFC, Dubai
Reclamation,
Mumbai
12 393MLC63711 DATED NON- 7,890,000 ICICI BANK, BANK OF
21-02-2011 TRANSFERABLE Backbay INDIA,
Reclamation, LONDON
Mumbai
13 | 393MLC63911 DATED 0O NON- 1,700,000 GBP ICICI BANK, BANK OF
TRANSFERABLE Backbay INDIA,
Reclamation, LONDON
Mumbai
14 393MLC54211 DATED NON- 25,600,000 ICICI BANK, Axis Bank,
12-02-2011 TRANSFERABLE Backbay DIFC, Dubai
Reclamation,
Mumbai
15 393MLC64011 DATED NON- 2,030,000 ICICI BANK, BANK OF
21-02-2011 TRANSFERABLE Backbay INDIA,
Reclamation, LONDON
Mumbai
16 | 393MLC427810 DATED NON- 24,500,000 ICICI BANK, Axis Bank,
26-11-2010 TRANSFERABLE Backbay DIFC, Dubai
Reclamation,
Mumbai
17 0999509IM004 1864 TRANSFERABLE 103,000,000 STATE Bank Abu Dhabi
DATED 17-09-2009 of India, Commercial
CAG Branch, Bank, Dubai,
Mumbai UAE
18 0999509IM0042369 NON- 24,000,000 STATE Bank BANK OF
DATED 24-11-2009 TRANSFERABLE of India, INDIA,
CAG Branch, LONDON
Mumbai
19 0999509IM 0042368 NON- 19,000,000 STATE Bank Axis Bank,
DATED 24-11-2009 TRANSFERABLE EURO of India, DIFC, Dubai
CAG Branch,
Mumbai
20 0999509IM 0042365 NON- 16,022,869 STATE Bank Axis Bank,
DATED 24-11-2009 TRANSFERABLE of India, DIFC, Dubai
CAG Branch,
Mumbai
21 0999509I1M0040501 NON- 38,140,000 STATE Bank AXIS, DIFC,
DATED 11-03-2010 TRANSFERABLE of India, DUBAI
CAG Branch,
Mumbai
22 0999509IM0040500 NON- 3,200,000 STATE Bank AXIS, DIFC,
DATED 11-03-2010 TRANSFERABLE EURO of India, DUBAI
CAG Branch,
Mumbai
23 0999509IM0040717 NON- 1,500,000 STATE Bank CREDIT
DATED 05-04-2010 TRANSFERABLE of India, SUIZZE AG,
CAG Branch, ZURICH
Mumbai
24 0999509IM0040712 NON- 2,750,000 STATE Bank CREDIT
DATED 03-04-2010 TRANSFERABLE of India, SUIZZE AG,
CAG Branch, ZURICH /
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Mumbai
25 0999509IM0040716 NON- 1,500,000 GBP | STATE Bank CREDIT
DATED 05-04-2010 TRANSFERABLE of India, SUIZZE AG,
CAG Branch, ZURICH
Mumbai
26 09995091IM0040845 NON- 1,000,000 STATE Bank AXIS, DIFC,
DATED 23-04-2010 TRANSFERABLE of India, DUBAI
CAG Branch,
Mumbai
27 09995091IM0042130 NON- 13,000,000 STATE Bank AXIS, DIFC,
DATED 14-10-2010 TRANSFERABLE of India, DUBAI
CAG Branch,
Mumbai
28 0999509IM0042132 NON- 13,500,000 STATE Bank AXIS, DIFC,
DATED 14-10-2010 TRANSFERABLE of India, DUBAI
CAG Branch,
Mumbai
29 0999509IM 0040483 NON- 6,000,000 STATE Bank AXIS, DIFC,
DATED 09-03-2010 TRANSFERABLE of India, DUBAI
CAG Branch,
Mumbai
Total USD 367,495,869
EURO 38,370,000
GBP 3,200,000
23.3.2 The invoices negotiated under the above LCs also mentioned

partial remittances of the invoice values through Telegraphic Transfers (TTs).

23.3.3 Actual quantum of remittances through the LCs and the TTs is

tabulated below:

Table-47

Summary of outward remittances by EOL towards imports on invoices
raised by GSF

Sr. Remittance under Remittance under | Balance payment Total
No Letters of Credit (US$) TTs (US$) (USD) Remittances
(USD)
(other currency
converted in USD)
A B C D E
1. 405,551,724 180,114,868 12,616,860 598,283,451
Note : Above figures excludes remittances pertaining to two consignments imported by
EOL on High Sea Sale basis from EPIL .
23.3.4 Actual remittances under TTs were of USD 180,114,868 and under

LCs of USD 405,551,724. There is balance payment of USD 12,616,860. Thus,
total remittances already made were of USD 585,666,592 (B+C) and [total
remittance to be made of USD 598,283,451 (B+C+D)| as against the contract

value of USD 611.55 Million.

23.4

23.4.1

with various banks in India in favour of GSF for the offshore supply o

ESSAR PROJECTS LIMITED (EPIL)

M/s EPIL, opened following non-transferable Letters of Credit (LCs)
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equipment for setting up of the Fertiliser Plant of M/s Matix Chemicals and

Fertilizers Limited :-
Table-48

Letters of Credit opened by Indian Banks for & on behalf of the EPIL in
favour of GSF

Sr. | Letters of Credit No. Nature Of LC Value of LC LC Opening | Beneficiary
No & Date (US$)/EURO Bank Bank
1 2010/788177 NON- 46000000 (USD) CORPORATIO INDIAN
TRANSFERABLE N BANK, LCO- OVERSEA
30-12-2010 MUMBAI BANK,
BRANCH HONKONG
2 116212FLCS00029 NON- 13400000 (USD) DENA BANK, INDIAN
10-07-2012 TRANSFERABLE CORPORATE OVERSEA
BUSINESS BANK,
BRANCH, HONKONG
MUMBAI
3 49580NI00029810 NON- 23300000 UNION BANK INDIAN
TRANSFERABLE EURO OF INDIA, OVERSEA
MUMBAI BANK,
HONKONG
Total USD 59400000
EURO 23300000

23.4.2

partial remittances of invoice values through Telegraphic Transfers (TTs).

The invoices negotiated under the above LCs also mentioned the

23.4.3 Actual quantum of remittances through LCs and TTs is tabulated

below:
Table-49

Summary of outward remittances by EPIL towards imports on invoices

raised by GSF

Sr. Remittance under Remittance under | Balance payment | Total Remittance
No Letters of Credit (US$) TTs (US$) (USD) to be Made (US$)
(other currency
converted in USD)
1. 98299996.50 175421942 9355432 283077370

23.4.4 Actual remittances under TTs were of USD 175421942 and under
LCs were of USD 98299996.5. There is balance payment of USD 9355432.
Thus, total remittances already made were of USD 273721938.5 ([total
remittance to be made of USD 283077370] as against the contract value of

USD 290 Million.
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24.0 DOCUMENTARY EVIDENCE IN RELATION TO OVER-
VALUATION

Documentary evidences pertaining to imports by EPGL, EPMPL, EOL and
EPIL which appear to indicate over-valuation of the imported goods, as

gathered during the investigation, are discussed as under :-

24.1 OEM Contracts/Purchase Orders executed between GSF and
OEMs :-

These Contracts are available in respect of the two entities in the power
sector viz. EPGL and EPMPL. These include the contracts entered into by GSF
with the OEM-HPECL for BTG supplies & various other overseas based OEMs
as discussed elsewhere in the Notice. The final OEM-Contract Value/Purchase
Order value available in these documents appears to represent the actual value
of the goods shipped to India directly by the concerned OEMs. Purchase
Orders/Contracts entered into between GSF and various overseas based OEMs
in relation to imports by EOL and EPIL are not available on record. These were
requisitioned from the Essar Group. However, the Essar Group did not provide

them despite repeated requests.
24.2 Back-to-Back OEM Invoices:-

These invoices of the actual suppliers (referred to as OEM invoices in this Show
Cause Notice) are the invoices raised by various overseas based OEMs/ Actual
Suppliers on GSF for consignments shipped directly to India. Individual
invoices raised by the respective OEMs on GSF show actual price/value of
goods exported by the concerned OEMs to India. The OEM invoices show, inter-
alia, total value (100% invoice value) of the goods covered by the invoice. As
brought out earlier, investigation has revealed that the bills of lading under
which the goods were shipped by the respective OEMs to the Essar Group
entities in India were the same bills of lading which were utilised by the
concerned Essar Group entities for clearance of the imported goods invoiced by
GSF. Import consignments, for which corresponding OEM invoices are
available amongst the documents forwarded by the banks, have been identified
on the basis of bills of lading numbers (BLs filed for import clearances and BLs
accompanying OEM invoices were the same). In respect of the consignments
imported by EPGL, EPMPL, EOL & EPIL on GSF’s invoices, the prices shown
in the back-to-back OEM invoices appear to be the actual value of the goods,
for all those consignments where back-to-back OEM-invoices are available on

record.
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24.3 Foreign Bank Covering Schedule (‘FBCS’-for short)

24.3.1 The mode and manner of outward remittances effected by the
concerned Essar Group entities importing goods on invoices raised by GSF
were examined. GSF’s invoices raised on Essar Group entity in India by and
large made a mention of some Letter of Credit (LC) No. & date and the name of
the issuing bank. While every such invoice mentioned total invoice value, it

also mentioned break-up of the mode of remittance typically as under :-
(a) Advance
(b) Amount claimed under LC
(c) Amount claimed under TT/LC

The words ‘TT” used in (c) above denotes Telegraphic Transfer i.e. remittances
made through SWIFT network. Though the words TT/LC have been used in (c)
above, the remittances were made through TT mode only. The total invoice
value shown in the invoice was sum-total of the amounts shown under (a) to
(c). Investigation has revealed that LCs were opened by various Indian banks
on the request of importer i.e. Essar Group entity (Applicant) favouring GSF to
remit the portion of the invoice value of the goods claimed under LC. Based on
identification of banks which had opened the LCs, correspondence was
initiated with some of the banks, seeking information on outward remittances

facilitiated by them for the Essar Group entity.

24.3.2 The banks were requested to submit, inter-alia, complete set of
documents received by them from overseas negotiating foreign bank with the
Foreign Bank Covering Schedule (FBCS) including copies of the GSF invoices
raised in the name of the Applicant with corresponding shipping documents for

each invoice viz. copy of bills of lading and packing lists etc. for each LC.

24.3.3 Details of correspondence made with some of the banks and

response received is tabulated below:-
Table-50

Details of correspondence with Indian Banks who opened LCs favouring

GSF on request of Indian importers (Essar Group entity)-(RUD-93)

S.No. | DRI Letter Name of the Bank & Name of the Applicant importer Reference No. of Bank’s response
reference File Branch to whom the for whom LC opened & LC nos.
Number//date letter addressed
[A] [B] [C] D] E]
l. F.No.DRIUMZU/CI- | The State Bank of EPGL- SBI letters
11/2013-14 dt. 05- India, 1) 0999508IM0041949 i)  CAG/IBD/Imports/2014-15/1176
09-2014 Corporate  Accounts dated 29-09-2008. dated 11-09-2014 %pﬂaq

N
2

N3
(87
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Group Branch, i) 09995101IM0040789 i)  CAG/IBD/Imports/2014-15/1197
Neville Branch. dated 13.04.2010 dated 18-09-2014
J.N.Heredia Marg, i) CAG/IBD/Imports/2014-15/1353
Ballard Estate, dated 25-09-2014
Mumbai — 400 001 iv)  CAG/IBDY/Imports/2014-15/1358
dated 30-09-2014
2. F.No.DRI/MZU/CI1- | ICICI Bank Limited, EPGL ICICI Letters
11/2013-14 dt. 05- ICIC1  Centre.  163. 1. 393MLC240109.
09-2014 H.'I.Parekh Marg. Dt.30.06.2009 1) ICICI/393/M1S/2014-15/3719 dt.
Backbay Reclamation, . 393ML(C240309. 08-09-2014
Churchgate. Dt.30.06.2009 i) ICICY/393/MIS/2014-15/3763  dt.
Mumbai-400 020 iii. 393MLC240609, 9-09-2014
Dt.30.06.2009 i) ICICK393/MI1S/2014-15/3833  dt.
iv. 393MLC324309. 12-09-2014
Dt.24.08.2009 iv) ICICI/393/M1$/2014-15/3876 dt.
15-09-2014
v) ICICI/393/M1S/2014-15/4023 dt.
19-09-2014
3 FNo.DRI/MZU/CI- | ICICI Bank Limited, EOL 1) ICICI/393/MI1S/2014-15/4228 dt. 01-
11/2013-14 dt.19- ICICI  Centre. 163, Various LCs including 10-2014
09-2014 H.T.Parekh Marg. LC No. 393MLC204609 i) ICICI/393/MI1S/2014-15/4273 dt.
Backbay Reclamation. dt. 05-06-2009 08-10-2014
Churchgate,
Mumbai-400 020
24.3.4 Scrutiny of the documents received from the banks revealed that

the documents were forwarded by the overseas negotiating banks under
covering letters addressed to the LC opening bank [which is hereinafter referred
to as the Foreign Bank Covering Schedule (FBCS- for short)]. The FBCSs

contained, inter-alia, the following information :-
1) Bank’s Reference Number
i) LC No. /date
1ii) Name of Beneficiary/Drawer - (GSF)

1v) Name of the LC Applicant/Drawee -Essar Group entity importing
goods

Y| Bill Amount/Total Amount Claimed/Document Value: - Equivalent to
the value of goods to be remitted by LC mode as depicted in the

invoice.

It appears from the FBCSs that the overseas foreign bank had forwarded, inter-
alia, copies of the relevant invoices (GSF invoices) alongwith corresponding
packing lists and bills of lading pertaining to goods imported by the concerned
Essar Group entity towards shipment for which consideration was being
claimed. Scrutiny of the FBCSs revealed that the bill amount mentioned in the
FBCSs was invariably found to be equivalent to that portion of GSF’s invoice

value of goods which was claimed under the head ‘amount claimed under LC".
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24.3.5 As mentioned earlier in this Notice, documents relating to
transactions between GSF and various overseas based OEMs were received
from overseas banks which included several OEM invoices, which were
scrutinised for their contents. Many of the invoices raised by one of the OEMs
viz. HPECL were found to have a standard pattern. This pattern of invoicing by
HPECL was found to be a common feature of most of the invoices raised by
HPECL. Two illustrative invoices, which depict the pattern of invoicing are
discussed below. The following two illustrative invoices raised by the OEM-
HPECL on GSF towards shipment of goods to Salaya (EPGL) and Mahan

(EPMPL) power projects were examined :-
i) HPECL Invoice No. HPE/M23/S-S/063 dated 01-10-2009

i) HPECL Invoice No. HPE/M19/S-M/034 dated 09-06-2009

Scanned images of the two such invoices are given below for ease of

appreciation :-
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Image No. 5
(¥ 8
Ay \
my R TREARREAA
EOWERIEN GINEERINGICOM BNV TG
Building 2, Central Development Zone, Nangang District, Harbin, China
Post Code: 150000 Tel (0088-451) 87919669 Fax: (0086-451) 82309457 >
b e
INVOICE v~ - 2
e ENO. NVOICEDATE =~ § * 0
Octobor 1 2009 _ ) {
S TATE GANK OF 1o ““F08 Tianjin, cmna‘ ! 0
KOLKATA (CALCUTTA) HPE-S51-P-0910-01 INCOTERMS 2000 >
(FOREJGN DEPARTMENT)
ped from Tianjin, China to Mumbai, India b Sea
GLOBAL SUPPL!ES (UAE) FZE at LOB 38, Office N0.38G,03 & 04,PO Box No.42169, Hamrlyah
Free Zone, Sharjah, United Arab Emirates
w s I T TN I
TO INVOICE THE RAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENT FOR 1200MW POWER PLANT AT SALAYA
AS PER CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE {Contract
No.: Saiaya/GS/HPE/001 Dated Oct. 21, 2007)
Shipment Consists of:
Roof Structure .
(under item A Boiler’and Auxiliaries as per Schedule 2 of the cantract)
Number of Packages: 135 Packages
Gross Weight: 192494.8kg
Net Weight: 190535.6kg
(under S.No. 81, item Code:73012090, part of Steel stmctum)
GROSS FOB VALUE OF THIS PARTIAL SHIPMENT: 8190.294.12J
DEDUCITON AMOUNT:
advance payment 8.62% $16,403.36
payment againat ordering of major boiler components 5.17% $9,838.21
payment agaipst ordering of turbines and generators 4.60% $8,753.53
payment against ordering of ESP 1.72% $3,273.08
upon arrival of equipments at site 4.94% $9,400.53
upon synchronization of unit 2.47% $4,700.26
upon successful completion of reliability run 2.47% $4,700.26 ’
upon successful completion of performance test 2.47% $4,700.26 /
payment against shipping documents/proof of dispatch 67.54% $128,524.68
PAYMENT DUE U.S. DOLLARS $128,524.66
One hundred twenty sight thousand flve hundred twenty four and
cents sixty six only

We certify that the goods supplied are brand new and as per contract.
Importers Code No. :0307096211

We certify that the goods supplied are not under negative list/ restricted list and are freely importable

under import export policy AM 2004-2009
Project Manager(HPE): s eng on bebadf of X
Our Bank Detais: HADEIN BORFR zmﬂmm 0., LTOAr”

Bank name: Bank of Hellongjiang Branch .{;r 7
Address of Bank: NUTTY Hongjun Street, Nangang Dist.,Harbin,P.R.China

Account No. 248500290808091014

Swift No. BKCHCNB.)860

ELUT
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Image No.6

he Ry LI T IR A PR ST A28 )

“: HIRBINIROWERJENG [N EERIN UICOM BANVH MIMED)

Building 2. Central Development Zone, Nangang District, Harbin, China

“c Post Code,xsoognlNT\ei o(olmgésn 87919669 Fax (0086-451) 82309457
2

Shipped from Tianjin, China to Haldia, India by Sea

LC NO, © | LJICDATE INVOICE NO. INVOICE DATE
393MLC 194908 2008-05-13 HPE/M19/S-M/034 June 9, 2009
‘ TRADE YERM REF. GENERAL PACKING LIST NO.
FOB Tianjin, China INCOTERMS 2000 HPE-M1-P-0905-02

BILLED TO:

GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office No.38G,03 & 04,PO Box No0.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENTS FOR 1200MW '"MAHAN' POWER PLANT AS
PER CONTRACT WITH GLOBAL SUPPLIES (UAE) FZE

Snipment Consists of:

Turbine Embedded Part _

(under Item B: Turbine Generator. Power Cycte Equipment and Auxiliaries
as per Scheduie 2 of the contract;

Number of Packages 16 Packages

Gross Weight: 57942kg '

Net Weight 46728kg

(under S.No. 7, item Code 84068100, itemn 1 1 part of Turbine )

GROSS FOB VALUE OF THIS PARTIAL SHIPMENT: $313,738.24

DEDUCITON AMOUNT:

advance payment 8.72% $27.357 97

payment against ordering of major hoer components 5 23% $16.408 51

payment aganst ordenng of turb.nes and generators 4 65% ; $14.588 83

payment against ordenng of ESP /4« $5.459 05

upon arnval of equipments at site /'fct i \5;15 686 91

upon synchromzation of unit 2 5* NG | ’ $7.843 46

upon successful completion of rehiabilty run 7 5 . + §7.843 46

upon successful completion of performance test 2 5% ) $7.R43 46

payment against shipping documentsipioot of dispatch 67 16% $210,706 60
PAYMENT DUE U.S. DOLLARS $210,706.60

SAY US DOLLARS: Two hundred ten thousand seven hundred and six and cents sixty only

Project Manager(HPE):
Qur Bank Detalls

Bank name: Bank of China, Heilongjiang Branch

Address of Bank: No.19 hongjun Street, Nangang Dist. Harbin,P.R.China

Account No. 246500290808091014
Swift No. BKCHCNBJ8S60

SCN No. DRI/MZU/CI-11/2013-14

Scrutiny of these invoices revealed that while the goods covered by invoice at

Image No. 5 above were meant for the Salaya Power Projects being set up by

EPGL, the goods covered by invoice Image No. 6 were meant for the Mahan
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Power Project being set up by EPMPL. The invoices further reveal that the total
value of the shipment is mentioned under the head ‘Gross FOB value of this
partial shipment’ which is USD 190294.12 and USD 313738.24 respectively.
The amount claimed for payment under the said two invoices is mentioned
under the head ‘PAYMENT DUE US DOLLARS’ in both the invoices, has been
arrived at after various deductions towards different factors. Aggregate
deductions as a percentage of the Gross FOB value work out 32.46% and
32.84% towards shipments to the Salaya and Mahan Projects respectively. The
amounts of USD 128524.66 and USDD 210706.60 claimed as ‘PAYMENT DUE
US DOLLARS’ in the two invoices are 67.54% and 67.16%, respectively of the
gross FOB.

24.3.6 Back-to-back invoices raised by GSF on EPGL and EPMPL on the
strength of the aforesaid two OEM-HPECL invoices on GSF were identified on
the basis of common B/Ls pertaining these shipments, which are tabulated

below for ease of appreciation :-
Table-51

Comparison of above two OEM-HPECL’s invoices (Image No. 5 & 6) vis-a-

vis back-to-back GSF invoices

Particulars shown in HPECL’s Particulars shown in GSF’s invoice raised on back-to-
invoice back basis on EPGL/EPMPL
OEM-
GSF invoice no. Amount Total
HPECL 100% invoice Amt. claimed L
Payment due /date Advance claimed invoice
inv.no./date FOB value under LC
(L'SD) (USD) under LC value
(USD) (USD)
/TT(USD) (USD)
IAl [B] ICl ID| [E] IF] 1G] [H
HPE/M23/S- GS/Salaya/138/0
/063 dated | 128524.66 190294.12 ct/09-10 dt. 08- - 129809.90 | 8902833 | 21883823
01-10-2009 10-2009
HPE/M19/S- GS/Mahan/45/Jul
M/034 dated | 210706.60 313738.24 ¥109-10 dt. 07- - 212813.66 | 195046.05 | 407859.71
09-06-2009 07-2019

Note : Figures at Column F are 101% of those in Column B.

Comparison of the figures given in Column B of the Table above pertaining to
OEM invoices on GSF with those given under Column F pertaining to back-to-
back invoices raised by GSF on Essar Group entities appears to indicate some
nexus inasmuch as the figures were almost matching. Efforts were made to
examine the nexus between the values covered by the two sets of invoices
(OEM invoices to GSF invoices) for the same goods. The relevant FBCS under
which the overseas negotiating foreign bank forwarded the two GSF invoices to

the LC opening bank in India were identified. One set of scanned image
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each of two shipments for Salaya and Mahan power projects, containing the
OEM invoice, the corresponding back-to-back invoice raised by GSF and the
relevant FBCS under which the invoice was presented for payment to the LC

opening bank are produced below :-
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Foreign Bank Covering Schedule i Global Supplies (UAE) FZE Invoice

i OEM Invoice

cwuyon 6) ————{Global Supplies (UAE) EZE
[ 31t L

List of documente
. DRAPT

. + On the stéeagth of your $WIFT dated 5 Decesber b

14 0k 2008 ‘\-—
N 'N/
Oovering Scnedule \\~ *,\
Nong Xong il ECDSEE, 2009 (“‘_
A
STATE BANE OF TMDIA \\‘
CORPORATE ACTOUNTS GROUP . Us
VOLTAS WOUSE, 2), J B HEREDIA MARG \, Prane: v71 6 5260619
BALLARD ESTATE MIBGAI - 400 001, \Y Pax 971 6 5360018
prepry \, ______ __CoMmeRCIAL Bevoton e
EBAAR POWER SUOARAT LYD —
Our Bill Reterence HRGESC1773-0%2 »‘3\\ SEBAR NOURE .11 K. K. HARE , N aLnAYA/ LIS OCT/ 4010
(PORMER REP EXGR01773-038! \f} s\) ~ SANALAXIEL SRAGBAT OF PAVIGNT : 360 BAYY FRON THE |
L/C Bumber CH995CHIM0MINMNI ~ A BATE OF B/LARING POR CLAZN UNBER L C
tasuing Bank STATE BANK OF INDIA, ECLKATA IMDIA € \ .
Beveticiary GLOBAL SUPPLIES UAR P2E e i PO, GALIAN PORT ,
' Tenor 160 DAYS FRON SHIPMRNT // I 0\
3 A

We encluse the documents under the above documestary credit for
paymant with instructions ss below

mvooRL M ©/C MENRP‘S CRRY D ARS SIRAND NEW AND A PEB SOMTRAGY . ...
212 ' 4 3 1ex 1 y e
DRSPATCH CLEARANCE CERT  CERT OF DRSPATCR  COURIEE PECRIPT H

bl 1
NON - WOOORM PES TERT DETRILED P/L
1 4

BILL AMOCHT
rLoe -
DISCOGNT THTEREST .
3.)0887 PCT » A (LIBOR 2 4006 PCT
PIL8 1350 BPS: ON USDIIA 474 08
PR 299 DAYR o’ el
¢ 00T 203 o

® =
nuaxnn =

USD 129,829 30

o ble:en

Iost ruct ;048 Ve

the captiooed bill for DED12S. R
Purther to cur today's SWIFT, upan msturity i
¢ Octobmr 2010) (3 October 3010 being hol:dayi.
seisbusmenmnt for GSD1I1, 323.37 oo Stacs Bank of

-

-—

Corporate Accounts Group Branch, Mumbsi (5BININ ) as par
L/C tezes.

+ Original L/C is eadorsesd .-

This advice 15 subject tc the Uniform Custass and g ioce for

Bocumestary Credits of the lateruationsl Chesber c!f *
applicable at the time of the L/C iseusnce

Por any ficus corrsspotslencs plesse quots Attn BY

270 20 I e Puctc e 0 Geeny g Gong § P 5 B 14 meny Sony
T I MRS IYED b COAT N6 1408 Jeeht 0t (Rrares
Tt 4 Frnus P st guetrase By + G % B e § S O ¥ WA § DR M

M MMMWMMM
mcauo Tot (00NB-451) 87919008 Fux (0000-481) 82300457

“E %iﬁ EBH‘I.E/E ﬁﬁ&’ NG
e % INVOICE

GLOSAL SUPPLIES {UAE] FZE at LOS 38, Office No.380.03 & 4.0 Box Mo 42188, Hamryah
Free United Atab Emirstes

10 A [2 AND
BUPPLY OF EQUIPMENT FOR 12000W POWER PLANT AT SALAYA
AS PER CONTRACT WITK GLOBAL SUPPLIES (UAE) FZE (Conteact
Mo . Seem/GEIMPEDCS Duted Oxt 21, 2007)

Shpment Coneiste of:

Roof Structure

{uncer Rem A -Jmmunmzunm

Number of Peckages 138 Peshngee

Gross Weight 1MLy

Not Waight' 19063000y X

funder SNo_ 1, Ben Code TIOTI00 pat el Sewisnachom)
FO8 OFf I BHPWENT:

DEDUCTTON ABOUNT:

scvance paymant SA2%

Poyment ageirelanianng of megor soler componanis § 17%

peyment sgaipat orderiog of Arbines and genesators 4.90%

poyment apeinet ordeiing of ESP 1 72%

upon srvivel f eguigmerds at alis 4 54%

upon synchronitelion of unt 2 47%

Vb”mnmwnmmn
Mmmnmmuum

OEM Present Payable value after Deducting 1% Bank Charges

Estimation of OEM Full invoice Value

1,29,809.9 USD/1.01= 1,28,524.66 USD

1,28,524.66 USD*100/67.54= 1,90,294.12 USD

Note: - The above GSF Invoice has two components, {i) Amount under LC No. 0999508/M10041949 (u) Amount to be paid by TT/LC.
The value component of {i) is directly relatable to OEM invoice value after deducting bank charges

>
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Foreign Bank Covering Schedule

] Global Supplies (UAE) FZE Invoice

OEM Invoice

: L0 % 269% VR h
-
8 "’»\ 5 Standard
Covering Schedule ) expannegonenen | ChIATTETEd
Trade Servces bk nht nufﬂA lx\Q é—
PO BOX 9% Ten +37: 460C $4 8282
Duoa Unieo A7s0 trwaies Fax w71 43555148

Global Supplies (UAE) FZE

5t

Global Supplies

Hrgered (e

393 CI9E08

LC Number

Piesee shuays quote Our Ref No  CBORIAIST

LC ineve Dnte  May 13 2008 Sq'iﬂ‘"ﬂ(ﬁloﬂ Dete August 30, 2009
tesuing Beak Appiicant Due Dete  Jurwsary 04 2010 COMMERCTAL INVOICE
IOk B LiATED ombiopsatfumit 4 TR B GgAR POWER WP LTD T INVORCE NO.: G5/MANAR/ 45/ R0LY/09 18
57 163 T PAREKH MARG BACKBAY MANALAKML MUMBAI 400 34 ESSAR NOUSE, 11 K.K. MARG TNVOSCE DATE :07.07.09
prplipriv s NOW o029 MAMALAXM, MUMBA SHIPMENT TERMS FOB ANY SEA PORT / Ask PORT 1N THE
Priieeparbe MURMED O 795 2 WM 3 WORLD EXCEPT FROM COUNTRIES / PORTS SANCTIONED SY
\n ¢o LN, AND £.U, INCOTERMS 2000 INCOTERMS FOB
) Our Rat COOR1MEY . i - \ag6 TYents OF DELIVERY : F.08.
Benehciary Traneccrt Dee N Tranepon Doc Dme  Vessel Heme i ! | TERMS OF PAYMENY : 180 DAYS FROM YHE DATE OF BILL OF
GLOBAL SUPPLIES (UAE)FZE @ ez 1ReTIER . Number of Cases 16 PACKAGES LADING FOR CLAIM UNDER L € PORTION

LOR 38 OFFICE NO 386G 038 04
HF 2 42150 Shanah UNITED ARAB
EMIRATES

TEL NO DASE17278 £ AX NO
065260018

Your Ret:MARANASIR Y091

Our Adv Ref EX0811025

Amourey+}
Total Amount Cimmed

Deer Sww,
Kindly folow the retnuctions beiow.
WA REFER 17 YDUR MT 799 DATED 2808
FOR UMDER ABOVEMENT ONED LETTER OF CRE

»
S

’.N REMBURSEMEN! ON DUE DATE WE Will C

Bh 1P
usSD 21211344

ENCLTSE HEREWITH 1&&4&}0’ DOCUMENTS CALLE D

HE BAL AMOUNT PLUS N‘E‘.‘TEF&ST CHARGES AS PSR LC

TE RIAS FROM IC:C1 BANK . TD HONG KONG CICHKEHREM AS PER CRED'T TERMS

PLEASE ADVISE US ACCEPTANCE AND MATURITY DATE BY R‘EY\MAUVNEN"CA‘EU MESSAGE.

OOCAMENTS NOT CALLED FOR BY THE LT F A
CH OUR PART
WE CONFIRM mAVING ENOORSED THE BILL

PARTY BUYER SUPPLIER CONSIGNEE OR NOTIFY RAS
COMPANY ASBIGNEE OR TRANSFEREE PRESENTA
PLACE(S) OF ORIGIN.L OADING

TRARSSHIPIENT RECEIPT DISCHARGE OR FihAL UF$

THANSSHIPMENT 5 PROBITED THROUGH IRAN LU

Standard Charterss Bank.
Teade Sarvems

PARTY OR SANCTIONED COUNTH
Y

JOSRTH KOREA SUDAN AND MY 24

690 54 K2 B2 resrw. UAE
mru £464 {outsade .
- | S sl 3RO NUMYIL

AND “5 w' NFOURF & SIGNATURE

Sutyect 1© b Cusionm ard Prechce ‘o

Cremt 2 stpdated in e Leke U

D ARD WITHORT RESPONSIBILIT ¢

mﬂsncuon FALS 1) PERFCRM THE
THER AUTHORITY AS A RESUL T
y asvmonnemsoan

Q. 1 PARTY 4 OCATED i 2

(CSM]_ Youtd -
32 24 Trade Manager M. S,

MODE OF SHIPMENY : SEA BIMOFLADINGNO:2X === . -
PORT OF LOADING : TIANJIN  CHINA PORT OF DISCHARGE : HALDIA , INDIA R ]
St N

DESIEN AND SUPPLY OF !Q\umm FOR 1200MW AT u»wv
THERMAL POWER PLANT, AS PER OFFSHORE
CONTRACT

| SLOSAL SUPFLIES (UAR)
1.3 TURBIME ( PARY SNIPHIK')
SHIPWENT CORSTST OF UNTT T (UNDER ITEN B :TURBINE

407.859.71

' LC MO, : 293IMLL194908
| DATE OF ISSUS :080513

o Je07,858.71
'(iiaiim TN WORDS USD FOUR NUNDRED SEVEH THOUSAND EIGHT WUNDRED F17TY NIwe uo ctm SIVERTY

Tron cn,ansu»u:smu)ru ]

SAMCTONED PARTY MAY INCTO NG ,
TV BANK SHIPPING  COMPANY AGENT CE
Y NCEUDE

D STGNATORY
T AND ARE FREFLY

(HERGHD (POXSHR (3

08/ TR/ o

SR

Buiding 2 Central Dcvdopm.rllam Nangang Distnct, Hartwn  China

Post Code 150090
INVO

1) 87919669 Fax '0085-451) 82309457

2

P T ot
393MLC 194908 [ 20080513 HPEM June 9. 2009 ]
TRADE TERR REF. GENERAL P usTHO

HPE-M1.P-080502

__FOB Tanpn, China INCOTERMS 2000

Shipped from Tianjin, China to Haldia_india g! 2

BALLED TO:

GLOBAL SUPPLIES (UAE) FZE at LOB 38, Office No.38G,03 & 04,PO Box No.42169, Hamriyah Free

Zone, Sharjah, United Arab Emirates

TO INVOICE THE PAYMENT AGAINST PART SUPPLY OF DESIGN AND
SUPPLY OF EQUIPMENTS FOR 1200MW MAHAN POWER PLANT AS
PER CONTRACT WATH GLOBAL SUPPLIES (UAE) FZE

5 Consmis of -

ty

Twbine Embedded Part ,

(under item B Turbwe Generator Power Cyce Equpment and Auxhanes
as per Schedule 2 of the conbract;

Number of Packages 16 Packages

Gross Weight 5794209 .
Net Weght 46728%g

{under S No 7. lem Code 84063100 htwm 1 1 part of Turtere )
GROSS FOB VALUE OF THIS PARTIAL SHIPMENT:

$313,738.24

DEDUCITON AROUNT:

advance paymen B T2%

payment aganet ordening of majo: drler comarrents 5 23% ~
payrment aganyst ordenng of lurt.nes and geneators 4 65%

16.408 51
$14.588 83

paymenl aganst ordenng of ESP 4 4 %Il $5.459 05
upon arrval of equipments af si: - r"'A T 945686 1
upon synchronation of und 7 5% h 7.843 46
upon successtul completcn of reiatu by twn 2 4 7/ $7.84346
upon p of pedoimnance text 2 5% === P 37.84345
] s/ proot of mspaé\ 57 16% ) // $210.706 60

_PAYMENT DUE U.57 .$210,706.60

SAY US DOLLARS:

Two hundred ten thousand

Project MWanagen(HPE):

Our Bank Detaus

Bank name Bant—;dlhma Herongpang Brongh
Address of Bank: No 19 hongjun Strect, Nangang,
Account No. 248500290868091014

Swift No BKCHCNBUS60

t. Harbin |

2z

LS y 4

OEM Present Payable value after Deducting 1% Bank Charges

Estimation of OEM Full Invoice Value

212 813.66 USD/1.01= 210,706.60USD

210,706.60 USD*100/67.16= 313,738.24 USD

Note: - The above GSF Invoice has two components, (i) Amount under LC No. 393MLC194908 (ii

The OEM Invoice Value is deductible from the amount at (i) Less bank charges

Amount to be paid by TT/LC.
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24.3.7 The figures shown under the head ‘Amount claimed under LC’ in
GSF’s invoices work out to be 101% of the OEM invoice figures claimed under
the head ‘Payment Due’. It appears that the figures given under the head
‘Amount claimed under LC’ in GSF’s invoices are inclusive of bank charges to
the extent of 1%. Since the figures reflected under the head ‘Payment due’ in
OEM invoices constitute 67.54% and 67.16% of the total (100%) value of the
goods covered by the two OEM invoices, 100% value can be worked out and
arrived at proportionately which works out to USD 190294.12 and USD
313738.24, respectively, towards the two invoices. These amounts happen to
be equivalent to 100% value of the goods invoiced by the OEM-HPECL to GSF
as 1s evident from the two invoices raised by it for shipment to Salaya and
Mahan power projects. It, therefore, appears that OEM invoice value (100%
invoice) of goods can be derived on the basis of figures mentiond under the
head ‘amount claimed under LC’ in GSF’s invoice and/or the bill amount
shown in the corresponding FBCS under which the invoice was forwarded to
the LC opening bank for remittance, even in those cases where OEM invoices

are not available.

24.3.8 As brought out elsewhere in this notice, invoices raised by the
OEM-HPECL on GSF for direct shipments to EPGL/EPMPL’s power projects at
Salaya and Mahan as forwarded by the overseas banks are available for only
some of the import consignments and not for all import consignments shipped
by HPECL. Despite repeated requests, EPGL and EPMPL did not provide copies
of the all OEM invoices raised on GSF for direct shipment of goods to the power
projects at Salaya and Mahan being implemented by EPGL and EPMPL,
respectively. Therefore, efforts were made to arrive at the OEM values for
shipments by HPECL (where OEM-HPECL invoices were not available) using
the nexus observed between the amounts appearing in GSF’s invoices and the
bill amount appearing in the corresponding FBCS as brought out above (Para

24.3.7).

24.3.9 Three illustrative instances showing derivation of OEM invoice
values for consignments imported by EPGL and EPMPL on the basis of GSF
invoice prices and/or bill amounts shown in the FBCS (involving three foreign

banks) pertaining to GSF’s invoices are tabulated below :-
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Illustrative examples of Derivation of OEM invoice prices on the basis of

GSF invoice prices/ Foreign Bank Covering Schedules

Bill value as Particulars shown in GSF’s invoice on EPGL/EPMPL Estimated
Correspoding
) } per FBPS/ Amt. Amount Total OEM
FBCS No./ Name of the GSF invoice no.
. Amount Advance(| claimed claimed invoice invoice
date Foreign Bank . /date raised on
claimed under USD) under under LC value price
o EPGL/EPMPL )
FBCS (USD) LC(USD) /TT (USD) (USD) (USD)
IA] IB] 1€l (D] {E] [F] 1G] {H| m
Abu Dhabi
299T3S51011 Comercial 836251.28 GS/Salaya/33/Ap
60001  dt Bank (ADCB) (Bank charges ril/10-11 dt.15- - 836251.28 863179.99 1699431.27 | 1213879.47
26-04-2010 [2% Bank 2%) 04-2010 (EPGL)
Charges|
Standard
GS/Mahan/190/0
Chartered
CB0904552 . 1651596 (Bank 8-09 dt. dt.
Bank. Dubai - 1651596 1635448 3287043.94 | 2434847.48
dt. 26-03-2009 charges 1%) 03-03-2009
1% Bank
(EPMPL)
Charges
Credit Agricole GS/Salaya/91/Se
HKGE901773 370921.23
CIB-Hong ptember/09-10
-046 dt. 05-11- (Bank charges - 370921.23 363141.27 734062.5 543750
Kong (1% bank dt.05-09-2009
2009 1%)
charges) (EPGL)

Note :- Figures in Column 1 =[C or F ] x 100/ (101 or 102 ) x 100/67.54 (for EPGL) or 67.16 (for EPMPL)

It appears that in case where the foreign bank nominated by GSF is Abu Dhabi
Commercial Bank, the bank charges work out to 2% whereas in the case of
Standard Chartered Bank, Dubai and Credit Agricole CIB-Hong Kong, the bank
charges work out to 1%. It, therefore, appears that it is possible to derive the
OEM invoice prices on the basis of the part of the GSF value i.e. the amounts
represented under the head ‘Amount claimed under LC’ of GSF’s invoice. or
FBCS Bill amount/amount claimed in a specific GSF invoice. The OEM invoice
prices worked out by applying the above method appear to match the invoice
values in the OEM invoices, in cases where the OEM invoices are available for
back-to-back inflated invoices raised by GSF. This mode of estimation of OEM
invoice value , however, appears to be possible only in cases where the GSF
invoice value shows a break-up of the total invoice value into two components
(Amount claimed under LC & Amount claimed under TT/LC as discussed

earlier and the corresponding FBCS is available on record.

24.3.10 It appears to emerge from the above discussions that in
cases where the GSF invoice price shows a break-up of the invoice price into
two components i.e. (i) Amount claimed under LC and (ii) amount claimed
under TT/LC, while the amount of (i) is relatable to the amount claimed at the

time of supply under the OEM invoice, the amount at (ii) claimed under TT/LC
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in GSF’s invoice is over and above the amount claimed at the time of supply

under the corresponding OEM invoice.

24.3.11 Scanned images of two sets of documents, one each pertaining to
shipments to EPGL and EPMPL, showing the direct nexus between the amount
appearing under the head ‘payment due’ in the OEM invoice and the amount
appearing under the head ‘amount claimed under LC’ in the corresponding
back-to-back GSF invoice, indicating that the balance invoice amount (Figures
appearing under the head ‘Amount claimed/Amount to be paid under TT/LC)
as the amount remitted over and above the amounts claimed under the OEM

invoices by OEMs.
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Note: LC portion of GSF invoice has been calculated by adding 1% bank charges to Payment due to OEM i.e HPECL at the time of shipment
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invoices where the value is split up as (i) amount claimed under LC and (i)
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It appears that this inference can be restricted to only those GSF

amount claimed under TT/LC. However, there are cases, where GSF invoices

do not show such split up, apparently where the entire invoice price is payable

through LC mode. Documentary evidence in the form of back-to-back OEM

invoices in such cases wherever available, reveal over-invoicing in such cases

also. Instances of imports by EPGL and EPMPL on the strength of such GSF

invoices (where GSF invoice does not show split-up into TT/LC) where back-to-

back invoices raised by OEM on GSF are available showing value inflation are

given in following two Tables in respect of EPGL and EPMPL.

Table-53

Instances of import by EPGL on the strength of GSF invoices where there

is no LC/TT split-up

GSF Invoice OEM Invoice o
S Diff. in
\'(') BE No. BLNo. & Dt. | OEM Name . Val USD
-NO. v. Vi in®
. Value FOB . (in%)
No. . USb
No. /date (USD) No. / date ( )
[
[A] [B] [C] [D] [E] [F] [G] [H] [D-H]
SHANDONG
GS/Salaya/35/] TAOKANI6S09B | FENGHUI FHIS-ESSAR- 837037
I | 300318 | une/09-10 Dt. | 3228572 BOI Dt. 21-06- EQUIPMENT 200901 Dt. 12-06- | 2391535 (35%)
21-06-2009 2009 TECHNOLOGY | 2009
CO. LTD.
e, ZHEJIANG
GS/Salaya 165/ 0907NCSHVDOI | HANGXIAO : 514763
November/09- . > . SLYHX091115- o
2 | F-76 10 Dt ast). | 3946513 BE Dt. 25-11- STEEL LI DL 15112000 | 3431750 (16%)
2009 2009 STRUCTURE o
CO. LTD.
[TARBIN
GS/Salaya/178/ i POWER ;
° 0907NCSHVDOI B ING o 731500
December/09- . ENGINEERING | HPE/M24/$-$/084 .
3 | F-89 0 Dt 1510, | 2821500 ;\861901. 25-11- COMPANY DL 2041 13000 2090000 (35%)
2009 LIMITED,
CHINA
e ZHEIIANG
oS Salaya 93/ SHAVADS2S09B | HANGXIAO | ¢/ viixoo1130. 683942
4 | F-85 0 DL 1740, | 5243554 BOI Dt 11-12- STEEL 12 DL 304112000 | 4559612 (16%)
2000 2009 STRUCTURE :
CO. LTD.
ZHEJIANG
GS/Salaya/236/ | 146594 HANGXIAOQ . . 19121
5| 148195 | January/09-10 3?02‘0':)072 DU grepL %g"ésloool‘gg'm 127473 (16%)
Dt. 25-01-2010 - STRUCTURE T
CO. LTD.
SHANDONG
GS/Salaya/266/ FENGHUI FHIS-ESSAR- 837037
6 | F-109 | February/09-10 | 3228572 4Dt.22-01-2010 | EQUIPMENT 2010001 Dt. 07- | 2391535 (35%)
Dt. 08-G2-2010 TECHNOLOGY | 01-2010
CO. LTD.
ZHEJIANG
GS/Salaya/268/ . HANGXIAO . 192737
7 | F-120 | February/09-10 | 1477630 %%01 DLOS-02- + grpg). Tkg"égooo]'gg'l o | 1289913 (16%)
Dt. 11-02-2010 STRUCTURE S
CO. LTD.
ZHEJIANG
GS/Salaya/269/ . HANGXIAQ . 70510
8 | F-117 | February/09-10 | 540574 ;’é’i\ém DL26-01- 1 gy B'l‘\;’(;’fg";ggg'g 470064 (16%)
Dt. 11-02-2010 STRUCTURE el
CO. LTD.
i ZHEJIANG
S/Salaya/19/ 123374
o | Fn2 Sr“/]‘(‘)j“i’]wm A 715870 SHV01/02 Dt. 31- | HANGXIAO SLYHX100320- | (oo 1o oL
3042010 03-2010 STEEL 15 Dt. 20-03-2010 | °
STRUCTURE
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CO. LTD.
SHANDONG
GS/Salaya/32/A FENGHUI FHJS-ESSAR- 837037
10 | F22 | pril/10-11 Dt | 3228572 [ Dt 13-04-2010 | EQUIPMENT | 2010005 Dt. 07- | 2391535 (35%)
28-04-2010 TECHNOLOGY | 04-2010
CO. LTD.
HARBIN
o \ . POWER 743111
GS/Salaya/78/ CSASHA003C & VER o
v {PE/M29/S-S/.
L34 | Maytosli De | 2600889 csasHAD02 Dr. | COUINEERING | PR ISSR0L | 1357778 (40%)
19-05-2010 06-05-2010 . 1 D103
2 . LIMITED.
CHINA
HARBIN
‘ POWER 12000
GS/Salaya/l 19/ \ .
_ ‘ XVOIB Dt. 23-05- | ENGINEERING | HPE/M30/S-5/215 A
12| F-47 g/ia%/s](z)blllo Pt | 42000 Soro COMPANY oo | 30000 (40%)
et LIMITED,
CHINA
oYl
GS/Salaya/[ 80/ - 55125
‘ OE710061001 Dt. | MANUFACTUR | 91618333 Dt. 13- .
- g = i s "0
13 | F-678 .l]lf/l_\o/;-()zélloDl. 212625 A N comrany | 02010 157500 (35%)
) SDN BHD
HARBIN
POWER
GS/Salaya/184/ Mg - 280000
o OE710061024 Dt. | ENGINEERING | HPE/M31/5-5/235
. 710- 5%
14| F-665 .lll:)lyo/;()z(;lloDl. 1080000 72010 COMPANY bt ororoore > | 800000 (35%)
R LIMITED,
CHINA
SHENYANG o116
GS/Salaya/201/ ) SANYO )
15| F-3502 | July10-11 DU | 352451 ey OB | BuikDING OOTLOMOABDL | 261075 (35%)
28-07-2010 e MACHINERY
CO. LTD.
GS/Salaya/1 78/ ATLAS COPCO | . ) 136900
16 | 861022 | July/10-11 DL | 347646 gﬁgg@g%w AIR POWER 53923;_30%?3{’8 210746 (65%)
31-07-2010 ' NV :
SHENYANG o0
GS/Salaya/230/ SANYO 9
17 21970 Augusuio-11 | 234090 IS PR Uik DING LetSMOAB DL 173400 (35%)
Dt. 10-08-2010 MACHINERY
CO. LTD.
HARBIN
» POWER 5
GS/Salaya/231/ \ 781845
i OE810071033 Dt. | ENGINEERING | HPE/M32/5-5/253 A
18| 3288 gfg]“(f_‘(/)gf;]o‘]o 3387994 30-07-2010 COMPANY Dt. 01-07-2010 2606149 (31%)
' - LIMITED.
CHINA
HARBIN
POWER
GS/Salaya/234/ e s 12121
OE810071032 Dt. | ENGINEERING | HPE/M32/5-5/251
- s1/10- 5 5%
R IO e 23:072010 COMPANY DL01-07-2010 | 4632 (33%)
‘ - LIMITED.
CHINA
HARBIN
. POWER
GS/Salaya/267/ VER ‘ 359583
XV02D Dt. 24-08- | ENGINEERING | HPE/M33/5-5/269 .
20 | F-89 S:Jg;]s_xélg(glollo 1386961 oo AT o oaonts 1027378 (36%)
: LIMITED.
CHINA
HARBIN
_ POWER 5
GS/Salaya/268/ > 1915423
XV02C Dt 24-08- | ENGINEERING | HPE/M33/5-5/263
2 - - 0,
I | F-88 g$g3u[s}61§;(371()1]0 7388061 S0 EANIVEG e e | 5472638 (35%)
' - LIMITED.
CHINA
HARBIN
-« POWER
GS/Salaya/270/ \ ‘ 1124912
) aya/ XVO02A Dt. 24-08- | ENGINEERING | HPE/M33/5-8/267 .
2 | F-86 g?g;]sfélg(f’lolm 4338944 oo EAVIGS e o] | 3214032 (36%)
: - LIMITED.
CHINA
HARBIN
« POWER
GS/Salaya/269/ 2066544
) XVO02B Dt. 24-08- | ENGINEERING | IPE/M33/5-5/265 | .
23 | F- st/10- 59
87 St‘%“f_‘&?foll 0 7970956 2010 COMPANY Dt. 01-08-2010 3904412 (35%)
' - LIMITED.
CHINA
HARBIN
(}S/Salaya/277/ POWER 34246
2y | 225226 | September/10- | oo OE810081024 Dt | ENGINEERING | HPEM33/S-S273 | |\ oo 1%
2 [l Dt. 18-09- 06-09-2010 COMPANY Dt 01-08-2010 °
2010 LIMITED.,
CHINA
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HARBIN
GS/Salaya/296/ POWER 93278
o5 | 228639 | September/i0- |, AGISE299201 Dt | ENGINEERING | HPE/M33/S-51289 | o0 (30%)
Sl 11 Dt. 30-09- ) 10-09-2010 COMPANY Dt 01-08-2010 °
2010 LIMITED.
CHINA
HARBIN
SS/Sa]eLya//387/ y POWER 166023
September/10- SHVAO0601A Dt. | ENGINEERING | HPE/M33/5-5/287
26| F98 1T 30.09. | 719435 15-09-2010 COMPANY Dt. 01-08-2010 333412 (30%)
2010 LIMITED.
CHINA
HARBIN
eptember/10- SHVA00601B Dt. | ENGINEERING | HPE/M33/5-5/286
271 F99 g 30-00- | 319235 15-09-2010 COMPANY Dt 01-08-2010 399412 (30%)
2010 LIMITED,
CHINA
HARBIN
SS/SalabyaBO‘)/ POWER 1417059
September/10- XVOIC Dt. 08-09- | ENGINEERING | HPE/M33/S-$/277
2800 by 3000 | 6140588 2010 COMPANY D 0t-082010 | 4723929 (31%)
2010 LIMITED.
CHINA
HARBIN
September/10- XVOID Dt 08-09- | ENGINEERING | HPE/M33/S-S/283 i
29| FI0T g 30.09. | 309706 2010 COMPANY Dt 01-08-2010 238233 (31%)
2010 LIMITED,
CHINA
HARBIN
GS/S&]&J\’&/G 11/ POWER 1231344
September/10- . XVOIA Dt 08-09- | ENGINEERING | HPE/M33/5-S/281
30| R0z | TR, | 533582 2010 COMPANY Dt 01-08-2010 4104478 (31%)
2010 LIMITED,
CHINA
HARBIN
GS/Salaya/312/ POWER 41506
September/10- XVOIB Dt 08-09- | ENGINEERING | HPE/M33/5-$/279 A
30 F03 T 3009 | 179859 2010 COMPANY Dt 01-08-2010 138333 (31%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya313/ POWER 505543
September/10- XVOIE Dt 08-09- | ENGINEERING | HPE/M33/S-S/285 . N
32 FR04 30,00, | 2190709 2010 COMPANY Dt. 01-08-2010 1685161 (30%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya/327/ POWER 66627
231823 | September/10- 010001368114 Dt. | ENGINEERING | HPE/M33/5-5/291 "
3B o U De L0, | 288718 14-09-2010 COMPANY Dt 01-08-2010 | 22209 (30%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya/328/ POWER 57743
231863 | September/10- 010001351181 Dt. | ENGINEERING | HPE/M33/5-8/293 .
305 1 DL 1-0- | 23022 14-09-2010 COMPANY Dt. 01-08-2010 192479 (30%)
2010 LIMITED.
CHINA
HARBIN
S POWER 3474107
GS/Salaya/337/ N IR N 5 -
35 | F-109 | October/10-11 | 14001704 2A Dt. 03-10-2010 Eg&'g&ﬁ”“(’ g:'%/l"f'(f;‘_/;(;%m 10527597 (33%)
Dt. 18-10-2010
LIMITED,
CHINA
HARBIN
et POWER 6347947
GS/Salaya/338/ A .
36 | F-110 | October/10-11 | 25584148 2B Dt. 03-10-2040 | ENGINEERING | HPEMM34/S-S/I3T1 1 955651 (34%)
e ool COMPANY Dt. 01-09-2010
LIMITED.
CHINA
HARBIN
i POWER
GS/Salaya/340/ OWER . \ 39088
37 | 793242 | October/10-11 | 157536 OIBIOIITADL | NG RING | oy o1 | 118448 (34%)
Dt 20-10-2010 (P
LIMITED.
CHINA
HARBIN
POWER
] GS/Salaya/346/ SIC02781 Dt 07- | ENGINEERING | HPE/M34/S-S/315 2376396
38 | F-11 gstggfg/()l_g-()lllo 9577594 s COMPANY A 7201198 (34%)
LIMITED.
CHINA
GS/Salaya/348/ ‘. HARBIN i
39 533387 October/10-11 | 172720 ?0[:?(‘)?2’8)1'802 Dt | pOoWER gf%/l"f'(f;‘_/;o'%zg7 129865 42855

Dt. 24-10-2010

ENGINEERING
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COMPANY (33%)
LIMITED.
CHINA
HARBIN
e POWER
w0 | 23372 8?(:;;‘:}%3]4?’ 1640549 OF810091026 Dt | ENGINEERING | HPE/M34/S-5/295 | o0 :)3033;?4
5 RO 30-09-2010 COMPANY Dt. 01-09-2010 o
‘ LIMITED,
CHINA
HARBIN
D POWER .
o | 232000 | OXSRmARSE OE710091015Dt. | ENGINEERING | HPE/M34/S-S/305 | |10 < ;132;;;
4 Bt e 0010 01-10-2010 COMPANY Dt. 01-09-2010 : 6
LIMITED.
CHINA
HARBIN
o POWER
p | 231961 | oA i OE710091014 Dt | ENGINEERING | HPE/MB4/S-S/301 | | (000 (335;059)7
9 e o 01-10-2010 COMPANY Dt. 01-09-2010 : o
: LIMITED.
CHINA
HARBIN
et POWER s
;5 | 232401 82{3@;‘:);’53["]0/ 1238813 OE710091016 Dt | ENGINEERING | HPEM34/5-5299 | 510 o0 2033,,2')
5 Detoben 011 01-10-2010 COMPANY DL 01-10-2010
LIMITED.
CHINA
HARBIN
POWER
g | 231063 | OSSO OE710091013 Dt. | ENGINEERING | HPE/M34/S-S/303 | o, cses (13733026
5 AT 01-10-2010 COMPANY Dt. 01-09-2010 32656
LIMITED.
CHINA
HARBIN
o POWER 5
45 | 231959 82{:@1?/‘]"63[6]2/ 474103 OE710091024 Dt. | ENGINEERING | HPE/M34/S-/307 | (conoe 53]36"1(;
s e o 01-10-2010 COMPANY Dt. 01-09-2010
: LIMITED.
CHINA
GS/Salaya/372/ ‘ gm}/;\NG 86155
4 | 237204 | November/10- [ o0 OE810101009 D, | 58T 09-H36016A-B | 5o %
8 11 Dt 02-11- 21-10-2010 : Dt. 01-11-2010
o MACHINERY
CO.LTD.
HARBIN
(S/Salaya/382/ POWER 19544
262197 | November/10- 3038214 Dt 02- | ENGINEERING | HPE/M34/S-5/317 i
70 1t Dt 10-11- | 13768 10-2010 COMPANY Dt. 01-09-2010 39224 (34%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya/d14/ POWER 4933
260471 | November/10- OES10111019 Dt | ENGINEERING | HPE/M35/5-5/339 .
B, 11 Dt 20-11- | 19880 13-11-2010 COMPANY Dt. 01-10-2010 14947 (34%)
2010 LIMITED.
CHINA
HARBIN
248827 GS/Saliya/TéS/ 20101022 Eg?lilRFLRING HPE/M35/5-8/327 46386
November/10- < JINEE : 5/8-S o
a9 |2 November I | 18695 :/(;g}](;%l()Dyzz- ANy AR, 140566 (33%)
2010 ) LIMITED,
CHINA
HARBIN
GS/Salaya/416/ POWER 69529
.| 243644 | November/10- NR.44910/01 Dt. | ENGINEERING | HPE/M35/S-$/349 ;
0015 N oD 20-11- | 280226 29-102010 COMPANY Dt. 01-10-2010 210697 (33%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya/417/ POWER 67405
243643 | November/10- OE710111001 Dt. | ENGINEERING | HPE/M35/S-5/335 N
g 11 Dt 20-11- | 271602 05-11-2010 COMPANY Dt 01-10-2010 | 204237 (34%)
2010 LIMITED.
CHINA
HARBIN
I S (23002 poweR 23702
. 48538 | November/10- . : ENGINEERING | HPE/M35/S-5/329 \
52 1 11 Dt 20-11- | 133831 f)zd(');'éj(')‘()o‘izl' COMPANY Dt 01-10-2010 102129 (33%)
2010 Jo0e PLOOTHE IMiTED.
2010 CHINA
HARBIN
GS/Sa]aya/426/ POWER 33702
. | 248539 | November/10- 26679 Dt 23-11- | ENGINEERING | HPE/M35/5-8/333 \
303 11 Dt 24-11- | 133831 2010 COMPANY Dt 01-10-2010 102129 (33%)
2010 LIMITED.
CHINA //
,'//’:.\‘ o
e
3
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HARBIN
GS/Salaya/433/ POWER 479787
.| 248582 | November/10- BQOB09935 Dt. | ENGINEERING | HPE/M34/S-8/309 | )
o 11 Dt 2s-11- | 1933087 25-10-2010 COMPANY Dt. 01-10-2010 1453900 (33%)
2010 LIMITED.
CI1INA
HARBIN
GS/Salaya/431/ DISQXGVD0606 P()WER» 2937000
| November/10- ‘ ENGINEERING | HPE/M35/S-5/351 .
550|133 | e | 11837000 gg:{zom,w-n- oMb N, 8900000 (33%)
2010 LIMITED.
CHINA
HARBIN
GS/Salaya/432/ BUGASAOSHAY | POWER 1650000
November/10- SAO! ENGINEERING | HPE/M35/S-5/353 A
s6 | F12s | RO 1 6650000 g\g(()jon)nzs-n- COMPARY o o0t 5000000 (33%)
2010 LIMITED,
CHINA
SAINTY
INTERNATION
o AL GROUP .
o | 254652 gzt/:ti?/\lajo41410/ s7047 OET10111008 Dt. | YANGZHOU SYMIO3SS DU | 4o (134330'/0])
712 3 20-1122010 MACHINERY | 29-10-2010
DL 30-11-2010 I
IMPORT AND
EXPORT CO.
LTD.
e SHENYANG
w | ngﬁiﬁi?fgg / DISQXGVDO606 | SANYO 10-1436016A-B 57222
S8 | k132 | DT | 230622 801 Dt. 17-11- BUILDING by a0 173400 (33%)
oo 2010 MACHINERY :
CO. LTD.
HARBIN
POWER }
GS/Salaya/573/ . ! HPE/M38/S- 148060
59 59'56' Feb/10-11 DL | 444181 '[\/'S(U”Mgzsm ENGINEERING | \1 297 3y 10-01- | 296121 (50%)
PSR 3 22012011 COMPANY ne
LIMITED.
CIIINA
HARBIN
. POWER
o | 334569 g’r?l//‘sl‘}'f‘lyz"/l];/’\ 288718 MUN-57511 Dt | ENGINEERING | HPE/MA0/S-S/41S | oo 4m0 ?56;;09)
5 S 05-04-2011 COMPANY Dt. 01-03-2011
LIMITED.
CHINA
HARBIN
e POWER
o | 341897 ;’:]/g‘}l:“]’z"/:)f”\ 133136 MUN-S7S10DL | ENGINEERING | HPE/MA0/S-8/423 | 5,000 ::013:)5
2 i) 05-04-2011 COMPANY Dt 01-04-2011 >
LIMITED.
CHINA
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Instances of imports by EPMPL on the strength of GSF invoices where
there is no LC/TT split-up

GSF Invoice OEM invoice Diff. in
SR | BENO.& Vaine BL NO. & Sh
NO. de. No. / date FOB bt. No./date Value FOB | Inv. Val | 0.
o (USD) (USD)
USD
1 =
[A] IB| 1€ |D} |E| [FI Gl H] |D-H]
SHANDONG s
o GS/MAHAN/7 ONG/HAL/40 | FENGHUI -
i 3245‘;’ 12('))(;) O/ULY/09-10 | 3228572 | 26 DT. 01-07- | EQUIPMENT 5359’3’; L | 2301535 | 837037
R DT. 22-07-2009 2009 TECHNOLOGY 33.06.2009 (35%)
CO. 1.TD.
ZHEJIANG
GS/MAHAN/I
! 8100912101 | HANGXIAO MHHX0912
2 28(;’17‘;([))]{) ?z%gﬁc(fg‘?t 102838 | DT 16-12- | STEEL 01-5 DT, 01- | 89424 13414
- ) ' 2009 STRUCTURE CO. | 12-2009 (16%)
21-12-2009
LTD.
ZHEJIANG
GS/MAHAN/2
CSSHAKKTO | HANGXIAO MHHX0912
3 :52:85’]932(?]2 83/ ‘:%T)l'i‘A&Y/ 5576516 | 1/02DT.28- | STEEL 204 DT.20- | 4849144 | 727372
R ) el 12-2009 STRUCTURE CO. | 12-2009 (16%)
01-2010
LTD.
20547 DT. | SYLEBRUAK XKOICDT. | ENGINEERING | HPE/M26/S-
4 S ' , 1083927 ‘ OMPANY M/I28 DT. | 774233 | 309694
22:03-2010 | Y/09-10 DT. 15022010 | COMPANY v 19%)
28-02-2010 LIMITED, CHINA °
GS/MAHAN/ HARBIN POWER | oo
5 52037 DT. | 84/FEBRUAR | o000 | XKOIADT. | ENGINEERING MsDT | areg0s | 62534
22:03-2010 | Y/09-10 DT. 15022010 | COMPANY o010 %
28-02-2010 LIMITED, CHINA °
GS/MATIAN2 HARBIN POWER
529544 DT SJS/I¥BRUAR XKOIB DT ENG]NEE&ING HPE/M26/S-
6 : : -BRUZ 5254942 | N : : M/140 DT. | 3753530 | 1501412
22-03-2010 | Y/09-10 DT, 15022010 | COMPANY o1012010 30%)
28-02-2010 LIMITED, CHINA °
GS/MAHAN/2 HARBINPOWER | Lo oo
529543 DT. | 86/FEBRUAR XKOIH DT. | ENGINEERING ¢
37991
712032010 | vioo-1oDT. | P27 15002010 | cOMPANY oot |
28-02-2010 LIMITED, CHINA °
GS/MAHAN/2 HARBIN POWER
529549 DT. | 87/February/09- XKOIG DT. | ENGINEERING HPE/M26/S-
8 : : 310256 : : MI32DT. | 221612 | 88644
22032010 | 10 DT, 28-02- 1502-2010 | COMPANY o010 o
2010 LIMITED, CHINA (40%)
GS/MAHAN/2 HARBIN POWER | Lo o
529532 DT. | 88/FEBRUAR xc | SHKO2CDT. | ENGINEERING M2
535 522353
K 22032010 | Y/09-10 DT. 1828235 1 15022010 | COMPANY ;‘?)/_]042?2%{ . 1305882 ey
2802-2010 LIMITED. CHINA %)
o GS/MAHAN/2 HARBIN POWER | HPE/M26/S-
529533, ! SHKO2A, : R
0 | Sosaanr S%IQEBRUAR ¢s10i2 | Stkoas DT | ENGINEERING M/ql44 & 10004 | 244118
s | Y010 DT, S oaote | COMPANY 145 DT. 20- 1%
28-02-2010 : LIMITED. CHINA | 02-2010
GS/MAHAN/2 IN POWE .
11| 529546 DT, | 90FEBRUAR | om0, | XKOID DT grﬁé&EEpﬁN(l;R w/)gg’%;’/ S- 186275 | 1274509
22:03-2010 | Y/09-10 DT, 1502-2010 | COMPANY NS S
28-02-2010 LIMITED, CHINA el (40%)
GS/MAHAN/2 ARBIN POWE ‘
1y | 529545DT | OIFEBRUAR | oo | XKOIF DT, ;:‘{NgmglilgNéR TIMIOIS | co0s | 2264118
22-03-2010 Y/09-10 DT. 15-02-2010 COMPANY 01 d[ 20[(') ) 41%
28-02-2010 LIMITED. CHINA 0l (1%)
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GSIMAHAN2 HARBINPOWER | oo
529540 DT. | 92/FEBRUAR XKOIEDT. | ENGINEERING 332000
B 122032010 | vo-opr. | 10290 15605010 | compANY MiSa DT | 830000 0%
28-02-2010 LIMITED. CHINA °
GSIMAHAN/3 SHANDONG FHJS-
529548 DT. | 03/MARCH/09 XK03 DT. 15- | 1. ESSAR- 837037
5 : 2391
4 2032010 | -10DT 103 | 3272 | 0222010 EQUIPMENT 2010004 DT. | 29135 | 2o
2010 TECHNOLOGY: 1 03.02-2010
CO. LTD.
ZHEJIANG
GS/MAHAN/2 OE61003TAO | HANGXIAO MHHX1003
15 [ TSSO | oAPRILAO-L | 84924 | 1075 DT. 25 | STEEL 1s-liDr. | 7347 | 1077
DT. [4-04-2010 03-2010 STRUCTURE CO. | 15-03-2010 (15%)
LTD.
ZHEJIANG
GS/MAHAN/S . | HANGX1AO MHHX 003
6| 936936 DT | aiapriL/io-11 | 1988060 | 33210 DT | STEE 22-10DT. | 1729530 | 239430
Rt DT. 28-04-2010 STRUCTURE CO. | 22-032010 (16%)
LTD.
HARBIN POWER
542172 DT, | GSMAHAN/S SHKO4B DT, | ENGINEERING | PE/M29/S- 3000
17 IMAY/10-1T | 23000 g M/198 DT. | 20000
2052010 | IMAXO 28042010 | COMPANY N olo 15%)
SeITr LIMITED, CHINA °
ssgsgo b | GSMAHAN/ OET10061002 | VL o | 91618336 47250
18 | 8IOULY/10-11 | 204750 | DT. 29-06- AANUF/ DT.20-06- | 157500 | (309
17082010 | VLY o G COMPANY o (30%)
ST SDN BHD
SHENYANG oo
. GSIMAHAN.2 OF810071021 | SANYO
;
19 | geaa2 D | 020ULY/I0-11 | 339398 | DT 21:07- | BUILDING O0LAR | 2et07s | 78323
DT. 28-07-2010 2010 MACHINERY cO. | DT (31%)
! 2010
LTD.
GS/MAHAN/2 RN ANG 10-
Nl PR TR VA v PO
e i MACHINERY CO. : (35%)
08-2010 2010
LTD,
GSIMAHAN/2 BQQB09760 | IARBINPOWER 1 pipp 13/, 182249
830039 DT. | 48/AUGUST/I ENGINEERING 2 >
21 , 182250 | DT.27-07- : M/260 DT. | 1 (1822490
08092010 | 0-11 DT. 19- A COMPANY T o 0o
08-2010 LIMITED. CHINA °
GSMAHANZ2 ‘ ‘ )
by | 970257DT. | SUAUGUSTI | oo | BRBBAOEIG | piascopco | PRI | | 124875
2| 06-10-2010 | 0-11 DT. 21- 375 | 735 DT AIRPOWER N.V. | © : (76%)
082010 09-08-2010
08-2010
GS/MAHANZ2 N HARBIN POWER .
567601 DT. | S4/AUGUST/1 .| SHIPI0080I4 | pyGingrRING | HPEM3ZIS- .
23 12285 | 3 DT.22-08- | $261 DT, | 9100 3185
29092010 | 0-11 DT. 24- o COMPANY PR 250,
08-2010 LIMITED, CHINA (35%)
73552 r. | GS/MAHANP AGIsE209101 | 1ORD R FOWER | pipEvsss.
24 391 | 9S/SEPT/10-11 | 406492 | DT. 11-09- ; M/288 DT. | 312686 93806
21-10:2010 1 by 30.09-2010 2010 COMPANY 01-08-2010 31%
' LIMITED, CHINA (31%)
7386 D7 | GS/MAHANS Hkaeeuioo | HPARBINPORER | b s
25 [N [ 2s0cTi0-n | 251638 | 9002 DT 16 | CUES M/292DT. | 193568 | 58070
DT. 11-10-2010 092010 LITeD, CHina | 017082010 (30%)
571383 DT | GSMAHANS HKGCCU100 | (AR FOWER 1 ipe3ss.
26 [ 2008 ST [ 260CT/10-11 | 290351 | 9001 DT 16~ | G ONEEE M/290 DT. | 223347 | 67004
DT. 11-10-2010 092010 e A | 01082010 (30%)
SHENYANG "
GS/MAHAN/3 OE810091022 | SANYO y
27 | IO 330011011 | 339398 | D1.06-10- | BUILDING OIS 261075 | 78323
DT. 13-10-2010 2010 MACHINERY co. | DT 1-10- (31%)
1/ 2010
LTD.
1242767 7. | GSIMAHANS3 61826163185 | HARBINFOWER 1 pesars.
28 50-10_2010 C | 410CT/10-11 158428 DT. 15-10- COMPA‘NY M/318 DT. 119119 39309
DT. 21-10-2010 2010 o A | 01-09-2010 (33%)
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HARBIN POWER

| GS/MAHANA OE710091019 | HARBIN HPE/M34/S-
29 (5);4191' 725]]0 $30CT/10-11 | 172720 | DT. 30-09- Egﬂ;‘:ﬁﬁ'm M/306 DT. | 129865 | 42855
SIS g _00. 0,
DT. 25-10-2010 2010 oD CriNa | 01092010 (33%)
575537 7. | GS/MAHANS3 OE710091018 gﬁgmgﬁ%‘fg*‘ HPE/M34/S-
30 | gI0T oL | SSOCT/I0-1T | 1450493 | DT 30-09- | 09 PR M/302DT. | 1090596 | 359897
DT, 25-10-2010 2010 e iina | 01:00-2010 (34%)
574045 DT, | GS/MAHANS OE710091012 gggﬁ\}r;;;cmg}z HPE/M34/S-
3 oo | ssocTo-t | 7763 DT 28:09- | CNVSy MR98 DT. | 6750 1013
- - i . 0,
DT. 26-10-2010 2010 LIMITED Crina | 0109-2010 (16%)
GS/MAHAN/3 :H\ET%ANG 10-
w e | B |y e | | | g |
: MACHINERY CO. : (34%)
11-2010 , 2010
LTD.
GS/MAHAN/4 BoOBOs9ss | HARBINPOWER | oo
2745279 DT. | 51/DECEMBE . ENGINEERING / ]
33 1928500 | DT. 13-11- : M/3I0DT. | 1450000 | 478500
09-02-2011 | R/0-11 DT, oo COMPANY N 3300
12-12:2010 LIMITED, CHINA o
2520677 b7 | GS/MAHAN/S OETI1011007 mgm&‘g%ﬂ HPE/M38/S-
34 | 38/AN/IO-11 | 700000 | DT.22-01- : M/386 DT. | 500000 | 200000
20220104 b 99.01-2011 2011 COMPANY 10-01-2011 (40%
: LIMITED, CHINA o)
2816500 DT, | GSMAHAN/S OE711011012 Sﬁgﬁi&mﬁ HPE/M38/S-
35 | 39nANMO-11 | 238000 | DT, 22-01- NGINEERING M/392 DT. | 170000 | 68000
21-0222010 1 yp 50 012011 2011 COMPANY 10-01-201 1 40%
: LIMITED, CHINA (40%)
2840646 7. | GYMAHANS OE711011017 ;?ngyE';?ggR HPE/M38/S-
36 © | 68/FEB/I0-11 | 84000 | DT.28-01- NGINE M/394 DT. | 60000 24000
24:02-2011 1 1 32002011 2011 COMPANY 10-01-2011 40%)
- 19 LIMITED, CHINA (40%
2814768 DT, | GSMAHANSS OET1I0M022 | (ARNIREDNER | HpEM3s/s-
37 | 69AEB/O-IT | 28000 | DT. 28-01- : £ M396 DT. | 20000 8000
21-022000 1y (30002011 2011 COMPANY 10-01-2011 (40%)
: LIMITED, CHINA °
2034714 DT, | GSIMAHANS OE811011034 EQE}?\}EEP}SX%R HPE/M38/S-
38 10032011 93/FEB/10-11 140000 DT. 02-02- COMPANY ! M/400 DT. 100000 40000
VI 0. 01 - 0,
DT. 20-02-2011 2011 LIMIED Crina | 10012011 (40%)
2077604 DT, | GS/MAHAN/G OE811011022 mgﬁ\}gﬁmﬁ}‘ HPE/M38/S-
39 “ | 03/FEB/10-11 70000 DT. 16-02- et M/402 DT. 50000 20000
16-03-2011 1 31 55022011 2011 COMPANY 10-01-201 1 (40%)
12802 LIMITED, CHINA
GS/MAHAN/I . HARBIN POWER . .
HA! OE711071011 N POWE HPE/MA41/S-
w | 45oss3 0T | sauGust | | OFT 9T ENGINEERING o | 40000 58000
05-09-2011 | 1-12 DT, 14- ol COMPANY N 35%)
08-2011 LIMITED, CHINA °
1605086 T, | GS/MAHAN2 OF811081023 EQGREEF';%\\%R HPE/M41/S-
A oo | oasEPT/IL2 | 5537 | BDT. 2508 | NUIREES M/448 DT, | 22335 33502
DT. 08-09-2011 2011 D, CHina | 0108201 (150%)
4032581 DT, | GSMAHAN2 419601522 ?ngEFﬁz?gcﬁR HPE/M41/S-
2 9 | 270¢111-12 | 327576 | DT, 30-00- “NGINEE M/4S8 DT. | 29779 | 29780
15-10-2010 1 1 " 0.10-2011 2011 COMPANY 01-10-201 1 11%)
: LIMITED, CHINA (1%
GS/MAHAN/2 HARBIN POWER ,
4962840 DT. | 29/0CTOBER/ ) OETIN091012 | b\ INEERING HPE/MAL/S- \
43 16500 B DT. 29-09- . M/460 DT. 15000 1500
194102011 | 1i-12DT. 11- o COMPANY o0l o
10-2011 LIMITED, CHINA (10%)
Al
~:>%o
o &7
o S T

Page 124 of 247

PRI

SNENUS 13
PP /“/,):y:""




SCN No. DRI/MZU/CI-11/2013-14

280754 DT | GSMAHAN? OE811071047 mgmg;;%’vf*‘ HPE/M41/S-
a4 | 28078 DT yonemia2 | 446694 | DT, 23-10- : T | 46 DT, | 372245 | 74449
24112010 s 10-2011 2011 COMPANY 01-10-2011 20%
e LIMITED. CHINA -10- (20%)

5169286 DT | GSMAHANL 419601584 SQEFIJSE’;%NCER HPE/M41/S-
45 |3 | SUNOV/I-12 | 342465 | DT. 29-10- : b | MA66DT. | 297796 | 44669
H-T1-2001 0 0221122011 2011 COMPANY 01-11-2011 15%
-02-11-2 LIMITED, CHINA - (15%)

The figures shown in Column [I] of the above two Tables 53 & 54 which depict
consignment-wise amount of over-invoicing, reveal that GSF in these cases,
had received the entire amount (inclusive of the over-invoiced portion) solely

through LC mode.

24.3.13 The OEM-HPECL invoices, besides showing the total invoice prices,
also show a break-up of the invoice prices into various heads like ‘advance
payments’; ‘upon arrival of equipments at site’ , ‘upon synchronisation of unit’
etc. with the corresponding amounts indicated thereof are as a percentage of
the total invoice value. It appears that the OEM-HPECL were required to be
paid on the successful accomplishment of certain events at power project site
in India. Scanned images of relevant portion of the two HPECL invoices, one

each in the case of EPGL and EPMPL is reproduced below, for ease of

appreciation :-
Image No. 11

Extract From Invoice: (See full Image no. 5)

upon arrival of equipments at site 4.94%

upon synchronization of unit 2.47%

upon successful completion of reliability run 2.47%
upon successful completion of performance test 2.47%

payment against shipping documents/proof of dispatch 67.54%
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Image No. 12

Extract From Invoice: (See full Image No. 6)

upon arrival of equipments at site 5% L
upon synchronization of unit 2.5%
upon successful completion of reliability run 2 5%

upon successful completion of performance test 2.5%

payment against shipping documents/proof of dispatch 67.16%

The invoices indicated that the concerned importing firms (EPGL/EPMPL) were
required to pay the specified portion of the invoice value on completion of the
events specified under the aforesaid heads. The word fsite’ in ‘Upon arrival of
equipment at site’ appears to denote the power project site at Salaya in Gujarat
being implemented by EPGL and Mahan in Madhya Pradesh being
implemented by EPMPL. It further appears that the other three events viz.
synchronization, reliability run and performance test, indicate successful
installation of imported equipments in the designated unit of the power
projects. Thus, it appears that complete responsibility has been cast on HPECL
not only to design, manufacture & supply the equipment to the power project
site, but also to ensure successful installation of the equipments and their
functioning at optimum levels during test runs (Reliability/Performance Test).
This is also corroborated by certain correspondence between GSF and HPECL.
Scanned images of two such correspondence are reproduced below for ease of

appreciation :-
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Image No. 13

Global Supplies (UAE) FZE .

(FORMED PURSUANT TO SHARJAH EMIRI DECREE
NO. 6 OF 1995 WITH LIMITED LIABILITY) {0 L (V) 43 pua¥h pgas pli i $43 Cransell 33 00 Rabgfne 513)

Global Supplics

Date ; 02.07.2012

Registered Office:

LOB 38, Office No. 38G - 03 & 04
To, / P.O.Box 42169

Hamriyah Free Zons
Harbin Electric International Co., Limited Sharjah, UAE

Phone: +971 B 5261907
No:39 San Da Dongli Road (B) Fax: +871 6 5261908
Xiangfang District
Harbin, China .
Post Code : 150040

Kind Attn: Mr Xu Hongfu

Subject : Conditional Issue of Reliability Certificate of EPGL Salaya Unit #2 .

Contract Ref : Salaya/GS/HPE/001 , for 1200 MW SALAYA THERMAL POWER PROJECT .
Dear Sir,

With reference to subject matter, it may please be noted that our client has synchronized Unit # 2 on
June 12, 2012 and subsequently raised the load to 600 MW on June 13, 2012 .

During the Reliability run of Unit # 2, the following major defects have been observed and which
requires expertise of the Original Equipment Supplier and is required to be attended .

1) Hydrogen leakage from Generator is well above acceptable limit.

2} Replacement of Turbine DCAOP motor by a motor having 1P-54.,

3) Two Seal air fans ( for Coal Mills ) running continuously at full load — no stand by.

4) Discharge pressure of Turbine Main Oil pump is low resulting continuous running of one AOP
{ Auxitiary Ol Pump )

Under above circumstances we are issuing conditional Rellability certificate for Unit# 2.

Ygurs Fait! ful

Subsidiary's Office | Building No. 4 East, A Wing, Office 523 - Dubal Alrpont Free Zone Aulhority, P, O. Box: 371350.0ubal, United Arab Emirates
Tel. No. 4971 4 2302 988, Fax. No, +971 4 250 1746, Emall Address : global.supplies@GSFZE.ae; Regn. No. 1108
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Image No. 14

-, N -
Global Supplies (UAE) FZE
(FORMED PURSUANT TO 8RARJAH EMIRI DECREE
NO. 8 OF 1995 WITH LIMITED LIABILITY} €900 Rl (1) (B f s W g s 33 Chaaeld 515 gud00 R yune SH3)
Global Supples '~ o
Registered Office:
Date : 04.09.2012 LOB 38, Office No. 38G - 03 & 04
PO.Box 42169
Hamitiysh Free Zone
Sharjah, UAE
T Phone: 4871 6 §281807
o, Fax: +971 8 5261808
Harbin Electric Internationai Co,, Limited
No:39 San Da Dongli Road (B)
Xiangfang District
Harbin, China .
Post Code : 150040
N Kind Attn: Mr Xu Hongfu

Subject : Conditional Issue of Reliability Certificate of EPGL Salaya Unit #1,
Contract Ref ; Salaya/GS/HPE/ODL , for 1200 MW SALAYA THERMAL POWER PROJECT .

Dear Sir,

with reference to subject matter, it may please be noted that our client has synchronized Unit # 1 on
Novemnber 24, 2011 and subsequently raised the load to 600 MW on February 22, 2012.

During the Reliability run of Unit # 1, the following major defects have been observed and which
requires expertise of the Original Equipment Supplier and is required to be attended.

1} Frequent leakage in CPU line resulting in forced shutdown,

2) iD Fan VFD card failure , false signals and false tripping .

3) Boiler-both seal air fans running instead of one hence no stand by,
4} DCS controlier repetitive fallure leading to plant tripping .

Under above circumstances we are issuing conditional Reliability certificate for Unit # 1.

/Yéurs ?aithfully
/Fo lobal Supplies (UAE) FZE , ===
j

Subsidiary's Office : Building No. 4 East, A Wing, Ofice 523 - Dubai Aitport Fres Zone Authority, P. O, Box: 324358 Dubal, United Arab Emirates
Tel. No. +8714 2302999, Fax. No. +671 4 250 1748, Email Address : global supplies@GSFZE.as; Regn. No. 1108

24.3.14 From the above, it appears that HEICL (HPECL), the OEM
who had shipped the goods to EPGL/EPMPL, were responsible not merely for
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Seen in the overall context that goods were shipped directly to India and the
OEM had overall responsibility of designing, setting up and commissioning the
plant at site, the extent of value inflation over OEM invoices by GSF (GSF being
an entity created by the Essar Group) appears to be rather untenable and
contrary to commercial prudence. It appears that no prudent importer knowing
who the original supplier is would pay such large amount over and above the
OEM invoice value except by way of deliberate design. Given the relationship of
GSF with the Essar Group, GSF appears to be a mere intermediary invoicing
agent created for the purpose of invoice inflation to siphon of money abroad in

the guise of import remittance.

24.4 SWIFT Messages of overseas Banks relating to Outward
Telegraphic Transfers (OTTs) by GSF to OEMs

24.4.1 As brought out earlier, the various OEMs/Actual Suppliers have
raised invoices on GSF towards shipment of goods to India. In many cases of
shipment of goods by OEMs/Actual Suppliers to India, investigation has
revealed that GSF had remitted the invoice-value of goods shipped to India to
the concerned OEMs/Actual Suppliers through SWIFT network. SWIFT (Society
for Worldwide Interbank Financial Telecommunication) is a network that
enables banks/financial institutions worldwide to send and receive information
about financial transactions in a secure, standardized and reliable environment
as well as for transfer of funds. In short, SWIFT enables instant electronic
transfer of funds globally from one bank account to another. Documents
obtained from various overseas banks through which GSF has negotiated
documents relating to the transaction with various OEMSs, inter-alia, include
copies of SWIFT messages of the concerned overseas banks. The SWIFT
messages revealed that the Bank had made outward remittance to the OEMs/
Actual Suppliers, on a specific written request made to it by GSF. A copy of the
specific request letter, typically a one page letter of GSF, is invariably available
for everyv such SWIFT message generated by the bank. Scrutiny of the GSF’s
request to the Bank indicates, inter-alia, Invoice No. /date and/or
Contract/Purchase Order No./date and/or Bill of lading No. etc. vide which
the consignments appear to have been shipped directly to India by the
concerned OEMs/ Actual Suppliers. Import consignments invoiced by GSF to
the Indian importers on a back-to-back basis have been identified on the basis
of common bills of lading numbers. Such SWIFT messages/GSF’s request

letters could be broadly classified under the following three categories :-
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GSF’s request letters containing details of the shipment i.e. specific
Bill of Lading No. attributable to the outward remittance. These
letters bore reference of a single Bill of Lading Number thereby
denoting that the outward remittance were attributable to
consignment shipped under the said Bill of Lading on the basis of

which the corresponding import consignment could be identified.

GSF’s request letters containing details of the shipment i.e. several
Bills of Lading attributable to one aggregate outward remittance.
These letters bore reference of more than one Bill of Lading
Number thereby denoting that the outward remittances were
attributable to more than one consignment shipped under several
bills of Lading. In such cases, the consignment-wise OEM invoice
value has been arrived at by apportioning the amount of outward
remittance in the ratio of GSF invoice value i.e. the ratio of
individual invoice values of GSF invoices to the aggregate value of

ail such GSF invoices.

iii)) GSF’s request letters containing details of the Contract/Purchase

Order No. attributable to the outward remittance. The
Contract/Purchase Order referred to in GSF’s request letter is for
the transaction between GSF and the concerned OEMs/ Actual
Suppliers. The same Contract/Purchase order was also found to be
appearing in the documents filed alongwith BEs for back-to-back
transaction between GSF and the Essar Group entities, thereby
leading to identification of the import consignment on the basis of

request letter.

OTHER DOCUMENTARY EVIDENCES

Investigation has revealed that in the case of imports by EPGL and EPMPL,

documentary evidence in the form of one or more the aforesaid three category

of documents is available for about 98% of the aggregate invoice value of goods

invoiced by GSF to EPGL and EPMPL respectively. In the case of EOL and EPIL,

these evidences are available for about 96% of the aggregate invoice value of

goods invoiced by GSF to EOL and EPIL. Other documentary evidences based

on which the OEM value of the goods has been arrived at have been discussed

in detail in Column F of Annexures Bl to B4 to this Show Cause Notice.
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25.0 Relationship between various Essar Group Companies and M/s
Global Supplies (UAE) FZE [for short-GSF] - the Intermediary
Invoicing Agent in the UAE

As mentioned elsewhere in the Notice, during investigation,
correspondence was initiated with various overseas banks where GSF held
bank accounts. Details of the correspondence made with the banks alongwith
analysis of the documents received from them are described in detail in
Annexure A to this Show Cause Notice. The observations/inferences discussed
in the following paragraphs are based on the documents described in

Annexure A.

25.1 Formation of M/s Essar Glcbal Limited (for short-*EGL’)

25.1.1 Scrutiny of documents, obtained from various overseas branches
of banks where GSF held bank accounts, reveals that a company namely M/s
Essar Global Limited was incorporated in Cayman Islands on 20-09-2005. As
per Certificate of Incorporation No. HL-154766 issued by Assistant Registrar of
Companies, Cayman Islands, B.W.I, the company EGL was certified to be an

exempted company with limited liability.

25.1.2 Authorised Share capital of the company was USD three billion
consisting of three billion shares of USD one each. M/s Reid Services Limited,
based in Cayman Islands, were the initial subscriber to the Memorandum of
Associaticn of EGL and took one ordinary share with par value of USD one. As
per the ‘Register of Members’ of EGL, as on 10-02-2009, M/s Reid Services
Limited were allotted one more share of USD one on 20-09-2005 itself. They
continued to be the sole share-holder in EGL upto 02-12-2005..

25.1.3 The Register of Members further reveals that on 03-12-2005, the
two shares held by the promoter shareholder M/s Reid Services Limited were
transferred i.e. one each to M/s Copper Canyon Holdings Limited (for short -
CCHL) and M/s Kettle River Holdings Limited (for short — KRHL) - (as per
Register of Members of both these companies, these were themselves formed in
Cayman Islands only on 25-10-2005)- thereby both the transferee companies
becoming 50% stake holders each in EGL as on 03-12-2005. The issued and
paid-up share capital ¢f EGL was increased 18 times from 27-06-2006 to 01-
02-2008, as brought out at para 5.4 of Annexure A by way of fresh allotment

of shares of one dollar each, which were fully subscribed to by the two existi
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shareholders i.e CCHL and KRHL equally each time. Therefore, at any given
point of time, they held an equal stake in EGL.

25.1.4 As per Register of Directors and Officers of EGL as on 21-08-2013,

Shri Shashikant Ruia was a Director of EGL from 20-09-2005 to 03-07-2009
and Shri Ravikant Ruia was also a Director of EGL from 20-09-2005 to 03-07-

2009 and again from 05-04-2010 to 26-03-2012.

25.1.5 Scanned copy of the document displaying holding structure

of EGL, as submitted by it to AXIS Bank, DIFC Branch, Dubai, is reproduced

below :-

Image No. 15

Essar Global Limited

Holding Structure

-Copper Cényon Holdings Kettle River Holdings
Limited, Cayman Islands Limited, Cayman Islands

E!r/e/é
M 24 ~

NVIMIHD HdISOr Mg
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25.1.6 As per Certificate of Incorporation on Change of Name issued

by the Registrar of Companies, Cayman Islands, on 25-03-2013, the name of
M/s Essar Global Limited was changed by Special Resolution dated 22-03-
2013 to Essar Global Fund Limited (for short-EGFL). Here-in-after, the entity is
referred to as EGL/EGFL.

25.1.7 Available on record, amongst the documents received from
AXIS Bank, DIFC Branch, Dubai, are eight certificates i.e. four each issued by
the respective Trustees of The Triten Trust’ and ‘The Virgo Trust’, on various
dates, to various financial institutions certifying, inter-alia, their stake in
EGL/EGFL held through CCHL and KRHL, as mentioned above, and the nature

of the Trusts & their beneficiaries. The information forthcoming in the

certificates, as considered relevant, is extracted and tabulated below:-

Table-55

Details of stake of ‘The Triton Trust’ in EGL/EGFL held through M/s
Copper Canyon Holdings Limited:

Particulars of
the
beneficiaries
of The Triton
Trust

As per Certificate
dated 16-1C-2008
given by Standard

Chartered
Chartered Trust
(Cayman) Limited

as Trustee of The
Triton Trust

As per Certificate
dated 01-07-2011
given by Standard
Chartered Trust
(Cayinan) as Trustee
of The Triton Trust

As per Certificate dated
31-10-2013 given by
Appleby Trust (Cayman )
Ltd. as the Trustee of The
Triton Trust

As per Certificate dated
26-03-2014 given by
Appleby Trust (Cayman )
Ltd. as the Trustee of The
Triton Trust

It is confirmed in
the Certificate that
all shares of
Copper Canyon
Holdings Limited
are beneficially
owned by the
Trustee of the
Triton Trust and
that the
beneficiaries of the
trust are :-

It is confirmed that
all the issued shares
of Copper Canyon
Holdings Limited, a
company registered
under the laws of
Cayman Islands and
having its registered
office at 24, Howard
Street, P.O.Box 674,
Grand Cayman KY1-
1107, Cayman
Islands are owned by
Standard Chartered
Trust (Cayman)
Limited as the
Trustee of The Triton
Trust (“Trust”). It is
also confirmed that

the trust is
irrevocable and
discretionary and
that the

beneficiaries of the
Trust are :-

It is confirmed that 50%
of the issued share
capital of Essar Global
Fund Limited, a company
registered under the laws
of Cayman Islands and
having its registered
office at Clifton House, 75
Fort Street, George Town,
Grand Cayman, Cayman
Islands, is owned by
Copper Canyon Holdings
Limited, Clifton House,
75 Forts Street, Geroge
Gown, Grand Cayman,
Cayman Islands, a
company 100% of whose
ordinary share capital is
owned by Appleby Trust
(Cayman) Limited as the

Trustee of The Triton
Trust (‘Trust’). It is
further confirmed that
the Trust is an
irrevocable and
discretionary trust. The

beneficiaries of the trust
are :-

It is confirmed that 50%
of the issued share
capital of Essar Global
Fund Limited, a company
registered under the laws
of Cayman Islands and
having its registered
office at Clifton House, 75
Fort Street, George Town,
Grand Cayman, Cayman
Islands, is owned by
Copper Canyon Holdings
Limited, Clifton House,
75 Forts Street, Geroge
Gown, Grand Cayman,
Cayman Islands a
company 100% of whose
ordinary share capital is
owned by Appleby Trust
(Cayman) Limited as the
Trustee of the Triton
Trust (‘Trust). It is
further confirmed that
the Trust is an
irrevocable and
discretionary trust. The
beneficiaries of the trust
are :-

Beneficiary Remarks Remarks Remarks
Paprika 100% equity | 100%  of issued | 100% of issued shares | 100% of issued shares
Global shares  of the | shares owned by Ms. | owned by Ms. Smiti | owned by Ms. Smiti
Limited, conmipany  owned | Smiti Kanodia, | Kanodia, daughter of Mr. | Kanodia, daughter of Mr.
British Virgin | by Ms.Smiti | daughter of Mr. | Ravikant Ruia Ravikant Ruia
Islands Kanodia nee Ruia, | Ravikant Ruia

daughter of Mr.

Ravikant Ruia
Nelson Grove | 100% equity | 100%  of issued | 100% of issued shares [ 100% of issued shares
Limited, shares  of the | shares owned b owned by Mrs. Madhu | owned by Mrs. Madh
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British Virgin
Islands

company  owned
by Mrs. Madhu
Ruia, wife of Mr.
Ravikant Ruia.

Mrs. Madhu Ruia,
wife of Mr. Ravikant
Ruia.

Ruia, wife of Mr.

Ravikant Ruia.

Ruia, wife of Mr.

Ravikant Ruia.

Snow Hill | 100% equity | 100% of issued | 100% of issued shares | 100% of issued shares
Heights shares of the | shares owned by Mr. | owned by Mr. Rewant | owned by Mr. Rewant
Limited, , | company owned | Rewant Ruia, son of | Ruia, son of Mr. Ravikant | Ruia, son of Mr. Ravikant
British Virgin | by Mr. Rewant | Mr. Ravikant Ruia. Ruia. Ruia.
Islands Ruia, son of Mr.
Ravikant Ruia.
Horseshoe 100% equity | 100% of issued | Not figuring in the | Not figuring in the
ridge Limited, | shares of the | shares owned by Mr. | certificate certificate
British Virgin | company owned | Ravikant Ruia,
Islands by Mr. Ravikant, | younger brother of
younger brother of | Mr. Shashikant Ruia
Mr. Shashikant
Ruia
Briar Gardens | 100% equity | 100% of issued | 100% of issued shares | 100% of issued shares
Limited, shares of the | shares owned by Mr. | owned by Mr.Ravikant | owned by Mr. Ravikant
British Virgin | company owned | Ravikant Ruia, | Ruia, younger brother of | Ruia, younger brother of
Islands by Mr. Ravikant, | younger brother of | Mr. Shashikant Ruia Mr. Shashikant Ruia
younger brother of | Mr. Shashikant Ruia
Mr. Shashikant
Ruia
Greenpeace - OtthoHeldringstraat Not figuring in the | Not figuring in the
International 5, 1066 Az | certificate certificate
Amsterdam, The
Netherlands
Cypresses Not figuring as on | The Cypresses | The Cypresses
Foundation 01-07-2011 Foundation Limited | Foundation Limited
Limited, (established to undertake | (established to undertake
Cayman charitable, philanthropic | charitable, philanthropic
Islands and corporate  social | and corporate  social
responsibility activities) is | responsibility activities) is
managed by Appleby | managed by Appleby
Trust (Cayman) Limited Trust (Cayman) Limited
Table-56

Details of stake of ‘The Virgo Trust’ in EGL/EGFL held through M/s Kettle
River Holdings Limited:

Particulars of
the
beneficiaries
of The Virgo
Trust

As per Certificate
dated 16-10-2008
given by Standard
Chartered Chartered
Trust (Cayman)
Limited as Trustee of
The Virgo Trust

As per Certificate
dated 01-07-2011
given by Standard
Chartered Trust

(Cayman) as Trustee of
The Virgo Trust

As per Certificate dated 31-
10-2013 given by The R&H
Trust Co. Ltd. as the
Trustee of The Virgo Trust

As per Certificate
dated 26-03-2014
given by The R & H
Trust Co. Ltd. as
the Trustee of The
Virgo Trust

It is confirmed in the
Certificate that all
shares of Kettle
River Holdings
Limited are
beneficially owned by
the Trustee of the
Virgo Trust and that
the beneficiaries of
the trust are :-

It is confirmed that all
the issued shares of
Kettle River Holdings
Limited, a company
registered under the
laws of Cayman
Islands and having its
registered office at 24,

Howard Street,
P.O.Box 674, Grand
Cayman KY1-1107,
Cayman Islands are

owned by Standard
Chartered Trust
(Cayman) Limited as
the Trustee of The
Virgo Trust (‘Trust). It
is also confirmed that
the trust is irrevocable
and discretionary and
that the beneficiaries
of the Trust are :-

It is confirmed that 50% of
the issued share capital of
Essar Global Fund Limited,
a company registered under
the laws of Cayman Islands
and having its registered
office at Clifton House, 75
Fort Street, George Town,
Grand Cayman, Cayman
Islands, is owned by Kettle
River Holdings Limited of
Windward 1, Regatta Office
Park, Grand Cayman KY1-
1103, Cayman Islands, a
company 100% of whose
ordinary share capital is
owned by The R&H Trust
Co. Ltd. as the Trustee of
The Virgo Trust (‘Trust’). It
is further confirmed that the
Trust is an irrevocable and
discretionary  trust. The
beneficiaries of the trust are

It is confirmed that
50% of the issued
share capital of
Essar Global Fund
Limited, a company
registered under
the laws of Cayman
Islands and having
its registered office

at Clifton House,
75 Fort  Street,
George Town,
Grand Cayman,

Cayman Islands, is
owned by Kettle
River Holdings
Limited of
Windward 1,
Regatta Office Park,
Grand Cayman
KY1-1103, Cayman
Islands, a company
100% of whose
ordinary share
capital is owned by
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The R&H Trust Co.
Ltd. as the Trustee
of The Virgo Trust
(‘Trust)). It 1s
further confirmed
that the Trust is an
irrevocable and
discretionary trust.
The beneficiaries of
the trust are :-

Beneficiary | Remarks Remarks Remarks Remarks
Alpine Swift | 100% of issued | 100% of issued shares | 100% of issued shares | 100% of issued
Limited shares owned by | owned by Mr. | owned by Mr. Anshuman | shares owned by
British Mr. Anshuman | Anshuman Ruia, son | Ruia, son of Mr. Shashikant | Mr.AnshumanRuia,
Virgin Ruia, son of Mr. | of Mr. Shashikant | Ruia son of Mr.
Islands Shashikant Ruia Ruia Shashikant Ruia
Bamboo 100% of issued | 100% of issued shares | 100% of issued shares | 100% of issued
Internationa | shares owned by | owned by Mr. | owned by Mr. Prashant | shares owned by
1 Limited, | Mr. Prashant | Prashant Ruia, son of | Ruia, son of Mr. Shashikant | Mr.PrashantRuia,
British Ruia, son of Mr. | Mr. Shashikant Ruia Ruia son of Mr.
Virgin Shashikant Ruia Shashikant Ruia
Islands
Westbourne 100% of issued | 100% of issued shares | 100% of issued shares | 100% of issued
Group shares owned by | owned by Mrs. Manju | owned by Mrs. Manju Ruia, | shares owned by
Holdings Mrs. Manju Ruia, | Ruia, wife of Mr. | wife of Mr. Shashikant Ruia | Mrs.ManjuRuia,
Limited, | wife of Mr. | Shashikant Ruia wife of Mr.
British Shashikant Ruia Shashikant Ruia
Virgin
Islands
Wilderness 100% of issued | 100% of issued shares | Not figuring in the | Not figuring in the
Lodge shares owned by | owned by Mr. | certification certification
Limited, Mr. Shashikant | Shashikant Ruia, elder
British Ruia, elder brother | brother of Mr.
Virgin of Mr. Ravikant | Ravikant Ruia
Islands Ruia
Acorn Group | 100% of issued | 100% of issued shares | 100% of issued shares | 100% of issued
Holdings shares owned by | owned by Mr. | owned by Mr. Shashikant | shares owned by
Limited, Mr. Shashikant | Shashikant Ruia, elder | Ruia, elder brother of Mr. | Mr. Shashikant
British Ruia, elder brother | brother of Mr. | Ravikant Ruia Ruia, elder brother
Virgin of Mr. Ravikant | Ravikant Ruia of Mr. Ravikant
Islands Ruia Ruia
UNICEF UNICEF House, 3 | UNICEF House, 3 | Not figuring in the certificate | Not figuring in the
United Nations | United Nations Plaza, certificate
Plaza, New York 1- | New York 1-17, United
17, United States | States of America
of America
Cypresses Not applicable as | Not applicable as on | The Cypresses Foundation | The Cypresses
Foundation on 16-10-2008 01-07-2011 Limited (established to | Foundation Limited
Limited, undertake charitable, | (established to
Cayman philanthropic and corporate | undertake
Islands social responsibility | charitable,
activities) is managed by | philanthropic and
Appleby Trust (Cayman) | corporate social
Limited responsibility
activities) is
managed by
Appleby Trust
(Cayman) Limited
25.1.8 It appears from the paras above that :-
25.1.8.1 CCHL (Table-55 above) owned 50% of the issued and paid-up

share capital of EGL/EGFL and it was in turn wholly owned by Standard

Chartered Trust (Cayman) Limited and later by the Appleby Trust (Cayman)

Limited as Trustees of ‘The Triton Trust’, whose beneficiaries were certain

companies, five (later four) of which were fully owned by Mr. Ravikant Ruia, his

wife, son & daughter. All the beneficiary companies were shown having their
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offices at one common address i.e. Trident Chambers, P.O.Box 146, Road

Town, Tortolla, British Virgin Islands.

25.1.8.2 KRHL (Table-56 above) owned 50% of the issued and paid-up
share capital of EGL/EGFL and it was in turn wholly owned by Standard
Chartered Trust (Cayman) Limited and later by The R & H Trust Co Limited as
Trustees of ‘The Virgo Trust’, whose beneficiaries were certain companies, five
(later four) of which were fully owned by Mr. Shashikant Ruia, his wife & two
sons. All the beneficiary companies were shown having their offices at one
common address i.e. Woodbourne Hall, P.O.Box 3162, Road Town, Tortolla,

British Virgin Islands (BVI).

25.1.9 Further, as per copy of Register of Directors, as attached to
the amended and restated Memorandum & Articles of Association of CCHL and
KRHL, both holding shares in EGL/EGFL, Shri Ravikant Ruia and Shri
Shashikant Ruia were elected as Directors in CCHL and KRHL, respectively, on
11-08-2006 when both these companies were holding 50% stake each in
EGL/EGFL and when both the brothers were also Directors in EGL/EGFL.

25.1.10 From the above, it appears that:-

i.  Entire paid-up capital of EGL/EGFL was held 50% each by KRHL
and CCHL with effect from 03-12-2005 till at least 26-03-2014

(para 25.1.7 above refers).

iil. ‘The Virgo Trust’ and ‘The Triton Trust’, through their respective
Trustees, held 100% of the share capital of KRHL and CCHL
respectively, from the date of formation of these companies i.e.
from 25-10-2005 and the holding continued till at least 26-03-
2014 as indicated in the certificates issued by their respective

Trustees (para 25.1.7 above refers).

ii. Beneficiaries of ‘The Virgo Trust’ and ‘The Triton Trust’ include
predominantly companies owned entirely by the two brothers i.e.
Shri Shashikant Ruia & Shri Ravikant Ruia and their immediate
family members.

iv.  Therefore, the ultimate share-holders of EGL/EGFL were ‘The
Virgo Trust’ and ‘The Triton Trust’, whose beneficiaries include,
among others, companies entirely owned by Shri Shashikant Ruia

& Shri Ravikant Ruia and their immediate family member
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v. Apart from the above, Shri Shashikant Ruia and Shri Ravikant
Ruia were also Directors in KRHL & CCHL, respectively, as well as

in EGL/EGFL.

25.2 Formation of Essar Projects Limited (for short-‘EPL’)

25.2.1 Another company namely M/s Essar Projects Limited was
incorporated on 04-04-2006, at Jebal Ali Free Zone, UAE, as an offshore
company, with limited liability, under Registration No. ‘OF2038’. As per the
Memorandum & Articles of Association of EPL, its entire initial share capital of
AED 10000 divided into 1000 shares of AED 10 each was subscribed to by
EGL/EGFL. Therefore, EGL/EGFL, as incorporator/promoter share-holder of
EPL, became its parent company and EPL consequently became a wholly

owned subsidiary of EGL/EGFL.
25.2.2 The share capital of EPL was increased twice.

25.2.2.1 The first increase was made on 20-03-2007, when it was resolved
to increase the share capital from USD 2722 (AED 10000) to USD 67,966,000
by way of further allotment of 67,963,278 shares cof USD one each, which was
wholly subscribed to by EGL/EGFL. Addendum No. 1 dated 20-03-2007 to the
Memorandum & Articles of Association of EPL, as brought out in paragraphs

4.4 of Annexure A.

25.2.2.2 The second increase was made on 05-02-2008 when it was
resolved to increase the share capital from USD 67,966,000 to USD
179,533,285 by way of further allotment of 111,567,285 shares of USD one
each, which was also wholly subscribed to by EGL/EGFL. Addendum No. 2
dated 05-02-2008 to the Memorandum & Articles of Association of EPL, as

discussed in paragraphs 4.5 of Annexure A.

25.2.3 Therefore, after the above changes, the authorised and the
paid-up share capital of EPL stood at USD 179,533,285 divided into
179,533,285 shares of USD one each, which remained unchanged upto 31-03-
2013 and the parent company of EPL continued to be EGL/EGFL with M/s
Kettle River Holdings Limited and M/s Copper Canyon Holdings Limited, being
the entities having ultimate joint control over EPL, as is evident from the

Financial Statements of EPL as on 31-03-2013 for the financial year 2012-13.
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25.3 Formation of Global Supplies (UAE) FZE [for short-‘GSF’]

25.3.1 A company namely M/s Global Supplies (UAE) FZE was
incorporated on 03-06-2006 and registered as a Free Zone Establishment at
Hamriyah Free Zone in Sharjah, UAE with limited liability. The Company
Register maintained by HFZA for GSF, in its first financial year of
commencement, records the name of Mr. Mohanan Aniyath as a Director and
Administrator & Secretary in GSF with effect from 03-06-2006 i.e. the date of
incorporation of GSF. As per the Register of Directors and Officers of
EGL/EGFL, Mr. Mohanan Aniyath connected with EGL/EGFL (which acquired
GSF on 10-12-2006 through its subsidiary EPL) was its Secretary since its
incorporation i.e. with effect from 20-09-2005.

25.3.2 EPL became the sole share-holder of GSF on 10-12-2006, by
virtue of one share with face value of AED 150,000 being transferred in its
name by the earlier holder M/s Global Supplies Limited and consequently, GSF
became a wholly owned subsidiary of EPL. Share Capital of GSF was increased
on 27-03-2007 from AED 150,000 to AED 70,950,000 by issue of 472
additional shares of AED 150,000 each (472 x AED 150,000 = AED
70,800,000). The Company Register of HFZA for GSF reveals that this increase
in share capital was entirely subscribed by EPL. The share capital of USD
19,342,651 (AED 70,950,000 i.e. 473 shares of AED 150,000 each) is reflected
as equity in the Financial Statements of GSF for the year ended 31-03-2007
read with Note 6 thereto. EPL’s ownership of the entire paid-up share capital
of GSF as on 31-03-2007 is also corroborated in the Financial Statements of
EPL for the year ending 31-03-2007 and Note 3 thereto relating to Investment
in Subsidiaries’ which mention an investment of USD 19,342,651 in GSF and
also indicate 100% beneficial ownership interest of EPL in GSF. It is, therefore,
clear that GSF continued to be a wholly owned subsidiary of EPL through to
31-03-2007.

25.3.3 In ‘History of Change’ forming part of the Company Register
of GSF, it is recorded that on 16-03-2008, the share capital of GSF was further
increased from AED 70,950,000 to AED 320,250,000. The increase in share
capital is corroborated by Statement of Changes in Shareholders’ Equity for the
year ended March 31, 2008 which reveals issuance of share capital to, the tune
of 1662 shares of par value USD 67,929,155. Note 12 to the Financial
Statements of GSF for the year ended 31-03-2008, which provides details
regarding ‘Share Capital’, mentions the issue of 1662 shares with par value of

AED 150,000 each, as a result of which the share capital was in}I%eQ by
BEESNN
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USD 67,929,155. The total share-capital of GSF as on 31-03-2008, therefore,
was 2135 shares with par value of USD 87,271,806 (USD 19,342,651 + USD
67,929,155). The entire paid-up share capital of USD 87,271,806 was shown to
be wholly held by EPL. Note 8 to the Financial Statements of EPL for the year
ending 31-03-2008 regarding ‘Iavestment in Subsidiaries’ corroborates its
investment of USD 87,271,806 in GSF, its wholly owned subsidiary. The
Financial Statements of EPL for the year ended 31-03-2008 record names of
the following entities, alongwith the extent of corresponding beneficial

ownership interest held by it, as on 31-03-2008 :-
Table-57
Subsidiaries of EPL as on 31-03-2008

(As per Financial Statements of EPL)

S.No. Name of the Subsidiary (M/s) Percentage
1. Global Supplies (UAE) FZE (GSF) 100%
2. Essar Construction (India) Ltd., India (ECIL) 100%
3. Essar Construction Limited, UAE (ECL) 100%
4. Global Supplies Ltd., UAE 100%
5. Essar Subsea Limited (ESSL) 100%

Note :-EPL itself continued to be a wholly owned subsidiary of EGL/EGFL as of 31-03-2008.

25.3.4 There was no increase in the share capital of GSF during the
financial year 2008-09 i.e. year ending 31-03-2009. The issued and the paid-
up share capital of GSF (which was wholly subscribed to by EPL) continued to
be 2135 shares of par value of USD 87,271,806 as on 31-03-2009 as is evident
from Note 10 to the Financial Statements of GSF for the year ending 31-03-
2009.

25.3.5 Vide Share Purchase Agreement dated 15-01-2009, the
entire share capital of GSF held by EPL was agreed to be sold and transferred
to M/s Essar Subsea Limited (later known as M/s Professional Equipment
Suppliers Limited) ~ (for short - ESSL/PESL) - [para 25.4 below refers|. In
terms of the Agreement, the transfer was shown as executed on paper on 23-
03-2009 and in consideration of this transfer, ESSL/PESL allotted 32,296,000
shares with par value USD 88,000,000 to EPL on the same date.

25.3.6 However, the entire share capital of GSF held by EPL was
pledged by EPL with Standard Chartered Bank, London as per the following

763" CEVENUE L (o
S
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remark at the end of Note 10 to the Financial Statements of GSF for the year
ending 31-03-2009 : -

‘The share capital of the Establishment is pledged with
Standard Chartered Bank, London against facilities
granted by the Bank to the related companies.

The above remark implies that such pledged shares in the ordinary
course of business could not be freely traded & transferred, until the pledge

was removed by the financial institution.

25.3.7 Another Investment Agreement was entered into between
ESSL/PESL, EPL and M/s Seppest Holdings Limited (for short — SHL) on 19-
02-2009 (para 25.6.2 below refers) which states, inter-alia, that ownership of
GSF was transferred by EPL to ESSL/PESL by a Share Purchase Agreement
dated 15-01-2009 [para 25.3.5 above refers]; that registration formalities of
the transfer were to be completed on receipt of necessary Lenders’ Consent
since the shares were pledged with Standard Chartered Bank, London and that
EPL had agreed to obtain necessary approvals from the Lenders for release of
GSF shares and release all charges, encumbrances & lien on these shares
within 180 days from the date of this Investment Agreement i.e. 180 days from
19-02-2009. However, it appears that EPL was not able to obtain the Lenders’
Consent within the stipulated time. Therefore, a Supplemental Agreement
dated 15-12-2009 to the Investment Agreement dated 19-02-2009 (para
25.6.11 below refers), between the parties provided that to effect legal
ownership of shares of GSF in favour of ESSL/PESL, EPL shall obtain Lenders’
Consent on or before 31-03-2010.

25.3.8 The above pledge was released by Standard Chartered Bank on or
about 26-01-2010 as mentioned in Clause I of yet another Share Purchase
Agreement dated 17-05-2010 between EPL, SHL and ESSL/PESL [Para 25.6.12

below refers]

25.3.9 In History of Change forming part of the Company Register of
GSF, it is further recorded, inter-alia, that on 26-01-2010, EPL had transferred
their entire holding i.e. 2135 shares held in GSF to ESSL/PESL appointed as
new shareholder with effect from 26-01-2010 and that the Share Certificate
was issued in lieu of the previous Share Certificates 01, 02 and 03 upon

transfer of the entire share capital of GSF by EPL to ESSL/PESL.
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25.3.10 In view of the above, it appears that, legally, GSF continued to be
wholly owned subsidiary of EPL till 25-01-2010 and on 26-01-2010, it became
wholly owned subsidiary ESSL/PESL though by way of artificial transaction,
EPL had shown that share capital of GSF and hence its ownership was

transferred to ESSL/PESL on 23-03-2009.
25.4 Formation of Essar Subsea Limited (for short-‘ESSL’)

25.4.1 Another company namely M/s Essar Subsea Limited was
incorporated on 06-03-2008 by Essar Group, at Jebal Ali Free Zone, UAE, as
an offshore company, with limited liability under Registration No. 106043. As
per the Memorandum & Articles of Association of ESSL dated 04-02-2008, EPL
had subscribed to the whole of its initial share capital of AED 10000 divided
into 1000 shares of AED 10 each. Therefore, EPL, as incorporator/promoter
share-holder of the ESSL, became its parent company and ESSL consequently
became another (alongwith GSF) wholly owned subsidiary of EPL. The ultimate
parent company of GSF and ESSL as well as EPL continued to be EGL/EGFL.

25.4.2 ESSL/PESL, EPL and SHL entered into an Investment
Agreement dated 19-02-2009 [para 25.6.2 below refers] pursuant to which
SHL had agreed to infuse USD 360 Million to acquire 75% stake in ESSL.

25.4.3 As per Addendum No. 1 dated 23-03-2009 to the
Memorandum and Articles of Association of ESSL, share capital of the
company was increased from AED 10,000 divided into 1000 shares with par
value of AED 10 each to AED 1,291,88C,000 divided into 129,188,000 shares
with par value of AED 10 each. After the increase in Share Capital, 32,296,000
shares of par value of AED 10 each valuing AED 322,960,000 were allotted to
EPL, the existing share-holder on 23-03-2009 in consideration of 2135 shares
of face value of AED 150000 each of GSF allegedly received by it from EPL(the
shares were legally transferred only on 26-01-2010) & 96,891,000 shares of
par value of AED 10 each valuing to AED 968,910,000 were allotted to SHL,
also on 23-03-2009.

25.4.4 It is noteworthy that 32,296,000 shares were allotted by
ESSL/PESL on 23-03-2009 to EPL at face value of USD 88 Million without any
premium. However, on the same date, 96,891,000 shares of ESSL of face value
USD 264,008,174 were allotted by ESSL in preferential allotment to SHL at a
total premium of USD 95,991,826, total consideration being USD 360 Million.
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25.4.5 As per Note 9 to the Financial Statements of ESSL for the
period from 06-03-2008 to 31-03-2009, details of its share capital are given as

under :-

Issued Capital

As of March 31, 2009 2009
Number USD
Authorised Share capital 129,188,000 352,010,899

Ordinary shares of USD 2.72 (approximately) each
Paid-up share capital 129,188,000 352,010,899
Ordinary shares of USD 2.72 (approximately) each

Shareholder’s contribution

Essar Projects Limited, UAE 32,297,000 88,002,725
Seppest Holdings Limited 96,891,000 264,008,174
129,188,000 352,010,899

The Company has one class of ordinary shares viz. equity shares which carry a right to vote but no right to fixed

income by way of dividend and are repayable only on winding up of the company.
The company has issued shares of USD 352,010,899 during the year at a premium of USD 95,991,826.

Equity shares of USD 264,008,174 issued to Seppest Holdings Limited are partly paid-up

Note : However as per Clause D of the Share Purchase Agreement dated 17-05-
2010 [Para 25.6.12.2 (ii) below], the Shares allotted by ESSL/PESL were fully
paid-up.

25.4.6 Name of M/s Essar Subsea Limited was changed on 29-09-
2009 to M/s Professional Equipment Suppliers Limited (for short-PESL) as is
evident from Copy of the Certificate of Changing Name issued by the JAFZA,
Government of Dubai to the said effect and as per Addendum No. 2 dated 16-
08-2009 to the Memorandum and Articles of Association of ESSL. Here-in-
after, the entity is referred to as ESSL/PESL.

25.5 Exchange of EPL’s share-holding in GSF with newly issued
shares of ESSL/PESL

25.5.1 In the Cash Flow Statement forming part of Financial
Statements of EPL for the year ending 31-03-2009, Note 1 under the heading

Non-cash transactions is reproduced below :-

‘Non Cash transactions :
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1. During the year 2008-09, the Company has sold shares of
Global Supplies (UAE) FZE (no. of shares 2135 (@ AED 150000
each amounting to USD 88,000,000 to Essar Subsea Ltd,
Dubai. In consideration of above sale, the company has

received allotment of shares in Essar Subsea Limited’

25.5.2 The share capital of GSF i.e. 2135 shares of AED 150000
each, with total book value USD 87,271,806, held entirely by EPL, was pledged
with Standard Chartered Bank, London against facilities granted by the Bank
to related companies of EPL as mentioned in Note 10 of the Financial
Statements of GSF for the year ending 31-03-2009 [para 25.3.6 above refers].
Therefore, it appears that the sale of these shares in GSF by EPL to
ESSL/PESL - its wholly owned subsidiary - which took place on 23-03-2009,
for a consideration of USD 88 Million, was merely a book entry and book
transaction in the books of both EPL and ESSL/PESL inasmuch as on this
date, the shares were physically in custody of the lender having been pledged
by EPL against financial facilities received by its related companies. By virtue
of this book transaction, GSF was sought to be converted, for the sake of

record, into a subsidiary of ESSL/PESL, instead of of EPL earlier.

25.5.3 The pledge on the share capital of GSF was removed and the
shares were released only on or about 26-01-2010 by Standard Chartered
Bank, London as mentioned in Clause I of the Share Purchase Agreement
dated 17-05-2010 between EPL, SHL and ESSL/PESL - [Para 25.6.12.2 (vii)

below refers]

25.5.4 Therefore, in History of Change forming part of the Company
Register of GSF , it is recorded that EPL had transferred their 2135 shares in
GSF i.e. their entire stake to ESSL/PESL with effect from 26-01-2010. This
further corroborates that the transactions that took place on 23-03-2009
showing exchange of shares of GSF held by EPL with the newly issued shares
of ESSL/PESL were merely book transactions. It means that despite the book
transactions, legally, GSF continued to be wholly owned subsidiary of EPL till
25-01-2010.

25.5.5 In consideration of the above so called sale of shares of GSF
on 23-03-2009 by EPL to ESSL/PESL, EPL have shown in their financial
records that 32,296,000 shares of ESSL/PESL, with par value of USD 88
Million, were received by them on 23-03-2009 from ESSL/PESL. Prior to this
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valued at AED 10000 (USD 2725), in ESSL/PESL since incorporation of the
company on 06-03-2008 [para 25.4.1 above refers]. Therefore, after the book
transaction of exchange of shares of GSF with those of ESSL/PESL, EPL were
holding 32,297,000 shares of ESSL/PESL with book value of USD 88,002,725.

25.5.6 In Note 10(B) to the Financial Statements of EPL for the year
ending March 31, 2009, regarding ‘Investment in an associate —unquoted’ , it
is declared that EPL had an ownership interest of 25% in ESSL/PESL with the
investment cost being USD 88,002,725. The Note further records that on
March 23,2009, ESSL/PESL made a preferential allotment of shares to a
company named SHL (said to be outside the group), by virtue of which the
group’s share i.e. EPL’s holding in ESSL/PESL was supposedly reduced to
25% and the wholly owned subsidiary i.e. ESSL/PESL was sought to be

converted into an ‘Associate Company’ of EPL.

25.5.7
the financial year 2010-11, ending 31-03-2011, details on Share capital of the

As per Note 9 to the Financial Statements of ESSL/PESL for

company are given as under :-

Particulars 2011 2010 2011 2010
Number Number USD UsSD

Authorised share capital 129,188,000 129,188,000 352,000,899 352,010,899
Ordinary shares of AED 10 each
Paid-up share capital 129,188,000 129,188,000 352,000,899 352,000,899
Ordinary shares of AED 10 each
Shareholder’s contribution
Essar Projects Limited UAE 32,297,000 32,297,000 88,002,725 88,002,725
Seppest Holding Limited 96,891,164 96,891,164 264,008,174 264,008,174
Total 129,188,000 129,188,000 352,010,899 352,000,899

The company has one class of ordinary shares viz. equity shares which carry a right to vote but

no right to fixed income by way of dividend.

32,297,000 Shares of the company held by Essar Projects Limited (EPL) has been pledged by
Essar Projects Limited favouring Standard Chartered Bank acting as the Security Trustee for

financial facilities availed by Essar Global Ltd and its subsidiaries.

Essar Projects Limited has entered into a Share Purchase Agreement dated 17-05-2010 to sell the
32,297,000 shares of the Company to Seppest Holdings Limited. In terms of the Share Purchase
Agreement, the voting rights associated with the shares would vest in favour of the buyer.
Pending receipt of consideration and fulfilment of substantive condition, the physical transfer of

the shares is yet to effect upon”
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A remark to the above effect was also found at Note 14 relating to ‘Related

Party Transactions’ in the Financial Statements.

Note :- In the Financial Statements of ESSL/PESL for the year ending 31-03-
2010 as well as 31-03-2011, EPL is shown as holder of 25% stake.

25.5.8

Information relating to the issued capital as given in Note 9

to the Financial Statements of ESSL/PESL for the year ended 31-03-2012 is

extracted below :-

43

Particulars 2012 2011 2012 2011
Number Number USD USD

Authorised share capital 129,188,000 129,188,000 | 352,000,899 352,010,899
Ordinary shares of AED 10 each
Paid-up share capital 129,188,000 129,188,000 352,000,899 352,000,899
Ordinary shares of AED 10 each
Shareholder’s contribution
Essar Projects Limited UAE 32,297,000 32,297,000 88,002,725 88,002,725
Seppest Holding Limited 96,891,164 96,891,164 264,008,174 264,008,174
Total 129,188,000 129,188,000 352,010,899 352,000,899

The company has one class of ordinary shares viz. equity shares which carry a right to vote but

no right to fixed income by way of dividend.

32,297,000 Shares of the company held by Essar Projects Limited (EPL) has been pledged by
Essar Projects Limited favouring Standard Chartered Bank acting as the Security Trustee for

financial facilities availed by Essar Global Ltd and its subsidiaries.

EPL has further surrendered all its voting rights on 32,297,000 shares of the Company to parent
company upon related by way of a Share Purchase Agreement dated 17 May 2010. Further
Extended as per agreement dated 16" May 2011. EPL has further agreed to complete the
registration formalities for the above share transfer on release of the pledge on the shares by the

Seppest Holdings Limited.

EPL had entered into an agreement to sell its entire 25% equity stake in the company on May
17,2010. By entering into this agreement all the beneficial as well as voting rights were
transferred to the parent company with that effect. On March 20,2012 the company concluded
the transaction by executing the final addendum to the agreement wherein the investment value
was finally assessed to be USD 215 Million, payable within credit period. EPL has since
derecognised its investment in associate on March 20, 2012. The physical transfer of shares has

not been affected as at year end March 31, 2012”.

2012, EPL is shown as holder of 25% stake.
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25.5.9 The shares of ESSL/PESL, which EPL received in exchange
for the shares of GSF in the book transaction, were also further pledged with
Standard Chartered Bank, London as security to cover certain financial
facilities availed by EPL and its group companies [para 25.6.12.2 (xi1) (b) below
refers]. The pledge was released by the Bank on 26-03-2014 [para 25.6.16
below refers|. It appears that by way of the artificial paper transactions
involving exchange of already pledged shares of GSF with the shares of
ESSL/PESL (both subsidiaries of EPL) shares of ESSL/PESL were again
pledged by EPL for availing financial facilities, EPL created liquid money twice

from the same set of assets.

25.6 Formation and Role of M/s Seppest Holdings Limited (for
short-SHL)
25.6.1 As per Financial Statements of SHL for the period from 31-

12-2008 to 31-12-2009, it was incorporated on 31-12-2008 in Cyprus, as a
wholly owned subsidiary of Enterprise Emerging Markets Fund (for short -

EEMF).

25.6.2 EEMF had entered into an Investment Agreement dated 19-
02-2009 with ESSL/PESL which provided, inter-alia, as under :-

a) EEMF intended to invest USD 360 Million in ESSL/PESL through
SHL (Clause D)

b) ESSL/PESL were to issue and allot to EEMF/SHL such number of
equity shares representing 75% of its total post issue paid-up

share capital (Clause E)

c) The ownership of GSF was transferred by EPL to ESSL/PESL by a
Share Purchase Agreement dated 15-01-2009 [para 25.3.5 above
refers].  Registration formalities of the transfer were to be
completed on receipt of necessary Lenders’ Consent since the
shares were pledged with Standard Chartered Bank, London. SPL
had agreed to obtain the necessary approvals from the Lenders for
release of shares of GSF and release all charges, encumbrances &
lien on these shares within 180 days from the date of Investment

Agreement i.e. within 180 days from 19-02-2009 (Clause 4.6).

d) EEMF/SHL were to deliver ESSL/PESL, the subscription price i.e.
USD 360 Million in full or in part as agreed between the parties. It
was further provided that in the event of SHL defaulting in funding
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the total subscription price of USD 360 Million on or before 31-12-
2009 or as mutually agreed between the parties, ESSL/PESL shall
have unconditional right to buy back the subscription shares from
EEMF/SHL on refunding the part subscription price paid to it by
EEMF/SHL [Clause 4.7]

25.6.3 As on 31-12-2009, the Financial Statements of SHL stated,

inter-alia, as under :-

A) Share Capital and Reserves-
Share capital and reserves Reference Amount
Note to (EURO)
the
financial
statement
Share capital 7 6,200
Share premium 42,950,200
Reserves and Surplus 633,704
Total 43,590,104
B) As per Note 7 to the Financial Statements, Authorised and Issued Share

Capital of the company was 6,200 ordinary shares of EUR 1 each.

C) As per Statement of Changes in Equity for the period from 31 December
2008 to 31 December 2009, it is shown as under :-

Particulars Share Share Reserves & | Total (EUR)
Capital Premium Surplus
(EUR) (EUR) {EUR)
As on 31 December 2008 (date 5,000 - - 5,000
of incorporation)
Additional Share Capital 1,200 42,950,200 - 42,951,400
Profit for the period - - 633,704 633,704
As on 31 December 2009 6,200 42,950,200 633,704 43,590,104

D)

43,601,800 amplified in Note S as investment in ESSL/PESL.

E)

period from 31-12-2008 to 31-12-2009 were as under :-

a) Receipts
Issue of share capital

Net Profit for the period

Increase in Trade Creditors &

Other payables
Total
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b) The above amount was utilised for payment of EUR 43,601,800
(USD 58,996,867) towards acquiring stake in ESSL/PESL leaving a
balance EUR 52 which is shown as ‘Cash and Cash Equivalent’
under Current Assets.

25.6.4 Scrutiny of the Financial Statements of SHL reveals that it
issued 5000 ordinary shares of EUR one each to EEMF at par value at the time
of its incorporation on 31-12-2008. During the accounting period 31-12-2008
to 31-12-2009, it issued additional share capital of 1200 ordinary shares of
EUR one each to EEMF. However, these shares with total face value of EUR
1200 were issued at a total premium of EUR 42,950,200 i.e each share of face
value of EUR one was issued at a premium of EUR 35,792 per share. This on
the face of it appears queer as this kind of exorbitant premium is not
supported by any bonafide business activity in SHL during the year. The
unjustified premium appears to be related to the fraudulent over-valuation by
GSF resulting in windfall gain as discussed elsewhere, because SHL was to
ultimately acquire 75% stake in PSSL/PESL which in turn owned entire capital
of GSF and in this scheme of things, illicit gain to GSF was to flow to EEMF.

25.6.5 Total Authorised Capital of SHL was only EUR 6,200 divided
into 6,200 ordinary shares of EUR one each. Out of this, SHL had issued 5,000
shares of EUR one each to EEMF on the date of its incorporation i.e. on 31-12-
2008. The remaining unissued share capital after 31-12-2008 was only 1,200
shares of EUR one each. It appears that due to this, EEMF could subscribe to
only 1,200 shares but since SHL required much more money to infuse in
ESSL/PESL, these shares were issued at huge undeserved premium of EUR
42,950,200.

25.6.6 As per the Financial Statements of ESSL/PESL for the year
ending 31st March, 2009, an amount of USD 49,995 000 has been shown as
advance given to GSF. Scrutiny of the Financial Statements reveals that this
was entirely from the amount of USD 49,997,366 received by ESSL/PESL from
SHL on account of the so called part payment of consideration of USD 360
Million for preferential allotment of 75% stake in ESSL/PESL.

25.6.7 It, therefore, appears that EEMF infused money in SHL only
for further investment in ESSL/PESL (which was further given as advance by
ESSL/PESL to GSF) to create a layer. The company, SHL, therefore, appears to

be a ‘shell’ company based in Cyprus.
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25.6.8 From scrutiny of the Financial Statements of SHL for the
period from 31-12-2008 to 31-12-2009, it appears that it was incorporated only
for the purpose of acquiring so called controlling stake in ESSL/PESL.
However, it could invest only USD 49,997,366 on 23-03-2009 against total
stated consideration of USD 360 Million to acquire 75% stake in ESSL/PESL.
The amount paid works out to only 13.89% of the total amount of USD 360

Million that was supposed to have been invested.

25.6.9 As per the Financial Statements of ESSL/PESL for the year
ending 31-03-2010 and those of SHL for the period ending 31-12-2009, it
appears that SHL further invested an amount of USD 8,999,501 during the
period from 01-04-2009 to 31-12-2009. Still with this further investment, SHL
had paid only 16.39% of the total consideration of USD 360 Million. The
balance amount of USD 301 Million remained unpaid at least till 31-03-2012
upto which date Financial Statements of ESSL/PESL are available. The
amount outstanding has been shown in Financial Statements of various

financial years as under :-

Sr.No. Financial Year Amount Amount outstanding
received As on Amount
during the (USD)
year (USD)
1. 2008-2009 49,997,366 31-03-2009 310,002,634
2. 2009-2010 8,999,501 31-03-2010 301,003,133
3. 2010-2011 3,133 31-03-2011 301,000,000
4. 2011-2012 Nil 31-03-2012 301,000,000
25.6.10 It is not clearly indicated in record as to whether the 96,891,000

shares allotted by ESSL/PESL to SHL were fully paid or partly paid. As per the
Financial Statements of ESSL/PESL for the period from 06-03-2008 to 31-03-
2009, the shares were partly paid-up (para 25.4.5 above refers). However, as
per the Share Purchase Agreement dated 17-05-2010 [Clause D in para
25.6.12.2 (i1) below refers], the shares were fully paid-up. As it appears, since
full consideration of USD 360 Million was not paid, the Shares have to be
considered as partly paid-up with only 13.89% of the consideration paid till 31-
03-2009 and only 16.39% paid till 31-12-20009.
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SHL, EPL and ESSL/PESL further entered into on 15-12-2009, a

Supplemental Agreement to the Investment Agreement dated 19-02-2009 [para

25.6.2 above refers]. It provided, inter-alia, as under :-

a)

b)

d)

25.6.12

25.6.12.1

EPL could not obtain Lenders’ Consent [para 25.6.2 (c) above
refers] within 180 days from 19-02-2009 i.e. the date of the

Investment Agreement (Clause B).

EPL, therefore, sought further time till 31-03-2010 to complete the
release on the charges/lien on the shares of GSF and to transfer

the shares of GSF in favour of ESSL/PESL (Clause C).

Till the date of the Supplemental Agreement i.e. 15-12-2009, SHL
had, against the committed amount of USD 360 Million, infused
only USD 58,996,867 and sought further time i.e. 75 days from the
date of transfer of shares of GSF in favour of ESSL/PESL to bring

in the additional subscription amount (Clause D & E).

Therefore, it was agreed that to effect legal ownership of shares of
GSF in favour of ESSL/PESL, EPL shall obtain Lenders’ Consent
on or before 31-03-2010 (Clause 4).

It was also agreed that the balance subscription price, i.e. USD
360 Million minus USD 58,996,867, for 75% stake shall be paid by
SHL no later than 75 days from the date of transfer of GSF shares
in favour of ESSL/PESL (Clause 5).

It was agreed that in the event of SHL failing to perform its
obligations under this Agreement before the agreed date, SHL
would buy out the stake held by EPL in ESSL/PESL at a fair value
subject to minimum floor price of USD 200 Million [Clause 6].

Share Purchase Agreement dated 17-05-2010 between SHL,
EPL and ESSL/PESL (RUD-94)

During investigation, EPL submitted, vide its letter dated 10-12-

2014, a copy of Share Purchase Agreement dated 17-05-2010 relating to sale of
shares of ESSL/PESL and Extension Agreement dated 16-05-2011 to the Share

Purchase Agreement dated 17-05-2010.
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25.6.12.2 The Share Purchase Agreement dated 17-05-2010 entered into
between SHL, EPL and ESSL/PESL states, inter-alia that :-

i)

i)

v)

SHL, EPL and ESSL/PESL had entered into an Investment
Agreement dated 19-02-2009 [para 25.6.2 above refers] pursuant
to which SHL had agreed to infuse USD 360 Million to acquire 75%
stake in ESSL/PESL (Clause C).

Pursuant to the Investment Agreement and in consideration of EPL
& SHL agreeing to fulfil their respective obligations under the said
Investment Agreement, ESSL/PESL had on 23-03-2009 allotted
such number of fully paid equity shares of the company to the
buyer representing 75% of the total issued capital of ESSL/PESL
(Clause D)

The Parties acknowledged the fact that SHL, against the committed
amount of USD 360 Million, had invested only a sum of USD
58,996,867 (EUR 43,601,800) upto December 2009, since there
was delay in EPL obtaining release of all charges, lien &
encumbrances on the shares of GSF. The parties entered into a
Supplemental Agreement on 15-12-2009 [para 25.6.11 above
refers] pursuant to which the Parties agreed that SHL would have
75 days from date of transfer of GSF shares to ESSL/PESL, within
which it was to infuse the balance amount to meet the total
commitment of USD 360 Million as per the Investment Agreement

(Clause E) .

The Parties had further agreed that in the event of SHL failing to
perform its obligations as per the terms of the aforesaid
Supplemental Agreement, SHL shall buy out the stake held by EPL
in ESSL/PESL at fair value prevailing at the time of the
transaction, subject to a minimum floor price of USD 200 Million
(Clause F).

In an event of default by SHL in performing its obligations in terms
of the Supplemental Agreement, as discussed above, SHL had
agreed to make an earnest deposit of USD 10 Million to EPL within

10 days of the completion of the aforesaid 75 days period (Clause
G).
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The parties further agreed that the final Share Purchase
Agreement for purchase and sale of shares of ESSL/PESL shall be
entered into within 60 days of the expiry of the 75 days period

hereinabove mentioned (Clause H).

The Parties acknowledge that the shares of GSF were released and
the transfer of shares of GSF in favour of ESSL/PESL was recorded
in ESSL/PESL’s Register at HFZA on 26% January 2010.
Accordingly, SHL had time until 11t April 2010 to infuse the

balance funds (Clause I).

However, SHL could not perform its obligation under the
Investment Agreement and the Supplemental Agreement and
hence has agreed to buy out the stake in ESSL/PESL held by EPL
(Clause J).

The parties acknowledge that as agreed in the Supplemental
Agreement, SHL has placed a sum of USD 9,750,000 as an Earnest
Money Deposit on 9th April 2010, to record its intention to acquire

the stake in ESSL/PESL held by EPL (Clause K).

SHL agreed to buy stake held by EPL in ESSL/PESL comprising of
32,297,000 fully paid shares of AED 10 each for a total
consideration of USD 250,000,000 representing the value of
ESSL/PESL and SHL becoming the 100% owner of ESSL/PESL
(Clause M).

It was agreed among the parties that upon execution of this
Agreement and upon SHL performing its obligations under Clause

3.1.1 of this Agreement [para 25.6.12.2 (xiv) below refers] :-

a) The Investment Agreement dated 19t February 2009 and the
Supplemental Agreement dated 10t December 2009 shall
remain cancelled and any outstanding obligations of the
parties yet to be completed pursuant to these Agreements

shall remain waived.

b)  Shall entitle SHL to all the rights, benefits and interests

including the unconditional right to vote on the Shares.
(Clause N).

EPL covenanted with SHL that:
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the shares are fully paid (Clause 2.2.1);

the Shares are currently pledged in favour of Standard
Chartered Bank as security to cover certain financial facilities

availed by EPL and its group company (Clause 2.2.2);

EPL shall have, not later than 12 months from date of
execution of this Agreement, to obtain release of all
encumbrances, lien & charges on the Shares, unless the
aforesaid period is mutually extended based on discussions

between the Parties (Clause 2.2.3).

Note :- EPL could obtain the release of pledge only on 26-03-
2014 as mentioned in para 25.6.16 below.

xiil) SHL covenanted with EPL that:

a)

b)

Upon completion, it shall use its best endeavours and shall
cause ESSL/PESL to discharge EPL of its
obligations/liabilities with regard to and replace all financial
& performance guarantees issued by EPL in favour of various
lenders, suppliers of ESSL/PESL and GSF as referred in
Scheduled “B” to the Agreement (Clause 2.3.1).

Until such time the guarantees referred in Schedule “B” are
discharged /replaced as referred in Clause 2.3.1 above, GSF
shall suitably compensate EPL and pay guarantee
commission on such guarantees until the date of discharge

of such guarantees (Clause 2.3.2).

xiv) Purchase Price

The total consideration for the sale of the Shares was to be the

Purchase Price which was to be paid by SHL to EPL as follows :

a)

b)

an initial payment of USD 9,750,000 as per the
Supplemental  Agreement  (“Initial  Payment”). EPL
acknowledges receipt of the said payment on 9th April 2010
from SHL (Clause 3.1.1);

a payment of USD 240,250,000 which will stand increased
to USD 260,250,000 ie. total USD 270 Million (USD
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9,750,000 plus USD 260,250,000) if the completion doesn’t
happen within 12 months of the execution date of the

Agreement i.e. within 17-05-2011 (Clause 3.1.2).

25.6.12.3 An Amendment was made on 20-05-2010 to the Share
Purchase Agreement dated 17-05-2010 whereby Clause N [Para 25.6.12.2(xi)
above] of the Agreement was amended to replace the word and figures ‘Clause
3.1.1° [para 25.6.12.2 (xiv) (a) above refers] with the word and figures ‘Clause
3.1’ [para 25.6.12.2 (xiv) above refers]. The change means that till the total
agreed consideration of USD 270 Million was paid by SHL to EPL, SHL shall
not be entitled to the rights, benefits and interests including unconditional
right to vote on the shares; that the Investment Agreement dated 19-02-2009
and its Supplemental Agreement dated 10-12-2009 were to remain in force and
that as per clause 4.7 of the Investment Agreement dated 19-02-2009,
ESSL/PESL had an unconditional right to buy back the subscription shares
from SHL on refunding the part of subscription price paid to it by EEMF/SHL.

25.6.12.4 Extension Agreement dated 16-05-2011 to the Share
Purchase Agreement dated 17-05-2010 entered into between SHL, EPL and
ESSL/PESL states, inter-alia,

1)  The Parties had entered into a Share Purchase Agreement (SPA) dated
17-05-2010 [para 25.6.12.2 above refers| in relation to EPL agreeing to
sell and SHL agreeing to buy the 32,297,000 shares of ESSL/PESL held
by EPL on such terms and conditions as set out in the said SPA and
the Amendment letter dated 20t May 2010 [para 25.6.12.3 above

refers] amending certain clauses of the said SPA (Clause A).

11) EPL and SHL further acknowledged the fact that they were still in the
process of meeting their respective obligations under the SPA and

mutually agreed to extend the period of completion to be on or before

31st March 2012 (Clause B).

Note :- Both EPL and SHL could not meet their respective obligations
before the due date.

iif) SHL has further agreed to increase the Purchase Price from USD
270,000,000 to USD 280,000,000 if the payment of the consideration is
not made on or before 30™ September 2011 (Clause C).
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:- The Purchase Price was reduced to USD 215 Million as

mentioned in the Financial Statements of ESSL/PESL for the year
ending 31-03-2012 [para 25.5.8 above refers].

25.6.13

a)

b)

From perusal of the above Agreements, it is observed that :-

Clause F [para 25.6.12.2 (iv) above| of the Share Purchase
Agreement dated 17-05-2010 states that the parties to the
Agreement had agreed that in the event of SHL failing to
perform its obligations under the Investment Agreement dated
19-02-2009 and its Supplemental Agreement, it shall buy out
the stake held by EPL in ESSL/PESL at fair value prevailing at
the time of the transaction subject to minimum floor price of
USD 200 Million. It appears that this clause contained an
inbuilt incentive and in fact a prompt for SHL to default
inasmuch as in case SHL performs its obligations, they had to
pay more than USD 300 Million i.e. the amount still remaining
unpaid out of consideration of USD 360 Million for 75% stake;
whereas in case they default, they could get 100% of
ESSL/PESL for USD 200 Million only (though qualified as

minimum floor price).

Valuation of 25% stake of ESSL/PESL held by EPL has
changed drastically over a period of about two years. In the
Investment Agreement dated 19-02-2009 and its Supplemental
Agreement dated 15-12-2009, it was minimum USD 200
Million [para 25.6.12.2 (iv) above]. In the Share Purchase
Agreement, in Clause M [para 25.6.12.2 (x) above], value of the
company itself is mentioned as USD 250 Million. In clause
3.1.2 of the Agreement [para 25.6.12.2 (xiv) (b) above refers]
value of the 25% stake is mentioned as USD 270 Million (USD
9.75 Million as Earnest Deposit on 09-04-2010 + USD 260.250
Million payable within twelve months of 17-05-2010). As per
Clause C of Extension Agreement dated 16-05-2011 |[para
25.6.12.2 (1)) above|, the amount of USD 270 Million was to
increase to USD 280 Million. Ultimately, the investment value
of the 25% stake was assessed at USD 215 Million on 20-03-
2012 [para 25.5.8 above refers|. Therefore, it appears that the
price discovery was not based on sound financial principles or

on due diligence but on whims and fancies of both the parties.
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SHL had agreed to invest in 75% stake in ESSL/PESL vide
Investment Agreement dated 19-02-2009, which was to be
allotted as preferential allotment, at a cost of USD 360 Million.
It means that ESSL/PESL was valued at USD 480 Million (USD
360 Million/75 x 100) as on 19-02-2009. Clause 6 of the
Supplemental Agreement dated 15-12-2012 to the Investment
Agreement dated 19-02-2009, mentions that in the event of
SHL failing to perform its obligations under the Agreement, it
would buy out the 25% stake of EPL in ESSL/PESL at a fair
value subject to minimum floor price of USD 200 Million which
means that the company ESSL/PESL was valued at minimum
USD 800 Million i.e. USD 200 Million/25 x 100. However,
when SHL failed to fulfil its obligation under the Investment
Agreement i.e. failed to invest the requisite sum, in the Share
Purchase Agreement entered into on 17-05-2010, ESSL/PESL
was valued at USD 250 Million only [para 25.6.12.2 (x)-Clause
M of the Agreement]. Considering financial status and business
activity of ESSL/PESL, there appears to be no valid basis for

any of these valuations.

Clause N of the Share Purchase Agreement dated 17-05-2010
[para 25.6.12.2 (xi) above] states that upon execution of the
Agreement and upon SHL performing its obligations under
Clause 3.1.1, the Investment Agreement dated 19-02-2009 and
its Supplementary Agreement dated 10-12-2009 shall remain
cancelled and any outstanding obligations of the parties yet to
be completed pursuant to these Agreements were to remain
waived. It means that SHL was yet to perform certain
obligations. However, as per Clause 3.1.1 of the Share
Purchase Agreement [para 25.6.12.2 (xiv) (a)], it is
acknowledged that SHL had already performed its obligations
inasmuch as they had made an initial payment of USD
9,750,000 and it was acknowledged by EPL on 09-04-2010.
Further, it appears that upon performing its obligations by
SHL, all outstanding obligations of EPL, ESSL/PESL and SHL
under the Investment Agreement and its Supplemental

Agreement shall be waived i.e. SHL will not make any further

payment and ESSL/PESL will not allot any further shares in

terms of the Agreements.
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e) The Amendment dated 20-05-2010 [para 25.6.12.3 above
refers] to the Share Purchase Agreement dated 17-05-2010,
states that the outstanding obligations of SHL, EPL and
ESSL/PESL under the Investment Agreement and its
Supplemental Agreement shall remain waived and SHL shall be
entitled to all rights, benefits and interest including the
unconditional right to vote on the Shares of ESSL/PESL only
after making full payment of USD 270 Million i.e. Purchase
Price of the 25% stake held by EPL in ESSL/PESL. The
Purchase Price was finally assessed at USD 215 Million on 20-
03-2012, which was finally and completely paid on 28-05-
2014. Therefore, it appears that SHL was entitled to all rights,
benefits and interest including the unconditional right to vote

on the Shares of ESSL/PESL only on or after 28-05-2014.

In the Financial Statements of EPL for various years, certain

statements regarding ‘Associate Company’ i.e. ESSL/PESL are made as under

a)

b)

In the Financial Statements for the year ending 31-03-2011, in
Note 10 (B) regarding Investment in an Associate-Unquoted’ and
Note 16 (IV) regarding ‘Related Party Transactions’, it is stated that
ESSL/PESL was an Associate Company wherein EPL was holding
25% ownership interest and voting rights. In the Balance Sheet as
on 31-03-2011, EPL has shown investment in ESSL/PESL at par
value of USD 88,002,725.

In the Financial Statements for the year ending 31-03-2012, in
Note 9 (B) regarding Investment in an Associate’ and Note 15 (IV)
regarding ‘Related Party Transactions’, it is stated that ESSL/PESL
was an Associate Company wherein EPL was holding 25% voting

rights. In Note 9 (B), following remark is given

‘As on March 20, 2012, the Company has sold its entire
holding of 32,297,000 shares of Professional Equipment
Supplier Limited with a carrying value of USD 88,002,275 to
Seppest Holdings Limited. These shares have been pledged in
favour of Standard Chartered PLC, who is a~cting as the
security trustee, for borrowing facilities (referred in note 20.B),

availed by the Parent company, and other fellow Subsidiaries
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from Standard Chartered Bank, ICICI Bank and AXIS Bank.
As per the sale agreement, the Company is required to obtain
release of all encumbrances, lien, charges, etc. on the shares
by November 30, 2012, which the company is in the process
of doing as a procedural matter. Substantial amount of sale

consideration is received after the Balance sheet date’.

¢) In the Financial Statements for the year ending 31-03-2013, in
Note 16 (IV) regarding ‘Related Party Transactions’, it is stated that
ESSL/PESL was an Associate Company wherein EPL was holding
25% voting rights. In Note 16 (IV), following remark is given :-

‘As on March 20, 2012 the Company has sold its entire holding of
32,297,000 shares of Professional Equipment Supplier Limited with
a carrying value of USD 170.8 Million to Seppest Holdings Limited.
These shares have been pledged in favour of Standard Chartered
PLC, who is acting as the security trustee, for borrowing facilities
availed by the Parent company, and other fellow Subsidiaries from
Standard Chartered Bank, ICICI Bank and Axis Bank. As per the
sale agreement, the Company was required to obtain release of all
encumbrances, lien, charges etc. on the share by November 30,
2012, which is pending as on March 31, 2013. Substantial amount
of sale consideration is received during the year ended March 31,

2013 and the outstanding balance as on year end is $ 5.8 Million’

25.6.15 Therefore, even in the Financial Statements of EPL, ESSL/PESL
was being shown as an ‘Associate Company’, wherein EPL was exercising 25%
voting rights at least till 31-03-2013. It is also further stated that the 25%
stake held by EPL in ESSL/PESL was pledged in favour of Standard Chartered
Bank and as per the Sale Agreement, EPL was required to obtain release of all
encumbrances, lien, charges etc. by 30-11-2012, which was however, pending

as on 31-03-2013 and was finally released on 26-03-2014.

25.6.16 The pledge on 32,297,000 shares of ESSL/PESL (held by EPL) as
mentioned in para 25.6.12.2 (xii)(b) above, and in the Financial Statements of
ESSL/PESL for the years ending 31-03-2011 & 31-03-2012 [paras 25.5.7 and
25.5.8 above| was released by the Standard Chartered Bank vide their letter
dated 26-03-2014, copy of which scanned and reproduced below:
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Image No. 16
Standatd Sd
Chartered &
Date: 26 March 2014

To: The Security Registrar v
Jebel Al Free Zone Authority v*
Dubai

UAE

Dear Sir,

We refer to the Pledge Agreements (as defined below). Please take the necessary actions lo release the
pledge over the shares of Essar Subsca Limited (renamed Professional Equipment Suppliers Limited) which
are owned by Bssar Projects Limited (the Pledgor) and which are presently pledged in favour of Standard
Chartered Bank (the Security Agent) pursuant to the below share pledge agreements (each a Pledge
Agreement); '

L. the share pledge agreement dated 18 November 2009 between the Pledgor and the Security Agent;

2. the supplemental share pledge agreement dated 10 March 2010 between the Pledgor and the Security
Agent;

3. second supplemental share pledge agreement dated 26 April 2010 between the Pledgor and the
Security Agent; .

4, the third supplemental share pledge agreement dated 17 of August 2010 between the Pledgor and the
Security Agent; :

5. the fourth supplemental share pledge agreement dated 20 March 2011 between the Pledgor and the
Security Agent;

6. the fifth supplemental share pledge agreement dated 23 June 2011 between the Pledgor and the

_ Security Agent; and

7. the sixth supplemental share pledge agreement daled 26 June 2012 belween the Pledgor and: the -

Security Agent. o P

For ease of referénce, pl

25.6.17 As per Addendum No. 3 dated 31-03-2014 to the Memorandum &
Articles of Association of ESSL/PESL, EPL transferred 32,297,000 shares
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valuing AED 322,970,000 i.e. their 25% stake held in ESSL/PESL to SHL. It is
further mentioned that after this change, SHL shall be the only share holder
holding 129,188,000 shares of par value AED 10 each.

25.6.18 Therefore, legally, ESSL/PESL ceased to be subsidiary of EPL only
on 31-03-2014.

25.7 GSF had written a letter on 27-06-2012 to ICICI Bank, Bahrain

Branch, Manama which is scanned and reproduced below :-
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Image No. 17

Global Supplies (UAE) FZE

. {FORMED PURSUANT YO SHARJAH EMIRI CECREE

NO. 8 OF 1995 WITH LIMITED LIABILITY) (380 R €110y £ WA P g 0t gr Sk 32 gbons A ghms S0}

june 27, 2012 Es
Glolnl Supplics
Rogsterod Otco

ICICE BANK LIMITED, LOD 38, Olfxo No 38G - 033 04
PO Bax 42169
Haawiysh Frea ZTone

P.O. BOX NO. 1494 MANAMA, sv:::n. UAE
Phono. +DT1 8 5281907

KINGDOM OF BAHRAIN Fax 407165201008

Reference: Facility Agreement
Dear Sir,

Your esteemed bank has always extended the support in our endeaver to establish our company as
Procurement Compaiy. We are thankful 1o you for that.

As you are aware PESL currently owns 100% of Global Supplies (UAE) FZE ("GSF") a specialized company
concentrating in procurement of equipment’s and project mateclals, in the scctors of Power,
Hydrocarbon, Steel and other industrial projects. It is currently engaged in the exccution of large vaine
contracts on lemp suin basis. As un dite the order book position of GS i about § 6 Biliion.

We are also in the process of obtaining orders for supply of raw material to the tune $ 200 -300 Miltion. In
order to execute such large value comtvacts consisting of iong term delivery schedules. GS s in the need of
substantial working capital facllities, both fund based and non-fund hased, Curvently GS has already tied
up its present bank facilities with various banks to the tune of $ 805 Million but these are mainly non fund
based facilitics, and that 1oo backed by corresponding Letter of Credits from clients,

In view of these factors, there is a pressing need to increase the Racility hase of (S and thus towards this
end, EPL has decided to bring in an external investor to infuse additional capital in the company.

EPi. had recelved an expression of interest by a private equity fund catled Enterprise Emerging Markets
tund (“PE Fund’) to acquire the majority stake in GSF. Accardingly vide oar eartier request; we had
sought your approval for change in the shareholding structure of GSF, Upon your approval, shareholding
structure of GSF were effected, pursuant to the PE fund acquiring 75% stake in PESL by way of fresh
equity infusten, sharcholding of EPL reduced to 25% in PESL.

PE {vnd has now shown intercest to buyout the halance 25% shares held hy EPL. This move is to 1ake care
af rhe current business requirement of GSF,

PE fund has got access to various financial markets and expertise for fund rvaising and to take cave of the
day to day requiremient of the company aond te support the company in the fortn of guaranteeing the
financlal facilities enjoyed by the company.

The above sale of 25% shares by EPL will not affect cur current and future business plau. Essar will
continae to support GSF in the business by awarding supply contact. Essar will cantinue 1o he a business
partner and the existing contracts will be continued with GSEF,

We are also in discussion with our client Essar for further business in addition o the existing which wili
include supply ot raw inaterial and other business opportunitivs,

Subsdidnys OMe + 1 Puit ag Mo, 4 East, A Wing, Oifce £23 - Dubal Alipart 100 Zonn sutharity, B G Box, 37 13858, Duba, Unked #iab Brdealg
TR Ko B4 4 2302 300, Fax. Np. 20714 250 1748, Ermal Address : pichal supplio sEIGS L sei Ruegn Noo 199
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Global Supplies (UAE) FZE

(FORMED PURSUANT TO SHARJAN EMIR! DECREE . . X
NO. 8 OF 1995 WITH LIMITED LIABILITY) (80 B (V) Ad) $530Y1 p e plivan 342 Semnsell 5252508 Bl ghns 11}

Glohal Suppiics

. Registored Offco
LOB X8, Oftco No MG - O3 8 DA
PO Box 42169
Haawiysh Freo 2ono
Sharjah, UAE
Phoon, +DY 1 6 5261007
Fax s071 65261008

We are hopeful of exceuting contracts to the tune of $ 200 - 300 Miition worth of raw matertal during the
financial year 2012-2013. We are In the process of preparing necessary papers to give effect to the change
in the shareholding structure of the company. All these arrangements will be subject to all the required
regulatory and statuary approvals. ’

We are approaching lenders for their consent as applicable based on the covenants. As part of the said
process, we are forwarding this letter for your information and necessary approval.

We aiso enclose the proposed sharehalding structure after incorporating the sale of 25% shares holding
by EPL.

Subs diary’s Otice  Buitding No. £330, A Wing, Office 523 - Dbl Alrpont Fras Zong Authonily, P €. Box: 37 1358 Db, Untied Aro® Dmbiates
Tl Ho s071 4 2302800, Fax. No. 19744 250 1746, Cmall Addrass | gkoal supplosggBSr2E ae: flegn No. 1108

25.7.1 Scrutiny of the above letter reveals that GSF (wholly owned
subsidiary of ESSL/PESL) have claimed that there was pressing need to
increase its facility base and towards this end, EPL had decided to bring an
external investor to infuse additional capital in the company. The external
investor being referred was none other than EEMF/SHL (wholly owned
subsidiary of EEMF). However, the claim of infusion of additional capital in

GSF appears to be hollow and fake inasmuch as :-
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a) There has been no infusion of capital in GSF apart from
investment by EPL which was its holding company. EPL also sold
its entire stake in GSF to ESSL/PESL and even in that case, no

further infusion of capital took place in GSF.

b) Even otherwise, SHL was to infuse investment in ESSL/PESL only
and not in GSF.

¢) However, even in ESSL/PESL, SHL could infuse investment only
about USD 58 Million out of the total promised amount of USD
360 Million. It was known as on the date of the above letter that
an amount of more than USD 300 Million was pending receipt

from SHL itself since 2008-09

25.7.2 Scrutiny of the letter further reveals that GSF has stated
that EPL has received an expression of interest by an private equity fund called
Enterprise Emerging Markets Fund (‘PE Fund’) to acquire majority stake in
GSF; that, accordingly, upon approval from the Bank, share-holding structure
of GSF was affected; that pursuant to the PE Fund acquiring 75% stake in
ESSL/PESL by way of fresh equity infusion, share-holding of EPL in
ESSL/PESL was reduced to 25% and that the PE Fund has now shown interest
to buy out the balance 25% shares held by EPL, which is to take care of the

current business requirements of GSF. In this regard, it appears that:-

a) Though on paper, a shell company named SHL has acquired 75%
stake in ESSL/PESL for USD 360 Million, in fact they paid only
about USD 58 Million leaving the remaining amount of more than
USD 300 Million unpaid.

b) In view of the huge amount remaining unpaid by SHL, it cannot be
claimed that fresh infusion of funds was needed by way of equity
infusion by the same SHL from whom the amount was remaining

unpaid.

c) The claim that PE Fund has now shown interest to buy out the
25% stake held by EPL in ESSL/PESL is also false inasmuch as
the Share Purchase Agreement for the same stake was executed on
17-05-2010 itself between EPL, SHL and ESSL/PESL.

25.8 From the above, it appears that :-
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(1) When shares of GSF held by EPL were sold by EPL to

(2)

(3)

(4)

(S)

(6)

ESSL/PESL, EPL was the sole shareholder wholly owning
ESSL/PESL.

When shares of ESSL/PESL were allotted to EPL as
consideration for the shares of GSF sold by EPL to ESSL/PESL,
EPL was the sole shareholder wholly owning ESSL/PESL.

When shares of ESSL/PESL were allotted in so called
preferential allotment to SHL, EPL was the sole shareholder
wholly owning ESSL/PESL.

Since EPL was the sole share-holder of ESSL/PESL since its
incorporation on 06-03-2008, all the above decisions were

obviously taken by EPL.

By virtue of the decisions at (1) & (2) above and corresponding
book transactions, EPL tried to convert on paper its wholly
owned subsidiary GSF to wholly owned subsidiary of
ESSL/PESL. Since the share capital of GSF was pledged with
Standard Chartered Bank, London, the shares were legally
transferred to ESSL/PESL only on 26-01-2010 i.e. after the
pledge was removed. Therefore, in reality, EPL remained parent

company of GSF till 25-01-2010.

To avoid having the tag of ultimate parent company of GSF at
least on paper, EPL brought in SHL - a shell company, for the
purpose of creating a layer, by allotting substantial quantity of
shares by way of preferential allotment on 23-03-2009 so much
so that after the preferential allotment, EPL’s holding in
ESSL/PESL was sought to be reduced to 25% and SHL’s holding
in ESSL/PESL became 75% on paper. Regarding the
preferential allotment of equity shares to SHL by ESSL/PESL, it

1s observed as under :-

a) It is noteworthy that on 23-03-2009, EPL itself purchased
shares of ESSL/PESL at face value; whereas on the same
date, the shares in preferential allotment were allotted to
SHL at a premium of about 36% of the face value.
Financial Statements of ESSL/PESL for the period from
06-03-2008 (when it was incorporated) to 31-03-2009 do
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not reveal any business activity which would call for a
price discovery of the magnitude that was done as on 23-

03-2009, while making the preferential allotment to SHL.

Financial Statements of ESSL/PESL for the period from
06-03-2008 to 31-03-2009 reveal that 96,891,000 equity
shares with total face value of USD 264,008,174 at a total
premium of USD 95,991,826 issued in preferential
allotment to SHL were partly paid-up. The Financial
Statements record receipt of part payment of only USD
49,997,366 i.e. only about 13.88% of the so called total
consideration of USD 360 Million. SHL further paid a sum
of USD 8,999,501 during the period from 01-04-2009 to
31-12-2009 towards the above transaction. The balance
amount of USD 301 Million, recorded in the Financial
Statements of ESSL/PESL under the head ‘Other Current
Assets-Receivable from Seppest Holdings Limited for share
allotment remained mostly un-received even till 31-03-

2012 as shown above (para 25.6.9 refers).

ESSL/PESL have made certain statements regarding the
equity shares to SHL which are contradictory to one

another as observed below :-

(i) ESSL/PESL have claimed in Financial Statements
for the year ending 31-03-2009 [para 25.4.5 above
refers| that the equity shares were issued as partly
paid-up. In that case, as per accounting norms, only
the amount received i.e. USD 58,996,867 (after
adjusting for share premium, if any, included in this
amount) should have been accounted for as paid-up
share capital. As against this, ESSL/PESL have
accounted USD 264,008,174 in paid-up capital
account and USD 95,991,826 in the share premium
account simultaneously showing the major part of
the consideration yet to be received as ‘Receivable’.
In case, the equity shares were genuinely partly
paid-up, the amount remaining unpaid is not
recorded as receivable from the allottee, as

done by ESSL/PESL.
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(i) In the Share Purchase Agreement dated 17-05-
2010, it is mentioned, inter-alia, that ESSL/PESL
had on 23-03-2009 allotted such number of fully
paid equity shares to SHL which represent 75% of
the total issued capital of ESSL/PESL (Clause D of
the Agreement as mentioned above (para 25.6.12.2

(ii) refers).

The above transaction in the books of ESSL/PESL shows
that the shares were sold to SHL, so called third party
entity, on credit, which is quite unheard of in financial
world. Share capital is issued only when the company is
in need of funds. In the above transaction, ESSL/PESL
allotted 75% stake to SHL by receiving only about 16.39%
of the stake value, including share premium, and creating

only a book entry for the balance 83.61%.

Financial statements of SHL as on 31-12-2009 reveal that
it did not have resources beyond what it had paid i.e.
USD 58,996,867 for purchase of share -capital in
ESSL/PESL. Further, in the records of ESSL/PESL, the
amount of consideration yet to be received, for the so
called preferential allotment of shares to SHL, continues

to be shown as Receivable as late as 31-03-2012.

In view of the above, it appears that the transaction of
allotment of equity shares in preferential allotment to SHL
was a sham transaction and a facade to camouflage
EPL’s stake in ESSL/PESL and thereby its stake in GSF
through ESSL/PESL.

Since  SHL could not make full payment of the
consideration for acquisition of 75% stake in ESSL/PESL,
the latter had right to buy back the shares and refund the

amount already paid by SHL. However, this was not done.

In normal business transaction, if SHL did not pay full
consideration of USD 360 Million, its investment of USD
58,996,867, which  represented part  payment,
ESSL/PESL should have confiscated this amount and the
stake of SHL should have been reduced to zero by
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crediting the amount already received to ‘Reserves &

Surplus’ Account.

i) However, without prejudice to the above, in the facts and
circumstances, even if it is to be deemed that SHL was
owner of shares of ESSL/PESL valued at USD 58,996,867
which included share premium, face value of the stake
works out to USD 43,265,709 i.e.
(58,996,867 /360,000,000) x 264,008,174]. It means,
total paid up capital of ESSL/PESL was USD
131,268,434 i.e. USD 88,002,725 (held by EPL) plus USD
43,265,709 (held by SHL). It further means that SHL was
holding only 32% (i.e. USD 43,265,709 as percentage of
131,268,434) stake in ESSL/PESL with the balance 68%
being held by EPL.

(7) In furtherance of its design to project that EPL has nothing to do
with ESSL/PESL, EPL further entered into an Agreement dated
17-05-2010 to sell its entire equity stake in ESSL/PESL to SHL.
It is mentioned in Note 9 to the Financial Statements of EPL for
the year 2011-2012 that by entering into this Agreement, all the
beneficial as well as voting rights were transferred to the
transferee with effect from 17-05-2010; that on 20-03-2012, EPL
concluded the transaction by executing the final addendum to
the agreement wherein the investment value was finally assessed
to be USD 215 Million; that this amount was payable within
credit period and that EPL has derecognised its investment in
ESSL/PESL on March 20, 2012 though the physical transfer of
shares has not been effected as on 31-03-2012. Regarding this

transaction, it is observed as under :-

a) The 25% equity stake i.e. USD 32,297,000 shares of
ESSL/PESL held by EPL, which have been sold by EPL to
SHL, had been pledged with Standard Chartered Bank for
financial facilities availed by EGL and its subsidiaries. It
appears that the shares could not have been sold unless

the pledge was removed.

b) The pledge was released by the Standard Chartered Bank
on 26-03-2014 and the 25% stake held by i
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ESSL/PESL was legally transferred to SHL only on 31-03-
2014.

c) However, as per Clause N of the Share Purchase Agreement
dated 17-05-2010 read with its amendment dated 20-05-
2010, SHL was to be entitled to all rights, benefits and
interests including the unconditional right to vote on the
shares only upon performing its obligations under clause
3.1 of the Agreement which states that SHL was to pay
total purchase price of USD 250 Million. The purchase
price scaled down to USD 215 Million on 20-03-2012 and
which was ultimately paid completely on 28-05-2014.

d) Therefore, the 25% stake held by EPL in ESSL/PESL shall
be deemed to have been transferred to SHL only on 28-05-
2014.

25.9 In view of the above, it appears that EPL was the holding & parent
company of GSF and GSF was wholly owned subsidiary of EPL from 10-12-
2006 till 25-01-2010. Further, it appears that GSF was wholly owned
subsidiary of ESSL/PESL from 26-01-2010 onwards and ESSL/PESL was
subsidiary of EPL from 06-03-2008 to 28-05-2014 and therefore EPL was the
parent company of GSF during the period from 26-01-2010 till 28-05-2014, as
well. Thus, it appears that atleast during the period from 10-12-2006 to
28-05-2014, GSF continued to be a subsidiary of EPL, the efforts to severe
the link on paper through sham transactions notwithstanding. As it
appears that GSF is related has not been disclosed to the Customs authorities
while effecting imports from GSF by various entities of the Essar Group. Even
prior to 22-03-2009 (when GSF was an entity of the Essar Group, even on
paper and by their own admission) they appear to have not disclosed the
related nature of import transactions to Customs Authorities. This, seen in the
context of over-valuation of the import of goods, appears to be deliberate and

purposeful.
26.0 FURTHER STATEMENTS OF CONCERNED PERSONS
In the context of import of the goods by EPGL, EPMPL, EOL and EPIL

from GSF, key officials were summoned and their statements were recorded

under Section 108 of the Customs Act, 1962 as discussed hereunder :-
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26.1 Investigation revealed that besides Shri Suresh Jain, CFO of EOL, Shri
Shailesh Sawa (presently working as CFO with EPIL) had been employed with
EOL in the past. Therefore a Joint Statement of Shri Shri Suresh Chandra
Jain, CFO of EOL and Shri Shailesh Sawa, CFO of EPIL was recorded under
Section 108 of the Customs Act, 1962 on 25-02-2015 (RUD-95) in relation to
their role relating to import of goods by EOL from GSF.

26.1.1 On being asked to give a brief about themselves, Shri Suresh Jain
in his position stated that he took charge as CFO of EOL in October 2010; that
he was overall responsible for the finance function which included banking,
raising finance, treasury operations, cash flow and risk management,
accounting, commercial pricing, taxation, investor relations; that EOL which
was incorporated somewhere in the year 1989 is engaged in refining of crude
oil and marketing of petroleum products; it had a refinery at Vadinar,
Jamnagar which started commercial production from May 2008 onwards; that
at EOL, they manufactured petrol, diesel, LPG, Kerosene, furnace oil, naphtha,
pet coke, bitumen; that they were importing crude oil for the refinery and also
equipments and machinery viz. capital goods for day to day operations of the
refinery; that crude was imported from various countries like Iran, Brazil,
Venezuela; in addition to this they also process indigenous crude oil from Cairn
India; that in the past, for the setting up the refinery as well as during its
expansion phase, they had availed benefit of concessional rate of duty under

the Export Promotion Capital Goods (EPCG) Scheme.

26.1.2 Shri Shailesh Sawa, on his part stated that since 1994, he was
employed with different companies of the Essar Group; that he initially joined
India Security Limited in Mumbai as Vice President; that sometime in 1998-99,
he was transferred to Essar Power Limited; that in early 2001-02, he was
transferred to EOL and functioned in the capacity of General Manager
(Finance); that within EOL he was promoted to the post of Vice President
(Finance) and Senior Vice President (Finance); that in the year 2010, he was
transferred to a group company, then known as Essar Shipping Ports &
Logistics Limited as Chief Financial Officer; that in the year 2014, he was
transferred to EPIL as Chief Financial Officer and that he continued to work
with them in the said capacity. On being specifically asked about his role and
responsibility in various capacities during his employment tenure with EOL,
he stated that he was initially handling finance for the base refinery of 10.5
MMTPA and later on for the refinery expansion project; that his responsibilities

during the said period included arranging finance for the refinery expansion
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project and optimum fund management. On being asked whether he was or is
a Director with any of the Essar Group companies or associate companies at
any point of time during his tenure of employment with the Essar Group, he
stated that he was made a Director of Essar Shipping Ports & Logistics in July
2014 and also a Director of various subsidiaries which included Essar Bulk
Terminal Limited, Vadinar Oil Terminal, Vadinar Ports and Terminal Limited
etc; that as a part of his role and responsibilities with EOL in the context of the
refinery expansion project, he was aware of procurement contracts executed by
EOL for import of equipments and machinery from Global Supplies (UAE) FZE-
a firm based in the UAE which was then associated to the Essar Group; that to
the best of his knowledge, he was aware of the contract executed by EOL with
GSF for procurement of equipments and machinery with a final consideration
of about 460.8 Million US Dollars. They proceeded to answer the specific

questions put to them during the course of their joint statement as under:-

i) During the course of their statement, a tabulated chart running into 54
pages was shown to them. Entries in the chart contained particulars of
348 consignments imported by EOL on the strength of GSF invoices,
listed on the basis of information furnished by EOL to DRI from time to
time. The names of the OEMs/Actual Supplier’s as indicated in Column
8 of the tabulated chart are based on the Bills of Lading pertaining to the
shipments and other documentary evidences obtained during
investigation. Based on documentary evidence in the nature of OEM
invoices, FBCS, GSF request letters to Banks for outward remittances to
OEMs/Actual Suppliers & related SWIFT messages of the concerned
bank, pertaining to back-to-back transactions between GSF & various
OEMs for these 348 consignments, the OEM invoice price had been
worked out and shown in the last column no. 12 of the Chart under the
head VAL’ where VAL represents the OEM invoice value/derived value.
Column 9 of the Chart provides description of the documents and the
mode and manner in which the OEM price (Column 12) had been derived
in brief. They were shown the tabulated chart running into 54 pages.
They were also shown copies of the documents referred to at Column 9 of
the Chart. On being asked to examine the entries in the tabulated chart
with reference documents which were shown to them, they proceeded to
examine the same with reference to the documents and endorsed their
signatures on each page of the documents shown to them as well as on

each page of the tabulated chart in token of having examined the entries

L

with reference to the documents shown to them. S

Tos
N
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On being specifically asked, they confirmed that the Bill of Entry-wise
assessable value provided by representatives of EOL was as per the

assessed copy of relevant Bills of Entry filed with Customs.

iii) On being further asked specifically, they confirmed that the information

provided by EOL to the DRI regarding remittances made to GSF towards
import of goods under the two contracts between EOL & GSF i.e EOL-
GSF-03/2007 dated 14-02-2007 and EOL-GSF-02/2011 dated 16-09-
2011 was complete and correct in terms of quantum of remittances

effected till date.

iv) On being specifically asked to confirm if all outward remittances made

towards invoices raised by GSF on EOL under the two contracts referred
above including advance payments were done as per instructions of GSF
and to a specific Bank nominated by GSF and not suo-moto to any other
bank account of GSF without the instruction of GSF, they stated that
there were certain instances mainly in case of advance payments where
there were no instructions from GSF and outward remittances were
made to GSF without their specific instructions.

On being asked to explain the basis of outward remittances by EOL,
against imports invoiced by GSF, to the Standard Chartered Private
Bank, London, they categorically admitted that they were unable to
produce any written instructions of GSF to substantiate the payment so

made.

vi) On being asked if any Letters of Credit were opened in favour of Standard

Chartered Private Bank, London for outward remittances to be made to
GSF towards invoices raised by them and any bills/invoices of GSF were
ever forwarded by Standard Chartered Private Bank, London to various
banks of Essar Oil Limited for remittance purposes, they confirmed that
that no Letters of Credit were opened in favour of Standard Chartered
Private Bank, London of GSF for outward remittances to be made to GSF
towards supply of goods and accordingly no bills/invoices of GSF were
forwarded by the said bank to various banks of Essar Oil Limited for the

remittance purposes.

vii)In the backdrop of their reply, they were asked if no documents had been

received from Standard Chartered Private Bank, London, how advance
payments made to the Standard Chartered Private Bank, London were
adjusted against GSF’s invoices/bills received from other overseas banks
in relation to which advance payments were made. In response they

stated that advance payments so made were adjusted in invoices
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subsequently raised by GSF and forwarded through other overseas

banks (other than Standard Chartered Private Bank).

viii) On being asked to confirm if outward remittances for the TT

portion of the invoice value were actually made to the same foreign banks
from whom GSF invoices had been received for making remittances
towards the LC portion of the invoice value in cases where GSF’s invoice
price showed a split of the invoice price into (i) amount claimed under
LC (i) amount claimed under TT, they confirmed that outward
remittances for the TT portion of the invoice value had not been made to
the same foreign banks from whom GSF invoices had been received for
making remittances towards the LC portion of invoice value for the same

Invoices.

ix) On being asked if EOL appointed any technical consultants or experts

for formulation of the project including design and engineering of the
project in relation to the Refinery Expansion project before ordering of
equipment for the project, they stated that the contract for basic
engineering for the Refinery Expansion Project as well as Optimisation
Project was awarded to UOP LLC, USA; Jacob Netherland B.V; ABB
Lummus Global Inc.; Haldor Topsoe, Copanhagen; while the detail
engineering of the same was awarded to Essar Engineering and Services
Limited.
They were asked if there was involvement of any Licensor in any form in
respect of all the equipments and machinery for various units of the
Refinery Expansion and Optimisation Project and whether the
responsibility of the Licensor included selecting the vendor for
manufacture & supply of equipment and who had made payment for
Licence fees. In their response, they jointly confirmed that there were
three Licensors i.e. Technology/License providers (invariably other than
OEM suppliers) as follows:-

a) Vacuum Gas Oil Hydro-Treater Unit — UOP LLC , USA -

process licensor

b) Diesel Hydro Treater:- UOP LLC, USA

c) Delayed Coker Unit : ABB Lummus Global Inc., USA

d) Isomerization Unit (ISOM) : UOP, LLC, USA

e) Hydrogen Manufacturing Unit HMU : Haldor Topsoe
They added that for proprietary equipments and catalysts, the selection
of vendors had been done by Licensors. These Licensors were present

during the commissioning of the above units and payments for these
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Licensed services and erection & commission of such proprietary
equipments were made by Essar Oil Limited directly to the above parties.
They added that other items like hardware, pipes and similar other off -

the-shelf raw materials were selected by GSF.

xi) On being asked to confirm if the selection for majority of the vendors for
proprietary equipment & catalyst was done by EOL and not by GSF they
stated that the selection was done by EOL on the recommendation of
Licensor and it was provided to GSF for commercial negotiation.

xii))On being asked to provide an estimate of the value-wise content of
proprietary equipments and catalysts for the Refinery
Expansion/Optimisation project of EOL with reference to imports of
goods invoiced by GSF, they undertook to provide the information by 26-
02-2015 on the plea that these figures were not readily available with

them.

26.1.3 From the joint deposition of the two officials who served EOL, it
appears, inter-alia, that EOL had made outward remittances towards advance
payments to GSF suo-moto to certain bank account of GSF without specific
instructions from GSF. On being asked to explain the basis for EOL making
outward remittances to the Standard Chartered Private Bank Account, London,
of GSF, they were unable to produce any written instructions of GSF to
substantiate their act which implies that such remittances had also been made
suo moto. The statement by these officials also confirms that no Letters of
Credit were opened by EOL’s bankers in India on behalf of EOL in favour of
Standard Chartered Private Bank, London as the beneficiary bank for
documents to be received by such Indian banks to make outward remittances
for imports towards GSF invoice values. They also admitted that where GSF
invoices showed a split of the invoice amount into LC portion and TT portion,
outward remittance for the TT portion had been made to other foreign banks
and not to the same foreign banks which had forwarded GSF invoices to claim
the LC portion of GSF’s invoice value. The manner in which EOL acted and the
suo moto remittances appear to obliterate the distinction between GSF and
EOL as if they were remitting money to themselves. The use of specific bank
accounts to remit the TT portion of the invoice value of the goods to banks
other than banks from whom import documents were received also appears to
reveal EOL’s knowledge of the fact that the TT portion of the invoice value

including the over-valued portion of GSF invoice amount needed to go

elsewhere. Suo moto actions on the part of EOL also appear to indicate at their e
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active involvement and role in executing the planned modus-operandi of

siphoning off foreign exchange.

26.1.4 It further appears from their joint statement that though they had
placed an order for supply of goods on GSF, they had directly, appointed
various overseas firms for basic engineering of various units of the Refinery
Expansion Project viz. UOP LLC, USA; Jacob Netherland B.V.; ABB Lummus
Global Inc.; Haldor Topsoe, Copanhagan. They also confirmed the names of
UOP LLC, USA, ABB Lummus Global Inc., and Haldor Topsoe, Copanhagan as
Licensors who had provided technology licence for various units of the refinery.
Their categorical admission that selection of vendors for the proprietary
equipments and catalysts had been done by the Licensors and their admission
that Licensors were present in India during commissioning of equipment
clearly reveals the role of GSF which does not appear to be a bonafide supplier.
GSF appears to be a dummy supplier, created for acting as an intermediary for

value inflation.

26.1.5 A project of the magniture and scale of refinery expansion
implemented by EOL is a technologically complex project and the project as a
whole and equipments required for the same are invariably required to be
designed, engineered, manufactured and executed by technical experts i.e.
Licensors who hold the necessary technical expertise. All the equipments and
technology are directly or indirectly required to be provided by Licensors even if
the equipment supplier/ manufacturer may be an independent vendor. Such
vendors need to have technological input directly through the Licensors or
indirectly through EOL. From GSF’s role as brought out by the investigation, it
appears that it had no role to play in such proprietary technology.

26.2 A statement of Shri Shailesh Sawa, CFO of EPIL was recorded on
25-02-2015 (RUD-96) in relation to import of goods by EPIL from GSF.

26.2.1 In his statement recorded on 25-02-2015, he, inter-alia, deposed

as under :-

i)  During the course of his statement, a tabulated chart running into
eight pages was shown to him. Entries in the chart contained
particulars of 92 consignments imported by EPIL on the strength of
GSF invoices, listed on the basis of information furnished by EPIL to

DRI from time to time. The names of the OEMs/Actual Suppliers as

Page 174 of 247



i)

SCN No. DRI/MZU/CI-11/2013-14

indicated in Column 8 of the tabulated chart are based on the Bills of
Lading pertaining to the shipments and other documentary evidences
obtained during investigation. Based on documentary evidence in the
nature of OEM invoices, FBCS, GSF request letters to Banks for
outward remittances to OEMs & related SWIFT messages of the
concerned bank, pertaining to back-to-back transactions between
GSF & various OEMs for these 92 consignments, the OEM invoice
price had been worked out and shown in the last column no. 12 of the
Chart under the head ‘Invoice Value/Derived Value’. Column 9 of the
Chart provides description of the documents and the mode and
manner in which the OEM price (Column 12) had been derived in
brief. Shri Shailesh Sawa was shown the tabulated chart running
into 8 pages. He was also shown copies of the documents referred to
in Column 9 of the Chart. On being asked to examine the entries in
the tabulated chart with reference to documents which were shown to
him, he proceeded to examine the entries with reference to the
documents and endorsed his signatures on each page of the
documents shown to him as well as on each page of the tabulated
chart in token of having examined the entries with reference to the
documents shown to him.

On being specifically asked, he confirmed that the Bill of Entry-wise
assessable value provided by representatives of EPIL were as per the
assessed copy of relevant Bills of Entry filed with Customs.

On being further asked specifically, he confirmed that the information
provided by EPIL to the DRI regarding remittances made to GSF
towards import of goods under the contract between EPIL & GSF
between EPIL-GSZ-02/2010 dated 23-08-2010 is complete and
correct in terms of quantum of remittances effected till date.

On being specifically asked, he confirmed that there were no
contractual obligations on the part of M/s Matix Fertilizers &
Chemicals Limited to make direct remittances to overseas supplier of
EPIL in relation to supply of goods under Contract No.
EPIL/Matix/0002 dated 20-08-2010.

On being asked about the terms of delivery of the imported equipment
to be supplied under Contract No. EPIL/Matix/0002 dated 20-08-
2010, he stated that the imported equipments were to be supplied
upto the Project Site inclusive of all costs and services under Contract

No. Contract No. EPIL/Matix/0002 dated 20-08-2010.
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On being asked about the consideration amount & currency for the
Contract No. EPIL/Matix/0002 dated 20-08-2010 between EPIL and
Matix Fertilizers & Chemicals Limited, he stated that it was a Rupee
contract with a consideration of Rs. 1800 Crores.
On being asked if Matix Fertilizers & Chemicals Limited had opened
any Letter of Credit either in favour of EPIL or GSF in Foreign
Currency he stated that M/s Matix Fertilizers & Chemicals Limited
had opened a Letter of Credit in favour of GSF in foreign currency to
the extent of approximately USD 10 Million USD.
On being asked about the number of contracts entered by EPIL with
Matix Fertilizers & Chemicals Limited for execution of the Fertilizer
Project at Durgapur, he listed three contracts as under :- .
a) Offshore Supply Contract — Rs. 1800 crores
b) Onshore Supply Contract — Rs. 765 crores
c) Engineering & Construction Contract — Rs. 635 crores.
On being specifically asked, he stated that Matix Fertilizers &
Chemicals Limited had not placed any direct order to GSF for supply of
Offshore Equipment for the project being undertaken by EPIL under the
above three Contracts.
On being asked if Matix Fertilizers & Chemicals Limited had filed any
Bill of Entry for the consignments for which Letter of Credit was directly
opened in favour of GSF in foreign currency, he stated that it had
purchased one consignment on high- sea-sale basis under the said LC
and for balance consignments, EPIL filed the bills of entry and had
themselves cleared goods directly.
On being asked to provide reasons for payment having been directly
made to GSF by Matix Fertilizer though Offshore Supply Contract was
between GSF and EPIL, he stated that he was unable to cite any
reasons as to why Matix Fertilizers & Chemicals Limited was allowed to
open LC for contractual obligations between GSF and EPIL.
He was questioned if EPIL has submitted the import documents directly
to AXIS Bank, Mumbai for the LC opened by Matix Fertilizers &
Chemicals Limited in favour of GSF ? In case EPIL had not, he was
asked if the bank has raised any objection for reconciliation of LC
payment against submission of import documents. He stated that EPIL
had given the original exchange control copy to Matix Fertilizers &
Chemicals Limited for onward submission to the LC opening bank i.e.
AXIS Bank, Mumbai.
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xiii)) On being asked if such direct remittances by Matix Fertilizers &

Xiv)

xv)

Xvi)

26.2.2

Chemicals Limited were accounted for against the offshore Contract
between EPIL and GSF (EPIL-GSZ-02/2010 dated 23-08-2010), he
confirmed in the affirmative stating that direct remittances by Matix
Fertilizers & Chemicals Limited were accounted for against the Offshore
Contract No. EPIL-GSZ-02/2010 dated 23-08-2010 between EPIL and
GSF.

On being asked to state if Matix Fertilizers & Chemicals Limited had
made any direct remittance to GSF through other than LC mode for
goods covered by Contract No. EPIL-GSZ-02/2010 dated 23-08-2010
and to provide information on the quantum thereof and name of the
importer filing the Bill of Entry in such cases, he stated that Matix
Fertilizers & Chemicals Limited had made direct remittance to GSF by
way of Telegraphic Transfers (TTs) through SWIFT network towards
supply of goods covered by Contract No. EPIL-GSZ-02/2010 dated 23-
08-2010 though EPIL had filed Bill of Entry in such cases.

He was asked if remittance proof in case of import documents
pertaining to External Commercial Borrowing (ECB) loans procured by
Matix Fertilizers & Chemicals Limited had been submitted to any
Indian Banks or not, as EPIL and not Matix Fertiliser & Chemicals
Limited was the importer and if Matix Fertilizers & Chemicals Limited
had not so done, whether the Foreign Exchange Control Copy
pertaining to such import documents was still with EPIL. He responded
by stating that he was unable to explain at the said juncture and
undertook to provide an answer by 26-02-2015.

He undertook to appear for continuing with his statement on 26-02-
2015.

Statement of Shri Shailesh Sawa, CFO was recorded on 26-02-

2015 (RUD-97) in continuation of his statement dated 25-02-2015 wherein he

deposed, inter-alia, as under :-

i)

On being shown the statement tendered by him 25-02-2015, he
perused the same pursuant to which he put his dated signature on
the statement in token of its being true and correct.

On being asked to explain in brief regarding External Commercial
Borrowing (ECB) loan procured by Matix Fertilizers & Chemicals
Limited and utilisation of funds thereof, he stated that Matix

Fertilizers & Chemicals Limited had applied to India Infrastructure
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Finance Company (UK) Limited (IIFC) for USD 85 Million which has
been sanctioned by IIFC vide ECB Facility Agreement dated 29-09-
2012. As per the terms of IIFC sanction, the disbursement of ECB
loan to Matix Fertilizers & Chemicals Limited was to be made to the
ultimate supplier of capital goods in terms of Reserve Bank of India’s
letter FED.CO.ECBD.No.14509/03.02.766/2012-13 dated January
17, 2013 addressed to IDBI Bank.

He was asked to confirm if IIFC (ECB sanctioning authority), had
directly made payment/transferred the ECB sanctioned amount to
the sub-contractor’s bank account i.e. GSF’s bank account in
accordance with RBI permission or not without involving EPIL’s bank
in which the concerned documents were received/were to be received.
He was asked to submit documentary evidence in support of his say.
He confirmed that IIFC (ECB sanctioning authority) had not directly
made payment/transferred the ECB sanctioned amount to the sub-
contractor’s bank account viz. GSF’s bank because EPIL’s document
handling Bank, on EPIL’s request had raised a demand note to IIFC
for remitting the amount to Corporation Bank’s Nostro Account for
onward remittance to GSF’s bank Account with AXIS Bank at DIFC in
Dubai.

In the backdrop of his answer that payment of the ECB funds had not
been made directly to GSF’s bank, he was questioned if he felt/
considered that such mode of payment was in compliance of the
terms and conditions of RBI sanction for direct payment of ECB
funds. He stated that in his view, the payment was in compliance of
terms and conditions of RBI sanction as the funds were never received
in an account in respect of which EPIL could have exercised its
discretion regarding mode and manner of its utilisation.

He was asked if Corporation Bank was the only bank which was
utilised for import transactions involving remittances to be made
utilising ECB funds. He was asked to name such other banks and
questioned as to why such other banks including Corporation Bank
had acted on behalf of or on the basis of instructions given by EPIL.
He stated that besides Corporation Bank, other banks like Union
Bank of India had also acted as the import document handling banks
on the basis of EPIL’s instructions.

He was asked to confirm if the instructions issued by EPIL to

Corporation Bank or Union Bank against various import documents
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received by those banks expressly stated that such payments out of
the ECB funds were specifically meant for the TT portion of invoice
value of GSF’s invoices received in the banks. He confirmed that
instructions issued by EPIL to Corporation Bank or Union Bank
against various import documents received by those banks did not
expressly state that such payments out of ECB funds were specifically
for the TT portion of invoice value of GSF’s invoices received in the
banks.

On being asked if the contract between EPIL and GSF, i.e. EPIL-GSZ-
02/2010 dated 23-08-2010 provided any contractual obligations for
payment to be made to GSF solely through LC mode and to indicate
specific clauses in the Contract, he stated that Article 25 of the
Contract EPIL-GSZ-02/2010 dated 23-08-2010 read with Schedule 6
thereof dealt with mode of payment. He further explained that the
mode of payment for Advance Payment of 20% of the contract price
had not been indicated. Mode of payment for the balance 80% of the
Contract Price was to be made through Letter of Credit mode as
stipulated in the said article.

On being asked to state reasons for remittances made by EPIL to GSF
through TT mode which were in clear cut violation of contractual
obligations covered by Contract No. EPIL-GSZ-02/2010 dated 23-08-
2010 for Offshore Supply, he was unable to offer any explanation.

He was asked if Matix Fertilizers & Chemicals Limited had given any
project evaluation report to EPIL for valuation of the Offshore Supply
Component of the Project before finalising the Offshore Supply
Contract having Contract Price of Rs. 1800 crores. In case no such
report was given by Matix Fertilizers & Chemicals Limited to EPIL, he
was asked to confirm if the contract price was decided solely by EPIL
and accepted by Matix Fertilizers & Chemicals Limited. In response,
he stated that he was unable to provide answers to the said question
and he would provide documents/information by 27-02-2015. He also
added that if he did not furnish any information/documents by 27-
02-2015, it may be construed that he had no say in this regard.

He was asked whether it was a turnkey project awarded to EPIL by
Matix Fertilizers & Chemicals Limited. He was also asked to state the
point of handing over/transfer of the EPC project to the owners i.e.
Matix Fertilizers & Chemicals Limited as per contractual obligations

under the three contracts referred above. He reiterated his say in his
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statement dated 25-02-2015 stating that there were three contracts
between EPIL & Matix Fertilizers & Chemicals limited involving
engineering, procurement and construction. As regards the point of
handing over/transfer of the EPC project to Matix Fertilizers &
Chemicals Limited, while the imported equipments had been
transferred/sold as & when received, complete handover of the Project
would be upon completion of the Project as per satisfaction of the
contracting parties.

xi) In view of his answer, he was asked whether the offshore equipment
originally imported by EPIL was handed over to Matix Fertilizers &
Chemicals Limited on outright sale basis and whether it has been
received back by EPIL from Matix to be used for erection and
commissiohing purposes under Engineering & Construction Contract
between EPIL & Matix Fertilizers & Chemicals Limited. He stated that
the Offshore equipment originally imported by EPIL transferred/sold
to Matix Fertilizers & Chemicals Limited had been handed back to
them (EPIL) by Matix Fertilizers & Chemicals Limited for erection &
construction purposes.

xii) On being asked to provide the estimated value-wise content of
proprietary equipments of foreign origin imported by EPIL from GSF
and utilised in setting up of the Fertilizer Plant for Matix Fertilizers
and Chemicals Limited, he was unable to provide the details. He,
however undertock to furnish the details by 27-02-2015.

xiil)  On specific request, he submitted details of directorship of Mr. Alwyn
Bowden who was presently the Managing Director of EPIL.

26.2.3 Before analysing depositions made by Shri Shailesh Sawa, CFO, of
EPIL it is necessary to understand the following few aspects regarding EPIL’s
contract with GSF. The Contract between EPIL and GSF i.e. EPIL-GSZ-
02/2010 dated 23-08-2010 was entered into for supply of Offshore Equipment
to be supplied by GSF to EPIL. EPIL, acting as an Engineering, Procurement
and Construction (EPC) contractor for M/s Matix Fertilizers and Chemicals
Limited, Panagarh, West Bengal (‘Matix’ —for short) was entrusted with the
work of setting up the Fertilizer Complex in Panagarh, West Bengal for
production of ammonia and urea. EPIL had entered into the following three

contracts with Matix:-
a) Offshore Supply Contract — Rs. 1800 crores (EPIL/Matix/0002 dated

20-08-2010) (RUD-98)
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b) Onshore Supply Contract — Rs. 765 crores
c) Engineering & Construction Contract — Rs. 635 crores

It appears that in order to fulfil its obligations under the Offshore Supply
Contract with Matix, it had entered into Contract No. EPIL-GSZ-02/2010 dated
23-08-2010 with GSF for a consideration of USD 290 Million. From a holistic
understanding of the purposes of the various contracts, it appears that EPIL
after importing goods invoiced by GSF were to sell these to Matix Fertilizers
and Chemicals Limited under the Offshore Supply Contract. Apparently, no
direct imports from GSF were to be made by Matix as this was EPIL’s obligation
and consequently no outward remittances were to be made by Matix. The
Contracts at (a) between EPIL and Matix and Contract No. EPIL-GSZ-02/2010
dated 23-08-2010 between EPIL and GSF are relevant to understand the

implications of deposition made by Shri Shailesh Sawa, CFO’s statement.

26.2.4 From the deposition made by Shri Shailesh Sawa in his two
statements dated 25-02-2015 and 26-02-2015, the following aspects appear to

emerge :

(i)  Matix had no contractual obligation to make direct remittance to GSF

under its Contract no. EPIL/Matix/ 0002 dated 20-08-2010 with EPIL.

(1) Imported equipment were to be supplied by EPIL to Matix at project
site inclulsive of all costs and service as per Contract no.
EPIL/Matix/0002 dated 20-08-2010 i.e. Offshore Supply Contract
between Matix and EPIL which was in the Rupee currency and had

consideration of Rs. 1800 crores.

(iif) Matix had not placed any direct orders on GSF for supply of the
imported equipments for the project being set up by EPIL on EPC basis
under the three contracts. Therefore, they were not required to make

any outward remittance of foreign exchange to GSF.

(iv) Yet, Matix had opened Letters of Credit favouring GSF in foreign
currency to the tune of USD 10 Million and themselves filed bill of
entry for import of one consignment invoiced by GSF on high sea-sale
basis which was originally covered for supply under the contract

between EPIL & GSF. EPIL had filed bills of entry in remaining cases.

(v)  He had no valid reasons to offer for (iv) above.
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(vi Direct remittances by Matix to GSF (without being covered by any
contractual obligations) were accounted for against the Offshore
Contract EPIL-GSZ-02/2010 dated 23-08-2010 between EPIL and
GSF.

(vii) Matix had made outward remittances to GSF through TT mode against
the import of goods by EPIL under Offshore Contract EPIL-GSZ-
02/2010 dated 23-08-2010 between EPIL and GSF.

(viil)) Matix had obtained a loan of USD 85 Million from India Infrastructure
Finance Company (UK) Limited (IIFC) under External Commercial
Borrowing (ECB) route which was sanctioned to them under ECB

facility agreement dated 29-09-2012.

(ix) Proceeds of the ECB loan amount were required to be disbursed

directly to GSF as per IIFC’s sanction letter read with RBI’s approval.

(x) ECB proceeds had not been disbursed directly to GSF. The amount
was first remitted to Corporatation Bank’s Nostro Account for onward
remittance to GSF’s bank account with Axis Bank, Dubai at the behest
of EPIL through TT mode.

(xi) Corporation Bank and Union bank of India, LC opening banks for EPIL
which handled import documents on behalf of EPIL for remitting the
LC portion of GSF invoice values, were the same banks which had also
been utilised for remitting the TT portion of GSF’s invoice-value

utilising ECB funds.

(xi1) As per Article 25 read with Schedule 6 of Contract No. EPIL-GSZ-
02/2010 dated 23-08-2010 between EPIL & GSF, LC mode has been
stipulated as the mode of payment for only 80% of the Contract price.
Mode of payment for Advance payment of 20% of the Contract price

has not been stipulated.

(xii) He had no explanation to offer regarding payments made by EPIL to
GSF through TT by utilising ECB funds when such TT payments were

not covered by any contractual provisions.

(xiv) Offshore Contract Price of Rs. 1800 crores between Matix and EPIL,

appears to have been decided solely by EPIL and accepted by Matix

Chemicals and Fertilizers Limited. F oS
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(xv) In relation to the three contracts between EPIL and Matix listed above,
collectively representing EPC contracts, the point of handing
over/transfer of the complete project to Matix is upon completion of
the project as per satisfaction of both the contracting parties i.e. Matix

and EPIL.

(xvi) Regarding, handing over/transfer of equipments imported for the
project by EPIL from GSF, though EPIL has claimed that the
equipments were transferred/sold as and when received, they have
themselves contradicted their say in admitting in the same breath that
the equipment sold/transferred by EPIL to Matix as and when received
was required to be handed back to EPIL (the EPC contractor) by Matix
for erection and construction purposes for discharging its obligations
under the Engineering & Construction Contract. This is imperative

otherwise the project could not have been completed.

26.2.5 The discussions as above, appear to indicate a commonality of
interest between EPIL and Matix. It appears that Matix, before entering into the
Offshore Supply Contract No. EPIL/Matix/0002 dated 20-08-2010 worth Rs.
1800 crores with EPIL for supply of imported equipments, on their part had not
done any project evaluation to ascertain veracity of the contract consideration.
Normal commercial prudence and due diligence would require that any entity
awarding a large contract/ project of the magnitude as awarded by Matix, to
independently carry out a project evaluation to determine the costs to be
incurred on account of imported supplies, before awarding such a contract.
However, from the statement of Shri Shailesh Sawa, it appears that Matix had

not done so.

26.2.6 It is not in dispute that imported goods to be supplied by EPIL to
Matix under the Offshore Supply Contract EPIL/Matix/0002 dated 20-08-2010
worth Rs. 1800 were in turn to be sourced by EPIL from GSF under the
Contract No. EPIL-GSZ-02/2010 dated 23-08-2010 having consideration of
USD 290 Million. Being back-to-back in nature, it is also obvious that the
consideration amount of Rs. 1800 crores arrived at by EPIL for the purpose of
its contract with Matix was in turn based on the consideration of USD 290
Million (contract between EPIL & GSF) that EPIL was required to remit to GSF

on execution of supplies and it is inclusive of EPIL’s profit margin.
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26.2.7 From the investigation and scrutiny of documents, it appears that
in the import of goods by EPIL on invoices of GSF, the invoices raised by GSF
show substantially higher value than the back-to-back OEM-invoices, as
available, for large number of consignments imported by EPIL. The extent of
value inflation appears to be as high as 100%. It also appears that Matix has
clearly involved itself in the import transaction by making direct remittances

for imports on behalf of EPIL.

26.2.8 It further appears that had Matix done an independent appraisal,
they would have known that the contract price of Rs. 1800 crores was on
higher side and the consideration is not based on the actual price of the goods.
The fact that they decided to agree for the consideration of Rs. 1800 crores and
proceeded to sign the contract with EPIL (which is based on inflated contract
price between GSF & EPIL ) only appears to indicate their willing participation

in over-valuation.

26.2.9 Further, as per Contract No. EPIL/Matix/0002 dated 20-08-2010
between Matix and EPIL, remittances were to be made to EPIL in Rupee terms
as per contractual provisions. However, by opening an LC in foreign currency
favouring GSF, they proceeded to make direct remittances to GSF towards
goods covered for supply under the Contract No. EPIL-GSZ-02/2010 dated 23-
08-2010 between EPIL & GSF. They also permitted ECB funds to the tune of
USD 85 Million sanctioned to them to be utilised to fund import remittances for
EPIL & on behalf of EPIL by having EPIL arrange to make outward remittances
from to time to GSF using the ECB funds. It appears that these acts on the
part of Matix were not covered by any contractual provisions as Matix was not
a signatory to the aforesaid contract between EPIL & GSF and had no locus-

standi to act in the manner it did.

26.2.10 EPIL on its part also did not appear to have objected to these
actions on the part of Matix and appeared to have willingly obliged in
permitting Matix to act in the manner it did without any locus-standi. That
outward remittances made to GSF utilising the ECB funds for remittance
purposes towards value of the goods invoiced by GSF under the Offshore
Supply Contract No. EPIL-GSZ-02/2010 dated 23-08-2010 between EPIL &
GSF were entirely made through TT mode appears to indicate that relevant
contractual terms and conditions governing mode of remittances (Article 25
read with Schedule 6) had been violated. It appears that by and large, the TT
portion of the invoice value represented the extent of overinvoicing by GSF in

the respective invoices.
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26.2.11 Open source information further reveals that coal bed methane,
(one of the raw materials required for manufacture of fertiliser) essential for
production of fertilizer at Matix fertilizer plant at Durgapur was being supplied
by Essar Oil Limited from its field at Raniganj in Bengal. The minimum price of
coal bed methane has been fixed by the Government of India for the purpose of
Royalty payment in lieu of allotment of coal bed to Essar Oil Limited for
production of Methane. The said minimum price for royalty purpose could be
easily varied by Essar il Limited in favour of Matix. The relationship between
the Essar Group and Matix is not limited to the instant EPC contract between
EPIL & Matix but is a continuing one in terms of the methane supply to the
Matix Project thereby possibly allowing adjustment of excess amount (due to
overvaluation) paid by Matix to EPIL/GSF in long term and also reducing the
quantum of royalty payment to the Government of India in terms of low value
fixation of Methane supply price vis-a-vis existing competitive price.
Interestingly, Matix Fertilizer appears to have been promoted by Shri Nishant
Kanodia (husband of Smiti Ruia/Kanodia) son-in-law of Shri Ravi Ruia, one of

the promoters of the Essar Group.

26.3 Statement of Shri K.V.B. Reddy, Chief Operating Officer of Essar
Power Limited was recorded under Section 108 of the Customs Act, 1962 on
27-02-2015 (RUD-99) in the context of import of goods by its subsidiaries
EPGL and EPMPL from GSF.

26.3.1 In his statement, he deposed, inter-alia, as under :

i) He joined the Essar Group in their group company i.e. M/s Essar
Construction Limited (ECL) in the year 1995 at Hazira as Deputy
General Manager. In the year 1998, he was transferred to Essar
Power Limited (EPL) as Joint General Manager at Hazira itself; that in
the year 2001, he was transferred to Essar Steel Limited at Hazira as
General Manager and continued to work till March 2009; that he was
transferred back to EPL as Associate Director in the year 2009 itself;
that he was elevated to the position of Chief Operating Officer
sometime in the year 2011; that as COO, he was overall responsible
for completion of various projects being set up by Essar Group
entities in the power sector; that during his tenure with EPL, he had

handled work associated with power projects being set up by Essar

Power Gujarat Ltd. (EPGL) at Salaya in Gujarat, by Essar Power MP
Ltd. (EPMPL) at Mahan in Madhya Pradesh & by Essar Power
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projects were thermal coal based power projects with capacity of 2 x
600 MW each; that apart from these, he was also associated with the
500 & 515 MW gas based power projects at Hazira, the 270 MW coal
fired plant at Hazira, 120 MW coal fired plant at Paradeep and 500
MW coal fired plant at Vadinar; that he was also responsible for
operations of these power plants; that he had general working
knowledge of Customs rules and regulations relating to import of
equipments and machinery; that he was assisted by support staff
who advised him on various matters relating to imports.

On being asked about the power projects set up at Salaya and
Mahan, he stated that EPGL and EPMPL had entered into Offshore
Supply Contracts dated 24-8-2007 for equipments and machinery
i.e. Boiler-Turbine-Generator & auxiliaries with GSF, one each for
EPGL and EPMPL; that by and large, import of goods invoiced by
GSF covered by each of the two contracts dated 24-08-2007 had
been completed; that the two units of the Salaya Power plant (each
unit of 600 MW) had been commissioned one each in the year 2012
and 2013; that one of the two units (each unit of 600 MW) of the
Mahan Power Plant had been commissioned in 2013 and the other
was ready for commissioning.

During the course of his statement, two tabulated charts running into
23 and 21 pages were shown to him. Entries in the two charts
contained particulars of 222 and 226 consignments imported by
EPGL and EPMPL, respectively, on the strength of GSF invoices, listed
on the basis of information furnished by EPGL/EPMPL to DRI from
time to time. The names of the OEMs/Actual Suppliers as indicated in
Column 8 of each of the tabulated charts is based on the Bills of
Lading pertaining to the shipments and other documentary evidences
obtained during investigation. Based on documentary evidence in the
nature of OEM invoices, FBCS, GSF request letters to Banks for
outward remittances to OEMs & related SWIFT messages of the
concerned bank, pertaining to back-to-back transactions between
GSF & various OEMs for these 226 and 226 consignments pertaining
to EPGL & EPMPL, respectively, the OEM invoice price had been
worked out and shown in the last column i.e. no. 12 of each of the
two Chart under the head ‘Invoice Value/Derived Value’. Column 9 in
each of the Charts provides in brief the description of the documents

and the mode and manner in which the OEM price (Column 12) in
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each of the charts has been derived. Shri K.V.B.Reddy, COO, was
shown each of the two tabulated charts running into 23 and 21 pages
pertaining to EPGL and EPMPL, respectively. He was also shown
copies of the documents referred to in Column 9 of each of the two
charts. On being asked to examine the entries in the tabulated charts
with reference to documents which were shown to him, he proceeded
to peruse the entries with reference to the documents and endorsed
his signatures on each page of the documents shown to him as well as
on each page of the tabulated chart in token of having perused the
entries with reference to the documents shown to him.

On being asked specifically, he confirmed that the Bill of Entry-wise
assessable value provided by representatives of EPGL and EPMPL
were as per the assessed copy of relevant Bills of Entry filed with
Customs.

On being specifically asked he also confirmed that that information
provided from time to time by EPGL and EPMPL to the DRI regarding
remittances made by EPGL & EPMPL to GSF towards import of the
goods under the two Contracts dated 24-08-2007 between EPGL-GSF
and EPMPL-GSF was complete and correct in terms of quantum of
remittances effected till date.

On being asked to confirm if all outward remittances made through
Telegraphic Transfers (TTs) mode against invoices raised by GSF on
EPGL/EPMPL under the two contracts between EPGL-GSF and
EPMPL-GSF, including advance payments, if any, were made to
specific banks nominated by GSF as per instructions of GSF and not
suo-moto to any other bank account of GSF without the instruction of
GSF, he stated that there were only few instances where there were
instructions from GSF for outward remittances under Telegraphic
Transfers (TTs) mode for invoices raised by GSF on EPGL and EPMPL
and that in majority of cases, remittances made by EPGL/EPMPL to
GSF’s banks overseas through TT mode against invoices raised by
GSF were without specific instructions from GSF.

He was asked to explain the basis of EPGL/EPMPL making such
outward remittances to GSF’s banks without GSF’s instructions
under TT mode against invoices issued by GSF. He was also asked to
provide names of all such overseas banks where outward remittances
were made through TT mode. He responded by stating that he was

unable to produce the written instructions of GSF. He named
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Standard Chartered Private Bank, London; Abu Dhabi Commercial
Bank, Dubai; Indian Overseas Bank, Hong Kong; and Axis Bank,
DIFC Dubai as the banks to whom remittances where made through
TT mode.

On being asked if EPGL and EPMPL have received any drawings and
designs for the Salaya and the Mahan Power projects from GSF
directly and not from Original Equipment Manufacturers/Actual
suppliers, who had shipped goods to India, as per contractual
obligations in the two contracts dated 24-08-2007 between
EPGL/EPMPL & GSF he confirmed that EPGL and EPMPL had not
received any drawings and designs from GSF directly as per
contractual obligations in the two contracts dated 24-08-2007
between EPGL/EPMPL & GSF.

He was further asked if EPGL and EPMPL had received any drawings
and designs from OEMs/actual suppliers through GSF alongwith
shipment of equipments, specifically mentioning the description of
one of the items in GSF’s invoice as ‘Drawings & Designs’ or in the
corresponding packing lists issued by GSF or OEMs/actual suppliers,
as the case may be. He stated in response that EPGL and EPMPL had
not received any drawings and designs from OEMs/actual suppliers
through GSF alongwith shipment of equipments specifically
mentioning the description of one of the items as ‘Drawings &
Designs’ in GSF’s invoices or in the packing lists issued by GSF or
OEMs/actual suppliers. However he added that wherever necessary,
drawings and designs of the equipment have been received with the
shipment of equipments without the same (drawings & designs) being
specifically mentioned in the invoices/packing list covering supply of
such goods.

He was asked to state how many ‘Generator Stators’ had been
actually received in India in case of projects being implemented by
EPGL and EPMPL as per original contractual obligations cast under
the two contracts dated 24-08-2007 between EPGL/EPMP and GSF &
amendments thereof ? He was also asked to state if full payments
with regard to ‘Generator Stators’ received by EPGL/EPMPL had been
made to GSF or not ? He stated that four Generator Stators had been
physically received, two each at Salaya and Mahan, being
implemented by EPGL and EPMPL and full payments towards value
thereof had been made to GSF as per the contracts dated 24-08-2007.

Sy
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He was asked if any other payments had been made or any amounts
was payable to GSF with regard to ‘Generator Stator’ received in India
for the said two projects, outside the scope and purview of the two
original contracts dated 24-08-2007 read with amendments thereof
and if so, why such payments had been made ? He stated that the
contractual terms as per the two contracts dated 24-08-2007 read
with amendments thereof were FOB and one Generator Stator in case
of EPGL shipment got damaged after crossing the ships rail at
Chinese port, hence due to terms of shipment being FOB, it was
deemed to be received by EPGL. EPGL has lodged the damage claim
with the insurance company. However, GSF has been paid approx.
US$ 2.4 million out of total cost of US$ 5.86 million covered as
consideration under a separate contract between EPGL & GSF.

On Dbeing asked to state the specific date and event of
termination/completion of Contractual Obligations as per contractual
provisions of two original contracts dated 24-08-2007, read with
amendments thereof, between GSF and EPGL/EPMPL, he stated that
for Unit Completion, the specific date/period stipulated as per the two
contracts dated 24-08-2007, read with amendments thereof, was 24
months from the effective date and for essential spares, it was two
years after the completion of the facility.

On being asked to indicate specific clauses/articles in each of the two
contracts dated 24-08-2007 & amendments thereof between
EPGL/EPMPL & GSF, which provide mode of payment to GSF in
Letters of Credit (LC) as well as Telegraphic Transfer (TT) mode each of
the two contracts, he replied stating that Article 26, Clause No. 26.7
in each of two original contracts dated 24-08-2007-one each for
Salaya and Mahan- provided for mode of payment to GSF solely
through LC mode and not through TT mode.

He was asked to state if GSF as per contractual obligations in its
contracts dated 24-08-2007 with EPGL/EPMPL read with
amendments thereof, was obligated to conduct the Reliability Run,
Performance Tests and commissioning of the said power plants at
Salaya and Mahan and if not GSF, who was responsible for Reliability
Run, Performance Tests & commissioning of the equipments invoiced
by GSF ? He stated that GSF was not contractually obligated to

conduct the Reliability Run, Performance Tests and commissioning of
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contracts dated 24-08-2007. The responsibility of conducting the
Reliability Run, Performance Tests & commissioning of the
equipments invoiced by GSF was with the owners i.e. EPGL and
EPMPL.

He was asked if the OEMs/actual suppliers for BTG & auxiliaries had
performed Reliability Run, Performance Tests & commissioning of the
equipments invoiced by GSF for both the power plants at Salaya and
Mahan directly or indirectly, in the backdrop of his response that it
was not the responsibility/obligation of GSF in terms of the two
contracts between EPGL/EPMPL and GSF ? He was also asked about
the charges paid to them by EPGL and EPMPL. He stated that the
OEMs/actual suppliers for BTG & auxiliaries had supervised the
Reliability Run, Performance Tests & commissioning of the
equipments invoiced by GSF for both the power plants at Salaya and
Mahan, the scope of which was included in Onshore Service Contract
between EPIL and EPGL/EPMPL.

On being specifically asked if EPGL and EPMPL, as importer of goods
invoiced by GSF, had declared ‘GSF’ as a related entity to the
Customs Authorities at the time of filing bills of entry for clearance of
the imported goods, he stated that GSF had not been declared as
related entity.

On being asked regarding the holding structure of EPGL and EPMPL,
he undertook to submit the same on 02-03-2015, i.e. holding
structure of the two companies with effect from 01-01-2007 onwards
till date including changes in the structure as and when they were

made.

From the deposition of Shri K.V.B. Reddy, it appears, inter-alia,

In the case of power sector entities of the Essar Group i.e.
EPGL/EPMPL also, (as was case with EOL), they had made outward
remittances to GSF through TT mode towards GSF invoices raised on
either of them under the two contracts dated 24-08-2007 between GSF
& EPGL/EPMPL, suo-moto to certain bank account of GSF without
specific instructions from GSF. This was a practice common to
majority of the import consignments as has been categorically
admitted by him in his statement. On being asked to explain the basis

for EPGL/EPMPL making such outward remittances to GSF without

their specific instructions to a specific bank account, he was unable to_
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produce any written instructions of GSF which implies that he had no
valid explanation to offer for acts of EPGL/EPMPL. He named these
banks as Standard Chartered Private Bank, London; Abu Dhabi
Commercial Bank, Dubai; Indian Overseas Bank, Hong Kong; and Axis
Bank, DIFC Dubai.

The scope of both the contracts dated 24-08-2007 between GSF and
EPGL/EPMPL, inter-alia, comprised design & engineering,
manufacture of complete BTG package and their auxiliaries for each of
two power projects being set up at Salaya and Mahan. On being
questioned specifically on this aspect, he admitted that neither had
they received any drawings and designs from GSF as per contractual
obligations under the two contracts dated 24-08-2007 nor had GSF
raised any invoices showing the description of goods as ‘drawing and
designs’ as one of items in their invoice. It is on record that GSF had
themselves entrusted the responsibility of, inter-alia, Design,
Engineering & manufacture of the BTG equipments on HPECL, the
actual manufacturer, for shipment of goods to both the power projects
of Salaya and Mahan.

Four ‘Generator Stators’, were required for power projects being set up
by EPGL and EPMPL, i.e. both EPGL and EPMPL required two
generator stators each. The cost of these was included in the Contract
Value of USD 530 Million and USD 510 Million of the contracts
between GSF-EPGL and GSF-EPMPL, respectively. One of the four
generator stators, got damaged after crossing ship’s rails at the
Chinese port and, therefore, due to the terms of shipment being FOB,
it was deemed to have been received by EPGL and payment had to
made to GSF towards the damaged Generator Stator which was not
shipped. A fresh Generator Stator invoiced by GSF was subsequently
imported for the project. EPGL/EPMPL had during investigation made
certain submission justififying the value inflation by GSF in its
invoices as fair and reasonable. It appears that in one of their letters
dated 08-07-2014, the cost price worked out by GSF to arrive at the
margin of profit included the cost of the fifth ‘generator stator’ on the
basis of distinct Purchase Order placed by GSF on HPECL. This
appears to have been wrongly done as discussed in paragraph 27
below.

Investigation has revealed that a number of invoices raised by GSF

contained a split of the invoice value into (i) amount claimed under LC

Page 191 of 247



SCN No. DRI/MZU/CI-11/2013-14

(i) amount claimed under TT. Records reveal that both EPGL and
EPMPL had made remittances to GSF through TT mode also. On being
asked to show the contractual provisions which stipulate payment by
TT mode, he pointed out Article 26, Clause No. 26.7 as per which
payment was to be made solely through the LC mode. It appears that
TT payment which has a clear nexus with extent of over-valuation (as
discussed elsewhere) was contrary to contract terms.

v)  That contractually, GSF had no role or responsibility towards
conducting Reliability Run, Performance Tests and commissioning of
the equipments imported by EPGL/EPMPL, though they were supplier
on record having raised invoices on EPGL/EPMPL for these
equipments and this responsibility was with the respective importers
i.e. EPGL and EPMPL. On being specifically asked, he admitted that
the concerned OEMs/actual suppliers of BTG and its auxiliaries had
supervised the conduction of Reliability Run, Performance Tests and
commissioning of the equipments invoiced by GSF. This corroborates
discussions as at para 24.3.13 and 24.3.14 above.

vi) Though, GSF was an entity related to the Essar Group right from
initial stages of its incorporation, the Essar Group entities failed to
declare it as an related entity at the time of filing bills of entry for
clearance of goods invoiced by GSF from time to time. This is

corroborated by the categoric admission of Shri K.V.B. Reddy.

27.0 ESSAR GROUP’S SUBMISSIONS DURING INVESTIGATION
SEEKING TO JUSTIFY VALUE INFLATION BY GSF IN POWER
PROJECT SUPPLIES (RUD-100)

27.1 During investigation, the Essar Group through their submissions

vide the following five letters attempted to justify the value inflation by GSF as

reasonable and fair. These submissions have been made by them only in

respect of three firms (out of four covered in this SCN) i.e. EPGL, EPMPL and

EOL where value inflation appears to be about 30% to 35% but not in respect

of EPIL where the value inflation appears to be about 100%.

27.2 Submissions regarding imports in the name of EPGL & EPMPL

(i) Letter Ref. No. EPGL/DRI/GS/03 dated 08-07-2014 on the letter
head of EPGL

Iy
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(1) Letter dated 16-07-2014 on the letter head of Essar Power
Limited

(111)) Two Letters dated 17-07-2014 as follows :-
a. EPGL’s letter Ref.No. EPGL/DRI/GS/04 dated 17-07-2014

b. EPMPL’s letter Ref.No. EPMPL/DRI/GS/04 dated 17-07-
2014

(iv) Letter dated 04-03-2015 on the letter head of Essar Power
Limited

27.3 These submissions can be summarised as under :-

i)  EPGL had awarded the equipment supply contract to GSF on the basis
of a lump sum price, which was reasonable and competitive
considering the industry standards and that the overall project cost
was examined by engineering consultants of repute like TEC

Consulting Engineers Limited & Mott Macdonald.

1) The concerned engineering consultants had prepared the detailed
Project Report and Financial Appraisal Report after studying all

aspects of the project;

iii) The lenders to the project had obtained similar price reasonableness
certificates from their own engineering consultants and have confirmed

reasonableness of contract price for supply of the imported equipment.

iv) The power project of EPGL was registered under Project Import
Regulations after obtaining certification from Ministry of Energy &

Petro Chemicals, Govt. of Gujarat.

v) Essar Group ceased to have control over GSF after March 2009. Upto
February 2009, GSF was a subsidiary of EPL, a company registered
under the laws of the UAE. In March 2009, SHL, a company
incorporated under the laws of Cyprus, acquired 75% equity interest in
GSF. SHL 1s owned by EEMF, a Fund based in the Netherlands.
Subsequently, EPL sold it balance equity interest in GSF to SHL.
Hence, EPL or any of the Essar entities do not hold any direct or

indirect stake in GSF.

NOTE :- The above contention is misleading as shares could not have been transferred as the

were pledged to bank, as analysed in para 25, of this SCN .
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They had written to GSF seeking information regarding their cost of
goods invoiced to EPGL/EPMPL. After lot of persuasion and as a
special case, GSF has provided them with a statement duly certified by
their Statutory Auditor M/s BDO Chartered Accountants & Advisors,
Dubai (for short-BDO). As per workings provided by BDO, the profit
earned by GSF out of the invoices raised on EPGL and EPMPL was
11.28% and 9.68%, respectively.

vii) That based on the above figures of margins earned by GSF, it ought to

be taken into account that the companies had given the lump sum

price contract to GSF at a competitive price.

viii) They finally requested that investigations should be brought to a

27.4

logical conclusion.
Submissions regarding imports in the name of EOL

Vide letter dated 03-03-2015 on the letter head of Essar Oil Limited, it

has been stated, inter-alia, that:-

The reasonableness of the overall project cost of EOL was examined by
established engineering consultants with long standing expertise such as
M/s Engineers India Ltd. (a leading public sector engineering and
consultancy company). M/s Jacobs Consultancy etc., who are experts in
refineries. The engineering consultant studied all aspects of the project
and project parameters including the nature and size of the project,
location of the project, projection completion schedule, manpower
requirements, cost of equipments (both local and imported) and have

prepared Project Feasibility Report.

Their lead Banker, M /s ICICI, while appraising their expansion of setting
up of Refinery cost, compared all cost (per barrel per complexity cost)
with other Indian pioneer refineries and they found their cost was quite

competitive amongst refinery projects in India.

That the prices negotiated by EOL were fair and objective. They
submitted that it may not be appropriate to compare the purchase price
of individual equipment by GSF to evaluate reasonableness of the price
but the cost of the entire project should be combined and taken together

to conclude that the project cost is competitive and reasonable.
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Though in the normal course, such submissions need not be

adverted to during investigation, however, in the interest of just and fair

investigation, the said submissions have been examined and it appears that

the said submissions are contrary to facts and intended to mislead

investigation, as discussed hereunder:

(i)

(i1)

(i)

(vii)

(viii)

As has been discussed elsewhere in this Show Cause Notice, GSF was
an entity of Essar Group. By their own admission, GSF was a related
party at the time of signing of contracts between GSF and various
entities of the Essar Group. Even after 2009, they continued to be

related as discussed in para 25 above.

Interestingly, it is not GSF but Essar Group who have sought to
defend GSF, which only confirms the umpbilical link.

GSF appears to be related to the Essar Group companies, particularly
the ones covered under this Notice. Even the officials of the
companies under investigation have categorically admitted as above

that GSF was a related person upto and including 22-03-2009.

Further, the investigatee companies have suppressed the relationship

in their declarations at the time of import.

The investigatee companies have also failed to submit invoices of

manufacturers or producers, inspite of repeated reminders.

The value of the imported goods is required to be determined in terms
of the provisions of Section 14 read with the CVR2007 and in the
instant case the value seems to be arbitrarily inflated, by a related
intermediary entity who apparently did nothing except invoice

inflating.

Under the Rules, the value declared as Transaction Value can be
accepted provided that the examination of the circumstances of the
sale of the imported goods indicate that the relationship did not
influence the price. In the instant case it appears that the relationship

has influenced the price.

During investigation, they were asked to submit invoices of the
manufacturers or producers of the imported goods (OEM invoices),
since the intermediary invoicing agent, GSF were not the

manufacturer or producer of the impugned goods. The goods were

e TILIINT
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directly shipped to India, and only invoices were routed through GSF,
who have apparently inflated the value substantially. Thus, asking for
OEM invoices to verify the actual valuation was in line with the
provisions of Rule 11 of the CVR, 2007. Instead of submitting such
invoices, except the six sets obtained by the officers during their visit
to Essar Group headquarters on 01-10-2013 (para 3 above refers),
they have resorted to obtaining the purported cost calculations of the
intermediary invoicing agent which is not provided for in the CVR,
2007 that too without furnishing the relevant asked for basic
documents (OEM invoices), which appears to be mis-leading. The said
summary statements appear to be solicited documentation, created to
suit their purpose. Non-submission of OEM invoices by GSF inspite of

repeated requisition only underscores the above inference.

Further, the extent of over-valuation as estimated on the basis of
available OEM invoices and other documents received from banks
which is on an average 30% to 35% in case of EPGL and EPMPL as
against their estimation of 11.28% and 9.68% respectively.

Without prejudice to the above, even the submissions regarding the so
called cost/Margin of Profit of GSF appears to be solicited for coverup

and factually incorrect inasmuch as:-

a) While working out the aggregate cost of BTG supplies for arriving
at the margin of profit, they have included the consideration of
USD 17,000,000 each (for Salaya and Mahan Power Projects)
regarding Purchase Orders placed on 24-02-2013 & 25-02-2013,
respectively, with HPECL for supply of five years essential spares
for BTG package. However, it appears that supply of essential
spares for a period of five years after the date of completion of the
facility and consideration thereof was already covered under both
the Original Contracts dated 21-10-2007 between GSF and
HPECL, for the Salaya and Mahan Power Projects as is evident
from the definition of ‘Essential Spares’ given at Article 1 in each of
the two Agreements. Therefore, execution of two new contracts for
the same scope of supply not only appears to be illogical but is also
mis-leading. It appears that this cost has been factored only to

inflate cost and reduce the margin of profit.
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b) It further appears that while working out the aggregate cost price
of BTG supplies for arriving at the margin of profit for Salaya
Power Project, they have included cost of one extra Generator
Stator. Investigation reveals that one of the two Generator Stators
was damaged while on board the vessel at Chinese port and the
loss was on account of EPGL. However, it appears that EPGL have
claimed insurance for the loss and in any case, for calculation of
cost and profit margin, cost of only required number of generator
stators i.e. only two for the project, which were mentioned in the
Contracts also, can be included. Therefore, it appears that they
have mischeviously factored cost of the lost Generator Stator i.e.

USD 5,865,102 to inflate cost and reduce the margin of profit.

x1i) Last but not the least, the singular thrust of the submissions that the
price negotiated with GSF is fair, objective and at arm’s length,
appears to be mis-leading, as it was not an open competitive
tendering, but rather an inhouse affair. As discussed elsewhere in this
notice, GSF appears to be an entity created for acting as an
intermediary invoicing agent for value inflation, the scale and extent

of which defies commercial prudence and due diligence.

28.0 REJECTION OF DECLARED VALUE AND RE-DETERMINATION OF
ASSESSABLE VALUE

28.1 As mentioned earlier in this Notice, information regarding bill of
entry-wise import of goods on the strength of GSF’s invoices by each of the four
Essar Group entities i.e. EPGL, EPMPL, EOL & EPIL had been called for from
time to time from the concerned importing firms. The concerned importing
firms were required to provide, inter-alia, GSF’s invoice price and the value
declared for assessment before Indian customs at the time of clearance of the
imported goods. Based on the information provided by the concerned importing
firms, four Annexures viz. Annexure C1, Annexure C2, Annexure C3 and
Annexure C4 have been prepared-one for each importing firm for imports on
invoices raised by GSF as under :-

(i) Annexure C1- pertains to all imports by EPGL

(ii) Annexure C2- Pertains to all imports by EPMPL

(iij)Annexure C3- Pertains to all imports by EOL

(iv)jAnnexure C4- Pertains to all imports by EPIL

\
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28.2 As discussed earlier in this notice, investigation has clearly
brought out a pattern of import by the Essar Group entities, wherein GSF’s
invoice price for the said consignments was much more than the corresponding
OEM invoice price. The OEM invoice price represents the manufacturer price of
the imported gocds. As explained earlier, the OEM invoices were provided by
various overseas banks viz. AXIS Bank, DIFC branch, UAE; Indian Overseas
Bank, Hong Kong; Bank of India, London; and ICICI Bank, Manama, Bahrain
who had negotiated documents pertaining to the transaction between the

concerned OEMs/Actual Suppliers and GSF.

28.3 Particulars in Column [A] to Column [N] of each of the Annexures
C1 to C4 have been tabulated on the basis of information provided by the
concerned importer, which in turn is based on documents presented by each of
the importing firms to Customs for clearance. The inflated invoice prices as
appearing in the invoices raised by GSF on the basis of which the assessable
values were worked out and declared in the respective bills of entry by each of
the importing firms is available at Column [M] in Annexures Cl to C4

respectively.

28.4 For the consignments imported by EPGL, EPMPL, EOL and EPIL
(including one consignment by Matix) particulars in Columns [O] to [S] of
Annexures C1 to C4 have been tabulated on the basis of information available
in documents obtained from overseas & local banks, which included, inter-alia,
copies of the contracts/agreements/purchase orders entered into by and
between GSF and overseas based OEMs/Actual Suppliers, OEM/Actual
Supplier-invoices raised on GSF and other documents based on which the
actual value of goods has been derived in Column Q (in USD) & R (in rupees). A
summary of the data in Annexures C1 to C4 at the aggregate level, as per GSF

invoice value, is tabulated below :-

Table-58
Summary of imports by EPGL, EPMPL, EOL & EPIL

Sr. Annexure No. - | Total Number of  Aggregate Aggregate
No. {Importer) consignments Invoice value | declared value
imported under | (FOB in USD) (CIF in USD)
GSF’s invoices
[A] [B] [C] [D] [E]
1. Cl- EPGL 222 523050863 539136652
2.

C2- EPMPL 226 502682675 51755452278 Wi
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3. C3- EOL 350 582965448 607015990
4. C4- EPIL 91+1=92 274844539 282453587
Total 890 1883543525 1946160751

Note:- i)The above summary does not include :-
a) Import consignments involving no outward remittances characterised
by No Commercial Value’ (NCV) invoices raised by GSF
b) Import consignments for which there is no evidence to allege over-
valuation.

iii) The invoice price as per GSF’s invoices for some consignments is in Euro
Currency. The same invoice also indicates the invoice amount in USD, which
has been taken into consideration for working out the summary figures in USD

1iv) One consignment in respect of Sr.No. 4 has been imported by MATIX

28.5 In the Bills of Entry featured in Annexures C1 to C4, it has been
held out by the respective importers that the value declared therein represents
the Transaction Value paid or payable for the goods imported, which appears to

be not correct, legally or factually for the following reasons :-

(1) Essar Group entities viz. EPGL, EPMPL, EOL & EPIL and GSF, the
so called buyers and the seller were not different. GSF appears to
be only a front and intermediary invoicing agent, for inflating the
invoice value as part of the modus-operandi. This is evident from
the foregoing discussions.

(i)  Goods were directly supplied/shipped to India by respective OEMs
and there was no scope for any legitimate value addition at the
hands of GSF. Besides, scale of extent of value inflation (by about
100% in case of EPIL and about 30% - 35% in case of others) by
the intermediary (GSF), when seen in the overall context (as
discussed elsewhere), does not appear to indicate any bonafide
value addition activity, nor does it appear to be commercially
prudent or justified. The value inflation at the hand of the
intermediary (GSF) appears to be not related to value of imported
goods , but more of a mechanism to siphon money out of India,
under the guise of import remittance. The OEMs (HPECL in
particular) were contractually responsible not only for design,
engineering, manufacture & supply of equipments but also for
commissioning of the equipments and performance test thereof,
which they did at site.

(ii1)  The respective importers i.e. EPGL, EPMPL, EOL & EPIL knew who
the OEM/Actual Suppliers of goods were. Not only the officers of
importing entity visited them overseas, but also the engineers_of
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OEMs (particularly HPECL) were at site to ensure installation and
commissioning. Consignments were being shipped directly to
India. Under the circumstances, normal commercial prudence and
due diligence would not justify payment of such inflated price of
about 100% in case of EPIL and about 30% - 35% in case of others
over and above the OEM invoice price, that too to by an entity with
no technical competence/expertise and no wherewithal of value
addition.

Without prejudice to the above, the so called supplier (GSF) and
the importers viz. EPGL, EPMPL, EOL & EPIL (who were all Essar
Group entities) are related to each other which was not declared to
the Customs Authorities in India. The declared value is not
acceptable as the Transaction Value as per the Customs Valuation
(Determination of value of Imported goods) Rules,-2007 (in short
‘the CVR’ 2007’) read with Section 14 of the Customs Act, 1962
inasmuch as it appears that the relationship has influenced the
Transaction Value.

GSF appears to be a front of the Essar Group for acting as an
intermediary invoicing agent for over-valuation. It was acquired by
them and they continue to control it (distancing on paper
notwithstanding), there was employee mobility between GSF and
other entities of the Essar Group as apparent from fact that almost
all the employees assigned to work in GSF were either ex-
employees of the Essar Group or con-currently worked for GSF
while under employment for one or more Essar Group entities. All
these, not only obliterate the distinction between the Essar Group
entities and GSF, but also establish commonality of interest.
OEM-invoice value has been traditionally recognised as the most
authentic value which is recognised in law. Rule 11 of the CVR-
2007 lists manufacturer’s invoice as a relevant document for
determination of the value of the imported goods, particularly
when goods are imported from or through a person other than the
manufacturer or producer. The text of Rule 11, ibid, is extracted

below for ease of reference -

“Rule 11 .Declaration by the importer.---(1) The importer or his agent
shall furmish -
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(a) A declaration disclosing full and accurate details relating to
the value of imported goods; and

(b) Any other statement, information or documents including
an invoice of the manufacturer or producer of the imported
goods where the goods are imported from or through a
person other than the manufacturer or producer, as
considered necessary by the proper officer for
determination of the value of imported goods under these

rules”.

28.6 Thus, the transaction between GSF and EPGL/EPMPL/EOL/EPIL
(including one by Matix) being apparently a sham transaction for reasons set
out above, the same is, therefore, liable to be rejected under the provisions of
Rule 12 of the CVR, 2007. Rule 11 of the Rules, prescribes various documents
required for ascertaining correctness of the declared value. One of the
prescribed documents is manufacturer’s invoice. Rule 4 of the CVR-2007
provides that subject to the provisions of Rule 3, the value of the imported
goods shall be the Transaction Value of identical goods sold for export to India
and imported at or about the same time as the goods being valued. In the
present case, the goods in question themselves have been shown as sold to the
intermediary invoicing agent i.e GSF but have been directly shipped to India by
the OEMs/Actual Suppliers. GSF appears to have merely acted as an
intermediary invoicing agent for inflating the invoice. Thus, the invoice value of
the manufacturer (OEM/Actual Supplier) appears to be the actual value of
goods. Rule 4 refers to value of identical goods being sold for export to India
and imported at or about the same time. The ambit of identical goods covers
same goods, being identical in all respects. Therefore, the price available in
such OEM invoices appears to be the actual Transaction Value of the same
goods (Identical goods-Rule 4)-being the same set of goods, covered by two
different sets of invoices. It is obvious that there is no material difference of any
kind in description, quantity, make, or the manufacturer. Therefore, the value
is required to be re-determined under the provisions of Rule 4 of the CVR, 2007
read with Section 14 of the Customs Act, 1962.

28.7 As mentioned elsewhere in the Notice, EPGL, EPMPL, EOL and
EPIL/Matix did not provide back-to-back OEM invoices for consignments
imported and cleared by each one of them on the strength of GSF invoices.

Initially, on 01-10-2013, after producing six OEM invoices and assuring to
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produce OEM invoices for every GSF invoice, the Essar Group has till date
despite regular assurances, failed to honour their commitments and submit
any OEM invoices. The fact that they produced six OEM invoices within a span
of few hours on 01-10-2013 only goes to show that they were always in a
position to furnish OEM invoices, if they chose to. However, subsequently they
have failed to produce even a single OEM invoice since 02-10-2013 till date
inspite of repeated requisitions. It appears that they deliberately did not
produce OEM invoices to suppress the invoice level inflation in the GSF

invoices.

28.8
DIFC Branch, Dubai;

Apart from overseas branches of Indian banks viz. AXIS Bank,
I0B-Hong Kong; BOI-London, who provided OEM-
invoices raised by OEMs on GSF, it appears that GSF had negotiated
documents relating to its transaction with OEMs through certain other banks.

Some of these banks are :-

a) Credit Agricole CIB, Mumbai (formerly known as Calyon Bank),
Hong Kong

b) Abu Dhabi Commercial Bank, Abu Dhabi,

c) Standard Chartered Bank, Dubai

d) Credit Suizze AG, Zurich

Details of correspondence made with some of these banks and the

response received is summarised in the Table below :-

Table-59

Correspondence made with Banks and response thereof (RUD-101)

Sr. Name of the DRI reference Request in brief Response Contents of
No. Bank No. response
[A] (B] I€] D] [E] [F]
1. Credit Agricole | F.No.DRI/MZU/ | Bank was requested | Letter dated 31-03-2014 | Conveyed inability
CIB, Mumbai C1-11/2013-14 to obtain & submit | of the Hong Kong Branch to submit
dated 19-03- | documents documents citing
2013 pertaining to local laws of Hong
transaction between Kong relating to
OEM-HPECL & GSF data privacy and
in possession of client
Hong Kong Branch confidentiality.
F.No.DRI/MZU/ | Based on | Letter dated 07-07-2014 of | OEM invoices for 87
Cl-11/2013-14 information that the | Indian Branch consignments
dated 25-06- | Mumbai branch invoiced by GSF
2014 had a relationship and imported by
with EPGL, above EPGL provided by
request for the Mumbai Office.
documents was
reiterated
2. Abu Dhabi | F.No.DRI/MZU/ | Bank was requested | No response received -
Commercial CI-11/2013-14 to obtain & submit
Bank, Mumbai | dt. documents
25.06.2014 pertaining to
transactions
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between OEMs &
GSF in possession
of the Dubai {Trade
Finance) Branch of

the Bank
3. Standard F.No.DRI/MZU/ | Bank was requested | Letter dated 07-07-2014 of | Letter from Mumbai
Chartered CI-11/2013-14 to obtain & submit | Mumbai Branch Branch conveying
Bank, Mumbai | dt. documents that DRI request
25.06.2014 pertaining to has been sent to
transactions London Branch who
between OEMs & were looking at it as
GSF in possession per applicable
of the Standard English law and
Chartered  Private rules on data
Bank , London protection and

banking
confidentiality.
Letter dated 09-07-2014 of | Letter from Mumbai
Mumbai Branch Branch conveying
that they had been
informed that
confidentiality
requirements and
data protection
issues under
English law prevent
the London branch
from disclosing
account information
without it being
compelled by a UK
authority.

Letter dated 25-07-2014 & | Letter inter-alia
29-07-2014 of London | advises to  seek
Branch assistance through
Mutual Legal
Assistance  Treaty
between India & UK

As evident from the remarks given in Column F of Table-59 above, OEM
invoices could not be obtained from these banks as they did not co-operate
with the investigation on some plea or other. Therefore, OEM invoices for every
back-to-back invoice raised by GSF on the Indian importers are not available.
As brought out earlier, even the Essar Group despite assurances failed to

provide the OEM invoices.

28.9 Since the OEM invoices are not available for all consingments
invoiced by GSF on a back-to-back basis as mentiond above, the actual value
of the goods in these cases cannot be determined in terms of Rule 4 for such
consignments, as has been done for cases where OEM invoices are available. In
the present case, equipment & machinery imported by EPGL, EPMPL, EOL and
EPIL/Matix from GSF appear to be project specific and are not off the shelf
items. These equipments & machinery have been engineered, designed and
manufactured as per specification and requirements of the facilities/projects
being set up by each of the importing firms. There appears to be no
contemporary import of goods identical or similar in nature to the goods
imported by EPGL, EPMPL, EOL and EPIL. Therefore, the Transaction Value
cannot be determined in terms of Rule 4 or Rule 5 of the CVR 2007.

LG
& e
N
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28.10 Rule 6 of the CVR2007 provides that if the value of the imported
goods cannot be determined under the provisions of Rules 3, 4 and 5, the value
shall be determined under the provisions of Rule 7 or, when the value cannot

be determined under that rule, under Rule 8.

28.11 The provisions of Rule 7 (Deductive Value) of CVR’ 2007 cannot be
made applicable in the present case as there is no import of identical or similar
goods on or about the same time when the goods in question whose value is
sought to be re-determined, had been imported. As brought out above, the
goods imported are tailor-made to suit the requirements of the project. The
value of the goods, therefore, cannot be determined under the provisions of
Rule 7 of the CVR 2007 either. Proceeding sequentially to Rule 8 (Computed
Value), the value cannot be determined in terms of Rule 8 of the Rules as the
cost/value of materials used in the imported goods and fabrication/other
processesses employed in producing the imported goods are not available in
India, the same having been done abroad in China and elsewhere by the
concenred OEMs who had shipped the goods. Therefore, the Transaction Value
cannot be determined under the provisions of Rule 7 & 8 of the CVR 2007.

28.12 Rule 9 (Residual Method) of the CVR2007, provides inter-alia, that
subject to the provisions of Rule 3, where the value of imported goods cannot
determined under the provisions of any of the preceding rules, the value shall
be determined using reasonable means consistent with the principles and
general provisions of these rules and on the basis of data available in India.
Even though back-to-back OEM invoices are not available for every
consignment invoiced by GSF on the Indian importer, there are other
documents which pertain to the transactions between the OEM-GSF for e.g.
Purchase Orders placed by GSF on OEMs, Bank Guaratees favouring GSF
given/extended by various overseas banks for and on behalf of overseas based
OEMs (Performance Bank Guarantee or Advance Payment Bank Guarantee),
Bank acknowledged copies of GSF request letters to overseas banks for
outward remittance of a designated amount to OEMs through SWIFT mode.
These documents relate to remittance of value of the goods on the basis of
which the OEM invoice value of goods can be estimated using fair and
reasonable means. In addition to these evidences, FBCS obtained from various
Indian banks who had made outward remittances to GSF on behalf of EPGL,
EPMPL, EOL & EPIL/Matix under LC mode, are also a source of evidence for

predicting the OEM invoice value of goods as brought out at Para 24 in the
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Notice, specifically in the case of shipments by the OEM-HPECL. Based on
these documents, the actual Transaction Value has been worked out as

discussed elsewhere in the notice, which is just, fair and reasonable.

28.13 The details of the proposed re-determination of declared values and
basis thereof at the FOB level and the CIF level is given in separate Tables for

each of the four importing firms EPGL, EPMPL, EOL and EPIL, as below :-

Table-60
Summary of re-determination of FOB value in respect of imports by EPGL

No. oﬂ Declared  Value | Value proposed | Basis of the proposed re-determination Rule of the
import CS | (FOB in USD) to be re- CVR-2007
(No. of Bill determined
of entry) (FOB in USD}

[A] [B] cl [D] [E]

149 321281892 238798243 Back-to-back OEM invoice price linked to Rule 4

import consignment on the basis of common
Bill of Lading

70 192818902 141472801 FBCS pertaining to individual consignments Rule 9

1 8921569 5865102 Identical goods i.e. Generator Stator & fittings Rule 9
available in back-to-back OEM invoice of
same OEM for another consignment

2 28500 18100 Amount of outward remittance made by GSF Rule 9
to concerned OEM for back-to-back
transactions as available in GSF’s request
letter to AXIS Bank, Dubai /IOB, London
featuring same BL Nos. of those pertaining to
the import consignments

222 523050863 386154246

CS: Consignments

Table-60A
Summary of re-determination of CIF value in respect of imports by EPGL
No. of | Declared Value proposed | Basis of the proposed re-determination Rule of the
import CS | Value (CIF in | to be re- CVR-2007
(No. of Bill | RS) determined (CIF
of entry) in Rs.)
[A] [B] [€] D] [E]
149 15524725261 11683146216 Back-to-back OEM invoice price linked to Rule 4
import consignment on the basis of common Bill
of Lading
70 9181209396 6788525576 FBCS pertaining to individual consignments Rule 9
1 437953453 295522109 Identical goods i.e. Generator Stator & fittings Rule 9

available in back-to-back OEM invoice of same
OEM for another consignment

2 1406313 934073 Amount of outward remittance made by GSF to Rule 9
concerned OEM for back-to-back transactions
as available in GSF’s request letter to AXIS
Bank, Dubai /IOB, London featuring same BL
Nos. of those pertaining to the import
consignments

222 2514529442 | 18768127974
3

CS: Consignments
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Table-61
Summary of re-determination of FOB value in respect of imports by EPMPL
No. of Value proposed | Basis of the proposed re-determination Rule of the
import CS Declared Value to be re- CVR-2007
(No. of Bill (FOB in USD) determined
of entry) (FOB in USD)
jA} IB) €] [D] 1E]
OEM invoice price linked to import
84 116735107 89198009 consignment on the basis of common Bill of Rule 4
Lading
137 379845696 291164005 FBCS pertaining to individual consignments Rule 9
1 137475 124128 Identical goqu of same OEM derived for Rule 9
another consignment
Amount of outward remittance made by GSF
to concerned OEM for back-to-back
transactions as available in GSF’s request
3 5960222 4212635 letter to AXIS Bank, Dubai featuring same Rule 9
BL Nos. of those pertaining to the import
consignments
1 4176 1 OEM contract value exhausted Rule 9
226 502682676 384698778
CS: Consignments
Table-61A

Summary of re-determination of CIF value in respect of imports by EPMPL

No. of Value proposed | Basis of the proposed re-determination Rule of the |
import CS Declared Value to be re- CVR-2007
(No. of Bill (CIF in RS) determined (CIF

of entry) in Rs.)
[A] [B] [€] [D] [E]
OEM invoice price linked to import
84 5694958468 4411236212 consignment on the basis of common Bill of Rule 4
Lading
137 18292458465 14087870239 FBCS pertaining to individual consignments Rule 9
1 2601099 6969105 Identical goqu of same OEM derived for Rule 9
another consignment
Amount of outward remittance made by GSF
to concerned OEM for back-to-back
transactions as available in GSF’s request
3 290246235 210056253 letter to AXIS Bank, Dubai featuring same Rule 9
BL Nos. of those pertaining to the import
consignments
1 250886 43806 OEM contract value exhausted Rule 9
226 242855151583 18716175615
CS: Consignments
Table-62
Summary of re-determination of value in respect of imports by EOL
No. of | Declared Value | Value proposed | Basis of the proposed re-determination Rule of the
import CS | (FOB in USD) to be re- CVR-2007
(No. of Bill determined
of entry) {FOB in USD)
JA] [B] [€] _[D] [E]
213 350007985 260111864 Back-to-back OEM invoice price linked to Rule 4
import consignment on the basis of common
Bill of Lading
1 10095185 5100593 Amount appearing in OEM bank FBCS Rule 9
38 98035537 76351308 Ratio of inflation in GSF invoices vis-a-vis Rule 9
OEM invoices worked out on following
parameters (a) Identical goods (2) goods
covered by same PO/LC (c) goods shipped by
same OEM (d) similar goods of same COO
69 13959179 11890896 Amount of outward remittance made by GSF Rule 9
to concerned OEM for back-to-back
transactions as available in GSF’s request
letters to concerned banks
9 14800256 10954541 Complete Contract Value/PO Value pertaining Rule 9
to OEM-GSF transaction reflected in some
OEM invoices. PO/contract value apportioned
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proportionately to GSF invoices based on
same PO /contract no. mentioned in docs filed
with BE

235010

167413

OEM value of identical goods for another
consignment shipped by the same OEM.

Rule 9

519243

485588

LC wvalue of back-to-back OEM-GSF
transactions.

Rule 9

8513631

5807459

GSF’s letter to LC opening bank for back-to-
back GSF-OEM transaction containing
reference of back-to-back OEM invoices and
value thereof.

Rule 9

765400

587382

GSF’s PO on OEM/OEM invoice which shows
unit price of identical goods.

Rule 9

210674

175562

OEM price of goods for back-to-back OEM-
GSF transaction indicated in documents other
than OEM invoice i.e. COO/AWB (OEM
invoice not available)

Rule 9

140356

122035

Amount of outward remittance made by GSF
to concerned OEM for back-to-back
transactions as available in GSF’s request
letter to AXIS Bank, Dubai/

Rule 9

85682994

73902028

Total PO order for back-to-back transaction
between OEM-GSF. Total PO value derived on
the basis of partial value available in
Advance/Performance Bank Guarantee given
by OEM for OEM-GSF transaction. PO value
of GSF-OEM transaction apportioned
proportionately to GSF invoiced consignments
in the ratio of GSF invoice values

Rule 9

350

582965450

445656669

Table-62A

Summary of re-determination of value in respect of imports by EOL

No. of
import CS
(No. of Bill
of entry)

Declared Value

(CIF in RS)

Value proposed
to be re-
determined
(CIF in Rs.)

Basis of the proposed re-determination

Rule of the
CVR-2007

[A]

[B]

[€]

[D]

[E]

213

17063581012

12714009145

Back-to-back OEM invoice price linked to
import consignment on the basis of common
Bill of Lading

Rule 4

506730562

278977167

Amount appearing in OEM bank FBCS

Rule 9

38

4887676018

3872304433

Ratio of inflation in GSF invoices vis-a-vis
OEM invoices worked out on following
parameters {a) Identical goods (2) goods
covered by same PO/LC (c) goods shipped by
same OEM (d) similar goods of same CQO

Rule 9

69

687461228

592260971

Amount of outward remittance made by GSF
to concerned OEM for back-to-back
transactions as available in GSF’s request
letters to concerned banks

Rule 9

704828334

514249196

Complete Contract Value/PO Value pertaining
to OEM-GSF transaction reflected in some
OEM invoices. PO/contract value apportioned
proportionately to GSF invoices based on
same PO/contract no. mentioned in docs filed
with BE

Rule 9

11055060

7948966

OEM value of identical goods for another
consignment shipped by the same OEM.

Rule 9

24887208

22037998

LC value of back-to-back OEM-GSF
transactions.

Rule 9

389946945

266545491

GSF’s letter to LC opening bank for back-to-
back GSF-OEM transaction containing
reference of back-to-back OEM invoices and
value thereof.

Rule 9

35073430

27191218

GSF’s PO on OEM/OEM invoice which shows
unit price of identical goods.

Rule 9

9520890

7940850

OEM price of goods for back-to-back OEM-
GSF transaction indicated in documents other
than OEM invoice ie. COO/AWB (OEM
invoice not available)

Rule 9

8881929

7916002

Amount of outward remittance made by GSF
to concerned OEM for back-to-back
transactions as available in GSF’s request
letter to AXIS Bank, Dubai/

Rule 9

4126849495

3588329224

Total PO order for back-to-back transaction
between OEM-GSF. Total PO value derived on
the basis of partial value available in
Advance/Performance Bank Guarantee given
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by OEM for OEM-GSF transaction. PO value
of GSF-OEM transaction apportioned
proportionately to GSF invoiced consignments
in the ratio of GSF invoice values

350

28456492111

21899710661

Table-63
Working of re-determination of value of imports by EPIL/Matix at aggregate level
No. of Value proposed | Basis of the proposed re-determination Rule of the
import to be re- CVR-2007
Consignm Declared Value determined
ents (No. (FOB in USD) (FOB in USD)
of Bill of
entry)
[a] [B] [€] [p]__ (E]
79 253094943 124918107 Back to back OEM invoices linked with BL Rule 4
1 666633 364980 OEM bank FBCS Rule 9
1 86000 72044 Bill of Exchange of OEM Rule 9
8 7369184 5498159 SWIFT Message of GSF to OEM Rule 9
Purchase Order value on the basis of OEM Rule 9
1 6050000 1023000 Bank Guarantee (Advance)
Fourth OEM invoice value derived from Rule 9
respective GSF invoice as the LC amt. payable
1 847779 220126 under GSF invoice is identical to 65% of OEM
invoice value for each of the 3 available back-
to-back OEM invoices
. Purchase Order Value linked with OEM LC Rule 9
! 6730000 1964664 linked with GSF invoice
92 274844539 134061080

Table-63A
Working of re-determination of value of imports by EPIL/Matix at aggregate level
No. of Value proposed Basis of the proposed re-determination Rule of the
import to be re- CVR-2007
Consignm Declared Value determined
ents (No. (CIF in RS) (CIF in Rs.)
of Bill of
entry)
[A] [B] [€] [D] [E]
79 13904693247 7061605962 Back to back OEM invoices linked with BL Rule 4
1 37270683 20963363 OEM bank FBCS Rule 9
1 5948968 5080918 Bill of Exchange of OEM Rule 9
8 407703777 318508084 SWIFT Message of GSF to OEM Rule 9
Purchase Order value on the basis of OEM Rule 9
1 325726742 66836242 Bank Guarantee (Advance)
Fourth OEM invoice value derived from Rule 9
respective GSF invoice as the LC amt. payabie
1 48839991 16184226 under GSF invoice is identical to 65% of OEM
invoice value for each of the 3 available back-
to-back OEM invoices
Purchase Order Value linked with OEM LC Rule 9
1 375740015 111263867 linked with GSF invoice
92 15105923423 7600442662
28.14 Column D in each of the above Tables provides a broad

categorisation of the basis of the proposed re-detemination of (FOB & CIF )

values at the aggregate level. For individual consignments, separate Annexures

i.e. Annexure Bl to B4 have been prepared corresponding to Annexure C1 to

C4, respectively. These Annexures Bl to B4 provide import consignment-wise

re-determination of declared values (FOB). Description of the document based

on which the re-determination is sought to be made is provided under Colu
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F of the Annexures Bl to B4. Column F also provides description & reference
number of the document relied upon to for the purpose of arriving at the value
for re-determination purposes. It also describes the mode and manner in which
the value is proposed to be re-determined for individual consignemnts imported
by each of the four Essar Group entities viz. EPGL, EPMPL, EOL & EPIL/Matix.
The value arrived at, based on the documentary evidence described in Column
F, is indicated in the last Column of Annexures Bl to B4 i.e. Column J of
Annexures Bl to B4. The re-determined values thus worked out in
Annexures Bl to B4 at FOB level in USD have been taken in Columns P of
Annexures C1 to C4 and have been utilised to work out and arrive at the
consignment-wise CIF value in Rupees for invididual import consignments.
Tabulated charts with all the information contained in Annexures Bl to B4
were shown to officials of EPGL, EPMPL (Shri K.V.B. Reddy in his statement
dated 27-02-2015), officials of EOL (Shri Suresh Jain and Shri Shailesh Sawa
during their joint statement dated 25-02-2015) and official of EPIL (Shri
Shailesh Sawa during his statement dated 25-02-2015 & 26-02-2015). They
were also shown all the documentary evidences as indicated in Column 9 of
the tabulated charts in token of perusal of which they endorsed their dated
signature on copies of every such document shown to them in related to the
entries in the tabulated chart. Thus, documentary evidences based on which
the declared value for the consignments imported by EPGL, EPMPL, EOL and
EPIL is proposed to re-determined have been shown to the concerned officials

of the respective firms.
28.15 The proposed re-determination at the aggregate level is as under:-
Table-64

Proposed re-determination of Declared CIF at aggregate level

(Figures in Rupees)

Sr. | Name of | No. of Declared CIF Value proposed to be
Difference
No. | Importer Cs Value re-determined
[A] [B [C] [D] (E] [F]
1 EPGL 222 25145294423 18768127973 6377166450
2 | EPMPL 226 24285515153 18716175614 5569339539
3 EOL 350 28456492111 21899710661 6556781450
4 EPIL 92 15105923423 7600442662 7505480761
TOTAL | 890 92993225110 66984456910 26008768200 |
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Thus, the declared values in the impugned bills of entry filed by EPGL, EPMPL,
EOL and EPIL/Matix totally amounting to Rs. 2514,52,94,423 (CIF),
Rs.2428,55,15,153 (CIF), Rs. 2845,64,92,111 (CIF) and Rs.
1510,59,23,423 (CIF), respectively, declared on the basis of inflated invoice
prices of the intermediary invoicing agent GSF, do not appear to represent
actual value of the goods as has been brought out by the investigation, as set
out above, and the said declared values are required to be rejected under the
provisions of Rule 12 of the CVR, 2007 and are proposed to be re-determined
under the provisions of Rule 4 of the CVR-2007 or Rule 9 of the CVR, 2007, as
the case may be, read with Section 14 of the Customs Act, 1962, on the basis
of price available in the back-to-back OEM invoices raised on the intermediary
invoicing agent i.e. GSF (Rule 4) and price arrived at on the basis of other
documentary evidences e.g. FBCS, SWIFT messages etc. (Rule 9). Accordingly,
the aggregate re-determined CIF value of the goods imported against the total
bills of entry indicated in Column C of Table-64 above works out to Rs.
1876,81,27,973 (CIF), Rs. 1871,61,75,614 (CIF), Rs. 2189,97,10,661 (CIF)
and 760,04,42,662 (CIF), respectively, as worked out in Column R of
Annexure C1 to C4, on the basis of prices in OEM invoices (Rule 4) and on the
basis of FBCS/SWIFT messages/GSF’s request letters/ & other documentary
evidences (Rule 9) as shown in the respective Annexures C1 to C4 as against
the declared values of Rs. 2514,52,94,423 (CIF), Rs.2428,55,15,153 (CIF),
Rs. 2845,64,92,111 (CIF) and Rs. 1510,59,23,423 (CIF), respectively.
Accordingly, the quantum of over-valuation arising out of the back-to-back
inflated invoicing by the intermediary-GSF on EPGL, EPMPL, EOL and
EPIL/Matix works out to Rs. 637,71,66,450 (Rupees Six hundred thirty seven
crores seventy one lakhs sixty six thousand four hundred fifty only), Rs.
556,93,39,539 (Rupees Five hundred fifty six crores ninety three lakhs thirty
nine thousand five hundred thirty nine only), Rs. 655,67,81,450 (Rupees Six
hundred fifty five crores sixty seven lakhs eight one thousand four hundred
fifty only) & Rs. 750,54,80,761 (Rupees Seven hundred fifty crores fifty four
lakhs eighty thousand seven hundred sixty one only) respectively, as shown at
Columns S in Annexures Cl to C4, which appears to have been
siphoned off out of India by EPGL, EPMPL, EOL & EPIL/Matix through their
overseas intermediary invoicing agent and related entity GSF, on account of

invoice inflation, in the guise of outward remittances of the impugned imports.
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29.0 RELEVANT LEGAL PROVISONS
29.1 The legal provisions relevant to the present proceedings are:-
i) Various provisions of the Customs Act, 1962 as mentioned

in the notice

11) The Customs Valuation (Determination of Value of Imported
Goods) Rules 2007 (The CVR-2007)

ii1)  The Foreign Trade (Development & Regulation) Act, 1992
(The FTDR)

iv) The Foreign Trade (Regulation) Rules, 1993

Some of the specific provisions with particular relevance to the instant case are

discussed below:-

29.2 Section 46 of the Customs Act, 1962 provides for filing of Bill of
entry upon importation of goods, which casts a responsibility on the importer
to declare truthfully, all the contents in the bill of entry. Relevant portion of

Section 46 i.e. sub-section (4) thereof is reproduced below for ease of reference

“(4) The importer while presenting a bill of entry shall at
the foot thereof make and subscribe to a declaration as to
the truth of the contents of such bill of entry and shall, in
support of such declaration, produce to the proper officer
the invoice, if any, relating to the imported goods

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXX XX

29.3 Section 111 of the Customs Act provides for confiscation of
improperly imported goods. The relevant sub-sections (d) and (m) are

reproduced below:-
“111. Confiscation of improperly imported goods, etc.-

The following goods brought from a place outside India shall be
liable to confiscation:-

XXXX XXX XXX XXX XXXXXXXXXXXXXXXXXXX

-----

DN
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(d) any goods which are imported or attempted to be
imported or are brought within the Indian customs
waters for the purpose of being imported contrary to any
prohibition imposed by or under this Act or any other
law for the time being in force;
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
(m) any goods which do not correspond in respect of value
or in any other particular with the entry made under
this Act or in the case of baggage with the declaration
made under section 77 in respect thereof, or in the case
of goods under transhipment, with the declaration for
transhipment referred to in the proviso to sub-section (1)
of section 54;
XXXXXXXXXXXXXXXXXXXXXXXXXXXXXXXX
Since the actual value of imported goods do not correspond with the
declared value of the goods in the Bills of Entry (which were grossly over-
valued) the said goods appear liable for confiscation under Section 111(m) of
the Customs Act, 1962.

Confiscation under Section 111(d) is discussed later.

29.4 Section 112 of the Customs Act, 1962 provides for improper
importation of goods etc.; while 112 (a) and (b) provide for situations, the sub-
sections (i) to (v) provide extent of penalty. Section 112 (iii) provides for penalty
in the case of import over-valuation, relevant text of which is reproduced
below:-

“112.Penalty for improper importation of goods, etc. —
Any person, -

(a) who, in relation to any goods, does or omits to do any
act which act or omission would render such goods
liable to confiscation under section 111, or abets the

doing or omission of such an act, or

(b) who acquires possession of or is in any way concerned
in carrying, removing, depositing, harbouring, keeping,
concealing, selling or purchasing, or in any other
manner dealing with any goods which he knows or has
reason to believe are liable to confiscation under section

111,
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shall be liable, -
XXXXXXXXXXXXXXXXXXXXXXXXXXX XX

(i) in the case of goods in respect of which the value
stated in the entry made under this Act or in the
case of baggage, in the declaration made under
section 77 (in either case hereafter in this section
referred to as the declared value) is higher than the
value thereof, to a penalty not exceeding the
difference between the declared value and the value
thereof or five thousand rupees, whichever is the

greater

XXXXXXXXXXXXXXXXXXXXXXXXXXXXXX

From the above specific provision of quantum for imposition of penalty in case
of import over-valuation of goods, it is clear that law specifically seeks to

penalise the over-valuation of the imported goods.

29.5 Section 114AA of the Customs Act, 1962 deals with penalty for use

of false and incorrect material. The relevant provision is reporoduced below:

“114AA. Penalty for use of false and incorrect material. —

If a person knowingly or intentionally makes, signs or uses, or
causes to be made, signed or used, any declaration, statement or
document which is false or incorrect in any material particular, in the
transaction of any business for the purposes of this Act, shall be

liable to a penalty not exceeding five times the value of goods.

In the instant case documents, particularly invoices have been manipulated
for the purpose of over-valuation of imported goods. Further false and incorrect

declarations/ statements have been made in the import documentation.

29.6.1 As per Rule 11 of the Foreign Trade (Regulation) Rules, 1993,
inter-alia on the importation into any customs port of any goods, whether liable
to duty or not, the owner of such goods shall in the bill of entry prescribed

under the Customs Act, 1962 state the value, among others, of such goods
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the best of his knowledge and belief and shall subscribe a declaration to the

truth of such statement at the foot of such bill of entry.

29.6.2 Further, as per Rule 14(1) of the Foreign Trade (Regulation) Rules,
1993, no person shall make, sign, or use or cause to be made, signed or used
any declaration, statement or document for the purpose of, inter-alia,
importing any goods knowing or having reasons to believe that such
declaration, statement or document is false in any material particulars.
Further, as per Rule 14 (2), ibid, no person shall employ any corrupt or

fraudulent practice for the purpose of, inter-alia, importing any goods.

29.6.3 In this case, value of the imported goods has been over-stated by
the Essar Group entities i.e. EPGL, EPMPL, EOL & EPIL/Matix for the purpose
of siphoning off money from India to their related entities overseas. EPGL,
EPMPL, EOL and EPIL/Matix have thus declared value which to the best of
their knowledge and belief was incorrect and was over-stated, as brought out
here-in-above. EPGL, EPMPL, EOL and EPIL/Matix have also subscribed a
declaration of the truth regarding the statement of value which declaration
appears to be false due to over-valuation of the goods. Also, the importers have
made, signed and used and/or caused to be made, signed and used the
declarations, statements and invoices of GSF for the purpose of importing the
goods knowing or having reasons to believe that such declarations, statements
and invoices were false in respect of the value stated therein. Further, EPGL,
EPMPL, EOL and EPIL/Matix have employed corrupt or fraudulent practice of

over-valuation for the purpose of importing the impugned goods.

29.6.4 Therefore, EPGL, EPMPL, EOL and EPIL/Matix appear to have
violated the restrictions and prohibitions as per Rules 11 and 14 ibid. It is a

settled point of law that any restriction is also a prohibition.

29.6.5 In view of the overvaluation of the imported goods as a planned
modus operandi for siphoning off money abroad, as discussed above, it
appears that EPGL, EPMPL, EOL and EPIL/Matix have imported good by
declaring the value, which they knew that was not true and thus the imports
were effected contrary to the prohibition imposed under the Foreign Trade
(Regulation) Rules, 1993 made under Section 19 of the FTDR 1992. Therefore

the imported goods are also liable for confiscation under Section 111(d) of the
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Customs Act, 1962 (in addition to Section 111(m) as discussed elsewhere) and

the importer is liable to penalty under Section 112(a) of the Customs Act, 1962.

30.0 SEIZURE OF IMPUGNED IMPORTED GOODS

30.1 Section 111(m) of the Customs Act, 1962 provides, inter-alia, that
any goods which do not correspond in respect of value or in any other
particular with the entry made under this Act are liable to confiscation. Section
111(d) provides that any goods which are imported or attempted to be imported
or are brought within the Indian customs waters for the purpose of being
imported contrary to any prohibition imposed by or under this Act or any other
law for the time being in force are liable to confiscation. In the present case,
the actual value of the goods is forthcoming in the back-to-back invoices raised
by various OEMs on GSF, wherever available and in other cases they have been
derived on the basis of documentary evidences pertaining to transactions
between GSF and various overseas based OEMs for goods shipped to EPGL,
EPMPL, EOL and EPIL/Matix. As against the actual procurement price paid by
GSF to various overseas OEM/actual supplies, the invoices raised by GSF on
back-to-back basis on EPGL, EPMPL, EOL and EPIL/Matix contain arbitrarily
inflated prices, which do not represent the actual value of the goods. EPGL,
EPMPL, EOL and EPIL/Matix have imported good by declaring the value, which
they knew that was not true and thus the imports were effected contrary to the
prohibition imposed under the Foreign Trade (Regulation) Rules, 1993 made
under Section 19 of the FTDR 1992. In view of the apparent mis-declaration of
the value of the impugned goods imported by EPGL, EPMPL, EOL and
EPIL/Matix, the said goods appear liable for confiscation and consequently
liable for seizure under the provisions of the Customs Act, 1962. However,
since it was not practical to physically seize the goods, in the instant cases,
orders dated 05-03-2015 were issued under proviso to Section 110 (1) of the
Customs Act, 1962 to the owners viz. EPGL, EPMP, EOL and EPIL/Matix with
specific directions to each of them that they should not remove, part with, or
otherwise deal with the goods except with the previous permission of the proper

officer. The details of such orders are as under :-
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Details of Orders issued to EPGL, EPMPL, EOL & EPIL/MATIX under
Section 110(1) of the Customs Act, 1962 (RUD-102)

Sr.No. | Name of | No. of | Declared Value | F.No. & date of | Entity on
the consignments | (Rs. In CIF) | Order issued under | whom
Importer [Estimated Value] | Section 110(1) of | order

CA’62 served
A B C D E F
1. F.No.DRI/MZU/CI- EPGL
EPGL 222 ?g;g’g%g;’ggg 11/2013-14/1992
[ o ] dt. 05-03-2015
2. F.No.DRI/MZU/Cl- | EPMPL
EPMPL 226 ﬁgg?’g?’;g’éﬁ] 11/2013-14/1993
o dt. 05-03-2015
3. F.No.DRI/MZU/CI- EOL
EOL 350 [g?gg’g;’?g’éa 11/2013-14/1994
o ] dt. 05-03-20135
4. F.No.DRI/MZU/CI- |EPIL &
EPIL/Matix 92 [1756100’05494223’64622? 11/2013-14/1995 & | Matix
o 1996 dt. 05-03-20135
9299,32,25,110
TOTAL 890 [6698,44.56,910]

31.0 SUMMARY OF INVESTIGATION
From the foregoing investigation, it appears that:-
31.1 The various entities of the Essar Group viz. EPGL, EPMPL, EOL

and EPIL/Matix, who had imported goods under the invoices of GSF appear to
have conspired with each other for siphoning off foreign exchange abroad in the
guise of import remittance. EPGL, EPMPL, EOL and EPIL/Matix appear to have
indulged in Trade Based Money Laundering by trade mis-pricing by routing
invoice through an intermediary invoicing agent (GSF) in the UAE - a front
company of the Essar Group run and controlled by the Essar Group through
its employees/ex-employees beneficiaries of which appear to be promoters of
the Essar Group atleast till 28-05-2014. GSF in the UAE appears to have been
created as a front for siphoning off of money under the guise of import outward
remittances from India for over-valued imports, by indulging in invoice
inflation. They appear to have indulged in over-valuation in imports of goods
required for the refinery/power/fertilizer sector which attract low or Nil rate of
duty so that the incidence/burden of duty on the over-valued amount i.e. cost
of fund transfer is minimal. The Modus operandi can be diagrammatically

described as under -
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OEM’s/ Actual Suppliers Intermediary
1. HPECL & other OEM's/ Global Supplies (UAE)
Actual Suppliers for Power | Invoice Routed through FZE [GSF]
M
Sector UAE

2. Various OEMs/Actual
Suppliers for EOL & EPIL

Goods Shipped nflated Invoices

Directly to India raised by GSF sent to
India
EPGL
EPMPL
EOL
EPIL/MATIX
31.2 GSF appears to be an entity related to the Essar Group as set out

at paragraph 25. A schematic diagram showing the Ruia family, who are
promoters of Essar Group, to be the ultimate beneficiary of the business

activities of GSF is given below.
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RUIA FAMILY - MR.
SHASHIKANT RUIA
& RAVIKANT RUIA
and their
immediate family
members

|

SCN No. DRI/MZU/CI-11/2013-14

Mr. Ravikant Ruia and family
member (wife, son and daughter)

Mr. Shashikant Ruia and family
members (wife & two sons)

/

1. Paprika Global Ltd. owned by Ms.Smiti
Kanodia (daughter of Mr. Ravikant Ruia)

2. Nelson Grove Ltd owned by Mrs. Madhu
(wife of Mr. Ravikant Ruia)

Ruia (Son of Mr. Ravikant Ruia)

Ruia (Self)

3. Snow Hill Heights Ltd. owned by Mr.Rewant

4. Briar Gardens Ltd. owned by Mr. Ravikant

Ruia 2.

THE TRITON TRUST

\4
Appleby Trust (Cayman) Ltd.

Alpine Swift Ltd. owned by Mr. Anshuman Ruia
(Son of Mr. Shashikant Ruia)

Bamboo International Holdings Ltd. ownd by
Mr. Prashant Ruia (Son of Mr. Shashikant
Ruia)

Westbourne Group Holdings Ltd. owned by
Mrs. Manju Ruia (Wife of Mr.Shashikant Ruia)
Acorn Group Holdings owned by Mr.
Shashikant Ruia (Self)

Copper Canyon Holdings Ltd.

50% stake

THE VIRGO TRUST

\i/

The R&H Trust Co. Ltd.

Kettle River Holdings Ltd.

50% stake

Note:- The ultimate parent company of EPGL, EPMPL, EOL & EPIL, the Essar Group entities
based in India importing goods invoiced by GSF is also EGL/EGFL

EGL/EGFL is the ultimate holding company for all businesses of the Essar

Group in which each of the two bothers shri Shashi Ruia and Shri ravi ruia

hold an equal stake through

layering process by creating various

companies/truts as shown above to mask the real ownership. EPL has all
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along been a wholly owned subsidiary of the EGL/EGFL. Invetsigation appears
to reveal the layering done at the level of ESSL/PESL and shows that it was
EPL which all along held a majority stake in GSF through its majority stake in
ESSL/PESL as discussed in Para 25. Therefore, EGL/EGFL and the Ruia
family appears to be the ultimate beneficiaries of the business activites done by
and between the various Essar Group entities in India and GSF. They also
appear to be the beneficiaries of the instant modus-operandi of siphoning off of
funds by invoice inflation.

31.3
with various Essar entities viz. EPGL, EPMPL, EOL & EPIL in connection with

As discussed elsewhere in this SCN, GSF entered into contracts

projects being set up in various sectors i.e. power, oil refinery, fertilizer plant,
by the respective entities in India. The relationship between GSF and each of
these four entities on dates when the respective contracts and amendments
thereof were entered into/signed by and between the Essar Entities and GSF is
shown in the Table below :-

Table-66

Relationship between GSF & EPL on various dates when Contracts or
amendments there-of were executed between GSF &

EPGL/EPMPL/EOL/EPIL
Status of holding of EPL in
GSF directly or thru
ESSL/PESL as on the date
Proiect i Cont of the Agreement or various
i roject in ontrac amendments, if an
S. o/A Contract Par:;lees to relation to t Value ’ v
No. Date which Contract | (USD in
Contract a1y
executed Million)
As claimed by As per
EPL/ GSF on para- 25 of
records this SCN
[A] [B] [C] D] [E] [F] [G] [H]
(o) 24-08-2007 530 EPL-100% EPL-100%
A 08-02-2008 530 EPL-100% EPL-100%
A 24-07-2008 1200 MW 530 EPL-100% EPL-100%
GSF & Thermal coal
1 A 04-08-2008 oL fired power plant | 530 EPL-100% EPL-100%
A 10-12-2008 at Salaya in 530 EPL-100% EPL-100%
Gujarat
EPL holds
A 05-07-2013 530 - majority
stake
o 24-08-2007 1200 MW 510 EPL-100% EPL-100%
GSF & thermal coal
2 fired power plant
EPMPL .
) at Mahaan in
A 08-02-2008 Madhya Pradesh 510 EPL-100% EPL-100%
A 04-02-2008 510 EPL-100% EPL-100%
3 (o) 14-02-2007 GSF & EOL | Refinery 390 EPL-100% EPL-100%
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A | 13-10-2007 Expansion from | g4p EPL-100% EPL-100%
10.5 MMTPA to
16 MMTPA at EPL holds
A 10-06-2009 Vadinar in 592.4 EPL-25% majority
Jamnagar stake
EPL holds
A 10-08-2009 592.4 EPL-25% majority
stake
EPL holds
A 30-01-2010 440.8 EPL-25% majority
stake
EPL holds
A 12-02-2010 440.8 EPL-25% majority
stake
EPL holds
A 30-04-2010 440.8 EPL-25% majority
stake
EPL holds
A 17-09-2010 460.8 EPL-25% majority
stake
Equipment &
machinery  for
Expansion of EPL holds
0 | 16.09-2011 | GSF&EOL | STude o1 15075 EPL-25% majority
Refinery at stake
Vadinar from 16
MMTPA to 20
MMTPA
EPL holds
4 o | 23-08-2010 Equipment & | 36194 EPL-25% majority
machinery  for stake
setting up
GSF& | Fertilizer EPL holds
A 28-03-2012 310 EPL-25% majority
EPIL complex for
. stake
production of
ammonia and EPL holds
A 17-07-2012 urea. 290 EPL-25% majority
stake
Note: i) O & A denote ‘Original’ & ‘Amendment’, respectively

31.4

Contract values in the Original Contracts shown at Sr.No. 1 & 2 above
have remained the same since 24-08-2007, i.e. the date when the
original contracts were signed.

Rule 2 (2) (iv) of the CVR 2007 provides that any person who

directly or indirectly owns, controls or holds five per cent or more of the

outstanding voting stock or shares of both of them shall be deemed to related.

Further, Rule 2 (2) (vi) of the CVR 2007 provides that where both the importer

and the supplier are directly or indirectly controlled by a third person, they
shall be deemed to be related. Also, Rule 2 (2) (viii) of the CVR 2007 provides

that where both the importer and the supplier are members of the same family,

they shall be deemed to be related.
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31.5 In so far as contracts between GSF and the two power sector
entities i.e. EPGL/EPMPL are concerned (sr.no. 1 & 2 of above Table-66), both
the contracts were entered into on the same date i.e. 24-08-2007. While the
contract value for the contract between GSF-EPGL was USD 530 Million, that
between GSF-EPMPL was USD 510 Million. The entries in the Table against
Sr.No. 1 & 2 clearly reveal that the though each of the two contracts were
amended from time to time, there has been no change in the contract values of
the two contracts due to any of the amendments thereto. Therefore, the
contract value agreed has remained the same since the contracts were
originally executed. It is a well-documented fact that as on 24-08-2007, GSF
was a wholly owned subsidiary of EPL, which in turn was a wholly owned
subsidiary of EGL/EGFL as set out at para 25. Therefore, it appears that the
undisputed position regarding the relationship between GSF & the Essar
Group as on 24-08-2007 was that GSF was a related entity over which the

Essar Group through EPL held an absolute and sole control.

31.6 Regarding the relationship between GSF and Essar entities with
regard to contracts & amendments thereof listed at Sr.No. 3 & 4 of the above
table, it appears that they have entered into and signed on dates when EPL
held a majority stake in in GSF as brought out at para 25 above. Therefore it
appears that on the dates on which these contracts were signed as indicated in

Column C, GSF was related to the Essar Group.

31.7 Without prejudice to GSF’s relationship with the Essar Group as
discussed at para 25, even going by the status of holding as reflected by the
Essar Group itself in its statutory records, (Financial Statements of EPL and/or
GSF) EPL held a 25% stake in GSF through ESSL/PESL on the relevant dates
in relation to Contracts entered into between EOL & EPIL with GSF. Therefore,
by virtue of clauses (iv), (vi) and (viii) of Rule 2(2) of the CVR’2007, GSF and the
Essar Group entities viz. EPGL, EPMPL, EOL and EPIL in whose names the

goods have been imported were the related persons.

31.8 It therefore appears that GSF entered into and executed Contracts
with various entities of the Essar Group in India viz. EPGL, EPMPL, EOL &
EPIL at points of time when GSF and the Essar Group entities were ‘related’ to
each other. Value-Inflation by GSF over the OEM contract value/OEM invoice
value in the contracts/invoices entered into/raised by it on a back-to-back

basis on EPGL, EPMPL, EOL and EPIL has been brought out at Paragraph 20.
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Seen in the overall context, all the above acts appear to have been executed
through a definite pre-design to ensure that the Essar Group is and continues
to be the sole beneficiary of the illegal gain accruing to it from the siphoned off
portion of foreign exchange remitted out of India in the guise of import

remittance.

31.9 It is a matter of common knowledge that by entering into
Contracts, the contracting parties seek to bind themselves to mutually
acceptable scope & responsibilities and consideration thereof, usually in
situations where the performance of contractual obligations are spread over a
period of time, as in the execution of large projects. Once the obligations of
contracting parties & consideration thereof is sealed with the signing of a
contracts/amendments, all other events incidental thereto ensue automatically
on implementation/execution of the contract and discharge of contractual

obligations by the contracting parties.

31.10 In the instant case contracts with inflated consideration amounts
were signed between GSF and each of the four entities EPGL, EPMPL, EOL &
EPIL when they were related entities. It appears from the investigation that
GSF was a creation of the Essar Group to act as an intermediary invoicing
agent for facilitating invoice inflation. With the contracts signed and
consideration thereof sealed, GSF merely raised inflated invoices from time to
time on the concerned Essar entities for the proportionate value of goods being
shipped in piecemeal commensurate with contract level inflation while the
goods were shipped directly by the OEMs to India. GSF appears to have
received remittances towards value of invoices raised on the Essar Group
entities in India, which included the over-valued portion of the price- the

money siphoned off in the guise of import remittances.

31.11 Therefore, the foundation for siphoning off foreign exchange appear
to have been by the Essar Group by having its entities viz. EPGL, EPMPL, EOL
and EPIL enter into contracts with inflated consideration amounts with its
related entity GSF. That the inflated contracts were signed at a point of time
when the Essar Group held either absolute control or majority stake in GSF
not only appears to show that it was done with the intent of siphoning off, but
also that it was done to ensure that the Essar Group continues to be the sole

beneficiary of the siphoned off amount in the foreign exchange, given th
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that goods were to shipped in piecemeal and invoices were to be issued for

partial shipment of goods spread over a period of time.

31.12 While effecting the imports, none of these Essar Group entities i.e.
EPGL, EPMPL, EOL or EPIL have declared GSF as a related entity to the
Customs authorities in India while filing bills of entry filed by them for
clearance of imported goods. The Essar Group entities appear to have
suppressed this fact only to project GSF as an unrelated entity and make it
look like an arm’s length transaction. From the investigation, reasons for

suppressing the relationship appear obvious.

Extent of over-valuation by Power Sector Entities - EPGL & EPMPL

31.13 The power sector entities of the Essar Group viz. EPGL and EPMPL
signed contracts with GSF for the Salaya and Mahan power projects with
inflated consideration amounts as it appears from the investigation. GSF
having signed contracts with various overseas based OEMs/actual suppliers in
China and elsewhere for BTG and its auxiliaries for consideration amounts
which appeared to represent the actual value of the goods, being the
manufacturer’s/Actual Supplier’s price, proceeded to sign contracts with
inflated consideration amounts with the Essar entities namely EPGL, EPMPL,

EOL and EPIL.

31.14 EPGL and EPMPL were all along aware of the actual
manufacturer/supplier of goods ordered on GSF. It appears that the goods for
each of the two power projects of EPGL and EPMPL were shipped directly to
India by the OEMs/Actual Suppliers and only documents were routed through
GSF in the UAE. From the statements of the concerned official, it is also
appears that apart from design, engineering, manufacture and supply of the
equipment which the OEMs actually did, they also supervised the Performance
Tests, Reliability Run, etc. in their capacity as manufacturer of the BTG and its
auxiliaries. GSF appears to have executed back-to-back contracts with EPGL &
EPMPL with overlapping scope & responsibility i.e. design, engineering,
manufacture and supply of BTG and its auxiliaries when they were fully aware
that these responsibilities were to be entrusted upon the manufactuerers viz.
HPECL & other OEMs. The scope of supply of the contract between
EPGL/EPMPL and GSF also carried the obligation on the part of GSF, to inter-

alia, design, engineer, manufacture and supply BTG and its auxiliaries. EPGL
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and EPMPL were aware of the dummy supplier status of GSF all along. Further
it appears that the contracting parties EPGL/ EPMPL and GSF between
themselves arranged to remit and receive foreign exchange through TT mode in
violation of the relevant contractual provisions, which provided for remittances
through the LC mode only. Outward remittances to GSF towards imports
invoiced by them through TT mode to a specific bank account of GSF without
instructions from GSF also only appears to obliterate the distinction between
GSF and EPGL/EPMPL and shows commonality of interest. GSF had no role to
play even in freightment of cargo as the INCO terms of trade remained identical
between the OEM/Actual Supplier and GSF on one hand and GSF &
EPGL/EPMPL on the other. That GSF was a dummy supplier created only for
invoice inflation also appears from Essar Group entities officers directly visiting

the OEMs in China and elsewhere for directly interacting with them.

31.15 As discussed elsewhere in this notice, in respect of 222 and 226
consignments imported by EPGL and EPMPL, documentary evidence (OEM
invoices, FBCS etc.) pertaining to back-to-back transaction between GSF and
the OEMs in relation to consignments imported by EPGL & EPMPL are
available based on which the actual value of the goods invoiced by GSF for
individual consignments could be estimated. The extent of value inflation by

GSF in its invoices are as at Column F of the Table below:-

Table-67
Value inflation by GSF in invoices raised on EPGL/EPMPL at aggregate
level
Sr.No Name of l\f:;.' Declared CIF | Actual Value Difference %
7" | Importer cs Value (Rs.) (Rs.) (Rs.) Inflation
[A] [B[ [C] [D] [E] [F] [G]
EPGL 222 | 25145294423 18768127973 6377166450 33.98
2 EPMPL 226 | 24285515153 18716175614 5569339539 29.76
TOTAL | 448 | 49430809576 | 37484303587 | 11946505989 31.87

Note: Details of consignments-wise value calculation is as at Annexures Bl & B2 and
corresponding Annexures C1 to C2

It appears that the declared values in the impugned 222 & 226
consignments imported by EPGL and EPMPL, respectively, totally amounting to
Rs. 2514,52,94,423/-CIF and Rs. 2428,55,15,153/-CIF, respectively, on the

basis of inflated invoice prices in invoices of the intermediary GSF, do not
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represent the actual value of the goods, which appears to be Rs.
1876,81,27,973/- CIF and Rs. 1871,61,75,614/- CIF respectively. An
amount of Rs. 1194,65,05,989/- appears to have been siphoned off by over-
valuation to and for the benefit of their related entity GSF by the two entities
EPGL and EPMPL.

Extent of Over-valuation by EOL

31.16 From the investigation and depositions made by officials of EOL, it
appears that the Refinery Expansion Project, involving enhancement of
capacity from 10.5 MMTPA to 20 MMTPA was a technologically complex project
which is why various Technology Licence holders were involved in execution of
the project. It appears that EOL had paid for the services of the Technology
Licence Holders who were also instrumental in selecting vendors for the
imported equipments. Though, EOL had signed two contracts with GSF for
supply of equipments for the refinery expansion project, they apparently had
no role to play, even in identifying/selecting the core vendors. It appears that
they had only selected vendors for off-the shelf items and general raw materials
like pipes and steel etc. Therefore, it appears that EOL was all along aware as
to who the actual manufacturers were. By virtue of relationship with GSF, EOL
were aware of the OEMs/Actual Suppliers and that the goods were to be
directly shipped to India by those OEMs/Actual Suppliers. GSF had no role to
play even in freightment of cargo as the INCO terms of trade remained identical
between the OEM/Actual Supplier and GSF on one hand and GSF & EOL on
the other. Visits of various officials of EOL directly to the vendors bypassing
GSF - the supplier on record, with whom EOL had signed the two contracts,
appears to indicate that GSF is a dummy with no credentials or technical

expertise of a bonafide supplier for such projects.

31.17 As discussed elsewhere in this notice, in respect of 348
consignments imported by EOL, documentary evidence (eg. OEM invoices,
FBCS etc.) pertaining to back-to-back transaction between GSF and the OEM
in relation to consignments imported by EOL are available based on which the
actual value of the goods invoiced by GSF for individual consignments
imported by EOL could be estimated. The extent of value inflation by GSF in its

invoices are as at Column F of the Table below:;-
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Table-68
Value inflation by GSF in invoices raised to EOL at aggregate level

SEN Name of | No. of | Declared  CIF | Actual Value | Difference

TN% ) Importer {CS | Value (Rs.) (Rs.) (Rs.) % Inflation

[A] [B[ [C] [D] [E] [F]

1 EOL 350 2845,64,92,111 | 2189,97,10,661 | 655,67,81,450 29.94
Note: Details of consignments-wise value calculation is as at Annexures B3 and

corresponding Annexures C3.

31.18 It appears that the declared values for the impugned 350

consignments imported by EOL totally amounting to Rs. 2845,64,92,111/-
CIF, on the basis of inflated invoice prices in invoices of the intermediary GSF,
do not represent the actual value of the goods, which appears to be Rs.
2189,97,10,661/- . Thus, it appears that an amount of Rs. 655,67,81,450/-
has been siphoned off by over-valuation to and for the benefit of their related

entity GSF by EOL.
Extent of Over-valuation by EPIL/MATIX

31.19 Investigation appears to reveal that goods imported by EPIL under
the Offshore Supply Contract no. EPIL-GSZ-02/2010 dated 23-08-2010 with
GSF with finally agreed consideration of USD 290 Million were to be supplied to
Matix under the Offshore Supply Contract EPIL/Matix/0002 dated 20-08-2010
worth Rs. 1800 between EPIL and Matix for the purpose of setting up of the
Fertilizer plant for production of ammonia and urea. Documentary evidence in
the nature of back-to-back OEM invoices for consignments invoiced by GSF
reveals value inflation by GSF in its invoices raised on EPIL. The actual value of
for 92 consignments imported by EPIL & MATIX from GSF has been estimated
on the basis of documents evidences like back-to-back OEM invoices, FBCS,
OEM purchase orders etc. The extent of value inflation by GSF at aggregate

CIF level is as at Column F below :-

Table-69

Value inflation by GSF in invoices raised to EPIL at aggregate level

Sr. Name of No. Declared CIF Proposed Difference %

No. | Importer | of CS Value (Rs) Value (Rs.) Inflation

[A] B[ [C] D] [E] [F] [G]

1 EPIL 91 1502,92,44,942 | 756,13,01,681 | 746,79,43,261 98.77

2 Matix 1 7,66,78,481 3,91,40,981 3,75,37,500 95.90
TOTAL 92 1510,59,23,423 | 760,04,42,662 | 750,54,80,761 98.75

Note: Details of consignments-wise value calculation is as at Annexures B4 and
corresponding Annexures C4.
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31.20 It appears that the declared values in the impugned 92
consignments imported by EPIL/Matix
1510,59,23,423/-, CIF on the basis of inflated
intermediary GSF, do not represent the actual value of the goods, which
appears to be Rs. 760,04,42,662/- CIF. Thus it appears that an amount of Rs
750,54,80,761/- has been siphoned off by over-valuation to and for the

benefit of their related entity GSF by EPIL & Matix.

totally amounting to Rs.

invoice prices of the

31.21 Matix on their part appear to have aided and abetted EPIL in their
act of over-valuation and siphoning off of foreign exchange as brought out in

para 26.2 above.

31.22
EOL and EPIL appear to have collectively siphoned off an amount of Rs.

In total, the four entities of the Essar Group viz. EPGL, EPMPL,

2600,87,68,200/- by over-valuation of the imported goods to their related
entity GSF, acting as an intermediary invoicing agent. The details are as

under:-
Table-70

Amount Siphoned off by EPGL, EPMPL, EOL & EPIL/MATIX under the

guise of import remittances

Sr. Name of No. of Declared CIF Actual Value Difference (Rs.) %
No. | Importer CS Value (Rs) (Rs.) Inflation
[A] [B[ [C] [D] [E] [F] [G]
1 EPGL 222 2514,52,94,423 1876,81,27,973 637,71,66,450 33.98
2 EPMPL 226 2428,55,15,153 1871,61,75,614 556,93,39,539 29.76
3 EOL 350 2845,64,92,111 2189,97,10,661 655,67,81,450 29.94
EPIL/
4 ) 92 1510,59,23,423 760,04,42,662 750,54,80,761
Matix
98.75
TOTAL 890 9299,32,25,110 6698,44,56,910 2600,87,68,200 38.83

Thus, the declared values in the impugned 222, 226, 350 and 92 consignments
imported by EPGL, EPMPL, EOL and EPIL/Matix, respectively,
amounting to Rs. 2514,52,94,423/- CIF, Rs. 2428,55,15,153/-CIF, Rs.
2845,64,92,111/-CIF and Rs. 1510,59,23,423 CIF, respectively, declared on

totally

the basis of inflated invoice prices in the invoices of the intermediary GSF, do
not appear to represent the actual value of the goods, which appears to be Rs.
1876,81,27,973/- CIF; Rs. 1871,61,75,614/- CIF; Rs. 2189,97,10,661/-
CIF and Rs. 760,04,42,662/- CIF respectively.
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31.23 Even looking at the above case from the perspective of normal
commercial prudence and due diligence, payment of such huge amounts
running into several hundred million US Dollars over and above the actual
value of the goods appears to be unusual and highly irregular. When the
OEM/actual supplier is selling the goods at a much lower value, no prudent
business entity would pay so much more than the actual value of goods to an
intermediary with no known bona fide value addition. In the instant case, the
goods have been shipped directly to India, by the OEMs/Actual Suppliers, only
Invoices were routed through GSF. That, EPGL, EPMP, EOL and EPIL/Matix
knowing fully well who the actual suppliers were and where the goods are
coming from (as the goods were shipped directly to them), have chosen to pay
such an inflated value and that too on such a large scale, appears to be
contrary to all commercial prudence and due diligence. It appears that no
prudent business firm/entity can be expected to be paying such overvalued
amounts for goods much more than their actual value (running into hundreds
of millions US Dollars) except by collusion with fraudulent intent, which is
apparent from the overall facts of the case as discussed above. It appears that
EPGL, EPMPL, EOL and EPIL/Matix have colluded with GSF and have been
aided and abetted by various persons (as discussed elsewhere) to import
impugned goods by over-valuation following a well-planned modus operandi of

Trade Based money laundering.

31.24 It appears that GSF is not an independent supplier, per-se, but
merely an intermediary dummy agent for invoice inflation for enabling

siphoning off of money abroad as a part of the modus-operandi.

31.25 It also appears that in the guise of import of equipments and
machinery for setting up power projects, oil refinery and fertilizer plant, EPGL,
EPMPL, EOL and EPIL/Matix the entities of the Essar Group, appear to have
indulged in over-valuation of impugned imported goods. The actual value of the
imported goods is Rs. 6698,44,56,910/- CIF, whereas the same have been
invoiced at Rs. 9299,32,25,110/- CIF thus leading to an over-valuation Rs.
2600,87,68,200/- at the CIF level which appears to have been siphoned off
abroad through GSF, an intermediary in the UAE, which was controlled and
managed by the Ruia family through EGL/EGFL, the ultimate holding

company of the Essar Group.
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32.0 LIABILITY TO CONFISCATION AND PENALTY

From the foregoing investigations, it appears that:-

32.1 In view of the apparent overvaluation of the imported goods as a
well planned modus-operandi for siphoning off money abroad, as discussed
above, it appears that EPGL, EPMPL, EOL, EPIL & Matix, the owner/importer
as the case may be, have imported the goods by declaring the value, which they
knew was not true and thus the imports were effected contrary to the
prohibition imposed under Rule 11 and Rule 14 of the Foreign Trade
(Regulation) Rules, 1993 made under Section 19 of the FTDR 1992. Therefore,
the imported goods appear to be liable for confiscation under Section 111(d)
and 111(m) of the Customs Act, 1962.

Therefore, the above imported goods having cumulative declared value of
Rs. 9299,32,25,110/- CIF and estimated actual value of Rs.
6698,44,56,910/- appear to be liable for confiscation under Section 111(d)
and 111(m) of the Customs Act-1962. The details are as under :-

Table-71
Details of consignments pertaining to goods liable to confiscation
Name of Importer | No. of CS Declare Value (CIF) Actual value (CIF)
(Rs.) (as redetermined) Rs.)
A B C D

EPGL 222 2514,52,94,423 1876,81,27,973

EPMPL 226 2428,55,15,153 1871,61,75,614

EOL 350 2845,64,92,111 2189,97,10,661

EPIL/Matix 92+ 1510,59,23,423 760,04,42,662

890 9299,32,25,110 6698,44,56,910

Note: * EPIL — 91 consignments, Matix-1consignment
32.2 It appears that M/s Global Supplies (UAE) FZE, Sharjah, UAE- the
intermediary invoicing agent, on their part, knowingly and intentionally
arranged for supply of goods to EPGL, EPMPL, EOL and EPIL by raising
invoices depicting grossly inflated prices, which did not represent the actual
price of the goods. It appears that M/s Global Supplies (UAE) FZE were fully
aware at all material times that actual price of the goods were available in the
invoices raised by various Actual Suppliers/OEMs in their name,
commensurate with which they had made outward remittances to the Actual
Suppliers/OEMs as evidenced by the discussions in the foregoing paragraphs.
EPGL, EPMPL, EOL and EPIL by virtue of their direct and close relationship
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with GSF and sharing common business interest, also appear to have
proceeded to import and clear goods by producing inflated invoices raised by
GSF to the customs authorities at the time of clearance, being fully aware that
the goods imported by them had been over-invoiced and value declared on the
basis of the GSF’s invoice price did not represent the actual value of the goods.
Matix on their part have also imported two consignments on the strength of
inflated invoices of GSF and have also proceeded to make remittances to GSF
for a large number of consignments imported by EPIL. EPGL, EPMPL, EOL, and
EPIL & Matix (1 consignment) have in relation to the goods imported and
cleared under bills of entry detailed at Annexure-C1 to Annexure C-4 to this
Notice, by their various acts of commission and omission appear to have
rendered the impugned imported goods having declared values and actual

values (as proposed to be re-determined) as under

Table-72
Declared values and actual values for consignments imported by

EPGL, EPMPL, EOL and EPIL/Matix at aggregate level

Name of Importer | No. of CS Declare Value (CIF) Actual value (CIF)
(Rs.) (as redetermined) Rs.)
A B C D

EPGL 222 2514,52,94,423 1876,81,27,973
EPMPL 226 2428,55,15,153 1871,61,75,614

EOL 350 2845,64,92,111 2189,97,10,661

EPIL/Matix 92* 1510,59,23,423 760,04,42,662

890 9299,32,25,110 6698,44,56,910

Note: * EPIL - 91; Matix-1 consignment

liable to confiscation under Section 111(d) and 111(m) of the Customs Act,
1962. Consequently, EPGL, EPMPL, EOL, EPIL/Matix and GSF appear to have
rendered themselves liable to penalty under Section 112 (a) & (b) of the
Customs Act, 1962 and Section 114AA of the Customs Act, 1962.

32.3 ROLE OF SHRI TAPASH BHATTACHARYA

32.3.1 From a collective reading of depositions made by Shri Tapash
Bhattacharya, CFO of EPIL in his two statements dated 04-10-2013 and 12-06-
2014, it appears that in his initial statement recorded on 04-10-2013, he
suppressed vital facts pertaining to his association/employment in various
capacities in several Essar Group companies and it is only upon being

specifically questioned during the course of his second statement dated 12-06-
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2014 that he proceeded to disclose his role & status as a Director in various
Essar Group entities. From the questions posed to him in his statement dated
04-10-2013, it is evident that the DRI enquiry was in relation to goods invoiced
by GSF and hinged on GSF, a company in which he was a Director in the past,
as per his own admission in his second statement. Yet, he chose to remain
silent regarding his past association with GSF as a Director in his initial

statement dated 04-10-2013 for obvious reasons.

32.3.2 His confession that he gave guidance for preparing financial
projection i.e. projected income and profitability of the company (GSF) for a
future period of three to five years goes to show that he had complete
knowledge of the business prospects of GSF as also the mode and manner in
which it was proposed to be to be achieved/implemented. His disclosure that
he was aware of the past performance of GSF goes to show that he had
complete knowledge about GSF’s business transactions as a whole i.e. GSF’s
transactions with OEMs on one side and GSF’s transaction with Essar Group
entities on the other. His deposition also reveal that he had key role to play in

financial facilities being extended to GSF by various banks.

32.3.3 [t further appears that his role & responsibility in GSF as
confessed by him required him to be fully aware of GSF’s costs/expenses
(Amounts payable by GSF to OEMs towards price of goods ordered on the
OEMs for direct shipment to India) vis-a-vis GSF’s revenue (Amounts receivable
from Essar entities in India towards invoices raised by GSF on them). Further,
having deposed that he was aware of the past performance of GSF, not only
appears to indicate that he was fully aware of the various contracts signed in
the year 2007 (prior to his joining GSF) by GSF with various overseas OEMs
(HPECL & others OEMs) & consideration thereof, in relation to the Salaya and
Mahan Power Projects being set up by EPGL & EPMPL, but also appears to
indicate that he was fully aware of the contract price in the back-to-back
contracts between GSF and EPGL/EPMPL executed in the same year i.e. and
extent of inflation therein vis-a-vis OEM contract value. These observations
relating to value inflation by GSF over the OEM value are true in case of GSF’s
transactions with various OEMs & back-to-back transactions with EOL in
relation to EOL’s refinery expansion project also i.e. Contract No. EOL-GSZ-
03/2007 dated 14-02-2007 between GSF-EOL and the corresponding back-to-
back contract/purchase orders placed by GSF on various OEMs for direct

shipment of goods for the refinery expansion project.
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32.3.4 As per Financial Statements of EPL for the year ended 31-03-2009,
Shri Tapash Bhattacharya was appointed a Director in EPL with effect from 04-
12-2008. He continued to be a Director in EPL all along from 04-12-2008
onwards at least upto 12-06-2014 as admitted by him. This stands
corroborated in the Financial Statements of EPL for the years ended 31-03-
2009, 31-03-2010, 31-03-2011, 31-03-2012 and 31-03-2013. As brought out
elsewhere in this notice, investigation appears to reveal that GSF continued to
be a subsidiary of EPL from 10-12-2006 to 28-05-2014 (para 25). Therefore, in
his capacity as a Director of EPL, the parent/holding company of GSF, Shri
Tapash Bhattacharya appears to have been privy to all the business activities
of GSF including transactions with various overseas based OEMs during the
period from 04-12-2008 to at least 12-06-2014. It further appears that being a
signatory to the Contract No. EPIL-GSZ-2/2010 dated 23-08-2010 between
EPIL and GSF for the Fertilizer Project as well as the two amendments thereto,
in his capacity as a Director of EPIL, he had complete knowledge about the said
Contract. At the same time, by virtue of the concurrent position held by him as
a Director in EPL (the parent/holding of GSF) as of 23-08-2010, he had full
right and authority to know/obtain information about GSF’s transactions with
various OEMs. It, therefore, appears that he was privy to the transactions
between GSF and various overseas based OEMs for the Fertilizer project and
the value inflation by GSF over the OEM value in GSF invoices raised on EPIL.
That he was privy to the past transactions of GSF during his tenure as a
Director in GSF (28-12-2008 to 30-09-2009) has already been discussed in the

foregoing paragraphs.

32.3.5 Overall, Shri Tapash Bhattacharya appears not only to be privy to
all decisions taken and contracts signed during his tenure as a Director in
GSF, but also privy to the fact that profitability of GSF was based on value
inflation on paper without any intrinsic value addition, having himself
projected the profitability, being fully aware of the true nature & status of GSF.
It, therefore, appears that Shri Tapash Bhattacharya, CFO, EPIL, apart from
playing a pivotal role in GSF was fully aware of all business activities of GSF,

all along.

32.3.6 Apart from the general role as Director of GSF, in case of EPIL he
had signed the Contract dated 23-08-2010 between EPIL and GSF. Thus, in
respect of the goods imported by EPIL, he had played a more active role in the
above valuation fraud. Therefore Shri Tapash Bhattacharya has done acts, or

omitted to act or has abetted the commission or omission of the said acts,
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which appear to have rendered the goods imported by the aforesaid entities of
Essar under the inflated invoices of GSF as discussed above, liable for
confiscation under Section 111(d) and (m) of the Customs Act, 1962.
Consequently, Shri Tapash Bhattacharya appears to have rendered himself
liable to penalty under Section 112(a) & (b) of the Customs Act, 1962.

32.4 ROLE OF SHRI SHYAM BAGRODIA

32.4.1 From the deposition made by Shri Shyam Sunder Bagrodia,
it appears that he not only had an engineering background having obtained a
degree in mechanical engineer from IIT Kharagpur but was also a Management
graduate from University of Rochester, New York. His deposition clearly reveals
his long association of 21 years with the Essar Group having joined Essar Oil
Limited in the year 1993. During this tenure, he had served in different Group
companies viz. Essar Oil Limited and Essar Projects (I) Limited in various
capacities. He appears to be fully aware of the technicalities associated with
the Refinery Expansion Project having himself admitted to have made
significant contribution in all commercial and contract related issues. The fact
that he is the signatory to the Contract No. EOL-GSZ-03/2007 dated 14-02-
2007 between EOL and GSF on behalf of EOL corroborates his admission.

32.4.2 His deposition, inter-alia, that basic engineering for the refinery
expansion project was carried out in part, by a firm named UOP LLC, Chicago,
USA appears to reveal his knowledge of the fact that, UOP LLC, Chicago, USA, |
apparently one of the vendors, who had shipped certain consignments of
catalysts to India for use in the refinery project set up by EOL had done the
basic engineering and not GSF. He also appears to be fully aware that though
orders were placed by EOL on GSF, it was various overseas vendors and OEMs
who were responsible for design, engineering and manufacture of the imported

goods.

32.4.3 In his statement, he deposed that his visits to China, were for
discussions with Chinese vendors at the request of various Essar Group
entities viz. Essar Oil Limited and various Essar Power & Essar Steel entities to
address their problems regarding delay in project implementation. However, on
being asked to produce documentary evidence in the form of Essar Group
company’s request and authorisation, he has not been able to produce any
evidence till date, despite assurance to produce the same within six days of his

statement. His inability to produce documentary evidence only appears.tQ_

Page 233 of 247 ‘ st



SCN No. DRI/MZU/CI-11/2013-14

indicate that his visits were for reasons/purposes other than those stated by
him. Further, it belies common understanding that a man of his technical
background, expertise and years of experience is sent to visit OEMs/Actual
Suppliers in China merely to explain/review reasons for delay of the project in
India. His direct visit to the Chinese vendors appears all the more unusual
because he never had the locus standi to interact with vendors directly. It was
GSF who had placed orders on the Chinese vendors and not any Essar Group

entity in India.

32.4.4 From investigation it appears that Shri Shyam Sunder Bagrodia is
a signatory (as a witness) to each of two contracts, both dated 21-10-2007,
signed between GSF and the OEM-HPECL, in China, in relation to supply of
BTG and its auxiliaries to the Salaya and Mahan power projects being
implemented by EPGL and EPMPL, respectively, as an independent witness
and has endorsed his signatures in token of having witnessed signing of the
said contract by one Mr. V.N.Paradkar, CEO of GSF. Therefore, as an
employee of the Essar Group company, he was fully aware of the OEMs for
manufacture of BTG & its auxiliaries who were to supply these goods to the two
power projects being set up in India. He has also admitted that his visits to
HPECL were, inter-alia, for discussions regarding supplies to various power

projects of Essar Power (EPGM, EPMPL etc.)

32.4.5 In relation to his admission of having visited South Korea, China
and other Schengen countries, in respect of which he assured to produce
documentary evidence within six days, he has not been able to produce the

same till date.

32.4.6 Regarding his deposition relating to his visit to Doosan
Industries in South Korea in relation to supply of (VDU) reactor for Essar Oil
Refinery at the request of Essar Oil Limited, it appears that the onus was on
GSF to address quality issues, if any, as an entity who had placed an order on
Doosan Industries and to whom GSF was to make payment towards goods
ordered. Therefore, visit of Shri Shyam Bagrodia of EOL to interact directly with
the OEM to address issues of a serious nature, in relation to equipment for
which EOL had not placed an order on the said OEM not only appears to
obliterate the distinction between GSF and the Essar Group but also indicates

the dummy supplier status of GSF.
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32.4.7 Further, he failed to present himself on 31-01-2014 and also did
not submit documents and information in support of various depositions made

by him in his statement dated 23-01-2014.

32.4.8 From the above, it appears that his sound technical & commercial
background, is backed up by years of experience in the industry, as a result of
which he appears to have been entrusted with, inter-alia, the responsibility of
developing opportunities for setting up major Engineering Procurement and
Construction (EPC) Projects outside India (Venezuela). His extensive travels to
various vendors based in overseas countries for discussions, not just in the
refinery sector but in the power sector too, appears to justify his stature &
position. It further appears from his direct visits to overseas vendors for
discussions relating to goods ordered on them by GSF, (and not Essar Group
entities) admittedly without seeking GSF’s approval, that he was fully aware of
GSF being an Essar creation and of its activities being managed and controlled
by the Essar Group, It also appears that he was fully aware of GSF’s status
and lack of technical expertise which is one of the reasons which necessitated
his visits abroad. His direct interaction with the vendors obliterates the

distinction between the Essar Group and GSF.

32.4.9 As per record GSF was incorporated on 03-06-2006 and taken over
by the Essar Group on 10-12-2006 by having EPL subscribe to the whole of its
share capital of one share valued at AED 150,000. Therefore it became a wholly
owned subsidiary of EPL, which in turn was a wholly owned subsidiary of
EGL/EGFL, the ultimate holding company of the Essar Group.

32.4.10 EOL’s contract no. EOL-GSZ-03/2007 with GSF for supply
of equipment to the Refinery Expansion Project to which Shri Shyam Bagrodia
was a signatory on part of EOL was signed on 14-02-2007, when GSF was not
even a year old. Therefore, on the date when a contract was signed, GSF was
neither an experienced entity nor did it possess any technical expertise or prior
project experience to be able to bag a contract worth USD 340 Million.
Therefore, all the preliminary ground work which resulted in entering into and
signing of the contract between GSF and EOL like chalking out the plan for
refinery expansion, assessing requirement of equipment and machinery,
identifying overseas vendors for design, engineering and manufacture of
equipment, negotiating terms and conditions, appears to have been done
directly by EOL with the assistance of Shyam Bagrodia & others. Even

otherwise, the Essar Group’s sole and absolute control over GSF obliterates
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distinction between the Essar Group and GSF as if they were two sides of the

same coin.

32.4.11 As a key person of the Group, Shri Shyam Bagrodia appears to be
fully aware of projects being set up by Essar Group entities in various sectors
(O1l refinery, Power generation etc.). His direct interactions with vendors reveals
that he knew all along who the actual suppliers/OEMs for various projects
were. At the same time, he appears to have been fully aware of the credentials
of GSF that it was not a bonafide supplier and that it is only an intermediary
for value inflation. Being fully aware of the status of GSF as a dummy, he
proceeded to sign the Contract No. EOL-GSZ-03/2007 dated 14-02-2007
between EOL & GSF on behalf of EOL. Given his knowledge about the status of
GSF as well as his knowledge that the actual suppliers of goods were various
overseas OEMs/entities, it appears that he knew that consideration amount
covered in the contract dated 14-02-2007 between GSF and EOL was an
inflated one and not based on the actual price of the goods. He also appears to
be fully aware that GSF has raised inflated invoices on EOL for partial
shipments commensurate with Contract level inflation on the strength of which

EOL had resorted to clearance of goods.

32.4.12 Therefore Shri Shyam Bagrodia has done acts, or omitted to act or
has abetted the commission or omission of the said acts, which appear to have
rendered the goods imported by the aforesaid entities of Essar under the
inflated invoices of GSF as discussed above, liable for confiscation under
Section 111(d) and (m) of the Customs Act, 1962. Consequently, Shri Shyam
Bagrodia appears to have rendered himself liable to penalty under Section

112(a) & (b) of the Customs Act, 1962.

32.5 Role of Shri Pradeep Chokhany

32.5.1 It appears that Shri Pradeep Chokhany, one of the employees of
the Essar Group, who was assigned to work in GSF was made a Director on
GSF on 24-01-2007 within a few days of GSF being taken over by EPL. It is a
fact on record that he was signatory on behalf of GSF in each of the impugned
contracts entered into by GSF with EPGL, EPMPL, EOL and EPIL/Matix.

32.5.2 Shri Pradeep Chokhany has been associated with GSF since it was
taken over by the Essar Group on 10-12-2006. Prior to this, he was employed

with Essar Construction (India) Limited (later known as Essar Projects (India)
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Bowden’s letter dated 20-06-2014. Therefore, on the date he was appointed a
Director in GSF, he continued to employed in Essar Construction (India)
Limited. Being associated from GSF right from early stages, he appears to be
fully aware of the reasons/purposes for which GSF was set up by the Essar
Group. He also actively connived with Essar Group by implementing/execution
the business activities of GSF in a manner and as per the plan conceived by

the Essar Group.

32.5.3 Documents pertaining to transactions between GSF and various
OEMs obtained from various overseas banks as well as those produced by
EPGL/EPMPL reveal his name and signature as a signatory to several Purchase
Orders/Contracts entered into between GSF & the concerned OEMs covering

supply of goods to be shipped directly to India by the concerned OEMs.

32.5.4 Therefore, Shri Pradeep Chokhany, as it appears knew at all
material times that the OEM order value/contract price was the actual price of
the goods and that the Contract price for the back-to-back Contracts between
GSF & the Essar Group entities and/or GSF’s invoices raised on the Essar
Group entities under such contracts were inflated vis-a-vis OEM order
value/contract price/OEM invoice price. Therefore, at all material times he
knew that the consideration agreed upon in GSF contracts with Essar Group
entities in India were grossly inflated over and above the actual price of goods.
Yet, he proceeded to sign several contracts on behalf of GSF with inflated
consideration amounts being fully aware that they did not represent the actual
price of the goods. Being privy to terms and conditions of shipment agreed
between GSF & the OEMs, he was fully aware that the goods would be directly
shipped by the OEMs to India. GSF’s job was to only ensure that inflated
invoices are raised on a back-to-back basis and sent to India for customs

clearance and remittance purposes.

32.5.5 Though, he was summoned to appear before the DRI and join
investigation twice on 09-06-2014 and 16-06-2014, he failed to appear before

the DRI on either of these dates despite having received the summonses.

32.5.6 Therefore Shri Pradeep Chokhany has done acts, or omitted to act
or has abetted the commission or omission of the said acts, in respect of the
impugned goods imported by EPGL, EPMPL, EOL and EPIL+Matix as above
which have rendered them liable to confiscation under Section 111(d) and

Section 111(m) of the Customs Act, 1962. Consequently, Shri Pradeep
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Chokhany appears to have rendered himself liable to penalty under Section

112(a) & (b) of the Customs Act, 1962.

32.5.7 Further as explained above, by knowingly or intentionally making,
signing or using or causing to be made, signed or used declarations,
statements or documents, which were false or incorrect in material particulars
inasmuch as value of the impugned import consignments was over-stated &
hence mis-declared and the relationship between the four importing Essar
Group entities and the invoicing intermediary GSF in the UAE was not declared
and hence suppressed, the various importing entities namely EPGL, EPMPL,
EOL and EPIL/Matix appear to have rendered themselves liable to penalty
under Section 114AA of the Customs Act’1962.

33.0 M/s EPGL, EPMP, EOL and EPIL/Matix have imported the
impugned goods through, inter-alia, Nhava Sheva and Mumbai Ports. The
Central Board of Excise and Customs has specified jurisdictions of various
officers of Customs vide Notification No. 78/2014-Customs (N.T.) dated 16-09-
2014 in supersession of Notification No. 15/2002-Customs (N.T.) dated 07-03-
2002.

33.1 As per Sr. No. 8 of the Table to notification 78/2014-Customs
(N.T.) dated 16-09-2014, Principal Commissioners/Commissioners of Customs,
as mentioned in Column 3 of the Table have common and concurrent
jurisdiction for, inter-alia, Jawaharlal Nehru Port and the Container Freight
Stations (CFSs) under the jurisdiction of the Jawahar Customs House. The
impuged imports in this case have taken place through various CFSs under the
jurisdiction of Jawahar Customs House. Therefore, in so far as imports
through Jawaharlal Nehru Port and CFSs under the jurisdiction of the
Jawahar Customs House are concerned, this Show Cause notice is proposed to
be adjudicated by Commissioner of Customs (Nhava Sheva-III), Mumbai,

Zone-II in view of the common and concurrent jurisdiction.

33.2 As per Sr. No. 9 of the Table to Notification 78/2014-Customs
(N.T.) dated 16-09-2014, Principal Commissioners/Commissioners of Customs,
as mentioned in Column 3 of the Table have common and concurrent
jurisdiction for, inter-alia, Port of Mumbai. The impuged imports in this case
have taken place through the Port of Mumbai. Therefore, in so far as imports

through Port of Mumbai are concerned, this Show Cause notice is propos

Page 238 of 247




SCN No. DRI/MZU/CI-11/2013-14

be adjudicated by Commissioner of Customs (Import-I), Mumbai, Zone-I in

view of the common and concurrent jurisdiction.

34.1

Now, therefore, M/s Essar Power Gujarat Limited (EPGL) are

hereby called upon to show cause, in writing, to the Adjudicating Authorities

indicated

in Column G of Table-73 below for the respective import

consignments mentioned against each, within thirty days of receipt of this

Notice,
Table-73
Imports by EPGL with aggregate value of clearances port-wise
Sr.Nos. of
Sr.N Port of No. of Declared CIF Proposed CIF Annexure- .
o.. Import B/Es Value (RS) value (RS) B1 read Adjudicating Authorities
with C1
A B c D E F G
ACC, Principal Commissioner of
Sahar Customs (III)-(Air Cargo
1 D 4 34234338 27073113 1to4 Complex Import), Mumnbai,
(INBOM4) Zone-1lI
Mumbai
Port Commissioner of Customs
2. Mumbai 1 4319253 3428055 S (Import-I), Mumbai, Zone-I
(INBOM1)
Kandla Commissioner of Customs
3. | (INIXY1) 17 1455822898 1176538519 6-22 '
Kandla
Mundra Principal Commissioner of
4 | oy | 197 4175164222 3084443520 23-129 Customs, Mundra
Nhava Commissioner of Customs
5. Sheva 7 63069613 48060743 130-136 | (Nhava Sheva-Ill), Mumbai,
(INNSA1) Zone-1I
6. | vadinar | g4 19412684099 14428584023 137222 | Commissioner of Customs,
: (INVAD1) (Preventive), Jamnagar
Total 222 | 2514,52,94,423 | 1876,81,27,973
as to why :-
(a) the declared CIF value of the goods of respective consignments
(detailed at Sr. Nos. of Annexures as per Column F) imported by
EPGL, having port-wise aggregate declared value as in Column D,
totally amounting to Rs. 2514,52,94,423/- (CIF) should not be
rejected under Rule 12 of the Customs Valuation (Determination of
Value of Imported Goods) Rules, 2007 read with Section 14 of the
Customs Act, 1962.
(b)  value of goods of respective consignments as at (a) above should

not be re-determined at proposed CIF value as indicated in
respective Sr. Nos. of Annexures as per Column F, with port-wise
aggregate proposed value as in Column E, totally amounting to Rs.
1876,81,27,973/- (CIF) in terms of Rule 4 & Rule 9 of the CVR-
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2007, as the case may be, read with Section 14 of the Customs
Act, 1962.

(c) Goods covered under the 222 bills of entry, having port-wise
aggregate declared value (CIF) as in Column D, and proposed value
as in Column E, totally amounting to Rs. 2514,52,94,423/- (CIF)
and Rs. 1876,81,27,973/- (CIF), respectively, seized under
proviso to Section 110(1) of the Customs Act, 1962, vide Order
F.No. DRI/MZU/CI-11/2013/1992 dated 05-03-2015 should not
be confiscated under Section 111(d) and 111(m) of the Customs
Act, 1962.

(d) Penalty under Section 112 (a) & (b) of the Customs Act, 1962
should not be imposed on them in relation to the above goods.

(e) Penalty under Section 114 AA of the Customs Act, 1962 should not

be imposed on them.

34.1.1 M/s Global Supplies (UAE) FZE, Shri Pradeep Chokhany, Shri
Tapash Bhattacharya and Shri Shyam Bagrodia are hereby called upon to
show cause, in writing, to the Adjudicating Authorities indicated in Column G
of the Table-73 above for the respective import consignments mentioned
against each, within thirty days of receipt of this Notice, as to why penalty
under Section 112 (a) and (b) of the Customs Act, 1962 should not be imposed

on them in relation to the above goods.

34.2 Now, therefore, M/s Essar Power M.P. Limited (EPMPL) are
hereby called upon to show cause, in writing, to the Adjudicating Authorities
indicated in Column G of Table-74 below for the respective import
consignments mentioned against each, within thirty days of receipt of this

Notice,
Table-74

Imports by EPMPL with aggregate value of clearances port-wise

Sr.Nos. of
Sr. Port of No. of Declared CIF Proposed CIF Annexure- .
No.. | Import | B/Es Value (RS) value (RS) B2 read with  Adjudicating Authorities
Cc2
A B o] D E F G
Mumbai C L fC
1. Port 2 546380319 538177485 1-2 Iommlss“mer °b -ustoms
(INBOM1) (Import-I}, Mumbai, Zone-I
Kolkata Principal C . £
2. Sea 188 18781049449 14718428015 3-190 Cact < Port). Kolkata,
(INCCU1) ustoms (Port), Kolkata
ACC, Principal Commissioner of
3. Kolkata 3 36294527 32374708 191-193 Customs (Airport and Air
(INCCU4) Cargo Complex), Kolkata
Nhava Commissioner of Customs
4. 5 3484 -
Sheva 8965 23059969 194-198 | (Nhava Sheva-Ill), Mumbai,
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(INNSA1) Zone-1I
Vishakapa L -
Principal Commissioner of
S tnam 7 1313209600 985939675 220-226 .

' Vi tn
(INVTZ1) Customs, Visakhapatnam
Paradeep Commissioner of Custom,

6. (INPRT]) 20 2088937305 1984057089 199-218 (Preventive) Bhubaneshwar
Vadinar Commissioner of Customs,
7. | nvapi) 1 584794988 434138673 (Preventive), Jamnagar
226 2428,55,15,153 1871,61,75,614
as to why :-
(@) the declared CIF value of the goods of respective consignments

(b)

()

(d)

(e)

34.2.1

(detailed at Sr. Nos. of Annexures as per Column F) imported by
EPGL, having port-wise aggregate declared value as in Column D,
totally amounting to Rs. 2428,55,15,153/- (CIF) should not be
rejected under Rule 12 of the Customs Valuation (Determination of
Value of Imported Goods) Rules, 2007 read with Section 14 of the
Customs Act, 1962.

value of goods of respective consignments as at (a) above should
not be re-determined at proposed CIF value as indicated in
respective Sr. Nos. of Annexures as per Column F, with port-wise
aggregate value as in Column E, totally amounting to Rs.
1871,61,75,614 (CIF) in terms of Rule 4 & Rule 9 of the CVR-
2007, as the case may be, read with Section 14 of the Customs
Act, 1962.

Goods covered under the 222 bills of entry, having port-wise
aggregate declared value (CIF) as in Column D, and proposed value
as in Column E, totally amounting to Rs. 2428,55,15,153/- (CIF)
and Rs. 1871,61,75,614 (CIF), respectively, seized under proviso
to Section 110(1) of the Customs Act, 1962, vide Order F. No.
DRI/MZU/CI-11/2013/1993 dated 05-03-2015 should not be
confiscated under Section 111(d) and 111(m) of the Customs Act,
1962.

Penalty under Section 112 (a) & (b) of the Customs Act, 1962
should not be imposed on them in relation to the above goods.
Penalty under Section 114 AA of the Customs Act, 1962 should not

be imposed on them.

M/s Global Supplies (UAE) FZE, Shri Pradeep Chokhany, Shri

Tapash Bhattacharya and Shri Shyam Bagrodia are hereby called upon to

show cause,

in writing, to the Adjudicating Authorities indicated in Column G
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against each, within thirty days of receipt of this Notice, as to why penalty
under Section 112 (a) and (b) of the Customs Act, 1962 should not be imposed

on them in relation to the above goods.

34.3

Now, therefore, M/s Essar Oil Limited (EOL) are hereby called

upon to show cause, in writing, to the Adjudicating Authorities indicated in

Column G of Table-75 below for the respective import consignments mentioned

against each, within thirty days of receipt of this Notice,

Table-75

Imports by EOL with aggregate value of clearances port-wise

Sr. Port of No. Declared CIF Proposed CIF Sr.Nos. of Adjudicating Authorities
No. Import of Value (RS) value (RS) Annexure- B3
Cs read with C3
A B C D E F G
Vadinar Commissioner of Customs,
1. (INVAD1) 45 13076525135 10229312665 306-350 (Preventive), Jamnagar
Nhava Commissioner of Customs
2. Sheva 191 9968378616 7246684215 113-303 (Nhava Sheva-IIl), Mumbai,
(INNSA1) Zone-II
Mundra Principal Commissioner of
3. (INMUN1) 39 3245187205 2595134137 74-112 Customs, Mundra
Mumbai Commissioner of Customs
4. Port 15 1423216408 1250622457 1-15 (Import-I), Mumbai, Zone-1
(INBOM1)
ACC, Principal Commigsioner of
5. | Sahar | 57 418104758 331648285 16-72 Customs — (I)-(Adr Cabrg.‘)
(INBOM4) Complex-Import), Mumbai,
Zone-I1I
Kandla Commissioner of Customs,
6. (INIXY 1) 2 324445279 245882017 304-305 Kandla
ACC, Principal Commisioner of
7. Delhi 1 634710 426885 73 Customs, Air Cargo Complex,
(INDELA4) (Import), Delhi

TOTAL 350

2845,64,92,111

2189,97,10,661

as to why :-

(@) the declared CIF value of the goods of respective consignments

(detailed at Sr. Nos. of Annexures as per Column F) imported by

EPGL, having port-wise aggregate declared value as in Column D,
totally amounting to Rs. 2845,64,92,111/- (CIF) should not be
rejected under Rule 12 of the Customs Valuation (Determination of

Value of Imported Goods) Rules, 2007 read with Section 14 of the

Customs Act, 1962.

(b)  value of goods of respective consignments as at (a) above should

not be re-determined at proposed CIF value as indicated in

respective Sr. Nos. of Annexures as per Column F, with port-wise

aggregate proposed value as in Column E, totally amounting to Rs.

2189,97,10,661 (CIF) in terms of Rule 4 & Rule 9 of the CVR-_
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2007, as the case may be, read with Section 14 of the Customs
Act, 1962.

(c) Goods covered under the 222 bills of entry, having port-wise
aggregate declared value (CIF) as in Column D, and proposed value
as in Column E, totally amounting to Rs. 2845,64,92,111/- (CIF)
and Rs. 2189,97,10,661 (CIF), respectively, seized under proviso
to Section 110(1) of the Customs Act, 1962, vide Order F.No.
DRI/MZU/CI-11/2013/1994 dated 05-03-2015 should not be
confiscated under Section 111(d) and 111(m) of the Customs Act,
1962.

(d)  Penalty under Section 112 (a) & (b) of the Customs Act, 1962
should not be imposed on them in relation to the above goods.

(e) Penalty under Section 114 AA of the Customs Act, 1962 should not

be imposed on them.

34.3.1 M/s Global Supplies (UAE) FZE, Shri Pradeep Chokhany, Shri
Tapash Bhattacharya and Shri Shyam Bagrodia are hereby called upon to
show cause, in writing, to the Adjudicating Authorities indicated in Column G
of the Table-75 above for the respective import consignments mentioned
against each, within thirty days of receipt of this Notice, as to why penalty
under Section 112 (a) and (b) of the Customs Act, 1962 should not be imposed

on them in relation to the above goods.

34.4 Now, therefore, M /s Essar Projects India Limited (EPIL) and M/s
Matix Fertilisers and Chemicals Limited (Matix) are hereby called upon to show
cause, in writing, to the Adjudicating Authorities indicated in Column G of the
Table-76 below for the respective import consignments mentioned against

each, within thirty days of receipt of this Notice,
Table-76

Imports by EPIL+Matix with aggregate value of clearances port-wise

Sr. No. Port of | No. of Declared CIF Proposed CIF Sr.Nos. of Adjudicating Authorities
Import B/Es Value (RS) value (RS) Annexure-
B4 read with
Cc4
A B C D E F G
EPIL
Mumbai Commissioner of Customs
1 (INBOM1) 2 345242828 270650244 1-2 (Import-I), Mumbai, Zone-I
Kolkata L L

2 Sea 76 13271156472 6509938828 3-5, & 7-79 Pgm‘pal Commissioner of

(INCCU1) ustoms (Port), Kolkata
ACC, Principal Commissioner of

3 Kolkata ’ 116349877 66700397 80-86 Cust;)ms (Airport and Air
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(INCCU4) Cargo Complex), Kolkata

4 Durgapur 5 1254939498 678242406 87-91
(INDURS6)

Commissioner of Customs
(Preventive) West Bengal

Nhava Commissioner of Customs
Sheva 1 41556266 35769806 92 (Nhava Sheva-IlII), Mumbai,
(INNSA1) Zone-II

Sub-Total 91 15029244941 7561301681

MATIX

Kolkata 6 Principal Commissioner of
6. Sea
(INCCU1) 1 76678481 39140981

Customs (Port), Kolkata

Grand Total 92 1510,59,23,423 760,04,42,662

as to why :-

()

(d)

34.4.1

the declared CIF value of the goods of respective consignments
(detailed at Sr. Nos. of Annexures as per Column F) imported by
them, having port-wise aggregate declared value as in Column D,
totally amounting to Rs. 1510,59,23,423/- (CIF) should not be
rejected under Rule 12 of the Customs Valuation (Determination of
Value of Imported Goods) Rules, 2007 read with Section 14 of the
Customs Act, 1962.

value of goods of respective consignments as at (a) above should
not be re-determined at proposed CIF value as indicated in
respective Sr. Nos. of Annexures as per Column F, with port-wise
aggregate proposed value as in Column E, totally amounting to Rs.
760,04,42,662/- (CIF) in terms of Rule 4 & Rule 9 of the CVR-
2007, as the case may be, read with Section 14 of the Customs
Act, 1962.

Goods covered under the 222 bills of entry, having port-wise
aggregate declared value (CIF) as in Column D, and proposed value
as in Column E, totally amounting to Rs. 1510,59,23,423/- (CIF)
and Rs. 760,04,42,662/- (CIF), respectively, seized under proviso
to Section 110(1) of the Customs Act, 1962, vide Order F.No.
DRI/MZU/CI-11/2013/1994 dated 05-03-2015 should not be
confiscated under Section 111(d) and 111(m) of the Customs Act,
1962.

Penalty under Section 112 (a) & (b) of the Customs Act, 1962
should not be imposed on them in relation to the above goods.
Penalty under Section 114 AA of the Customs Act, 1962 should not

be imposed on them.

M/s Global Supplies (UAE) FZE, Shri Pradeep Chokhany, Shri

Tapash Bhattacharya and Shri Shyam Bagrodia are hereby called upon to
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show cause, in writing, to the Adjudicating Authorities indicated in Column G
of the Table-76 above for the respective import consignments mentioned
against each, within thirty days of receipt of this Notice, as to why penalty
under Section 112 (a) and (b) of the Customs Act, 1962 should not be imposed

on them in relation to the above goods.

35.0 Each of the above noticees, is required to submit a written reply to
the Adjudicating Authority within 30 days from the date of receipt of this
notice. In their written reply, the noticees may also indicate as to whether they
would like to be heard in person. In case no reply is received within the time
limit stipulated above or any further time which may be granted and/or if
nobody appears for personal hearing, when the case is posted for the same, the
case will be decided ex-parte on the basis of evidence on record and without

any further reference to the notice(es).

36.0 The relied upon documents (RUD) for issuance of this notice are
listed in Annexure ‘R’, softcopies of which are being supplied along-with this
notice in a CD. If, before filing replies to this notice, the noticees desire to
inspect any documents, which are relied upon, they may do so with prior
appointment with the Deputy Director, Commercial Intelligence (C.I.) Cell, 5th
Floor, 13, Sir Vithaldas Thackersey Road, New Marine Lines, Mumbai 400 020

on any working day.

37.0 This show cause notice is being issued under section 124 of the
Customs Act-1962, without prejudice to any other action that may be taken in
respect of the above goods and / or the persons / firms mentioned in the notice
under the provisions of the Customs Act, 1962 and / or any other law for the

time being in force, in the Republic of India.

YAl
(P.K. DASH) ”\”3‘}! >

ADDITIONAL DIRECTOR GENERAL

Encl.: Annexures A, Bl to B4, C1 to C4 and R.
To:

1. ESSAR POWER GUJARAT LIMITED-(EPGL)
SALAYA ADMINISTRATIVE BUILDING 44KM,
POST BOX 7, JAMNAGAR-OKHA HIGHWAY,
POST KHAMBHALIYA,
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JAMNAGAR DISTRICT,
GUJARAT

2. ESSAR POWER M.P. LIMITED-(EPMPL)
PRAKASH DEEP, 10™ FLOOR,
7TH TOLSTOY MARG,
NEW DELHI - 110 001

3. ESSAR OIL LIMITED-(EOL)
POST BOX NO. 24, KHAMBHALIA POST,
JAMNAGAR DISTRICT,
GUJARAT-361305

4. ESSAR PROJECTS INDIA LIMITED-(EPIL)
ESSAR HOUSE, 11, K.K.MARG,
MAHALAXMI, MUMBAI-- 400 034,
MAHARASHTRA

S. MATIX FERTILIZERS AND CHEMICALS LIMITED-(MATIX),
PANAGARH INDUSTRIAL PARK, PANAGARH,
BARDHAMAN,
WEST BENGAL-713148

6. M/S GLOBAL SUPPLIES (UAE) FZE-(GSF)
LOB 38, OFFICE NO. 38 G 03 & 04,
P.O. BOX 42169, HAMRIYAH FREE ZONE,
SHARJAH, UNITED ARAB EMIRATES

7. SHRI PRADEEP CHOKHANY
FLAT 37, 4™ FLOOR,
VASUNDHARA RESIDENTS ASSOCIATION,
17 BHULABHAI DESAI ROAD,
MUMBAI - 400026

8.  SHRI SHYAM SUNDER BAGRODIA,
EXECUTIVE DIRECTOR,
ESSAR PROJECTS (I) LIMITED
ESSAR HOUSE, 11, K.K.MARG,
MAHALAXMI, MUMBAI-- 400 034,
MAHARASHTRA

9. SHRI TAPASH BHATTACHARYA,
2102, PLANT GODREJ, TOWER-3,
30 KK MARG, SAAT RASTA,
MUMBAI-400011

MAHARASHTRA
Copy to:
i) The Commissioner of Customs Nhava Sheva-IlI), Mumbai, Zone-II,

Jawaharlal Nehru Customs House, Nhava Sheva, Taluka-Uran,
District: Raigad, Maharashtra-400707
ii) The Commissioner of Customs, (Import-I), Mumbai, Zone;
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viii)

xi)
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The Principal Commissioner of Customs (IlI)-(Air Cargo Complex-
Import), Mumbai, Zone-IlI, Air Cargo Complex, Sahar, Andheri
(East), Mumbai-400 099

The Commissioner of Customs, Kandla, Custom House, Near Balaji
Temple, Kandla-370210

The Principal Commissioner of Customs, Mundra, Custom House,
Mundra, Gujarat

The Commissioner of Customs, (Preventive), Jamnagar, Sarda
House, Bedi Bandar Road, Opposite Panchavati, Jamnagar-
361002

The Principal Commissioner of Customs (Port), Kolkata, 15/1
Strand Road, Custom House, Kolkata-700001

The Principal Commissioner of Customs (Airport and Air Cargo
Complex), Kolkata, 15/1 Strand Road, Custom House, Kolkata-
700001

The Principal Commissioner of Customs, Visakhapatnam, Custom
House, Port Area, Visakhapatnam-530035

The Commissioner of Customs, (Preventive), Bhubaneshwar, CR
Building, Rajaswa Vihar, Bhubaneshwar-751007

The Principal Commissioner of Customs, Air Cargo Complex
(Import), Delhi, New Custom House, Near IGI Airport, New Delhi-
110037

The Commissioner of Customs (Preventive) West Bengal, 15/1
Strand Road, Custom House, Kolkata-700001

The Deputy Director, B Cell, DRI, MZU, Mumbai
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ANNEXURE-A
Analysis of Documents received from various banks
1.1. Documents from AXIS Bank, DIFC Branch, Dubai

In response to DRI letter dated 04-06-2013, AXIS Bank, DIFC Branch,
Dubali, vide letter Ref.No. AXIS/DIFC/1424/2013-14 dated 09-01-2014, (RUD-
11) forwarded documents relating to the Account held with it by GSF.

1.2 Documents received from Indian Overseas Bank, Hong Kong

On or about 23-01-2014, the Chief Executive of the Hong Kong Branch of
Indian Overseas Bank (for short T10B-HK’) forwarded certain documents under
a letter Ref.No. HKM /2012013 dated 22-01-2014 (RUD-12) , in response to
DRI letter dated 04-11-2013.

1.3 Documents received from Bank of India, London Branch

In response to the DRI request dated 04-11-2013, Bank of India, London
Branch-(BOI-LB) forwarded certain documents vide its letter

Ref.No.LON/TF/SP/68/363 dated 15-11-2013 (RUD-13) .
1.4 Documents from ICICI Bank, Manama, Kingdom of Bahrain

In response to the DRI request dated 04-11-2013, ICICI Bank Limited,
Manama, (ICICI, Manama) forwarded certain documents vide its letter

Ref.No.Nil dated 14-11-2013 (RUD-14).
1.5 Further documents received from Indian Overseas Bank, Hong Kong

Enquiries revealed that there were changes in the constitution and
share-holding of GSF over the years since opening of the accounts with the
respective banks. Therefore, updated KYC documents were called for from 10B-
HK vide letter F.No. DRI/MZU/CI-11/2013-14 dated 13-08-2014 (RUD-15).
IOB-HK vide its letter Ref.No. HKM/2014-15 dated 19-08-2014 (RUD-16),

forwarded the documents.

1.6 Further documents received from AXIS Bank, DIFC, Dubai relating
to GSF

In response to DRI request letter dated 11-06-2014, Axis Bank DIFC
Branch Dubai submitted further documents under their letter

AXIS/DIFC/420/2014-15 dated 17-06-2014 (RUD-16A)
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1.7 Documents from AXIS Bank, DIFC, Dubai relating to Essar Projects
Limited (Parent/Holding company of GSF)

During enquiries, it was gathered that the parent company of GSF i.e
Essar Projects Limited (EPL) also held an account with AXIS Bank, DIFC
Branch at Dubai. Therefore, a request was made to the AXIS Bank, DIFC
Branch, Dubai to forward relevant information/documents in respect of the
account held by EPL vide letter bearing F.No. DRI/MZU/CI-11/2013-14 dated
30-06-2014 (RUD-17). AXIS Bank DIFC, Dubai vide its letter
AXIS/DIFC/530/2014-15 dated 09-07-2014 (RUD-18) forwarded certain

documents pertaining to the account held by it for EPL.

1.8 Further documents received from Indian Overseas Bank, Hong Kong

IOB-HK had not furnished the Loan Facility Agreement dated 07-02-
2008. Accordingly, a request was made vide an e-mail dated 31-07-2014 (RUD-
19). Vide letter dated 01-08-2014 (RUD-20), IOB Hong Kong furnished a copy
of Loan Facility Agreement dated 07-02-2008. Perusal of the Agreement
revealed that it was a tripartite agreement executed between GSF as Borrower,
Essar Projects Limited as guarantor and M/s Indian Overseas Bank as the
Lender on 07-02-2008, wherein the bank has agreed to make available to the
borrower (GSF) a revolving loan facility of USD 100 Million for its general
working capital requirement in the form of back-to-back letter of credit facility
(documents against payment/documents against acceptance) and a guarantee
facility in an aggregate amount equal to the commitment. The Agreement was
found signed by Shri Pradeep Chokhany on behalf of Global Supplies (UAE)
FZE and Shri Mohanan Aniyath on behalf of M/s Essar Projects Limited.

1.9 Further documents from ICICI Bank, Manama, Kingdom of Bahrain

From the first set of documents submitted by ICICI-Manama, it appeared
that the Bank had restricted itself to submitting KYC & other documentation
relating to GSF which pertained to the period when the application for opening
the account was made by GSF with the Bank. Vide letter bearing F.No.
DRI/MZU/CI-11/2013-14 dated 13-08-2014 (RUD-21), updated KYC records
& other documents were called for from the Bank. In response to the DRI
request, ICICI Bank Limited, Manama, (ICICI, Manama) forwarded certain

documents vide its letter dated 25-08-2014 (RUD-22).

1.10 Further Documents from Bank of India, London Branch
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Perusal of KYC documents obtained from other bank revealed changes in
the constitution and share-holding of GSF over the years since opening of the
account with the respective banks. These included change in the holding
company/parent company of GSF. From the first set of documents submitted
by BOI-LB, it appeared that the Bank had restricted itself to submitting KYC &
other documentation relating to GSF which pertained to the period when the
application for opening the account was made by GSF with BOI-LB. Therefore,
updated KYC records & other documents were called for from the Bank vide
DRI's letter dated 13-08-2014 (RUD-21). BOI-LB vide its letter
LON/ADV/SKV/275 dated 18-08-2014 (RUD-23) submitted the documents.

1.11 Documents from AXIS Bank, DIFC, Dubai relating to M/s Essar
Global Fund Limited

During enquiries, it was gathered that the ultimate holding company of
the Essar Group i.e. M/s Essar Global Fund Limited (earlier known as M/s
Essar Global Limited) also held an account with AXIS Bank, DIFC Branch,
Dubai. Accordingly, vide letter bearing F.No. DRI/MZU/CI-11/2013-14 dated
11-11-2014 (RUD-24), a request was made to AXIS Bank, DIFC Branch, Dubai
to forward relevant documents in relation to the various accounts held by
Essar Global Fund Limited (for short-‘EGFL’). AXIS Bank, DIFC Branch, Dubai
vide its letter Ref.No. AXIS/DIFC/1067/2014-15 dated 17-11-2014 (RUD-25)

forwarded certain documents in relation to the account held by EGL/EGFL.

2.0 KYC Documents relating to GSF received from various banks

2.1. Certificate of Incorporation-(RUD-26)- (Source - Letter dated
14.11.2013 of ICICI Bank, Manama)

The Certificate Registration No. 1109 issued by the Registrar, Free Zone
Authority, Hamriyah Free Zone, Sharjah, certifies that GSF was duly
incorporated as a Free Zone Establishment with limited liability and registered
in the FZA register on 03-06-2006.

2.2, Licence Certificate No. 1800- (RUD-27) (Source - Letter dated
25.08.2014 of ICICI Bank, Manama)

The Certificate issued on 03-03-2006 by the Hamriyah Free Zone

Authority, Government of Sharjah, which, inter-alia, reveals that GSF is
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zone establishment, licensed for services viz. ‘project management services for

turnkey project outside UAE’.

2.3.

Documents received vide letter dated 22.01.2014 of Indian Overseas

Bank, Hongkong (RUD-28)

2.3.1

The above document provides a date-wise record of changes as

recorded by HFZ, with effect from 10-12-2006 till 26-01-2014, which is

reproduced below for ease of appreciation :-

Date of Change

History of Change

26/01/2014 | VENKATA SUBRAMANANIAN ANANTHA KRISHNAN resigned w.e.f. 26/01/2014

16/12/2013 | MR. XANDER RICHARD MARIA Resigned as Director W.E.F. 20/08/2013 & MS. AIDA
DRIESPRONG CARVAJAL appointed as new DIRECTOR W.E.F. 20/08/2013 as per the
board resolution.

30/04/2013 | Mr. Vivek Sethia Resigned from the Company as a Secretary & Mr.Ventaka Subramanian
Anantha Krishnan (Appointed as a New Secretary) w.e.f. 23/04/2013

13/12/2012 | Pradeep Chokhany resigned as director & VENTAKA SUBRAMANIAN ANANTHA KRISHNAN
(Appointed as new Director w.e.f. 13/12/2012 as per the board resolution)

06/03/2012 | -Xander Richard Maria (Appointed as new Director w.e.f. 11/01/2012 as per the board
resolution)

07/10/2010 | -Mr.Robert Gobarth Kuiperi has passed away w.e.f. 24/08/2010 & Mr. Vivek Sethia
Appointed as new Secretary .e.f. 06/09/2010

21/03/2010 | -Mr.Deepak Vithalrao, Mr. Pradeepta Ranjan Banerjee and Mr. Vithal Ganesh resigned as a
directors & Mr. Niels Bart Van Linder, Mr.Robert Gubarth Kuiperi & Mr. Gerlof Jan Bouma
(appointed as new directors)

26/01/2010 | -M/s Essar Project Ltd. had transferred their 2135 shares to M/s Professional Equipment
Suppliers Limited (Appointed as new shareholder) w.e.f. 26/01/2010-The Share Certificate
is issued on lieu of the previous share certificate 1, 2 & 3 upon transfer of the entire shares
of Global Supplies (UAE) FZE by Essar Projects Limited to Professional Equipment Suppliers
Limited.

30/09/2009 | -Mr.Vishno Narayan Paradkar, Mr.Tapash Bhattacharya & Mr. Mohanan Aniyath Resigned
as director w.e.f. 30/09/2009

28/12/2008 | -Mr.Vishnoo Narayan Paradkar, Mr. Pradeepta Ranjan Banerjee, Mr. Vithal Ganesh Palsule,
Mr.Tapash Bhattacha & Deepak Vithalrao Chaudhary Appointed as New Director w.e.f.
28/12/2008

16/03/2008 | -The share capital increased from 70,950,000 to 320250000 w.e.f. 16-03-2008

27/03/2007 | -The share capital increased from 150,000 to 70,950,000 w.e.f. 27/03/2007

24/01/2007 | -Mr.Pradeep Chokhay Appointed as New Director w.e.f.24/01/2007

10/12/2006 | -M/s Global Supplies Limited Resigned and Transferred to Essar Project Llimited (New
Appointment and Shareholder) w.e.f. 10/12/2006

2.3.2 ‘Account Opening Form’ (RUD-29) which reveals, inter-alia, that

GSF had declared its address as LOB 38, Office No. 38, G-03 & 04, P.O.Box No.

42169, Hamriyah Free Zone (for short - HFZ), Sharjah; that its

occupation/nature of business was ‘Project Management Services for Turnkey

R
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e
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(Hazira) Limited, whose account number and branch (C/A No. 6521- Indian
Overseas Bank, Nariman Point Branch, Mumbai) were found mentioned in the
relevant column for mentioning particulars of the Introducer; that three
persons viz. Shri Pradeep Chokhany, Shri Iyer Sreehari Narayana and Shri B.
Sivakumar were authorised signatories for the account. ‘Annexure to Account
Opening Form - Know Your Customer (KYC) -Customer’s Record Profile’ which
was required to be filled up by the applicant customer at the time of opening
the account as found specifically mentioned on the form itself. The Profile
Formats were found to have been filled up in hand separately for GSF and its
authorised signatories. The E-mail identities as found declared by the

authorised signatories in their respective Profile Formats are reproduced below

a} Shri Mohanan Aniyath : maniyath@essar.com

b} Shri Pradeep Chokhany : pchokhany@essar.com

c) Shri Sivakumar Balasubramanian : shivaiver@essar.com

d) Shri lyer Sreehari : sreehari@essar.com

From perusal of the above, it appears that the email identities pertain to
domain of Essar (Essar.com) and thus appear to be part of the family of the

Essar Group as held out to others.

2.83.3 A letter dated 07-03-2011 (RUD-30) of GSF addressed to IOB,
available amongst the documents, reveals that GSF had made a request to the
bank for updating changes that had taken place in the contact details of the
company. In the said letter, GSF provided details of their correspondence office
(in addition to their registered office) at Office No. 131, Building No. 6E, ‘A’ East
Wing. P.O. Box No. 371359, Dubai Airport Free Zone, Dubai, United Arab
Emirates. GSF also requested the Bank to replace the e-mail addresses
provided to the bank with new e-mail addresses viz. (1)

Pradeep.Chokhany@GSFZE.ae (2) Anantha.Krishnan@GSFZE.ae.

2.3.4 Financial Statements of GSF for the financial years from 2006-2007
to 2012-13 (RUD-31) .

2.4 GSF’s letter dated 01-11-2009 (RUD-32) addressed to IOB, Hong Kong
(Source-IOB letter dated 19.08.2014)

The letter states, inter-alia, as under :-

,,:115 :
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i) GSF was set up as a 100% subsidiary of Essar Projects Limited, UAE.

ii) GSF specialises in procurement of equipment and project materials for
steel, power, oil and gas and other industrial projects and that it is
currently engaged in the execution of very large value contracts on

lumpsum basis.

iii) Order book position of GSF as on September 2009 was about USD 2.5

billion.

iv) GSF has a vendor base of over 10,000 vendors across different parts of

the world.
v) The delivery period of supplies ranges from 06 to 22 months.

vi) In order to execute such large value procurement contracts consisting of
long lead items, GSF is need for substantial working capital facilities,

both fund based and non-fund based.

vil)Currently GSF has already tied up bank facilities to the tune of USD
640 Million but these are entirely non-fund based facilities and that too

backed by corresponding LCs from clients.

viii) In view of the above factors, there was a pressing need to increase
the equity base of GSF and towards the same, M/s Essar Projects
Limited has decided to bring in an external investor to infuse additional

capital in the company.
ix) The above was being done in a two-stage process :-

a) Transfer of share holding of Essar Projects Limited in GSF to another
subsidiary called Essar Subsea Limited, Dubai which will make GSF
100% subsidiary of Essar Subsea Limited, which will be the only asset

of Essar Subsea Limited.

b) They have approached an external private equity investor i.e. M/s
Enterprise Emerging Market Fund for investment into Essar Subsea
Limited by subscribing to fresh equity shares of Essar Subsea Limited.
Based on the discussions, the external investor showed interest for 75%
ownership of Essar Subsea Limited (and thereby GSF) which will leave
Essar Projects Limited with 25% ownership of Essar Subsea Limited
(and thereby GSF). The valuation of GSF for this transaction was USD
120 Million implying that the external investor will bring in fresh equity

of USD 360 Million for its 75% ownership of Essar Subsea Limited/
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upon completion of all aspects of the transaction. Pursuant to these

proposals, proposed holding structure as given by GSF to the bank is

reproduced below :-

IMAGE-O1

e GLoRee Soppilee UAB eag
Peopesed ITeuetveg.

Essar Global Limited, Enterprise Emerging
Cayman Islands Market Fund
100% 100%

4

A
Essar Projects
Limited, Jebel ali Free
Zone, Dubai

Seppest Holdings
Limited, Cyprus

25% 5%

Essar Subsea Limited,
Jebel Ali Free Zone,
Dubai

100%

Global Supplies (UAE) FZE,
Hamriyah Free Zone,
Sharjah

2.6 GSF’s letter dated 27-06-2012 addressed to ICICI Bank Limited (Source-
ICICI Bank, Manama letter dated 25.08.2014)

This letter addressed by GSF to the Bank is regarding approval for change in
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in order to deal with its pressing needs to increase its facility base necessitated
by the alleged obligation to execute increased large value contracts which it
had bagged. Brief contents of the submissions made in the letter are

summarised point-wise below :-

o that it (GSF), essentially a procurement company, a wholly
owned subsidiary of Professional Equipment Suppliers Limited
(PESL), had an order book position of about 6 Billion USD on
the said date (i.e 27-06-2012)

e That they were in the process of obtaining additional orders to
the tune of 200-300 Million USD having long term delivery
schedules, for execution of which they were in the need of

substantial working capital facilities.

e Due to the pressing need to increse the facility base of GS,
Essar Projects Limited (EPL)- (parent company of GSF) had
decided to bring in an external investor to infuse additional

capital in GSF.

e That a private equity fund (PE Fund) called Enterprise Emerging
Markets Fund had expressed interest to acquire the majority
stake in GSF and based on GSF’s request to the bank in this
regard and approval thereof by the bank, changes in
shareholding structure were effected as a result of the PE Fund
acquiring 75% stake in PESL by way of fresh equity infusion
and shareholding of the parent company i.e EPL reduced to
25% in PESL.

e To take care of current business requirements of GSF, PE Fund
had at that point of time interest to buyout the balance 25%
shares held by EPL. That the PE fund having accesss to various
financial markets & experstise in fund raising was competent to

support GSF by guaranteeing the financial facilities.

e That the sale of 25% shares held by EPL in ESSL/PESL to PE
Fund would not affect their current or future business plan and
that the Essar Group would continue to support GSF in
business by awarding their supply contracts and would

continue as their business partner.
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e That GSF was in the process of preparing necessary paper work
to give effect to the change in the share-holding structure and
that the letter was being forwarded to the Bank for its

information and necessary approval.

From the above, it appears that EPL continued to hold substantial control over

the activities of GSF despite being a minority share-holder (25%)

2.7 GSF’s letter dated 30-10-2013- (RUD-33) (Source-Axis Bank DIFC,
Dubai letter dated 17.06.2014)

The above letter addressed to the Axis Bank, DIFC, Dubai is with reference
to Bank’s e-mail dated 09-10-2013. Confirmation of Ownership letter dated
21.10.2013 stated to have been issued by Enterprise Emerging Markets Fund
was found attached to the GSF’s letter dated 30.10.2013. Perusal of the letter
dated 21-10-2013 reveals that though it is on the letter head of Enterprise
Emerging Markets Fund with the name and address being shown as Enterprise
Emerging Markets Fund B.V. Pareraweg 45, PO Box No. 4914 Curacao, it was
not signed by Enterprise Emerging Markets Fund. Two copies of the letter
received from the Bank were found signed by persons representing entities
other than Enterprises Emerging Markets Funds. One copy bore the signature
of Angeliek Jacobs, whose title was mentioned as ‘Director’ of Eclipse
Management B.V. whereas the other copy bore the signature of Mrs. Aida
Driesprong, whose title was mentioned as Director for Sudamco Management
Services N.V. Relevant contents of the letter dated 21.10.2013 addressed to

GSF are reproduced below :-

Date : 21 October 2013

To:

The Board of Directors

Global Supplies (UAE) FZE
Hamriyah Free Zone Authority
Hamriyah, Sharjah

United Arab Emirates

Dear Sirs,

Sub : Confirmation of Ownership
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Cyprus, a 100% subsidiary of Enterprise Emerging Markets Fund B.V. an
open ended investment company, incorporated with limited liability on 8%
September 1998, and existing under the laws of Curacao, with its registered
office address at Pareraweg 45, Curacao, (hereinafter referred to as “Fund”).

This letter is to certify that 100% of the beneficial ownership of your
Company, Global Supplies (UAE) FZE, a company limited by shares,
incorporated and existing under the laws of Hamriyah Free Zone Authority,
Sharjah, United Arab Emirates is held by the Fund through Seppest.

The ultimate ownership of 100% of the voting shares of the Fund is vested
with Amicorp Investments Limited, a limited liability company incorporated
and existing under the laws of Cyprus. The shareholding of Amicorp
Investments Limited is as follows:

e Antonius R.W.Knipping: 51.65%

e Minority shareholders: 48.35% (with no single shareholder owning more
than 9.9%)

Sincerely yours,

Eclipse Management BV Sudamco Management
Title : Director Services N.V.
Represented by : Angeliek Jacobs Title : Director

Represented by : Mrs. Aida
Driesprong, by virtue of power

Of attorney

With the aforesaid letter was found attached a copy of the passport page
containing photograph of Antonius Rudulphus Wilhelmus and a two-page
document titled ‘Curacao Commercial Register’. This two-page document,
essentially an excerpt from the Commercial Register of the Curacao Chamber of
Commerce and Industry, revealed that M/s Enterprise Emerging Markets Fund
B.V. is a private limited liability company, incorporated on 08-09-1998 in

Curacao. The objective of the company was specified as under :-

“ 1. To acquire, possess, manage and dispose of securities in the widest
sense of the word and everything connected therewith in the widest
sense of the word, including, without limiting the generality of the
foregoing, the writing, purchase and sale of options, swap agreements

commodities, forward contracts, futures, currencies, interests in loans,
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interests in partnerships and corporations, interests in retail estate and

the borrowing and lending of money.

2.  The Corporation shall have and may exercise any and all powers that
are necessary or incidental in any way to the purposes set forth above,
and the scope of such powers shall be construed in the broadest manner

possible.

3.  Without limiting the generality of the foregoing, the Corporation shall
have the power to guarantee any obligations of third parties or any
direct of indirect majority-owned subsidiary of the corporation incurred
in furtherance of the lawful investments or business of any such third
party or subsidiary, without regard to whether the Corporation itself
would be permitted to engage directly in the type of investments or

business giving rise to the obligations supported by any such guarantee”

The document further revealed that the names of the officials representing it
in the function/capacity (title) of Statutory Director / Managing Director were
not individuals, (as is common feature with companies in India), but were

firms/entities. The relevant portion which reveals so is extracted below :-

Officials (s)

1

Function Statutory director

Title description Managing Director

Name Eclipse Management B.V.

Registration number official 97730

2

Function Statutory director

Title description Managing Director

Name Interside Management N.V.

Registration number official 56109

2.8. Various persons authorised to act for and on behalf of GSF as per its

Board’s Resolutions and other documents, are mentioned in the Table below:-
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Table-1 (RUD-34)

Description of

Persons Authorised as per

Date document Purpose of Resolution Resolution Source
(Reference)
A B C D E
1) Sreehari Iyer BOIL-LB
Open & operate an account 2) Pradeep Chokhany LON/TF/SP/6
22112007 | pO4 | with BOI-LB, nominate 3) V.Ananthakrishnan 8750 dated 1511,
authorised signatories 4) Mohanan Aniyath
. 2013
(Any two Jointly)
1) Mohanan Aniyath
Board To open and operate a bank 2) Pradeep Chokhany AXIS Bank, Dubai :
16-01-2008 Roarluti _GSF account with AXIS Bank, 3) Sreehari Iyer AXIS/DIFC/1424/20
esolution DIFC, Dubai 4) B.Sivakumar , 13-14 dt. 09-01-2014
Any two authorised to sign jointly
1) Mohanan Aniyath
IOB-HK
16-01-2008 Board To open and operate a bank g; giigg‘;ﬁi?x’;ﬁkhaﬂy Ref.No.
Resolution -GSF | account with IOB-HK : Y HKM/2012013 dated
4) B.Sivakumar 22-01-2014
Any two authorised to sign jointly
1. Robert G.Kuiperi :
2. Pradeep Chokhany %CIfCIIClg/Iﬁn gx:\l; CORP
05-10-2009 Board ' Open & operate an account 3. V. Ananthakrishnan ef. / /
Resolution -GSF | with ICICI Bank, Manama o : . /2014/0193 dated
(Any two authorised to sign
N 25-08-2014
jointly)
Board To enter into and execute 1) Robert G.Kuiperi ICICI Manama
05-10-2009 | Lo @ GSF d° J‘ N tn ¢ 2) Pradeep Chokhany Ref.No. Nil dated 14-
esofution ocuments 3) V. Ananthakrishnan 11-2013
Amendment to Facility 1.Robert Gobard Kuiperi
Agreement dated 06-12-2009 | 2.Pradeep Chokhany ICICI-Manama
27-07-2010 Board by way of Renewal/ 3.Anantha Krishnan Ref.ICBK/BAH/CORP
Resolution -GSF | Extension of working capital | To enter into the Amendment /2014/0193 dated
limit of USD 200 Million upto | facility and sign documents in 25-08-2014
08-06-2011 relation thereto
Renewal of working capital | )P Lhokhany ICICI-Manama
02-11.2011 | Board facility of USD 200 Million Jointly Authorised to utilise Ref.ICBK/BAH/CORP
Resolution -GSF | under Credit arrangement ntly Authonsed to Ulse /2014/0193 dated
credit facilities & sign in relation
letter th 25-08-2014
ereto
Group I 1.Pradeep Chokhany
Group II
; . 1. Gerlof Jan Bouma ICICI-Manama
18.01.2012 | Board ghigtggrigs’}gf(‘)“e‘fzgn 2. Niels Bart Van Linder Ref.ICBK/BAH/CORP
Resolution ~GSF ICgICI Manama fccoumg 3. Xander Richard Maria Arts /2014/0193 dated
’ 4. V.Anantha Krishnan 25-08-2014
(Pradeep Chokhany jointly with
any one of Group II)
Group I
1. Pradeep Chokhany
Group II
Board Change in Authorised 1. Gerlof Jan Bouma gSfIALB
18-01-2012 Resolution ~GSF signatories for operating 2. Niels Ba.t’g Van Lmdgr LON/ADV/SKV/275
BOI-LB account 3. Xander Richard Maria Arts dated 18-08-2014
4. V.Anantha Krishnan
Pradeep Chokhany jointly with
any one of Group I1
Group I
1) Mr. Pradeep Chokhany,
2) Mr. Niels Bart Van Linder BOLLB
Change in Authorised 3) Xander Richard Maria Arts )
10-05-2012 gg:;?u tion —GSF signatories for operating Group II ngN ADV/SKV/275
BOI-LB account 1. Mr. Gerlof Jan Bouma OR, dateé 18—0/8—20{4
2. Mr. V.anantha Krishnan,
Any two of Group I or any one of
Group [ with one of Group II
1) V.Anantha Krishnan BOI-LB
Board Change in Authorised 2) Niels Bart Van Linder Ref )
13-12-2012 . i i i :
Resolution —GSF signatories for operating 3) Gerlof Jan Bouma LON/ADV/SKV/275

BOI-LB account

4) Xander Richard Maria Arts
(Any two jointly)

dated 18-08-2014
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1) V.Anantha Krishnan

Change in Authorised 2) Niels Bart Van Linder

AXIS Bank, Dubai

Board signatories for operating
13-12-2012 : . 3) Gerlof Jan Bouma AXIS/DIFC/ 1424 /20
Resolution ~GSF | account with AXIS Bank, 4) Xander Richard Maria Arts 13-14 dt. 09-01-2014
DIFC Br. Dubai ..
(Any two jointly)
. . 1) V.Anantha Krishnan IOB-HK
Board Change in ‘}“‘h"“sed. 2) Niels Bart Van Linder Ref.No.
13-12-2013 signatories for operating HKM /2012013 dated

Resolution ~-GSF

account with IOB-HK

3) Gerlof Jan Bouma
4) Xander Richard Maria Arts

22-01-2014

2.9 Various persons were found acting as Directors of GSF as mentioned in
various documents tabulated below :-

TABLE -2 (RUD-35)

As on Period / As Document
Name of / Date | on /Date of where
the Designati | Com | of appointment | designation
Official on pany | apptt. (M/D/Y) forthcomin Source of the document
Company BOI-LB
Mohanan Register of Ref.No.LON/TF/SP/68/3
Aniyath Director GSF DOA 6/3/2006 | HFZA for GSF | 63 dated 15-11-2013.
Company BOI-LB
Pradeep Register of Ref.No.LON/TF/SP/68/3
Chokhany Director GSF DOA 1/24/2007 | HFZA for GSF | 63 dated 15-11-2013.
Board
Resolution BOI-LB
Pradeep dated 22-11- Ref.No.LON/TF/SP/68/3
Chokhany Director GSF | ASON 11/22/2007 | 2007 63 dated 15-11-2013.
Board
Resolution BOI-LB
Mohanan dated 22-11- Ref.No.LON/TF/SP/68/3
Aniyath Director GSF | AS ON 11/22/2007 | 2007 63 dated 15-11-2013.
Account
Opening Form
dated 26-11-
2007 &
related
documents of | BOI-LB
Pradeep BOI-LB filled Ref.No.LON/TF/SP/68/3
Chokhany Director GSF | ASON 11/26/2007 | up by GSF 63 dated 15-11-2013.
Account
Opening Form
dated 26-11-
2007 &
related
documents of | BOI-LB
Mohanan BOI-LB filled Ref.No.LON/TF/SP/68/3
Aniyath Director GSF AS ON 11/26/2007 | up by GSF 63 dated 15-11-2013.
Certificate
dated 17-12-
2007 given by | BOI-LB (Letter
Pradeep Director of LON/ADV/SKV /275
Chokhany Director GSF | ASON 12/17/2007 | GSF dated 18-08-2014)
Certificate
dated 17-12-
2007 given by | BOI-LB (Letter
Mohanan Director of LON/ADV/SKV /275
Aniyath Director GSF AS ON 12/17/2007 | GSF dated 18-08-2014)
Certificate
HFZ/LD/154
/07 dated 17- | BOI-LB (Letter
Pradeep 12-2007 given | LON/ADV/SKV /275
Chokhany Director GSF | ASON 12/17/2007 | by HFZA dated 18-08-2014)
Certificate
HFZ/LD/154
Mohanan /07 dated 17-
Aniyath Director GSF | ASON 12/17/2007 | 12-2007 given
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by HFZA
Board
Resolution AXIS-Dubai
Pradeep dated 16-01- (AXIS/DIFC/ 1424 /2013-
Chokhany Director GSF | ASON 1/16/2008 | 2008 14 dated 09-01-2014)
Board
Resolution AXIS-Dubai
Mohanan dated 16-01- (AXIS/DIFC/1424/2013-
Aniyath Director GSF | ASON 1/16/2008 | 2008 14 dated 09-01-2014)
Board
Resolution AXIS-Dubai
Pradeep dated 16-01- (AXIS/DIFC/ 1424 /2013-
Chokhany Director GSF | ASON 1/16/2008 | 2008 14 dated 09-01-2014)
Board
Resolution AXIS-Dubai
Mohanan dated 16-01- (AXIS/DIFC/1424 /2013-
Aniyath Director GSF_ | ASON 1/16/2008 | 2008 14 dated 09-01-2014)
Account
Opening Form | AXIS-Dubai
Mohanan of AXIS Bank, | (AXIS/DIFC/1424/2013-
Aniyath Director GSF | ASON 1/17/2008 | DIFC Dubai 14 dated 09-01-2014)
Account
Opening Form | AXIS-Dubai
Pradeep of AXIS Bank, | (AXIS/DIFC/1424/2013-
Chokhany Director GSF | ASON 1/17/2008 | DIFC Dubai 14 dated 09-01-2014)
History of
change as per
Vishnu Company AXIS-Dubai
Narayan Register of (AXIS/DIFC/420/2015-
Paradkar Director GSF DOA 12/28/2008 | HFZA 15 dated 17-06-2014)
History of
change as per
Company AXIS-Dubai
Pardeepta Register of (AXIS/DIFC/420/2015-
Banerjee Director GSF | DOA 12/28/2008 | HFZA 15 dated 17-06-2014)
History of
change as per
Vithal Company AXIS-Dubai
Ganesh Register of (AXIS/DIFC/420/2015-
Palsule Director GSF DOA 12/28/2008 | HFZA 15 dated 17-06-2014)
History of
change as per
Tapash Company AXIS-Dubai
Bhattachar Register of (AXIS/DIFC/420/2015-
a Director GSF DOA 12/28/2008 | HFZA 15 dated 17-06-2014)
History of
change as per
Deepak Company AXIS-Dubai
Vithalrao Register of (AXIS/DIFC/420/2015-
Chaudha Director GSF | DOA 12/28/2008 | HFZA 15 dated 17-06-2014)
Register of
Directors/ Offi
Mohanan cers as on 31- | ICICI-Manama letter
Aniyath Director GSF | ASON 12/31/2008 | 12-2008 dated 14-11-2013
Register of
Directors/Offi
B.Sivakum cers as on 31- | ICICI-Manama letter
ar Director GSF | ASON 12/31/2008 | 12-2008 dated 14-11-2013
Register of
Deepak Directors/Offi
Vithalrao cers as on 31- | ICICI-Manama letter
Chaudhary | Director GSF | ASON 12/31/2008 | 12-2008 dated 14-11-2013
Register of
Directors/ Offi
Pradeep cers as on 31- | ICICI-Manama letter
Chokhany Director GSF | ASON 12/31/2008 | 12-2008 dated 14-11-2013
List of
Directors as
Pradeep certified by ICICI-Manama letter
Chokhany Director GSF_ | ASON 6/30/2009 | GSF dated 14-11-2013
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List of
Directors as

Pardeepta certified by ICICI-Manama letter
Banerjee Director GSF | ASON 6/30/2009 | GSF dated 14-11-2013
List of
Vithal Directors as
Ganesh certified by ICICI-Manama letter
Palsule Director GSF | ASON 6/30/2009 | GSF dated 14-11-2013
List of
Deepak Directors as
Vithalrao certified by ICICI-Manama letter
Chaudhary | Director GSF AS ON 6/30/2009 | GSF dated 14-11-2013
Director's ICICI-Manama
Pradeep Certificate dt. | (ICBK/BAH/CORP/2014
Chokhany Director GSF | ASON 10/5/2009 | 05-10-2009 /0193 dated 25-08-2014
Company BOI-LB (Letter
Niels Bart Register of LON/ADV/SKV/275
Van Linder | Director GSF DOA 3/21/2010 | HFZA for GSF | dated 18-08-2014)
Company BOI-LB (Letter
Gerlof Jan Register of LON/ADV/SKV/275
Bouma Director GSF DOA 3/21/2010 | HFZA for GSF | dated 18-08-2014)
History of
change as per
Robert Company AXIS-Dubai
Gobarth Register of (AXIS/DIFC/420/2015-
Kuiperi Director GSF DOA 3/21/2010 | HFZA 15 dated 17-06-2014)
Board
Robert Resolution ICICI-Manama
Gobarth dated 27-07- (ICBK/BAH/CORP/2014
Kuiperi Director GSF__| ASON 7/27/2010 | 2010 /0193 dated 25-08-2014
Board
Resolution ICICI-Manama
Pradeep dated 27-07- (ICBK/BAH/CORP/2014
Chokhany Director GSF | AS ON 7/27/2010 | 2010 /0193 dated 25-08-2014
Board
Resolution ICICI-Manama
Pradeep dated 02-11- (ICBK/BAH/CORP/2014
Chokhany Director GSF | ASON 11/2/2011 | 2011 /0193 dated 25-08-2014
HFZA
certification ICICI-Manama
Niels Bart dated 22-11- (ICBK/BAH/CORP/2014
Van Linder | Director GSF AS ON 11/22/2011 | 2011 /0193 dated 25-08-2014
HFZA
certification ICICI-Manama
Pradeep dated 22-11- (ICBK/BAH/CORP/2014
Chokhany Director GSF | ASON 11/22/2011 | 2011 /0193 dated 25-08-2014
HFZA
certification ICICI-Manama
Gerlof Jan dated 22-11- (ICBK/BAH/CORP/2014
Bouma Director GSF AS ON 11/22/2011 | 2011 /0193 dated 25-08-2014
Xander Company BOI-LB (Letter
Richard Register of LON/ADV/SKV/275
Maria Director GSF_ | DOA 1/11/2012 | HFZA for GSF | dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Gerlof Jan dated18-01- | LON/ADV/SKV/275
Bouma Director GSF_ | AS ON 1/18/2012 | 2012 dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Niels Bart dated18-01- LON/ADV/SKV/275
Van Linder | Director GSF AS ON 1/18/2012 | 2012 dated 18-08-2014)
Board
Xander Resolution BOI-LB (Letter
Richard dated18-01- LON/ADV/SKV/275
Maria Director GSF | AS ON 1/18/2012 | 2012 dated 18-08-2014)
Board
Resolution ICICI-Manama =&t
Gerlof Jan dated18-01- | (ICBK/BAH /cwqéw
Bouma Director GSF | AS ON 1/18/2012 | 2012 /0193 dated 2 ab‘i&—

Page 15 of 43

( 34




Annexure A to SCN No.

DRI/MZU/CI-11/2013-14

Board
Resolution ICICI-Manama
Niels Bart dated18-01- (ICBK/BAH/CORP/2014
Van Linder | Director GSF AS ON 1/18/2012 | 2012 /0193 dated 25-08-2014
Board
Xander Resolution ICICI-Manama
Richard dated18-01- (ICBK/BAH/CORP/2014
Maria Director GSF | ASON 1/18/2012 | 2012 /0193 dated 25-08-2014
Board
Resolution BOI-LB (Letter
Gerlof Jan dated 10-05- LON/ADV/SKV/275
Bouma Director GSF AS ON 5/10/2012 j 2012 dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Niels Bart dated 10-05- LON/ADV/SKV/275
Van Linder | Director GSF | ASON 5/10/2012 | 2012 dated 18-08-2014)
Board
Xander Resolution BOI-LB (Letter
Richard dated 10-05- LON/ADV/SKV/275
Maria Director GSF | ASON 5/10/2012 | 2012 dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Pradeep dated 10-05- LON/ADV/SKV/275
Chokhany Director GSF | ASON 5/10/2012 | 2012 dated 18-08-2014)
Letter dated
20-05-2012
addressed by BOI-LB (Letter
Pradeep him to BOI- LON/ADV/SKV/275
Chokhany Director GSF | Ason 5/20/2012 | LB dated 18-08-2014)
Venkata
Subramani Company BOI-LB (Letter
an Anantha Register of LON/ADV/SKV/275
Krishnan Director GSF | DOA 12/13/2012 | HFZA for GSF | dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Gerlof Jan dated 13-12- LON/ADV/SKV/275
Bouma Director GSF | ASON 12/13/2012 | 2012 dated 18-08-2014)
Board
Resolution BOI-LB (Letter
Niels Bart dated 13-12- LON/ADV/SKV/275
Van Linder | Director GSF | ASON 12/13/2012 | 2012 dated 18-08-2014)
Board
Xander Resolution BOI-LB (Letter
Richard dated 13-12- LON/ADV/SKV/275
Maria Director GSF | AS ON 12/13/2012 | 2012 dated 18-08-2014)
Board
Resolution AXIS-Dubai
Niels Bart dated 13-12- (AXIS/DIFC/1424/2013-
Van Linder | Director GSF As on 12/13/2012 | 2012 14 dated 09-01-2014)
Board
Resolution AXIS-Dubai
Gerlof Jan dated 13-12- (AXIS/DIFC/1424/2013-
Bouma Director GSF | Ason 12/13/2012 | 2012 14 dated 09-01-2014)
Board
Xander Resolution AXIS-Dubai
Richard dated 13-12- (AXIS/DIFC/1424/2013-
Maria Director GSF As on 12/13/2012 | 2012 14 dated 09-01-2014)
Board
Resolution BOI-LB
Niels Bart dated 13-12- Ref. LON/ADV/SKV/275
Van Linder | Director GSF | Ason 12/13/2012 | 2012 dated 18-08-2014
Board
Resolution BOI-LB Ref.
Gerlof Jan dated 13-12- LON/ADV/SKV/275
Bouma Director GSF | Ason 12/13/2012 | 2012 dated 18-08-2014
Board
Xander Resolution
Richard dated 13-12-
Maria Director GSF As on 12/13/2012 | 2012

)

Page 16 of 43

5
e
2
<
l_‘l:
il
=

Vs
B







