[image: image1.png]COMMISSION OF INQUIRY TO ENQUIRE INTO
THE ALLEGATIONS AGAINST THE ERSTWHILE
CHIEF MINISTER AND OTHER MINISTERS OF

TAMIL NADU, 1976 — FINAL REPORT!
(SARKARIA COMMISSION OF INQUIRY)

One Man Commission ~ Shri R.S. Sarkaria
Secretary Shri K.A. Ramasubramaniam

Appointment

$.0. 74(E). Whereas the Central Government is of opinion that it is
necessary to appoint a Commission of Inquiry for the purpose of
making an inquiry into a definitc matter of public importance
hercinafter specificd;

Now, therefore, in exercise of the powers conferred by section 3
of the Commissions of Inquiry Act, 1952 (60 of 1952), the Central
Government hereby appoints a Commission of Inquiry consisting of a
single member, namely, Shri Justice R.S. Sarkaria, Judge, Supreme
Court of India.

And whercas the Central Government is of opinion, having
regard to the nature of the inquiry to be made by the Commission
and other circumstances of the casc, that all the provisions of sub-
scction (2), sub-section (3), sub-scetion (4) and sub-scetion (5) of the
Commission of Inquiry Act 1952 (60 of 1952) should be madc ap-
plicable to the Commission, the Central Government hereby directs,
in exercise the powers conferred by sub-section (1) of the said Sec-
tion 5, that all the provisions of the said sub-sections (2), (3), (4) and
(5) of that action shall apply to the Commission.

On November 4, 1972, Shri M.G. Ramachandran, M.LA. of
Tamil Nadu State Assembly sent a Memorandum to President of In-

1. Madras, Director of Stationery and Printing, 1976, 4 Vols.
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dia Praying for the appointment of a Commission of Inquiry:

"(a) Against the cntirc Cabinet of the Tamil Nadu Government,

(b) Against all the District Secretarics of the ruling Karunanidhi
DMK,

(c) Against the officials against whom specific charges have been
made in the accompanying anncxure, (sce original report),
and

(d) Against such other officials and such other persons who are
involved in abetting with corrupt Ministers and Officials."

In the Anncxure to this Memorandum, he made scveral allcga-
tions containing charges primarily against Shri M. Karunanidhi, the
then Chief Minister of Tamil Nadu and his Cabinet Colleagues.

Shri M. Kalyanasundaram, M.P., and five others, viz., S/Shri K.
Baladhandayudham, M.P., K.T K. Thangamani, M.LA., K.T. Raju,
P. Manickam, M.V. Sundaram and S. Narayanan, all of the Com-
munist Party of India, submitted a Memorandum, dated November 6,
1972, to the President of India making similar allegations chiefly
against Shri M. Karunanidhi and his companion Ministers of the
D.M.K. Government.

On receiving thosc memoranda, the Prime Minister on November
15, 1972, wrote to Shri Karunanidhi for his comments on the allega-
tions made by the Memorialists. Thercupon, Shri M. Karunanidhi
sent two letters, dated December 14, 1972, one of which was a cover-
ing letter and the other contained his comments and “detailed
answers to the specific charge made by the memorialists.” Thereafter,
S/Shri M.G. Ramachandran and M. Kalyanasundaram submitted
their rejoinders, dated January 10, 1973 and February 5, 1973 respec-
tively to the Prime Minister. The Prime Minister sent copies of these
rejoinders to Shri M. Karunanidhi for further comments. In reply
thereto, Shri M. Karunanidhi sent his further comments on these
rejoinders and a note to the Prime Minister under cover to his letter
dated May 28, 1973.

The aforesaid Memoranda, rejoinders and the comments and
answers given by Shri M. Karunanidhi to the Prime Minister, were
published by the then Government of Tamil Nadu and the Central
Government in regard to these matters, which obviously remained
under consideration till the issue of the Central Government
Notification, dated February 3, 1976 constituting this commission.
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It was against the background set out above that the Government
of India in the Cabinet Secretariat, Department of Personnel and
Administrative Reforms appointed a Commission of Inquiry for the
purpose of making an inquiry into a definite matter of public impor-
tance in exercise of the powers conferred by Section 3 of the Com-
mission of Inquiry Act, 1952 (60 of 1952), vide their Notification No.
381/3/76-AVD.III dated February 3, 1976.

‘Terms of Reference
(a) toinquirc into the following allegations namely:

(i) the allcgations contained in the Memorandum dated
December 1, 1975 reccived from Sarvashri K. Manoharan
and G. Vishwanathan, addressed to the President;

(i) such of the allegations contained in the Mcmorandum dated
November 4, 1972 reccived from Shri M.G. Ramachandran
and Memorandum dated November 6th and December
20th, 1972 received from Shri M. Kalyanasundaram, M.P., as
are specified in the Annexure to this notification;

(b) to inquire into any irregularity, impropricty o contravention
of law on the part of any person in relation to any matter referred to
in the allegations aforesaid;

() to inquire into any other matter which ariscs from or is con-
nected with or incidental to, any act, omission or transaction referred
to in the allegations aforesaid.

Contents

Volume I — Mckala Picturcs; Anjukam Pictures; Immovable
Propertics of Chief Minister Thiru M. Karunanidhi at Gopalapuram,
Madras; Anjukam Pathippagam; Son’s house at Tiruvarur, Thirumati
Dharma; Thiru Amritham, Nephew; Thiru Vaidyalingam, P.A. to
Chief Minister; Veeranam Project; Family Concerns of KK. An-
gappa Chettiar and Brothers; Volume Il — Disposal of Samayanallur
Power Station; Sugar Scandal; Volume IIT — Tanjore Co-operative
Marketing Federation; Kodaikanal-Palani Road; D.M.K. Party and
Private Trusts — (A) The Madras D.M.K. Charitable Trust; (B) The
Madurai District DMK Charitable Trust; (C) Navalar Nen-
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duchezhian Educational Trust; (D) Perarignar Anna Arakkattalai;
(E) Mandran Trust; (F) Rama Arangannal Arakkattalai; (G) Kalaig-
nar Karunanidhi Charitable Trust; (H) Anna Trust; (I) Dr.
Vetrichelvi Anbazhagan Trust; Conclusion on (A) to (J); Vallanadu
Land Development Bank; Tanjore Urban Bank Affairs; Tanjore
Central Co-opcrative Bank Affair; Dharmapuri District Central Co-
operative Bank Affairs; Volume IV — Using State Machinery and
Armed Gangs to Organisc D.M.K. Trade Unions — (i) Simpson
Company Aftairs, (ii) Sarada Studio Affairs, (iii) State Electricity
Board Affair; Intimidation and attack on the Press; Misuse of State
Apparatus for Party purposes; Misuse of police to marshall opposi-
tion — (a) incident on 27th August 1972 at Singampuneri in
Ramanathapuram District; (b) incident in October 1971 at St.
Xavier’s College, Palayamkottai in Tirunelveli District; (c) incident in
the month of September 1971 at Kadayampatti ncar Bhavani Coim-
batore District; (d) incident in November 1971, at Karivalamuan-
danallur in Tirunelveli District; (¢) incident in January 1972 — attack
on Trade Union Leaders; (f) incident on 26th February 1972, at
Namakkal in Salem District; (g) incident on 27th February 1972, at
Tirupatur Town in Ramanathapuram District; (h) & (i} incidents at
Peddanaickenpalayam, Sattur, Manmadurai, etc.; Saklhi Pipes Ltd,;
Summary of Conclusions; General Obscrvations; Annexure ‘A’
Statistical Information regarding Affidavits, ctc., reccived. . . .

Conclusions
Allegation No. 1

It has been established that even after become in a Minister/Chicf
Minister of the Tamil Nadu Government, Shri Karunanidhi con-
tinued to be a beneficial partner on the firm, Mekala Pictures, and
his wife, Srimathi Dayalu, was only an ostensible partner or a
benamidar for him. This fact, however, does not fall within the mis-
chicf of the Code of Conduct for Ministers; it has not been in-
dubitably established that the continued to participate in the conduct
and management of this firm after taking office as Minister.

In view of what has been found by the Income-tax Department
during their special investigation, it is assumed that in the books of
Mekala Pictures, fictitious cash credits have been introduced through
one Rama Vellaiyan and certain records and documents relating
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there to have been fabricated. The evidence on record only shows
that these cash credits and fabricated documents relating thereto,
were introduced at the instance of Shri Maran. In the absence of
cogent proof, it cannot be said that Shri Karunanidhi was aware that
these cash credits were fictitious and the entries and documents re-
lated thereto, false and fabricated.

Allegation No. 2

Even on the assumption that fictitious loans and cash credits have
been introduced and entries related thereto fabricated in the books
and records of Anjukam Pictures, it has not been indubitably estab-
lished by cogent and convincing cvidence that these cash credits were
introduced at the instance of, or in concert with, Shri Karunanidhi.

The evidence on record indicates that the distributors at the time
of acquiring the distribution rights for the picture "Pillai-O-Pillai", did
not anticipate losses, but, on the contrary, hoped to make handsome
profits since the family members of the chicf minister and his son
were associated with the picture. There is no cvidence to show that
he had purchaed the distribution rights under the influence or pres-
sure of Shri Karunanidhi.

This allegation has thus, not been substantiated against Shri
Karunanidhi.

Allegation No. 4

The Commission would refrain from giving any finding with regard to
the post-memoranda additions and improvements to the building at
7-A, 1V street, Gopalapuram or with regard to the improvements,
additions, etc., made prior to the date of Shri Karunanidhi’s assump-
tion of office as Minister. Similarly, the question whether the house
was under-valued at the time of its purchase, is not related to alleged
misuse or abuse of his official position as Minister/Chicf Minister by
Shri Karunanidhi. These matters concern the Income-tax authoritics.
The evidence adduced before the commission shows that the value of
additions made to the building in 1973, would be roughly Rs. 20,000,
which is substantially in accord with Shri Karunanidhi’s casc.

The Commission would not like to record any finding as to
whether certain cash-credits introduced in the accounts of Mckala
Pictures are factitious or not. Assuming that they are fictitious, it can
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only lead to the inference that Mekala Pictures, at the relevant time,
had unaccounted income to conceal which it introduced in fictitious
cash credits. It cannot be indubitably said that Shri Karunanidhi had
unaccounted money, which he, with the connivance of his nephew,
Shri Maran, under the guise of these fictitious cash credits, converted
into white money.

This allegation has thus not been proved beyond reasonable
doubt.

Allegation No. 5

Although the circulation as well as the advertiscment revenue of
“"Murasoli" had a high spurt after the advent of the D.M.K. to power,
there is no evidence, whatever, to show that Shri Karunanidhi exer-
cised any influence, pressure or inducement in any manner to cause
or contribute to this spurt.

The accounts furnished before the commission for the sums ex-
pended on the construction of the new "Murasoli" building are not
self-explanatory and will have to pass scrutiny before they are ac-
cepted. But Maran’s failure to give satisfactory sources from which
he raised the money for construction of this building, would not
necessarily load to the infercnce that Shri Karunanidhi had financed
this unaccounted money.

The allegation has thus, not been established beyond all manner
of doubt.

Allegation No. 6

The allegation that Shri Karunanidhi’s son’s house at Tiruvarur has
been substantially improved at high cost, has not been substantiated.

Allegation No. 7

There is prima facie evidence that the two sales — one made by Smt.
Dharma in favour of Kapali and other, made by Kapali in favour of
Dharma’s mother, Sivabhagyathammal, in respect of house No. 9,
First Cross Street, Raja Annamalaipuram, were sham transactions.
Out of Rs. 63,000 alleged to have been spent by Smt. Dharma over
the purchase of this house from Srimathi E.L. Viswasam, it is pos-
sible that Rs. 23,000 could have been met by her out of her own
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savings. It must, however, be inferrcd that the balance of Rs 40,000
came from Shri Karunanidhi. There is, however, no evidence to show
that this amount as acquired by him by corrupt means or through
abuse of has office or power as chicf Minister.

There has been an infringement of Rule 1 (a) of the Code of Con-
duct for Ministers on the part of Shri Karunanidhi, as he failed to
show this housc owncd by his sccond wife, Smt. Dharma, and the
relevant particulars related thercto, in his Property Statement.

There is no evidence to show that the propertics acquired by
Kapali were acquired with funds supplied by Shri Karunanidhi.

Allegation No. 8

This allcgation has not been established since there is no cvidence to
show that House No. 7, TV Street, Gopalapuram, Madras, was the
benami property of Shri Karunanidhi. The Commission does not
consider it necessary to express any final opinion as to whether the
valuation of the property, belonging to Shri Amritham, ncphew of
Shri Karunanidhi, madc by the Income-tax Department is correct or
not.

Allegation No. 9

The allegation that Shri Karunanidhi shielded and favoured Shri M.
Vaithialingam, knowing him to be corrupt and having assets dis-
proportionate to his known sources of income, has not been substan-
tiated.

The imputation under Allcgation No.16, that Shri Karunanidhi
showed favouritism in promoting Shri Vaithialingam to the L.A.S. and
in his posting as Deputy Sceretary has not been established.

Allegation No. 10

It has been cstablished that Shri Karunanidhi, abusing his official
position as Chicf Minister, actuated with the motive to unduly favour
Sathyanarayna Bros. with the award of the contract for Veeranam
Project, directed the Chief Engincer, Shri Hussain, to tailor his
recommendations on the tenders in such a manner as would enable
the Government to accept the ténder of Sathyanarayana Bros.

In both the original and first revised assessments, the Executive
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Engincer, Sivaraman, had rightly evaluated the tenders of M/s.
Tarapore and Co. and M/s. Sathyanarayna Bros. According to these
assessments, the tender of M/s. Sathyanarayna Bros. was not the
lowest. It became the lowest only when an opportunity was given to
them to withdraw some conditions through negotiations and when
Hussain arbitrarily deducted about Rs. 85 lakhs from the assessed
tender value of M/s. Sathyanarayna Bros. to make their tender sub-
stantially lower than that of M/s. Tarapore and Co. In so miscon-
ducting himself, Hussain was obviously complying with the impera-
tive directions of Shri Karunanidhi conveyed through Vaithialingam
at the cost of fairness, propriety and public interest. Thereupon, the
Government, i.c., the Minister Shri Sadiq Pasha, acting in concur-
rence with the Chief Minister, Shri Karunanidhi accepted it post-
haste and provisionally awarded the contract to Sathyanarayna Bros.,
without satisfying themselves as to the technical feasibility of the
vacuum-concrete process and the capacity of Sathyanarayna Bros. to
manufacture pipes of the requisite specifications and cquality by that
process. And all this was done in contemptuous disregard of the
notes of caution sounded by the technocrats of the Central Public
Enginecring Organisation, and the Exccutive Engineer, Shri
Sivaraman.

There is, no doubt, that Karunanidhi was interested in the con-
tract being given to Sathyanarayna Bros. for some extraneous con-
sideration. In this connection circumstances have been firmly estab-
lished.

Purushotham’s friendship with Maran and his cxploiting this
friendship to influence Karunanidhi and through him, Hussain;

The supply of materials worth about Rs. 59,202 by Purushotham
for construction of ‘Murasoli Building’ without accepting payment
from Maran—a fact admitted by Maran himsclf.

With regard to the alleged payment of illegal Iratifiction of Rs. 29
lakhs in seven instalments by Purushotham to Karunanidhi, the story
of Purushotham is not such that it can be rejected brevimanu. But as
he is admittedly an accomplice, his evidence cannot, as a matter of
caution, be acted upon without corroboration in material particulars
by independent evidence. The corroboration available is not ade-
quate in extent and specificity and this evidence on record goes no
further than establishing a preponderance of possibility, coming
peridouly close to probability, in favour of this charge. The charge of
accepting illegal gratification has thus, not been indubitably estab-
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lished against Shri Karunanidhi.

The decision to entrust the Veeranam Project to M/s.
Sathyanarayna Bros. was, undoubtedly, a major administrative
blunder. Huge advances were given to this firm not covered by the
Contract Agrecment, against simple indemnity bonds. The
Accountant-General had adverscly commented on this.

Public moncy to the extent of nearly Rs. 6 crores was squandered
over this project as rightly pointed out in the report of the Technical
Committee st up by the State Government, the project cannot now
be brought to its successful conclusion unless the forcign col-
laborators, M/s Vacrete, accept full responsibility for the manufac-
ture, testing, laying and jointing of the pipes. To the public exche-
quer, it would mean an additional burden of several crores and to the
public looking long for adequate water supply, a tortuous wait for at
lcast two ycars more. The responsibility for this huge wastc of public
‘moncy must rest squarcly on Shri Karunanidhi and Shri Sadiq Pasha.

Allegation No. 13

The evidence on record has substantively established the following
circumstances:

Close association of JLK.K. Angappa Chettiar and his brothers
with the Chief Minister, Shri M. Karunanidhi, Revenue and Sales
Tax Minister, Shri P.U. Shanmugham, and Law and Industries Minis-
ter, Shri Madhavan.

One Venkatakrishnan had field a petition alleging evasion of sales
tax by the J.K.K. group and their benamidars. The Intelligence Wing
of the Commercial Taxes Department made perfunctory investiga-
tion into this complaint.

Some material portions of the official records relating to this
cascs are missing and appear to have been deliberately suppressed.

‘These circumstances are not of a determinative tendency and do
not conclusively point towards the guilt of the respondents. The Sales
Tax Officers concerned, knowing that the JKK. group were closely
associated with the Ministers might have shown diffidence in taking
vigorous action against them. There is, however, no evidence to show
that they were influcnced by Ministers. There is also no evidence to
show that sales tax to the tunc of Rs. 7 lakhs and a penalty of Rs. 7
lakhs, was leviable on the firms belonging to the J.K.K. group, as has
been alleged by the Memorialists.
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‘This Allcgation has thus, not been substantiated.

Allegation No. 14

It has been proved with a preponderance of probability from the
evidence on record, that Shri O.P. Raman, then Minister of
Electricity, abusing his official position, obtained the illegal gratifica-
tions, as noted below, from the purchasers of the plant and
machinery of the Samayanallur Thermal Power Station, for sccuring
to them repeated extensions of time for dismantling and removing
the plant and equipment, and also for directing the officers of the
State Electricity Board to deliver to the purchasers sparcs and acces-
sorics not covered specifically by the list of spare attached to the
specifications:

(a) Rs. 50,000 from Nachimuthu Chettiar a few days after 25th
September, 1972 at his residence in Madras.
(b) Rs. 25,000 on or about 10th January, 1973 from Nachimuthu
Chettiar and Malayalam, at his residence in Madras.
(c) Rs. 30,000 on 13th May, 1973 from Malayalam in the Inspec-
“tion Bungalow at Samayanallur.
(d) Rs. 25,000 from Nachimuthu Chettiar and Malayalam in the
2nd week of August 1973,

There is not a scintilla of evidence to show that in recciving there
gratifications, Shri O.P. Raman was acting in concert with Shri M.
Karunanidhi, the then Chicf Minister.

The sources of finance for investment of about Rs. 90,000 made
by Shri O.P. Raman towards construction of a house and improve-
ments on agricultural lands, while functioning as Minister, are suspi-
cious, but there is no definite link between these investments made
between February 1974 and March 1976 and the illegal gratifications
in questions received by him from Nachimuthu Chettiar and
Malayalam between September 1972 and August 1973.

Allegation No. 17
It has been established with a preponderance of probability.

That in January 1970, Shri P.U. Shanmugham and Shri M.
Karunanidhi, while being the Food Minister and the Chicf Minister,
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respectively, of the State of Tamil Nadu, abusing their offices and of-
ficial powers, taking unduc advantage of the critical situation resui(-
ing from the unprecedented accumulation of stocks with the Sugar
Mills in the state, and both acting in concert, demanded from the
Sugar Mills in the Private Sector through Shri Maruthai Pillai, Presi-
dent of their Association (S.1.5.M.A.), Madras Branch gratifications
at particular rates on sales of levy sugar particular periods in respect
of Particular Releases, as a motive or reward for appointing the
Sugar Mills as wholesalers-cum-retailers of levy sugar on behall on
the state; and (b) in pursuance of the aforesaid arrangement, Shri
Karunanidhi, then Chief Minister, received from the nine Sugar
Mills, namely: E.LD. Parry, Deccan Sugars, Cauvery Sugars, Sakthi
Sugars, South India Steel and Sugars, Madura Sugars, Thiru Arooran
Sugars, Kothari Sugars and Aruna Sugars, collectively, through
Maruthia Pillai, illegal gratifications in cash aggregating Rs. 13,21,296
in the following manners:

(1) Rs. 3,77,676.00 on or about the 8th or 9th March 1970.
(2) Rs. 97,069.50 towards the end of March 1970.
(3) Rs. 91,818 towards the end of April 1970.
(4) Rs. 81,516 in the first week of May 1970,
(5) Rs. 1,00,672.50 in the middle of June 1970.
(6) Rs. 88,552.50 towards the end of July 1970.
(7) Rs. 83,925 towards the cnd of August, 1970.
(8) Rs. 1,18,254 towards the end of September 1970 — Probably
on 28th September 1970.
(9) Rs. 58,631 in the first weck of November 1970,
(10) Rs. 37,537.50 in the first weck of December 1970,
(11) Rs. 33,042.50 in the first week of January 1971.
(12) Rs. 32,192 towards the end of January 1971.
(13) Rs. 27,991 towards the end of February 1971.
(14) Rs. 31,245.50 in the first week of April 1971.
(15) Rs. 29,958.50 towards the end of April 1971
(16) Rs. 31,214 on or about the 25th May 1971.

(c) That $/Shri Karunanidhi and P.U. Shanmugham committed
serious acts of impropriety in violation of the National Sugar Policy
settled by the Government of India and the established norms of offi-
cial procedure in as much as—
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(i) they permitted the Mills to scil levy sugar in the frec market
cven to bulk consumers such as Halwais, Restaurants, confec-
tionery, factories, ctc., without any restriction or scale, much
to the determent of the weaker sections of socicty who were
entitled to this sugar on ration scale;

(ii) that cven the obscrvance of the nominal conditions was not
ensured; no attempt was made to sce at what price sugar
reached the consumer ultimately. No proper cffort was made
to ascertain how and to whom the sugar factories distributed
stocks, much less how it was distributed further down the line.
It is not cven known whether any part of there levy sugar
stocks were exported outside the state;

(i) by giving up the government margin of Rs, 4.06 per quintal,
monetary loss of approximately Rs. 13 lakhs was capsed to the
State Government and considerable pecuniary advantage was
conferred on the sugar factorics which facilitated their pay-
ment of illegal gratification to the extent of Rs. 13 lakhs, to the
Ministers; '

(iv) on a major policy issuc of this nature, the Minister, Shri P.U.
Shanmugham, took a decisior straightaway without the usual
examination by the secretariat;

(v) even though the State Government at one stage had indicated
to the Governmeat of India that sales of levy sugar to bulk
consumers would be discontinued, the matter was
peremptorily closed on the ground that the Government of
India had not pursucd the matter.

Allegation No. 18

There is a absolutely no substance in the allegation that Shri V.S.T.
Mudaliar had ‘swindled’ or ‘misappropriated’ Rs. 2 crores of the
funds of the Thanjavur Co-operative Marketing Federation. There
was no recommendation cither by the Chief Secretary or any other
officer to prosccute him. The acts of omission and commission on the
party of the Ministers, particularly the then Chief Minister Shri
Karunanidhi, were not actuated by bad faith or with a motive of
undue favour to Shri V.S.T. Mudaliar at the cost of the T.C.M.F. or
the public intercst. Although Shri V.S.T. Mudaliar was known to Shri
Karunanidhi both being natives of the same village. Shri Karunanidhi
at the discussion held in the State Guest House on 25th April 1970,
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did give a green signal to the Registrar and the other authoritics to go
ahead wnh the i mqulry under Section 65 of the Tamil Nadu Co-
i Act, 1961. If ke was against any drastic action
unless sufficicnt ground was disclosed by the in-
quiry, it was only a note of caution, which any fair-minded Chicf Min-
ister would have sounded in the circumstances of the casc.
This allegation has, thus, not been substantiated.

Allegation No. 20

The contract for the construction of the Kodaikanal-Palani Road was
given to M/s. Nagappattinam Import and Export Corporation and
not to S. Ahmed and Co. The contract for the construction of the
over-bridge at Coimbatore was given to Shri K. Rajagopalan and not
to M/s. Ahmed and Co. In the circumstances, the question of giving
huge sums of money as advances to S. Ahmed and Co. for ither of
the above two works docs not arisc. This allegation has, thus, not
been substantiated.

Aliegation No. 21
The following facts have been established:
(1) The Madras D.M.K. Charitable Trust

In collecting ‘donations’ for this Trust, in some cases, pressure tactics
were uscd and arbitrary deductions made from the salaries of some
Elementary School Teachers by the Chairman of the Panchayats in
Central of such schools.

The source of an excess of Rs. 1,32,011.55 over and above the
amounts shown as receipts in the income-tax return, has not been ex-
plained.

It cannot be said beyond doubt that the sellers of the property,
situated at No. 85, Mount Road, Madras, were cocreed or pres-
surised to part with the property at a gross under-value. Granting ex-
emption from Urban Land Tax with retrospective effect in respect of
this property, was an act of impropricty or misusc of power.

The circumstances that the bulk of the Trust funds has been ex-
pended on the purchase of immovable property and no part the funds
or corpus of the Trust has so far been applied towards the charitable
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purposes declared in the Trust Deed, does raise a suspicion that the
professcd objects and intention may not be the real object and inten-
tion in creating this Trust.

(2) The Madurai District D.M.K. Charitable Trust

There is no cvidence to show that the valuable property in Madurai
Town situated at 159, West Masi Strect, was purchased by the Trust
at a gross under-valuation.

The objects of the Trust as enumerated in the Trust Deed are
public charitable objects but nothing has been expended towards any
of these objects. This docs raisc a rcasonable suspicion that the os-
tensible state of affairs, as contemplated by the Trust Deed, is not the
real state of affairs.

The lack of proper accounts to the sources from which moncy
flowed into the Trust, does raisc a suspicion that some unaccounted
money collected in a questionable manner from questionable sources
might been ploughed into the Trust. There is, however, no positive
proof for this.

In respect of this Trust as well as the D.M.K. Charitable Trust,
Madras, the majority of Trustees arc to be nominated by Shri
Karunanidhi, who Las been given absolute power to fill up per-
manent and non-permanent vacancies of Trustecs. This amounts to
concentration of all authority and control on his hands.

(3) Navalar Nedunchezhian Educational Trust

(a) This Trust is not a privatc Trust, but ostensibly, a public
charitable trust and it has not been used to acquire personal
or private propertics by the Trustee.

(b) That a part of the Trust Funds has been expended towards the
professed charitable objects of the Trust;

(c) That there has been a misuse of the official machinery and his
position as Minister of Education, and as Chairman of the
Tamil Nadu Text Book Society, by Shri Nedunchezhian, to in-
duce by the exercise unduc influence and pressure, the
distributors/stockists of the Tamil Nadu Text Book Society to
contribute to the Funds of the Trust;

(d) That a donation for the Trust was collected from a student’s
parent as consideration for securing his admission in a college.

() That Shri Nedunchezhian, the Education Minister unduly in-




