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SMUGGLERS AND FOREIGN EXCHANGE MANIPULATORS (FORFEITURE OF PROPERTY) ACT, 1976 AND

'B' WING, 9TH FLOOR, LOK NAYAK BHAWAN, KHAN MARKET, NEW DELHI - 110003

Reference No. 0187/PBPT/DL1/2022 / Y99 - S10

ORDER U/S 26(3) OF PROHIBITION OF BENAMI PROPERTY
TRANSACTIONS ACT, 1988

Dated: 28.06.2023

Initiating Officer

Deputy Commissioner of Income Tax (DCIT),
(BPU-1 New Delhi)

Room No. 225, 2™ Floor, C-Block, . y

SPM Civic Centre, New Delh1-110002. D

Shri Yogendra Raj Uttamr Smghw, ' : " Benamidar
Address: 103 Devsagar Building,
Dalagiya Street, Mahldharpura‘” Sura
Gujarat-395003; -

D.1

Bhairav Gems Pvt. Ltd
Address: B/246 2nd Floor, .
Diamond Vlllage-B H. No. 6/1913, 1952 To 1954,
Jadakhadi Dalgiya Sehri Mahmdharpure, Surat,
Gujarat-395003.

D.2

Garima ExportS, % i e R yBenamidar
Address: MB-11, 2nd"F100r, Floxchambers, } \
MP Marg, Opera Hous umba1—400004

D.3

" Benamidar

Gurudev Corporatlon, :
Address: B/246, 2" Floor,~»Dlam‘0nd Vlllage-B
Dalgiya Sehri Mahindharpure, Suraf,..
Gujarat.

D4

Yogi Diam, Benamidar
Address: 12, Shakti Chambers, Raghunathpura,
Main Road Surat, Gujarat-395003.

D.5

Khushboo Diamonds Pvt. Ltd., Benamidar
Address: 6/1946-B, Off-103,1* Floor, Dalagiya Street,
Mahidharpura, Surat, Gujarat-395003.

D.6

Manmohan Exports Pvt. Ltd., Benamidar
Address: 219, World Diamond Center, Hathfaliya,
Mahidharpura, Surat, Gujarat-395003

D.7

Chintamani Exports, Benamidar
Address: 15 UGF Diamond World Tower-B,
Behind Princess Plaza, Varcha Road, Surat,
Gujarat-395006.

D.8

Ms. Shrenik Diamond Pvt. Ltd Benamidar
Address: 15 UGF Diamond World Tower-B, Behind - '
) /Prmcess Plaza, Varcha Road, Surat,

D.9
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Uttam Gems Pvt. Ltd., Benamidar D.10
Address:15 UGF Diamond World Tower-B, Behind
Princess Plaza, Varcha Road, Surat,
Gujarat-395006.

Shri Shashi Kant Chaurasia, Beneficial Owner D.11
Address: 575 First Floor, Double Storey Flats,
New Rajinder Nagar, New Delhi 110060

Adjudicating Authority Surabhi Sharma

Last Date of Hearing 23.06.2023

Appearance For Initiating Officer Adv. Kanhaiya Singhal,

Appearance For Defendants CA K.K. Jhunjhunwala
D-1to D-10 &

Adv. Rahul Kaul, For D-11

The Initiating Officer (I0), Benami Prohibition Unit-1, New Delhi, had made a
Reference dated 08.06.2022 under section 24(5) of the Prohibition of Benami Property
Transactions Act 1988 (As amended) (heremaﬁef referred to as the Act or PBPT Act) to

3;,Un1t—1 N 'W Delhl) The aforesaid

References were ngm re&. as R—bl BPTIDLI/2022 Wherem Shri Yogendra Raj

Uttamraj Singhvi (D- 1‘),’ M/s Bhairav Gems Pvt. Ltd. (D-2), M/$,'Garima Exports (D-3),
Gurudev Corporation, (D-4), Yogi Dlarn (D 5), M/s. Khushboo Diamonds Pvt. Ltd.
(D-6), M/s. Manmohdn Exports Pvt,. Ltd (D-7),, M/s. Chintafani Exports (D-8), MJs.
Shrenik Diamond Pvt Ltd \(D- 9) M/ Ut

following immovable and movable properties and sought confirmation of the same from

the Adjudicating Authority under the PBPT Act;

SCHEDULE -1 (SHASHIKANT CHAURASIA)

A| 1| Details of Immovable AY AY AY AY AY Traces of Details of
asset 2017-18 2018-19 201920 2020-21 2021-22 Assets property being
attributed attached u/s
to alleged 24(4)(b)(i) of
sales of the PBPT Act,
diamonds 1988 includes
and being
attached
u/s
24(4)(b)G)i
ncludes as
below
1 2 3 4 5 6 7 8
(a) | Land 26150800 | 26150800 | 26150800 | 26150800 26150800 0 Net Investment
R in the
(b) Building 630693786 | 665311757 | 666729627 | 689442167 | 702479007 71785221 immovable
property made
post AY 2017-
18
2 Dctal[&of movable asset 0 NA

<
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Sl. | Description 0 NA
No.
(a) | Jewellery, bullion | 500777485 | 398966685 | 319659080 | 269304078 | 235512067 0 NA
etc.
(b) | Archaelogical 0 NA
collection, drawings,
painting, sculpture
or any work of art.
(c) | vehicles, yachts, 0 NA
boats and aircrafts
this,
(d) | Financial asset. 0 NA
i Bank 30461720 | 234498688 62567195 [ 108186317 | 135421308 104959588 | The bank
(including account  being
all deposits.) attached
includes
following
Saving Alc:
1. Account No.
3080020500001
55 held with
Union Bank of
India  having
balance of
Rs.64,96,536/-
2. Account No.
1712874040
held with Kotak
Mahindra Bank
having Balance
Y I of
f I Rs.5,06,71,529/
ii. Shares F67500039% 8229359945.1.341107822 1 866360922 | 181352930 | Net Investment
and ? v Lt made in share
securities. and  securities
4 post AY 2017-
i it 18
ii. Insuraiice = 23008479 4492629 NA
s policieszs.,
iv. 535746725 | 580849801 7721 776418851 279228196 | Net Loan and
48 1 | Advances given
post AY 2017-
] i 2 18
V. 1976301 | 1705113 <1 1701819 24394 As given in
: column 7
vi. 999950 Net Investment
made post AY
b 2017-18
vii. Investment 4| 684292722 | 7293393424 864715898 | 559792256 | Net Investment
in - ! made in
Partnership o o partnership
post AY 2017-
18
3| Total 2306746465
Investment
1202635164
B| Liability in relation to Assets | 288016405 | 151926112 | 22556595 | 42450000 35000000 0
atA
Total 3589500731
Value of
benami
Property
to be
provisional
ly
attached
Value of 1202635164
benami
proceed
available
for
attachment
Shortfall; 2386865567
[Traces to be
identified and
/ I provisionally
f s |2 attached
s b= subsequently
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2.

SCSNgEIK P Pan | Flat No A-2/15, 5,00,000/~ | 5,00,0007

B
b -_..- ', 4

S | Names Registered Addresses Capital
_.No Authorised | Paid up

The case of the Initiating Officer:

The brief facts of the case as per the 1.0., are reproduced herein below (in italics):

“2  The aforesaid proceedings are being carried out by the undersigned under
the corresponding statutory provisions of the Prohibition of Benami Property
Transactions Act, 1988 (The Act, for short).

Before proceeding further, the statutory definitions of the material terms applicable
to the instant proceedings as accorded under the scheme of The Act are extracted
below for the sake of your convenience and ready reference-

Terms Definitions Relevant
sections of
The Act
Benami “—means any property which is the subject matter of a | 2(8)
property benami transactions and also includes proceeds from
such property.”
Benamidar | “—means a person or a f ctitious person, as the case | 2(10)

may be, in whose name the benami property is
transferred or held and. mcludes a person who lends his

name”’
Beneficial “——-means a person whez‘her hzs identitis known or | 2(12)
owner not, for whose berréﬁt the benaini: property zs held by a

benamzd #i

Property 2(26)
in'the property and where the ‘property is capable of
conversion into some other Jorm, then the property: in
the converted form and also-inclides the proceeds from
the grqperty, g
Transfer 1 2(29)
3. Shri. Shashi Kant Chaurasiia StoSh K W”Kant Chaurasia, having Aadhar

Number 564220589800 the ben cral owner: herein belongs to Kamla Pasand
group (the Group, henceforth)-of ehtities, engaged in multiple activities such as
real estate, hospitality, Ayurveda etc. through various entities. Initially, the group
started its business from the trading and manufacturing of various tobacco based
products including pan masala, Guthka etc. from a modest premises being 28/114,
Pheelkhana, Kanpur. These products attract very high rates of taxes including
CGST/SGST/IGST, being tobacco based and injurious to human health. The
manufacturer of such products is statutorily liable to forewarn the consumers of the
potential health hazards. The Group is the registered trademark owner of its
various brands under the relevant provisions of the Trademark Act, 1999 through
their family entity M/s Kamla Kant and Company, LLP, 28/114, Pheel Khana,
Kanpur in respect of its fast selling tobacco based products. At present the Group
manufactures and sells its products throughout the length and breadth of country
through various corporate entities, charging specified percentage on their sell.
Some of these entities are tabulated below on illustrative basis-

¥ \Fragrances Ltd Shivani Apartment Opp
Barkatullah ~ University
Mandideep Road,

Aoy —

\/
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Bhopal
2 | K Pan Fragrance P | 286, Main Road 1,00,000/ | 1,00,000/
Ltd Mandawali Delhi
3 |K Y Tobacco | C-42-4/2, UGF, PRO No | 5,00,000/ | 2,00,000/
Works P Ltd C-42, Main Road, Kanti
Nagar, Delhi
4 Kaizen Pan | Plot no 792, Sector -69, 10,00,000/ | 1,00,000/
Product P Ltd IMT, Faridabad

5 | Kay Flavours P Ltd | B-2, Amausi Industrial | 5,00,000/ | 1,00,000/
Area Lucknow
6 | Kay Pan Sugandh | B/204, Dewan Bhawan 1,00,000/ | 1,00,000/
PLid Dewan  Bhawan Opp
Union Bank Manekpur,
Vasai  (West)  Thane,

Maharashtra
7 | Kay Pan Masala P | 229/28, C-1, Gali no.3 10,00,000/ | 1,00,000/
Ltd Railway Colony

Mandawali, Delhi

4.  Disclosed income of the benef czal owner during the last 10 years from
different sources is tabulated below- - o

Heads of AYs
income

f‘mzﬁf7u18 Total

201920~
76521?3

1776845

Salaries

-

Commission
LTCG

Other
sources

968164117, | 971489231

2,95,86,55,231
88291075 _ | 113515123

Business
and
profession 3 i e AL o 155
Exempt 78561709 608765 089 199991
income " '

1399345 . |

Income 13434232
chargeable
at special
rates
Income from | 1713669 1832869 280943 53564
house

property

Returned 873227841 | 1061464151 | 1086647776 | 288026812
income

Agriculture 27200 0 46800
Income

5. Its perusal reveal that the beneficial owner has claimed to have derived the
sum of Rs.2,95,86,55,231/-as income from Long Term Capital Gains, exigible to
Income-tax as special rates. The information on record reveal that it is claimed to
have been derived from the sale of cut and polished diamonds in the corresponding
Jfinancial years.

6. A search and seizure operation was carried out by the Special Investigation
-’,/‘“‘ﬁfanch of the Commercial Taxes Department, Government of UP during 19-7-2019
e 'ro 25:7-2019 in various premises belonging to the Group, finding therein that the
it Groug is engaged in large scale tax evasion resorting to carrying out its business

.t_ﬂ”{fﬁg \\
| v
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operation through benami corporate entities including M/s K Pan Fragrance P Ltd,
specified at serial no. 2 in the table supra. These categorical findings are recorded
by the Dy. Commissioner, (SIB), Commercial Taxes, UP in his report from page
number 9 onwards under the heading Benami nature of the company, dummy
directors and its financial profile. These allegations are further elaborated in the
concluding paragraph of the report at page number 43. Its copy is enclosed
herewith as Annexure A, containing pages 1 to 45 and forms part of this Show-
cause Notice.

7. A further, a search and seizure operation was also carried out by the
Investigation Wing of the Income-tax Department, Delhi on 15-1-2020 on different
premises of the Group, covering inter alia, the farmhouse/residence of the
benamidar, Yogendra Raj Uttam Raj Singhvi also. Several incriminating evidences,
including physical documents as well as digital data were also found, seized and
“inventorised. During the course of search proceedings, several evidences were
found that the family members of the Group are bringing their undisclosed income
into their books by using benamidar(s) using him/them as conduit(s) in the form of
bogus sale of diamonds. Most of the family members of the Group have shown
LTCG exceeding Rs 2,000/ crores in their respective IIRs from A.Y.2017-18
onwards on sale of alleged diamonds paying Income-tax tax at special rates of
20%. The evidences gathered during the search and seizure action revealed that the
claimed LTCG is their benami:p; ‘perty re-routed in their hands using the

benamidaras conduit,; whwh was duly admzfz‘ed by hzm in his statement on oath

V. Sh. \Vz]“ay Anand Chautasia
VI  Sh Shask:kant Chaurasza
VII <

VIIIL

contradictory corroboratzng e off nding..that z‘he benef cial owner has re-routed his
benami property in its hands in the grab of legitimate income, paying Income-tax
thereupon at special rates.

7.2 It is pertinent to mention here that the sum of Rs.2,95,86,55,231/- representing
claimed alleged LTCG in different FYs corresponding to specified AYs, was the result of
the following events only-

Acquisition of claimed rough diamonds

1
Their safe custody

)

Their movement from the place of safe custody to the place of cutting, finishing and
polishing

!
——— Their cutting, polishing and finishing

/f""‘ \ 2N
ik Them‘movement from the place of finishing to the place of buyer

© Their sale

4"‘/) -( g
— =N
Ny g B \
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7.3 Copies of the statements of the following persons, contradictory to each other
highlighting that the claimed LTCG simply represent benami property of the
beneficial owner are attached herewith as Annexure B, C, and D specified below-

S | Names of the persons | Relevance Annexure

No | S/shri

1 | Shashi Kant | Beneficial owner B
Chaurasia

2 | Kamla Kant | Contradicts the claim of the |C
Chaursia (KKC) beneficial owner that KKC was

instrumental in deriving income
Jfrom sale of diamonds

3 | Yogendra Raj Uttam | Confirms the fact that the beneficial | D
Raj Singhvi owner has re-routed his benami
property using him as conduit

8. The Income-tax Act, 1961 is an Act of the Union Legislature, containing a
well laid out scheme for its enforcement. Its administration is entrusted to specified
Income-tax Authorities, duly def‘ ed i its Chapz‘er XIII titled INCOME-TAX
for'i omtment and control. An Inspector

iR
]NCOME AX AUTHORITIES
A.- Appomfmenr and control. -

Income-tax aﬂi‘hdf”ifiti}és

There shall be the Jollowing cla&ses of ineome-tax autho? tzes for the purposes of
this Act, namely: ;

(a) the Centrgl Board, of Direct Taxes: eonstztuted under the Central Boards of
Revenue Act, 1963 (54 0f.1963)

[(aa) Principal Dzrectdrs Gen
Commissioners of Incomej : |/

‘(b)  Directors-General of. Incomewmx or Chzef Commissioners of Income-tax,

[(ba) Principal Directors of Income-tax or Principal Commissioners of Income-
tax,]

(c) Directors of Income-tax or Commissioners of Income-tax or
Commissioners of Income-tax(Appeals),

(cc) Additional Directors of Income-tax or Additional Commissioners of Income-
tax or Additional Commissioners of Income-tax(Appeals),]

[cca) Joint Directors of Income-tax or Joint Commissioner of Income-tax, |

(d) Deputy Directors of Income-tax or Deputy Commissioners of Income-tax
or Deputy commissioners of Income-tax(Appeals),

(e) Assistant Directors of Income-tax or Assistant Commissioners of Income —
fax,

()  Income-tax Officers,

(g) Tax Recovery Officers,

(h)  Inspectors of Income-tax.”

; é:‘bf "'Tnéomé"-tax or Principal Chief

8.1  During the course of assessment proceedings before the designated
Hiske Sesying Officer, Mr Dhirender, Inspector of Income-tax was deputed by him to
_verifinfha correctness of the addresses and other detail through whom the beneficial
owner has claimed to have derived income from alleged sale of diamonds. His
cazfegor?gql findings in respect of the following claimed entities used as conduit by

ot
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the beneficial owner, controverting the claimed genuineness of the claim of the
beneficial owner are attached herewith as Annexure E (Pages 1 to 13) and forms
part of this Show Cause Notice-

Entity(ies) reported by the Income-tax Inspector after | Page numbers

their physical verification From | To
1- Chintamani Exports 1 2
2- Shrenik Diamonds P Ltd

3- Uttam Gems P Ltd

4- Nitilmpex 3 -
5- Bina Impex

6- Yogi Dam 4 -
7- Nine Star Impex ] 6
8- Ronak Gems P Ltd 7 -
9- Aarushi Gems 8 9
10-  Misty Enterprises 10 -
11-  Bhagat Trading 1] -
12-  Gurudev Corporation and Bhairav Gems P Ltd iz 13

9. Clause (9) of section 2 of the Act def nes benami transactions under its sub-
clauses (A) to (D). Its sub- clause (§4) IS8

9.1 The underszgned i} rﬁerefor*e foiry: convzncea’ that introducing the sum of
Rs. 2,95,86,55,23 /- s bogus LTCG constitutes the bewami transaction within the
meaning of s 2(9) of ﬁe Act wherein.the property, representing bogus sale proceeds
of diamonds belongzng to the benef vner was held by the benamidar using
several other benamidars as conduits, the consideration havzng been provided to
them by him, for the immediate direct benefit of the beneﬁczal owner in further
acquisition of various movable and zmmovable properties.

9.2 Without pre]udzce to the prima facze f ndings recorded. i para 9.1 above, it is
also clarified thatdther clauses being (B}, (C) and (D) of subssection (9) of section
2 of the Act are alsgyattracted to_the facts of the caSe in hand, duly recorded by a
Statutory Authority detthe Tncorme-tax Act, s 1961 durmg the course of his
Pphysical verification gf thé benamidars elaborated in paragraph 8.1 supra.”

2.1. The above facts pertaining to tfie %nfres"ti“gation conducted in respect of alleged
benami properties of Shri Shashi Kant Chaurasia acquired through Shri Yogendra Raj
Uttamraj Singhvi in the names of M/s. Bhairav Gems Pvt. Ltd., M/s. Garima Exports,
Gurudev Corporation, Yogi Diam, M/s. Khushboo Diamonds Pvt. Ltd., M/s. Manmohan
Exports Pvt. Ltd., M/s. Chintamani Exports, M/s. Shrenik Diamond Pvt. Ltd. & Mss.
Uttam Gems Pvt. Ltd. were analyzed by the IO who found prima-facie Benami
transactions vide the provisions of PBPT Act, 1988. Subsequently, approval u/s 23 of the
PBPT Act was taken by the IO from the Approving Authority for conducting further
enquiries. On the basis of enquiries and reasons to believe that Shri Yogendra Raj
Uttamraj Singhvi along with the said entities are Benamidars in respect of the aforesaid
alleged Benami properties, the 1.0., issued show cause notices to the Benamidars and to
the Beneficial Owner to show cause as to why the said properties should not be treated as
Beng gu‘prdpemes and appropriate action be taken under the relevant provisions of the
PBPT Act
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2.2.
alleged Benamidars and Beneficial Owner. On the basis of the enquiry/investigation made

in the case and replies filed by the Benamidars and the Beneficial Owner, the 1.O of the

Subsequent to the aforementioned Show cause notices, replies were filed by the

case arrived at following Conclusions:-

Y Up

“Conclusions:

47. Based on the preliminary information, subsequent verifications and
inquiries, above discussions in line with analyzing the circumstantial
evidence and test of human probability; and considering the replies filed by
the Benamidars and the beneficial owners and their rebuttal, it is hereby
evident that the beneficial owner, Sh Shashi Kant Chaurasiysa, has routed his
unaccounted monies in the garb of sales of the alleged diamond through
benamidar, Sh Yogendra Raj Singhvi, and entities being managed and
controlled by him. The beneficial owner has declared a rough diamond of
12857.076 carat worth Rs. 49,42,79,680/-. These rough diamonds were
allegedly processed and 2544.13 carat of cut-and-polished diamond extracted
Jrom the declared rough diamond in the IDS 2016 were sold during the
period AY 2017-18 to 2021-22 for Rs. 3,58,95,00,731/- thereby incurring a
windfall gain of at the rate.of 626 % (approximately). During the search
conducted on Kamla Pdsand. Group, the assessment proceeding before the
Central AO (in the é “ShSashic Kant-Chavarsiaye. and Sh Anand Kumar
Chaurasiya) and: ring the benami proceeding none of the parties integral
to the z‘ransactz” oF alleged sale ~0f dfamonds have furnished any cogent
documentary . ev €0, ? hat either rough
nds existed/ exists.

Ftinent to mention thar during the post search investigation,

Further, it is p

proceeding beﬁare the central AQ ‘or the benami proe”eedmg before the
undersigned none of the parties. zntegraz' to the transaétion: of alleged sale of
diamonds has complzed to the Summons issued for personal deposition,

the unaccounted monies of the ‘be“‘" ﬁczal owner” mz‘o accounted monies by
layering through multiple dubious.entities: For giving the sham transaction a
genuine appearance, the beneficial owner has devised an arrangement in due
connivance with the benamidar, Sh Yogendraj Uttam Raj Singhvi. As per the
arrangement, the unaccounted monies of the beneficial owner were routed
through the benamidar entities as a consideration for the sale of the alleged
diamonds. It is a matter of record that the 08 beneficial owners have given
contradictory versions of source of acquisition of the diamonds. Sh. Mayank
Chaurasia, Sh. Vijay Anand Chaurasia and Sh Anand Kumar Chaurasiya
have stated in their statements that they have acquired the diamond from
their parents as ancestral property. However, Sh. Rajiv Chaurasia has stated
that the source of the rough diamond is the purchase of the diamonds by Sh
Shashikant Chaurasiya. Thus, the source of the diamond remains a mystery
which was never established by any of the beneficial owners either during the
proceeding under the Income-tax Act,1961 or The Prohibition of Benami
Property Transactions Act, 1988. The- corresponding sales, hence, are not
genuine and the entire arrangement was a way to introduce unaccounted
monies through the conduit of the benamidar entities managed and controlled
by Sh Yogendra Raj Utttam Raj Singhvi. In his statement recorded on oath,
_the benamidar and his associates, Sh Nemichand Kawadia, have admitted on
":"tlz\dUrzng the search that the accommodation entry was given to the
’benef cm! owners for the commission at the rate of 0.18%. For the

Page 9 of 47
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commission, the benamidar & the benamidar entities have acted as a conduit
while holding and letting the consideration of the sales of the alleged
diamond pass through their bank accounts for the benefit of the beneficial
owner. The benami transaction is shown graphically below:-

/ \ //‘I’healle ed processed/ cut-and- oh’szhad\
D8 2016 i// A C / p .

diamond were sold by the beneficial

Declagation  wat  the Beneficial owner enters imke o shaw owner for accommodation entries from
possession of diamond bythe transaction where the alleged diamend the benamidar entities ged and
members of Chaurasiyas was pr d fobe cutand-polished | [ N controlled by the benamidor, Sk
Eamily; Valuation reportof Sh diamond in Surat from dubious entities Yogendra Raj Uttam Raj Singhvi, through
Shrenik R Shoh was rolied | his associates; Cash received through

upon E Angadias from Sh Shaghi Kant Chaurasia

\________J > g 7

Benami Transaction ﬂ

7 g ]
i Comymission was raceived by the entities [ The amount credited to the bank account

The amount received by thew being managed and contrelled by Sh 4 ‘)ffﬁ“i{b;““'”i‘f“’ entities !hr:ugg layers
; ; i ¢ o ; b of dublous entities which was
beneficial owner s declired as 3 Yogendra Raj Uttam Singhwi through his | £ 70

LTEG in successive [T returns, associates at the rate of 0.18% of the total | subsequently transferred to the bank
aconunt of the benefichal owners through

banking channels

valug of the sham transartion.

polishad ddamonds) vecelved in the bank account of the denefidary owner
throngh the bank th th and controlied

"
/The benami property {(Comsideration recelved R the alleged sale of cut-and. }

App'licaﬁtion { by the benamidar S$h Yogendra Raj Uttam Raj Singhvi
N,
"’ I
benami property
r LTCG declared and tax paid on the benam? v B
| property receivad as consideration for the NPTE:
i sale of the alleged diamend 1 During the fovensic
analysis of the bank
B statements of the beneficlal
] owners It is found wWat the
neneficlal awners are
/ ~\ siverting the benami
The benamiproperty received ;" propertias i varieus
as consideration for the sale / companies and firm In which
of allegeddlamond {3 invested d / they are sharehalders/
in ”,// S/ partners.
1. Land v 2, The tnvestment made
2. Buiiding / /’ tn most of the compantes/
3. Bullion/ Jewslleries i Avm are found to be S8t up
% Vehicles etc. il around declaration made in
5. Shares and Securities / DS 2016
6. Loan/ Advances - N /
7. Mutual Funds % s s————— -
S Partmershlp Flom

49. As apparent from above the beneficial owner has made  huge
investment in different avenues using the consideration he/she has amassed
from the alleged sale of the cut-and-polished diamond. As it has already been
discussed in detail in Part D and Part E of the order the clinching evidence
that was gathered during the search operation and the benami proceeding
regarding the sham transaction that establishes that there was no processing
of the rough diamond and consequent sale of the cut-and-polished diamonds
by the beneficial owners on which LTCG was declared. Thereby, going by the
corollary, there was no rough diamond as declared in the IDS 2016 by the
beneficial owners. The entire benami arrangement was conceived during F'Y
2016-17 at the onset of the IDS 2016. As per the well-thought scheme, the

_~xopgh.diamonds were declared in IDS 2016 and sold at an exorbitantly high
2% ’pﬂb‘e\’&’s cut-and-polished diamonds. The alleged consideration, therefore,
</ Swas used:qs a means to legalize its ill-gotien monies through the conduits of

A
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benamidars. It is pertinent to mention that huge investments are made in the
shares/ securities and partnerships firm which came into existence around the
IDS 2016. As on date, the beneficial owner has an investment in the following

entities:-
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the statemerit df the benamidar cam’bd on oath does ‘not hold any sanctity.
It was also found.diring the proceeding that the declaration of the beneficial
owner in the IDS 201 6 w.r.t. ﬁze va!uaz‘ron of dzamond for fhe AY other than

conf rmation order‘x TFwie 0
done job work for proge mg,the dzamond have" uhezr turnover attributed to
the beneficial owners only~and ‘are not functzonal Analysis of the evidence
gathered during the search and considering the non-complying conduct of the
beneficial owners and the benamidars, it is apparent that the benami
transaction was an outcome of pre-planed scheme to legalize the

unaccounted monies of the beneficial owner.

51. Given the above it is apparent that the beneficial owner has routed his
unaccounted monies through Sh Yogendra Raj Uttam Raj Singhvi and the
benamidar entities. It has sufficiently been established through facts in hand,
statements of relevant parties, and investigation done in the matter that the
beneficial owner is involved in benami transactions for the ultimate motive of
acquiring the Benami properties (consideration for the sales of the alleged
diamond), through the Benamidar and the benamidar entities. During the
proceeding, the entire benmami tramsactions are proven to be arranged.
Therefore, this is a fit case for passing an order u/s 24(4)(b)(i) for the benami
transaction covered u/s 2(9)(4) of The Prohibition of Benami Property
T mnsactwn Act, 1988

5’2 The def nition of Benami transaction is defined u/s 2 of the original Act

as: '-J \
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“Benami transaction means any transaction in which property is
transferred to one person for a comsideration paid or provided by
another person”

53.  Section 2(8) of the PBPT Act, 1988 defines Benami property as:

"Benami property" means any property which is the subject matter of a
Benami transaction and also includes the proceeds from such property.

54.  As per section 2(10) of Prohibition of Benami Property Tramsaction
(PBPT) Act, 1988 (reproduced as under), "Benamidar" is defined as-

"Benamidar' means a person or a fictitious person, as the case may
be, in whose name the Benami property is transferred or held and
includes a person who lends his name;

55.  As per section 2(12) of Prohibition of Benami Property Transaction
(PBPT) Act, 1988 (reproduced as under), "Beneficial Owner" is defined as-

"Beneficial owner" means-a person, whether his identity is known or
not, for whose beneﬁt the Benamz p"mperzy is held by a benamidar,

56. Further, Benamz z‘mmacz‘zon is def ned: u/s 2(9)(A) of Prohibition of
Benami Properly msgction (PBPT) ety 1988 as:

(4) a tran3action or an arrangenent—
(a) where a property'is rmnsferred to, or is held by, a person, and
zderatzon Jor such pr@perty has been provzded or paid by,

(b) the property is Jeld
indirect, of the person who has provzded the conszderatzon

henthe property is held by—

57.  Keeping in view z‘he def nition-of ‘the benami property, benamidar,
Benami transaction, Benamidarend-Beneficial owner as per section 2 of the
original Act and Section 2(8), 2(9)(A), 2(10) and 2(12) of the amended PBPT
Act, 1988 and the discussion held in previous paragraphs the pertinent
details of the case is summarised as under:

Benamidars 1. Sh. YOGENDRA RAJ UTTAMRAJ SINGHVI PAN:
within the | (ANJPS9745G)

meaning of | Address: 103 Devsagar Building, Dalagiya Street
section 2(10) of | Mahidharpura, Surat 395003, Gujarat

the Act 2. BHAIRAV GEMS PVT LTD(AAGCB3540D)

Address: B/246, 2nd floor, diamond village-b, h no.
6/1913, 1952 to 1954  jadakhadidalgiyasehri
mahindharpure, surat, Gujarat-395003

3. GARIMA EXPORTS (APYPD8714K)

Address: MB-11, 2ND Floor, Floxchambers MP Marg,
Opera House, Mumbai-400004

4. GURUDEV CORPORATION(ABHPR3948J)
Address:  B/246, 2ND Floor, Diamond Village-B,
: 1E0ram Dalgiya Sehri Mahindharpure, Surat, Gujarat

Y @, \& 5. YOGI DIAM(AGXPRS56144)
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Address: 12, SHAKTI CHAMBERS
RAGHUNATHPURA,MAIN ROAD SURAT, GUJARAT-
395003

6. KHUSHBOO DIAMONDS PVT LTD (AADCKI1753G)
Address: 6/1946-B, OFF-103,1ST Floor, Dalagiya
Street, Mahidharpura, Surat, Gujarat, 395003

7. MANMOHAN EXPORTS PVT LTD (AAGCMO0220R)
Address: 219, World Diamond Center, Hathfaliya,
Mahidharpura, Surat, Gujarat, 395003

8. CHINTAMANI EXPORTS (BATPS4152H)

Address: 15 UGF Diamond World Tower-B, Behind
Princess Plaza, Varcha Road, Surat, Gujarat-395006

9. SHRENIK DIAMOND VPT LTD (AATCS0646L)
Address: 15 UGF Diamond World Tower-B, Behind
Princess Plaza, Varcha Road, Surat, Gujarat-395006
10. UTTAM GEMS PVT LTD(AABCU5679H)

Address: 15 UGF Diamond World Tower-B, Behind
Princess Plaza, Varcha Road, Surat, Gujarat-395006
Beneficial Sh. SHASHI KANT CHAURASIA (AAGPC6395Q)
owners  within | Address: 575 First Floor, Double Storey Flats, New
the meaning of | Rajinder.Nagtr New Delhi 110060

section 2(12) of sk ‘

the Act

Benami
Property wztkf’ ;
the meaning
Section 2(8)

-

p

msideration received for'the alleged sale of diamonds

58. In this caSe as the Benami property has been converted into different
Jorms through investment by the b ef icial. owners, the consequent proceeds,

therefore, from the benami properiy.; is hereby: being provis nally attached u/s
24(4)(b)(i) till the passing of the order by the Competent uthority u/s 26(3) of
the Act. The requisi approval in this regard is recei JSrom the Approving
Authorzly BPU 1) Delhz Vzde lerter a'ated 27 05 2022 In the lzght of the

and the benamzdars asa pan‘ of thw order Th z‘zon reads as below -

59.  Certain transfers to be null and void—Notwithstanding anything
contained in the Transfer of the Property Act, 1882 (4 of 1882) or any other
law for the time being in force, where, after the issue of a notice under section
24, any property referred to in the said notice is transferred by any mode
whatsoever, the transfer shall, for the purposes of the proceedings under this
Act, be ignored and if the property is subsequently confiscated by the Central
Government under section 27, then, the transfer of the property shall be
deemed to be null and void.”

2.3. In view of aforesaid facts of the case & the findings arrived at by the IO of the
case, the IO after taking the prior approval of the Approving authority as required u/s
24(4) of the Act on 27.05.2022 passed the Provisional Attachment Order w/s 24(4) on
28.05. 2022 holdn:rg the aforesaid properties as Benami Property u/s 2(8) of the amended

/'“\ \
PBPT AGE) it N \
o | \: s Pe X/
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3 Proceedings u/s 26 of the PBPT Act, 1988:

In this matter, the PAO was passed on 28.05.2022 and referred to the Adjudicating
Authority vide Reference u/s 24(5) of the PBPT Act, 1988 dated 08.06.2022 which was
received on 10.06.2022. Accordingly, the time to pass a final order by the Adjudicating
Authority as per section 26 (7) of PBPT Act was expiring on 30.06.2023. Upon receipt of
the above reference of the 1.0., notices u/s 26(1) of the PBPT Act, 1988 dated 22.06.2022
were issued to Defendants to furnish such documents, particulars or evidences as is
considered necessary to prove their claim that the properties so held by them are not
benami properties under the Act and are not covered by/involved in the benami transactions
within the meaning of section 2(9) of the Act and further to explain as to why all or any of
such properties should not be declared to be benami properties involved in benami
transactions under the Act and why the Provisional Attachment Order should not be
confirmed. Further, opportunity of being heard was granted on many occasions and the

matter was finally heard on 23. 06 2023%6: Counsels,for 1.0 and Defendants argued their

case at length during the pr.‘ bedmgs .and. relterafed the contents of their written

submissions. I have carefully gone through the. case records and ‘considered their arguments

3.1. All the defendants have filed detar!ed rephes in the ma Lfilowever during the
proceedings they have also filed short; synopSas*Whlch covers alb the points/contentions
s. The detailed rephes filed by the

d.by thmmAuthorlty and the{samemare not reproduced for the

raised vide detailed, rep] ‘efendants have been

examined and duly cot

dlscussed as under:

sake of brevity; however, th ho *SumeSSIOI’I has bee

3.2.  The relevant portions of the féﬁl«ﬂieesmﬂthe‘, deéfendants D-1 are reproduced as under:

1. “No notice u/s. 24(1) of PBPT Act was ever duly issued by the Ld. IO to the
Benamidar-1 / Defendant-1 holding him as Benamidar, which is an apparent
violation of law. The forwarding of photocopy of notice u/s. 24(1) issued by the
Ld. IO to Beneficial owner can not be treated as issue of notice u/s. 24(1) to the
Benamidar — 1/BD-1

2. There was no financial transaction between the BDI and the beneficial owners,
whatsoever. In view of the same there is no question of any financial property
transaction between the BDI1 and the beneficial owners resulting into any
Benami Property held by the BD1 on behalf of the Beneficial Owners.

3. Without prejudice to the fact that the BD-1 has no financial transaction with
the alleged BOs, the inference drawn by the Ld. 10 to hold that the Benami
property Transaction itself being the Benami Property is not tenable, which-
interpretation is in direct contravention of the Provisions of PBPT Act,

; ’ 4_ “Ey’en otherwise, the Benami Properties have not been identified by the Ld. 10
in Schedule—] attached to order w/s. 24(4)(b)(i) mentioning the gross amounts

CAG T ool .\\Q
Ny e S Qy
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10.

under various heads without identifying the individual Benami Property, the
Provisional Attachment in the floating manner is illegal and deserves to be
revoked.

The Ld. IO was not justified to rely upon the order of Hon'ble Adjudicating
Authority in the case of “Ultimate Creations” without confronting the same to
the BDI during proceedings under PBPT Act. Also, the facts of the case of
Ultimate Creations are entirely different and hence any reliance on the said
case should be ignored from consideration

There has never been any involvement of the BD1 in the act or transaction of
sale / purchase of diamond by the BO's

No funds have ever been routed through any of the bank account of BDI

BD1 has never ever held any property for or on behalf of any of the BO’s

No corroborative material against BD1 being involved with the transaction of
sale of diamonds was found during the search and seizure, except the statement

recorded of BDI under coercion. The same was later retracted within
reasonable time, giving cogent reasons.

The moot question is. e validity.of the rettaction affidavit, to this BDI had
submitted before fhe* Ld-10 that he comp}etely ab e with the contents of his
retraction aﬁ‘ davrr ana’ that th » 188iie of Notary, ’s denial or acceptance

3.3. Defendants D-2 o D-10, vide théir coxﬁm@m’ reply has suBf?j_, tféd the following:-

s

“The alleg a’ Banamzdars (No 2 to ] 1 ) are the most genuzne business entities.

All these alleged Benamidars (No 2 z‘o ] 1 ) n the last 15 years cumulatively
had imports of diamonds-moré than Rs. 12000 + crores, Exports of diamonds
Rs. 1400 + crores, These alleged Benamidars (No. 2 to 11) in the last 15 years
cumulatively had paid to government total custom duty Rs. 34 + crores, Total
VAT Rs. 31 + Crores and total GST Rs. 30 + Crores.

Above all, out of total 10 alleged Benamidars, 4 Benamidars have been
awarded “ONE STAR EXPORT HOUSE” by Government of India based on
their performance.

Validity of SCN issued u/s. 24(1)

2.

The Ld. 10 issued SCN u/s. 24(1) of the PBPT, Act to the BD2 to BDI11 on
19.05.2022 and passed final order dated 28.05.2022 branding the defendants
as alleged benamidars, Despite the fact that there is absolutely no factual
matrix or evidences available with The Ld. 10 which could lead to such
conclusion, the fact that the Ld. IO passed the order merely in a matter of 9
days from issuance of the said SCN shows the biased and Prejudicial
approach, the order was passed in a mechanical manner and under complete
dtsregard to the submissions filed by the said alleged BD’s. these facts clearly

'~"'_.~"'./sho “that principles of natural justice had been completely ignored and

: rena’ermg the entire proceedings void ab-initio.

N il o Q‘/
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Other Arguments

3. There were no Benami Property Transactions between the Benamidar (BD-2 to
BD-11)and the Beneficial owners and on the other hand the transactions were
in respect of purchase of diamonds by the said alleged Benamidars from
Beneficial Owners duly supported with evidences and duly recorded in the
Books of Accounts, GST returns, Bank Accounts, Income Tax Returns, Balance
Sheet etc.

4. The Ld. IO was not legally justified to hold that the Benami Property
- Transaction itself being the Benami Property, which interpretation is in direct
contravention of the Provisions of PBPT Act.

5. Even otherwise, the Benami Properties have not been identified by the Ld. 10
in schedule-I attached to order u/s. 24(4)(b)(i) mentioning the gross amounts
under various heads without identifying the individual Benami Property, the
Provisional Attachment in the floating manner is illegal.

No money Trails identified

6. No money trail, whatseéver;’ zdentz‘,ited by ‘th‘e Ld, 10 to prove the deposit of any
alleged Cash in_the aecount of alleged Bepamidars(BD-1 to BDII1). Your
honour shall agppreciate the fact that in this case extensive investigation was
done at the time:of Search Proceedmgs Post Search proceedings, during BPU
proceedmgs d during asses proceedings. Even after this extensive
investigation “by the deparfmé ash/money trail was brought on record
which is i
story of dlleged bogus sales of digmond is concatendted one and there is no
iota of truth in the allegations madé by the Ld. IO inthe zmpugned order.

7. Ordero Ulfzmate Creattorzs rehed Uvon > Not apvlzcable to this case

The orders of }Iei' dzcatzng Aufharzljff‘i i the, gasé: of Ultimate Creation have
been relied upen 1e facts of these cas‘es are djfferent as will be evident
Jrom the following.;- . e

i. There is no evidence that-any amorit received by the alleged Benamidars
on behalf of Beneficial Owners is deposited in their bank Account.

ii. There were no deposits in cash in the bank account of Benamodars.

iii. In ultimate creation, the Benamidar had made a statement before the IT
Authorities, as well as, before Benami Property unit that thesetransactions
were bogus and the amounts were given by the Beneficial Owners to be
deposited on their behalf and remitted back to Beneficial Owners, in this
case, there is no such admission.

iv. In this case the transaction of purchase and sales were duly confirmed by
both the parties (alleged Benamidar 2 to 11 and all the BO’s) and there
was no admission or submission of any adverse nature.

v.  No money trail has been brought on record to show that the amounts were
remitted by the Beneficial Owner to the Benamidar for deposit in their
bank account.

.,

P
"ﬁ" ﬁes\‘ef' orders were not confronted to the Benamidar during the
proceedmgs hence could not be relied upon.
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8. 1t is pertinent to note that the Ld. IO attached photograph of BD2 to BD11’s
premises in the order dated 28.05.2022 which only proves that BD2 to BD 11°s
business entities exist in the address provided by the BD2 to BDII as their
business address, moreover, the time of the day or night when the inspector
visited the offices in not known to said BD'’s and therefore exact reasons for the
closure of the office of BD'’s at that particulars hour of the day / night cannot
be commented upon.

Benami Transactions v/s Sham Transactions

9. It is alleged that entire tramsactions of the sale of diamonds were sham
transactions to convert the unaccounted monies of the 8 beneficial owners into
accounted money- The Id. IO admits that the entire transaction resulted into
change of colour of own property by the alleged beneficial owners from
unaccounted monies to accounted money. Additionally, When the Ld. IO is
alleging any transaction as ‘Sham’, how can that transaction be treated as part
of the benami transaction, the benami transaction is actual genuine transaction
which result into creation of some property. Only issue which the benami law
deals is the question that whether consideration for some property held or
transferred in name of any person has been paid by some other person and the
owner of this property is only.aneame-lender (Benamidar,).

Supreme Court Ruling” .

‘‘‘‘‘‘

10. The

Hon’blémg Caurt," of Indza on July 14, 2021 A2
ﬁastructure Ltd w”Known As Vzom Infra

It is therefore submitted: 16
making any allegatzon and  prop szng any dctzon on that basis is not correct in
the eyes of law.” e

3.4. Defendant D-11, vide his reply has submitted the following:-

1.1.That the present written submission being a synopsis of the oral arguments
is being filed on behalf of Defendant No. 11, Shri Shashi Kant Chaurasia,
(hereinafter referred to as the “Answering Defendant”), bearing PAN
AAGPC6935Q and having his residential address at 575, First Floor, New
Rajendra Nagar, New Delhi, 110060. The facts of the case are not being
repeated hereunder, for sake of brevity and only the issues which arose
during the course of oral arguments, are being addressed.

1. Existence of rough uncut diamonds. The declaration under IDS 2016

The initiating officer has proceeded with the assumption that the rough,
uncut / unpolished diamonds, which were the subject matter of the
declaration under IDS 2016, filed by the answering defendant, did not
actually exist and the declaration was false and obtained through
mzsrqp;aesentatzon In arriving at this vzew the zmtzaz‘zng officer has relied
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The assessment order mentions that the assessee (answering defendant)
planned a scheme during IDS 2016, wherein non-existent assets would be
created in the books so that such assets could be sold at exorbitant prices
in future so as to channel, his unaccounted income.

The said diamonds were inherited by the answering defendant from his
grandfather (grandmother in cases of Smt. DiptiChaurasia and Smt.
VibhaChaurasia) as unaccounted assets, they were declared in IDS-2016
and due taxes were paid, subsequently Form-4 was issued. The said
declaration is valid and has attained finality thus, the source of the rough
diamonds is proven beyond doubt. In fact, as per the IDS-2016 scheme,
once the declaration attains finality, no question/enquiry regarding the
said declaration can be made. The assessing officer being an authority
subordinate to the Pr CIT, cannot sit in judgement over the satisfaction of
the PrCIT, and / or ignore the certificate issued by him.

2. Regarding issues pertaining to Valuation Report and Valuer Sh. Shrenik R.
Shah-

The valuation of rough diamonds was done for the purposes of IDS-2016
by Mumbaz based valuer Sh Shremk R. Shah T he IO has cast asperszons

matter has norhmg to do with the- anmermg defend
all paymerits towards obz‘atmng Such services were m

3. The transactions of cutting and polibhihg of diamonds-

Subsequent to the declaration of rough diamonds in IDS-2016, the said
diamonds were cut and polished by utilizing services of parties based in
Surat. In the impugned order, the IO has raised doubts regarding the
genuineness of the said transactions on the ground that financial
credibility of these parties is doubtful; that the physical verification of
their premises led to finding that they were either not present at their given
address or they are doing insignificant business. Also, during the
argument stage, the Ld. Departmental Representative argued that turnover

of these parties went up when the appellant had done business with them
compared to other years when the appellant had not done any business
with them. It is submitted that the cutting and polishing of diamonds is a
very unorganized industry, the appellant is not in a position to comment on

the skewedness/change in turnover of these parties. The appellant has
made payments through the banking channels against the services
obtained from these parties, all these payments are part of regular books
of accounts and their veracity/correctness has never been doubted at any
<stage~of the proceedings which culminated into the impugned order. The
£ q} -appeflant has submitted all the relevant material supporting the
sf genumeness of the said transactions in its submissions during the course

Y B \ 7 .- LY fered /) N
2 e, i .
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of the impugned proceedings. It is further informed that a search and
seizure action under the IT Act has been done in case of appellant and its
family members, where no evidence/material in any form has been found
which could even remotely indicate that the said transactions were non-
genuine. Further, it has been reliably learnt that independent verification
enquiries had been made to these parties regarding the said transactions,
these parties had confirmed that they have undertaken these transactions
with the appellant and had also submitted all the relevant material
supporting the veracity and genuineness of these transactions. As far as
issue of closure of premises ascertained in course of physical verification
of their premises is concerned, it only proves that these parties existed at
the given addresses and closure of their businesses during the time of
physical verification is purely coincidental. However, no negative
inference can be drawn on the basis of this assertion, more so when all the
relevant material had been duly submitted supporting the veracity and
genuineness of the said transactions.

4. The sale of cut and polished diamonds-

The cut and polished diamonds were sold by the answering defendant and
his family members to various parties. based in Surat and Mumbai starting
from FY 2016-17 onwards. The entive sale. consideration has been
received in bank accounts. of the-answering defendant and his family
members, the foxes: due: have been duly paid.in form of LTCG arising out
of the said’ transacz‘zons <H O .has raised doubts regarding the
genuineness ansactions on the', gféund that financial
credibility/ s -dou ical verification of
their premises led to finding thot they are either not present at their given
address or they are doing insignificant business. It is submztted that the
sale parties 16 whom diamonds were sold by the answermg defendant are
engaged in the business of iradm of diamonds from ldst many years, few
of them are reg:srered export. ‘houses, they also have submitted relevant
documents to showthe substantial volume of buysinéss done by them over
last many years. urther it s submitted that all the sale transactions done
by the answering déf dant and his family'T embers are duly supported by
all the relevant materidl, whlch Jorm part egular books of accounts. All
such necessary material. supporting genuineviess and veracity of the said
transactions have been subiititted By the answering defendant in the
impugned proceedings. Also, all the sale parties had confirmed the said
transactions and had supplied relevant material supporting the veracity of
the said transactions. It is informed that the correctness of the said
documents/evidences has never been doubted. Also, just to inform it is
submitted that during the course of search conducted in case of answering
defendant and his family members no material in any form was found
which pointed towards non-genuineness of the said transactions. As far as
issues raked up by the IO regarding physical verification of the business
premises of these parties, it is submitted that the findings are purely
hypothetical and hold no currency, more so when all the relevant material
has been duly submitted supporting the veracity and genuineness of the
said transactions.

3. Issues regarding retraction gffidavit of Sh. Yogendra Raj Singhvi

It is clarified that the answering defendant and his family members have
no financial transaction with the said person. With regard, to the
conrenﬂomoﬁ the 10 questioning the genuineness of the retraction affidavit
(’agamsr his® sratement recorded during the IT proceedings) filed by Sh.
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Singhvi, on the grounds that notary public had given a statement that no
such affidavit was notarized by him and that no entry in this record has
been made in notary’s register, it is submitted that Sh. Singhvi had duly
submitted that he completely abides by the content of the said retraction
affidavit. Further, a letter was also written by the answering defendant
seeking his comments regarding the same, to which he submitted in detail
regarding the circumstances under which his statement was recorded (for
which he filed retraction), he also confirmed the contents of the said
affidavit and had mentioned that he is willing to testify before any forum in
this regard. In light of the above, this issue raised in the impugned order
holds no currency and should be completely excluded from consideration.

6. The applicability of S. 2(9)(4) of the Act and Benami Property identified-

It is submitted that to initiate action under the PBPT Act 1988, the IO has
to identify the Benami Transaction and consequentially the subject matter
property of such transaction, which then becomes the benami property.
The initiating officer has been unable to specifically identify the benami
transaction or the benami property. On the specific directions of the Hon
AdjAuth, the initiating officer was asked to clearly identify the benami
property. In the rejoinders filed, he_stated.that funds received in the bank
aeccounts of the a s tefendant dnd his family members on sale of
diamonds is bewamiproperty. It is-unfathomable as to how the funds
deposited in his. bank saccount_can qua[ ify. as benamz property of the
answering defendant ) :

In the zmpugned grder, the ﬂ‘;rarrs’étzon Tiérs been alleged to be violative of
the provzszons of section 2(9){A)./Fhe said section has two limbs viz;

i) Thé Benamidar should hold the property for the Hmmedzate or future
benefit of the beneficial owner 5

ii) The consideration should be. provided by the Bené”;zc‘i’al Owner,

The initiating oﬁ" Gcer has failed to.show how conszderatzon Jor the sale /
purchase of diamonds has’ Been provided by the answermg defendant, the
alleged benefi cial ownersThe allegatzon that . cash has been provided by
the beneficial o Who puf chased the diamonds, through
Yogendra Raj Sznghvr; is not backed :by any-evidence. While it is alleged
that thousands of crores 0f rupees-haveé been transferred to the parties
purchasing diamonds, no evidence of deposit of even one rupee has been
made available. It is beyond comprehension as to how around 3000 crores
of cash was converted into bank balances, without any evidence of such
cash deposit into bank accounts. For the provisions of section 2(9)(4), to
apply, the initiating officer has to show that the consideration for the
benami transaction has been provided by the alleged beneficial owner. Not
one rupee has travelled from the answering defendant to the bank
accounts of the alleged benamidars. Further, the investigations carried out
by the initiating officer itself shows that money has been received in the
bank accounts of the benamidars, from other entities engaged in diamond
trading business, and such transactions are unrelated to the answering
defendant. The underlying assumption of the initiating officer is that cash
has been transferred by the answering defendant and others and such cash
is the consideration for the bank balance in the accounts of the
benamidars. However, as stated above, it is for the initiating officer to
show where and when, the cash was introduced in the banking system and
how it has travelled into the accounts of the benamidars. No such evidence
of cash has been brought forward and no evidence is forthcoming. Mere
.gpe@maﬁou cannot take place of material evidence.Thus, no case of
: benamz Iransaction is made out.

\
Y
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7. Traces of Benami Property identified in the impugned order

In the impugned order the subject matter of entire investigation viz. the
benami property could not be identified by the 10 at all. The 10 in his
order has concluded that traces of alleged benami property has been
identified and remaining part of the so called benami property is being
identified. The entire edifice of the benami proceedings rests on the
identification of the benami transaction and the benami property. There
cannot be any scenario wherein it can be claimed that only traces of
certain property could have been identified, more so when the subject
benami property is claimed to be deposits in the bank account of the
answering dfendant. The non-identification of the benami property in
whole makes it evident that there is absolutely no ground which was
available with the I0 which calls for action under the provisions of the
PBPT Act and thus the entire proceedings become null and void.

8. Hypothetical Argument

Without prejudice to our contentions as above, let’s for a moment accept
all allegations of the initiating officer at face value. What inference can be
drawn from these allegations? The.only inference, that can be drawn is
that the answering defendant has handed over cash for cheques of like
amount. It can only b ﬁresumeqi that swering defendant has given
cash to the benamidars and'received chieques from them at the same time.
At the moment of handmg over theseash, the dnswi ving defendant received
the cheques; *thereby, the ben ars betame legal dnd beneficial owners
of the cash and the answermg endant Became ‘the. Zegal and beneficial
owner of t]aé dmount repiésented by the cheques This is a simple
exchange trapsdction, and does nor fall within the dej ;;1 tion of a benami

transaction.

iy

Lions”., case of ; the ‘Ultzmate Creations’, the
unaccounted cash of the séid-entity wes deposited in the bank account of
the alleged benamidar, who then claimed ownership of the said funds.

Later on, the alleged benamidar transferred the funds in bank account of
the entity ‘Ultimate Creations’. It becomes clear from the above that cash
was deposited in case of ‘Ultimate Creations’, however, no such finding
could be highlighted by the 10 in case of the answering defendant and his
Jamily members. In view of this fact also, it is evident that the 10 has failed
to appreciate the correct factual matrix of the case of the answering
defendant and wrongly attributed inapplicable facts théreby drawing
negative inference. Thus, the entire order suffers from not only legal but
Jactual infirmity as well and hence the impugned order should not be
confirmed.”

3.5.  The Initiating Officer has rebutted all the claims made by the Defendants through
the detailed rejoinders which have been duly considered. In short it has been submitted
that it is a proven case of introducing unaccounted income in the garb of long-term capital
gains usmg benamzdars as a conduit, in the garb of sale of diamonds claimed to have been

dlsclosed gn%he ]rrcome Declaration Scheme-2016 which is found bogus by the Assessing

/ARY

s
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Officer under the Income-tax Act, 1961, as well as by the IO while carrying out
independent inquiries during the course of enquiries under the PBPT Act. The Beneficial
owner mis-utilised the IDS Scheme wherein he declared the investment in 12857.07
carats of rough diamonds on 13.09.2016 which was accepted by the concerned 'PCIT,
however, the same is in itself not the only part of benami transaction. The benami
transaction in the present case has to be considered as a whole. The declaration of rough
diamonds was only part of the conspiracy as there was actually no rough diamonds. No
actual ownership of said rough diamonds was in existence. It is only, in furtherance of
their conspiracy to declare the rough diamonds in the eyes of the revenue authorities,
created bogus sale evidence to show that these alleged rough diamonds were sold at
exorbitantly high price within a period of FY 2016-17 to 20-21. The actual benami
~ transaction was not only the false declaration of rough diamonds but it extended up to
false sell of the said rough diamonds to bring the ill gotten/not declared huge money in
the garb of sale of rough diamonds which was utilized to procure the other assets and

ey

accordingly been attached as proegeds of befianii property

3.5.1. It is also pointeél

the members of the Chaura51ya family,  The: en‘tlre transaction ¢ fj;the alleged sale of

diamond was a sham te: convert the unaccounted money of the 08 Beneﬁc1al Owner’s into

accounted money. The field verificationiin Mumbal and Surat squarely establishes that the

Benamidar entities havo& 16id from the 08 Beneﬁc1al Owners who are

not doing any genuine businé: \;S‘é:farg,,gnly p,aper_ @ggues wlth no real/actual business.

#

3.5.2. In view of above, The In1t1at1ng Ofﬁcer concluded his submission by stating that
Benami transactions in this case are the purported Long-Term Capital Gains from the sale
of alleged diamonds wherein the benami property represents the bogus sale proceeds of
diamonds allegedly belonging to the beneficial owner. The sale of alleged diamonds was
held by Sh Yogendra Raj Uttam Raj Singhvi through entities being managed and
controlled by him through his subordinates and associates. The benami properties were
subsequently transferred to the beneficial owners through their bank accounts. By way of
entering into the said bemami transactions, the subject properties, being the benami
properties representing the proceeds have been held by the benamidars as conduits for the
future benefits of the beneficial owner. Thus, he held that these transactions are found to
be squarely covered by the statutory definition of the term ‘benami transaction’ accorded

'_‘,,..-—-N

under section 2(9)( A )~offthe Act.
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Discussions and Findings:

4. I have carefully gone through the Reference of the Initiating Officer, the case
records, the written submissions of the Defendants and Rejoinders filed by the Initiating
Officer. I have also considered the arguments raised during the hearings by the counsels of

the Defendants and the Initiating Officer.

4.1.  The undisputed facts in this case are that the Special Investigation Branch of
Commercial Taxes Department, Uttar Pradesh from 19/07/2019 to 25/07/2019 conducted
a search and seizure operation on various premises of K Pan Fragrance P Ltd., a
franchisee of the KP Group. Based on various clinching evidence found from the searched
premises it was reported to the DDIT (Inv), Unit 7(3), Delhi that Kamla Pasand Group
engaged in manufacturing various tobacco products using benami entities and dummy
directors fully controlled by it. It was ‘Teported that the recovery of the corresponding

taxes is to be affected from M/s Kamla Kant, and Co. LLP and its franchisee jointly and

severally, in view of the Benam,L flature of transactlon Based on the search and seizure

epared by the Invesmghtlon ng,j»Umt 7(3) Delhi and the
7, Delhi. Based on his

ATax Act,1961 dated

action, an appraisal

present case was referred to ‘the Assessing Ofﬁéer, Central Circ
Officer vide order U/Sﬂ153A of the Incdine

findings the Assessi
30.09.2021, conclude
Income Declaration ¢Sél§enge_a 2016 wa_s not ;
addition of Rs.3,26,5 1,6 ._f Sh:Anand Kumar Chaura51ya for AY 2017-
18 to 2020-21 and of Rs 32 ‘0 50, 550/-'1n4the cas€’ of S Shashlkant Chaurasiya for
AY 2018-19 to 2020-21 treatmg the con51derat10n rece:wed in lieu of the sale of the bogus

ilid declarat1on, oon‘sequently made a total

diamond as unexplained cash credituf s—68 of the, Income Tax Act, 1961.

4.2. Consequently, it was observed by the Initiating Officer that the beneficial owner,
Sh. Shashi Kant Chaurasiya, has routed his unaccounted money in the garb of sales of the
alleged diamond through Benamidar, Sh. Yogendra Raj Singhvi, and entities being
managed and controlled by him. The beneficial owner has declared a rough diamond of
12857.076 carat worth Rs. 49,42,79,680/- These rough diamonds were allegedly
processed and 2544.13 carat off cut-and-polished diamond was extracted from the
declared rough diamond in the IDS 2016 which were further sold during the period AY
2017-18 to 2021-22 for Rs. 3,58,95,00,731/- thereby incurring a windfall gain of at the
rate of 626% (approximately). It is also seen from the records that during the search
conducted on Kamla Pasand Group, the assessment proceeding before the Central AO and
during the benaml proceedmg, none of the parties integral to the transaction of alleged

Jnmal
sale of dlamonds have ;ﬁn;nlshed any cogent documentary evidence that could reasonably

.,' ) :
b ]
Lid fopd &

%,
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establish that either rough diamond was processed and that cut and polished diamonds
exists. Thus it was found by the Initiating Officer that it is a proven case of introducing
unaccounted income in the garb of long-term gains using Benamidar as a conduit, in the
garb of sale of diamonds claimed to have been disclosed in the Income Declaration
Scheme-2016 which is found bogus by the Assessing Officer under the course of instant

proceedings.

4.3.  This is a case where the Initiating Officer has found that the benami transaction of
declaring Long Term Capital Gain on consideration received for the sale of the alleged
cutl-and polished diamond was conceived to convert the unaccounted money of the
beneficial owner into accounted money by layering through multiple dubious entities. For
giving the sham transéction a genuine appearance, the beneficial owner has devised an
arrangement in due connivance with the Benamidar, Sh. Yogendra Raj Singhvi who was
managing and controlling the entities arrayed as benamidars in the case. As per the
arrangement, the unaccounted,nioney <of’ the be'néﬁc”i‘al owner was routed through the

on.for'the sale-ofthe ﬁlie’ged diamonds. It is a matter of

Benamidar entities as a con‘éide",

interest that different beneﬁ01a1 sowners.in'the connected group case, though belong to the

same family, have glve ’ ntradlctory versionis rof.:sources of, acqulsmon of the diamonds.

The source of the rough dléinond remams mystery which wasfiever established by any

of the beneficial ownets. The beneﬁmal owner has made hige investment in different
avenues using the congidetation and Jias amassed from the alleged sale of the cut-and-

polished diamond. Thls isthe hcase of the: Imnatmg Officer in brxef

5.  The defendants héve ‘ number .‘Qf‘vrot’iﬁ{eej;fiojns i their replies as reiterated
during the hearing. The D1, D*2.to D

them are considered. Most of the contentiofi§ are in general nature and common for all.

and D11 haye-given separate replies and all of

Each point raised by the different defendants is discussed collectively in the succeeding

paragraphs.

5.1.  The defendants have questioned the initiation of proceedings and the reasons to
believe to issue the show cause notice. I agree with the stand of the Initiating Officer that
he had reasons to believe to initiate the proceedings in this case such as several
incriminating evidences, including physical documents as well as digital data were found
and seized. The transaction considered as benami wherein the property held by the
Benamidar using several other Benamidars as conduits. The long-term capital gains are
treated as unexplained credit of the beneficial owner, having been introduced using
Benamidar as a conduit. The IDS 2016 was a colourable device to give effect to the
scheme of_the assesse to legalize its ill-gotten money. As per the scheme the Beneficial

cn of E
Owne;‘ preated aan@n-emstmg asset in the form of raw diamonds in his books of accounts

A b {5
o N, T Pt
e
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so that the same can be sold at the exorbitantly higher prices in future and he can infuse
his unaccounted income through this channel. Notice U/s 24(1) of the Prohibition of
Benami Property Transactions Act, 1988 was issued “after recording reasons in writing”.
The IO has conducted the impugned proceedings under the PBPT Act based on various
facts and findings. Further, it was found during the search and seizure operation that
Kamla Pasand Group is engaged in large tax evasion resorting to carrying out its business
operation through benami entities and dummy directors fully controlled by it. Several
pieces of incriminating evidence, including physical documents and digital data, were also
discovered, and seized. The entire impugned proceedings right from the issuance of the
alleged Show Cause Notice is based on the material facts which have already been placed

on the record.

5.2.  Another contention is that the Initiating Officer has wrongly relied upon the order
of the Adjudicating Authority in the case of Ultlmate Creation. It is seen from the
provisional attachment order that' the mtla'tm,g Ofﬁcer has mentioned that in similar cases

of introducing unaccounted '» ' yNI/s Ulttmate Creatlons in the disguise of bogus

rough‘ bank transfers usmg several enamzdars as purchasers,
de by the Initiatin Ofﬁcer u/s 24(4) of the

sale of gold in its books
the Provisional Attachm Tt "rders (?AOs)y
Act, treating the en‘tlre fre(:elpts as benami jnicoperty, have duly: been confirmed by the
Adjudicating Authorlty u/s 26(3) of the Aot in Reference Numbers 14/2017 to 23/2017
and 1127/2018 and 1128/2018 All these transactlons are categor"' ally found to be benami
eamng of’ sectlon 2(9)(A) of the, Ac ‘ by the Adjudicating

transactions within the]

Authority. It was categquc y held i these ord“e;rﬁ that the crechts in beneficial owner’s
bank accounts in the dnglHS/‘ “beogus..sale: a8 are the benami property and its
consideration is the amount’ prov1ded by the beneﬁmal owner to the benamidars,

representing these bank credits.

5.2.1. The Defendants have distinguished the order of Adjudicating Authority in the case
of Ultimate Creation as relied upon by the IO, primarily on the ground that in the said
case, the Benamidar had made a statement before the IT Authorities, as well as, before the
Benami Property unit that these transactions were bogus and the amounts were given by
the Beneficial Owner to be deposited on their behalf and remitted back to Beneficial
Owner; whereas in this case, there is no such admission. I find that in present case, during
search and seizure operations, Shri Yogendra Raj Sanghvi (D-1) has admitted that he
rendered his services against receiving 0.18% commission in routing unaccounted cash of
the Group through various dummy entities controlled by him. Later, he has retracted his
statement by filing a retraction affidavit, which is found to be non-genuine. In any case,
the Ineome Tax Authorities have already upheld the sale transactions to be bogus in

natu;e and theere is no reason to divert from their findings in the matter. I do not find any
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infirmity with the reliance placed by the Initiating Officer in a decided case with similar

set of facts.

5.3.  As regards the averment that the benamidars are genuine business entities, it must
be appreciated that the Initiating Officer has sufficiently narrated that these are shell
entities making book entries without indulging into the real business. The accommodation
entries are managed by the entry provider defendant No 1 and the bogus transactions are
entered as a part of the modus operandi and hence this stand cannot be accepted. In this
connection their averment that the officers of the department found their offices locked
because they might have visited their premises during night time is mere argument for the

sake of argument and does not deserve any comment.

5.4.  As regards the contention that the money trail was not established and properties
were not correctly identified by the Initiating Ofﬁcer while issuing the Show Cause

Notice under section 24(1), I must agx:ee with! the In1t1at1ng Officer that money trail in the

alleged Benami Property assets was 1dent1ﬁed b the 1.O: 'and’ Was based on circumstantial

evidence and test of hum pﬁBabil,ity\. Tt was found that n()ne of the benamidars was

carrying out any btffé

confirmation order/JO

statutory time frame The propemes reﬂec‘ id in“the )];;)wazlance sheet are identifiable and

further action can be taken in due course.

5.5. They have further contented that the Hon’ble Supreme Court of India in A2
Z Infra services Ltd. V/s Quippo Infrastructure Ltd. discussed the question of evidentiary
value of WhatsApp chats/conversations and observed that “What is the evidential value
of WhatsApp messages these days? Anything can be created and deleted on social media
these days. We don’t attach any value to the WhatsApp messages.” In this connection it
must be appreciated that the evidentiary value of electronic documents are dealt with
under the various provisions of the Information Technology Act and the acceptability or
otherwise will largely depend on the nature of the case and the facts therein. In the
present case by the Initiating Officer, the case is not solely based on any whatsapp chat,
but such evidences are used as supplementary evidences only and as such the citation

g1y»an ,‘a’%eve cannot be relied upon in the present case.
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5.6.  Another allegation is that the defendants were denied natural justice. The Initiating
officer has stated that the said allegations are false and denied that no reasonable
opportunity was given to the Petitioner to rebut the allegations and is against the
.Principles of Natural Justice. The impugned order was passed within the purview of
Principle of Natural Justice. The Rule simply implies that a person must be given an
opportunity to defend himself/herself and the principle is a ‘sine qua non’ of every
civilized society. The proceedings have been conducted after following the due process of
law and after conducting a proper and fair investigation/ inquiry. The Beneficial owner in
the present case has been given several opportunities by the Initiating Officer. The
benamidars were also served notice, opportunity was not denied to them also. The D-1 to
D-10 have questioned the validity of Notices issued to them by the 10. They have pointed
out that no notice u/s 24(1) of PBPT Act was issued by the IO to them holding as
Benamidar, which is an apparent violation of law. According to them, forwarding of
photocopy of notice u/s 24(1) issued to Beneficial Owner cannot be treated as issue of
notice u/s 24(1) to the Benamidar, ﬁnd that:the cbpy 0f SCN dated 28.02.2022 issued to
Beneficial Owner (D-11) was. srmultaneoué‘ly setittQ. the D 1 as Benamidar by Speed Post

g

and delivered to him short}y tt&ereaﬁq: in'normal ¢ ourse \Thé D-2 to D-10 were however

inducted as Benamidar at'a I lter stage’ &l tmg lndepeqdcnt ‘enquiries of their role

jith the beneficial owners; and accordingly, a

SCN dated 19.05.202 .Was sent to them, especlally asking as to Why they should not be

5.7.  There is another averment that the transactions involved are not covered by the

benami Act. I agree with the Initiating Officer that the entire transaction falls within the
ambit of Benami Property. The Beneficial Owner is involved in the benami transactions
for acquiring the benami properties. The 10 was already in possession of the appraisal
report received from the Income Tax Department that the Beneficial Owner has prima
facie entered into a Benami Transaction using Benamidar as conduits. The IO has
correctly initiated the proceeding under the PBPT Act on the basis of further investigation
based on reason to believe and material in possession. He has already conducted the
investigation within the well settled procedure under the PBPT Act and passed the order

within the jurisdiction considering the Principle of Natural justice.

5.7.1. The Benamidars have contended that the IO simply proceeded on borrowed

satisfaction of the report of Income Tax Investigation Wing and Commercial Tax

Depar’tn'L ;f »-Iwﬁ\nd that apart from the Income-tax department’s finding that such



Reference No. 0187/PBPT/DL1/2022 Page 28 of 47

transactions in diamonds were non-genuine, the IO on his part has also provided sufficient
opportunity to the Defendants to prove the genuineness of their alleged transactions, but
there appears to be no concrete documentary evidences submitted by them. It appears that
the IO has performed his duties well in making various enquities which were within his
control, and in bringing his detailed findings in his order. Having held the transactions of
sale of cut-and-polished diamonds by Beneficial Owner (D-11) to the Benamida{ entities
(D-2 to D-10) controlled by Shri Yogendra Raj Singhvi (D-1) to be bogus; now it is
required to be examined whether elements of Benami Transaction are present in the given
set of transactions. The IO has invoked the provisions of Section 2(9)(A) of the PBPT Act
in present case. I note that for applicability of Section 2(9)(A) of PBPT Act, two

conditions are required to be simultaneously satisfied, i.e.

(a) where a property is transferred to, or is held by, a person, and the consideration
Sor such property has been provided, or paid by, another person; and

(b) the property is held for the immediate or future benefit, direct or indirect, of the
person who has provided the z:*onszdemtzon

5.7.2. In present case, since the Sales of cut- and~pohshed Diamonds made by Shri
Shashi Kant Chaurasia (D"“"‘ 1) to Shri Yogendra Raj, Sanghv1 & hlS entities (D-1 to D-10)
are held to be bogus; as a natural corollary, there would be no supply of goods, and hence
no genuine conSIderat;;on would be pald therefore i.e. cash payment must have made
against the receipt of -consideration through bankmg mode. Apply the conditions of
Section 2(9)(A) of PBPT Act to such transacuon,

e The “propei‘tjf ﬂ"iex barik balances ofD- -1.fo D-10 0 (in converted form from

the cash paid fo »th D dl),. 5000 before re-tragisfer to D-11.

° Such property is transferred i:o them by D<T1, and held by them till it is
retransferred to D-11. )

° Consideration for such property (i.e. bank balances of D-2 to D-10) has been
provided by D-11 (i.e. in the form of cash).

e The property (i.e. bank balance of D-2 to D-10) was held for the immediate

direct benefit of D-11, as supposed to be retransferred immediately to D-11.

5.7.3. Hence, the above transaction of cash payment against bogus sale fits into the
definition of Section 2(9)(A), subject to that in present case, the property is presently held
not by D-2 to D-10 (Benamidars) but by D-11 (Beneficial Owner). Here, the moot
question is whether it is compulsory that the property should be still held by Benamidars
only, or whether it can be held as benami even after being retransferred to Beneficial
Owner. In this regard, ;hg;Sgotion 6 of PBPT Act states that, -

A SN
\”' <y .. ‘.'.. \
5
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Section 6 : Prohibition on re-transfer of property by benamidar

6. (1) No person, being a benamidar shall re-transfer the benami property
held by him to the beneficial owner or any other person acting on his behalf.

(2) Where any property is re-transferred in contravention of the provisions of
sub-section (1), the transaction of such property shall be deemed to be null
and void.

(3) The provisions of sub-sections (1) and (2) shall not apply to a transfer
made in accordance with the provisions of section 190 of the Finance Act,
2016."

5.7.4. A reference to above provisions make it clear that the law prohibits the benamidar
to re-transfer the benami property held by him to beneficial owner; and even if he re-
transfers the property, such transaction shall be deemed to be null and void. The only
exception to this is a transfer made in accordance with the provisions of section 190 of the
Finance Act, 2016, i.e. where the beneﬁcial owner has made a declaration of the benami

property under the Income Declaratlon Scheme 2016 In present case, the benami

transaction is the payment Sash agaifist Bogus-Salé 6t cut-and-pohshed Diamonds to

;me Declaratlon Scheme 2016 was over;

D-1 to D-10, which has’ tbaken‘ : Tace post

5.7.5. 10y a"re;;ﬁot denying the fact that during
proceedings before the 10, they were asked to show cause as to why they should not be
treated as Benamidar. Such notices were duly delivered at their respective addresses, and
they have also responded to the same in whatsoever manner. In my opinion, this is
sufficient compliance to the requirement of Section 24 and/ or Section 25 of the PBPT
Act. The requirement of Section 24 to “issue a notice to the person to show cause ....."
does not specify any particular format of the notice, and it is enough that the intended
message is communicated to the concerned party, which fact is not disputed in present
case. Further, the Section 25 specifies the manner of service of notice, i.e. to whom it
should be addressed in case of individual/ company/ any other person etc., which has
nothing to do with the contents of the notice. Hence, in present case, the lawful

proceedmgs cannot be held to be invalid on mere technicalities as pointed out by D-1 to
D-10., ,-\ \
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5.8.  As regards the contention of the defendants that the statement relied upon by the
Initiating Officer cannot be relied upon as the same were retracted subsequently. In this
connection it must be appreciated that while a statement given subject to force and the
contents are contrary to facts on record and against primary evidences, then the retraction
of such statements make sense and the law has been provided for such retraction in the
interest of justice. But if the retraction is made as a result of afterthought and with a
malafide intention to fabricate the given case, such retraction need not be considered by
the authorities. Further, in the given case it has been substantiated by the Initiating Officer
that the retraction affidavit made by the deponent is a forged document and is planted to
nullify the effect of the statements recorded on oath by the Dy. Director of Income Tax
(Inv.). The retraction statement made by way of an affidavit was neither verified nor
notarized by the Notary Public. Further, making an incorrect or false affidavit is criminal
offence. The entire proceeding under PBPT Act is based on proper investigation and

evidence.

5.9.  Though claimed by:th ‘**’él“efen&an“ts,“fﬁe present eaée is'not covered by the decision

of Hon’ble Supreme C@urt?“m the case f Umon of Indla vs ,aflpati Dealcom Pvt. Ltd.
(2022) 141 taxmang. com 389 (SC) ‘
misutilised the IDS; Scheme wherein they declared the 1nvestment in huge quantity of

tof the PBPT Act. The declaratlon of rough

: 'é, lt 1s ‘case Where the beneficial owners

rough diamonds pr:lor to the amendmg

diamonds was only part of the conspifady as. there was actudlly no rough diamonds. No

actual ownership of the sa;djrough dlamonds was m existenge. It is; only, in furtherance of

their conspiracy to decla; e ‘rough dlam@ncfs it the eyes of revenue authorities, created

bogus sale evidence to show t
high price within a period of F ‘
the false declaration of rough dlamonds but' it is the purported sale of the said rough
diamonds through benamidars to bring the ill gotten/not declared huge money in the garb
of sale of rough diamonds which was utilised to procure other assets and accordingly been
attached as proceeds of benami property. The defendants, relying upon the ruling of
Hon’ble Supreme Court in the said case has contended that the provisions of PBPT Act,
1988, as amended by the Benami Transactions (Prohibition) Amendment Act, 2016 are
not applicable in present case since the alleged benami transaction originated at the onset
of IDS 2016 from the Declaration, with respect to acquisition/ possession of diamonds. I
do not find merit in said contention since the holding of alleged rough diamonds before
the above amendment act is per se not considered to be benami transaction; rather the
transaction of cash payment against subsequent bogus sale of cut-and-polished diamonds
is hereby considered to be a benami transaction which event has occurred after

01.11.2016x-being the date on which above amendment act came into existence.
,;Q\\\“ /‘\N \
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Therefore, the benefit of Hon’ble Supreme Court judgment does not extend to the

defendants herein.

5.10 The central issue in the case is declaration of non existing asset under disclosure
scheme, with a malafide intention of claiming huge fake and sham capital gain at a later
date. Though it has been claimed that the BOs were holding rough diamonds amounting
to substantial quantity, there was no evidence to prove the authenticity of the claim. While
it is their claim that they had disclosed it to the IT in the declaration scheme, the Initiating
Officer has correctly defended that the protection under the scheme is not applicable for
illegal funds and fake declarations. In this case the Assessing Officer has not accepted any
declared capital gain and added the same to the regular income of the respective year as it
was a fake declaration. In addition it is admitted during the hearing that the entities under
KP group were searched on previous occasions also, mainly during 2003 and 2008. But
no such holding of the claimed dlamonds or any incriminating documents indicating

ny enut

existence of such diamond Were»found from or. 1nd1v1dual There is no record of

purchase of the said dlamond

inheritance, there is no- record avallable t6-Shiokv the ratio and mode of partition between

the present holders. In‘ th‘“ case of the prope} ., alued at mulw ctores of rupees, in the

absence of a will, it IS“nC)f likely that the samie will be distributéd in different quantities

without executing a pmper deed of settlernent. Thus as far as this ”‘"“omt remains as settled

in favour of the In1t1at1ng Ofﬁcer it is clear that the diamonds were never in existence in

the ownership or posses§ on of the beneﬁcxa[ owilers there was ho actual sale of diamond;

modus operandi was to launder the huge funds accumulated through tax evasion in the

business of tobacco products which carry heavy tax.

5.11.  In addition, the Initiating Officer has rightly observed that the claimed purchasers
of the cut and finished diamonds were of no real means and genuine business, but they
were mere accommodation entry providers who have in fact transferred the BO’s own
funds to them through their accounts. The vast variation in price and claimed appreciation
is not acceptable to any prudent mind. Further Yogendra Raj Singhvi has admitted in his
statement that he is an accommodation entry provider and all the alleged purchasers of the

diamond are in fact the shell companies and entities being controlled by him.

5.12. It is a fact that there are some alleged infirmities with the proceedings by the
Initiating Officer. But the said infirmities are not sufficient for setting aside the

proceedings as a whole. The adjudication under section 26 is a continuation of the
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proceedings initiated by the Initiating Officer and the AA can rectify the lapses and
proceed towards a logical conclusion of the proceedings. The fact of non inclusion of the
names of the benamidars in the notice is not significant as far as the notice has
subsequently served to all of them. The facts whether it was originally addressed to the
BDs or not is not of much importance when the facts are examined in totality. The BDs
were given opportunity before the IO and before the AA and there is no denial of natural

justice to any of them.

5.13. Similarly as regards the lacunae in identification of the properties also, it must be
noticed that the proceedings under section 26 is in continuation of the proceedings before
the Initiating Officer. The section 26(5) gives express authority to the Adjudicating
Authority to add or delete any property and there is no harm in mentioning the correct
description of the properties in the order u/s 26 which could not be done due to the time
constraint before the present Authority. Assets should be correctly listed and proceeded
at the time of further action under'section 27

5.14. Thus the proceeﬂmgs cannot be\ grven a let\_go merely on technical grounds. This

has to be handled with t purpose of enactment and the gravlty of the offence against the

national economy in min ._;?Spec1al enactments are passed by the’Parllament with specific
objectives and the ulfimate aim in publi  interest is to attain fhese objectives. The

Parliament has amended the PBPT 1988 in 2016 With an 1ntent10n t0 deprive the holders

of the unaccounted and olack money: through the benamldars by -entering into benami

transactions, from enjoymg he beneﬁt reaped ot of the gal activities and thereby

hindering them further in dul ng 1nto such, aot1v1t1es vhichi have severe impact on the

national economy etc. Under chr sftuatlon, eon51dermg the intention of the legislature,
even if the proceedings were initiated and 'p’Ursued in good faith with a few technical
lacunae with the limited resources and manpower of the authorities who is simultaneously
handling different cases under different enactments, the authorities are sometimes
compelled to take necessary action to initiate proceedings at the earliest possible time
with the available information. Further, considering the involvement of the Beneficial
Owner and related entities in the anti national activity of tax evasion and money
laundering by huge production and marketing of tobacco products without paying the
taxes which has far reaching impact on the national economy and their continuous

involvement since many years as evident from records, in such activities it is necessary

that the fruits of such activities are taken away at the earliest possible time.

5.15.  On the other hand, during the adjudication process the beneficial owner was very
specifically asked whether he or his ancestors had filed their wealth tax return at any point
of tlmg@whe‘r:em..’ﬁhe possession and ownership of the high value diamonds are shown.
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Further, they were asked to furnish some evidences which throws light on their
possession, storage, safe custody, security, transport, arrangements for cutting and
polishing etc. But in spite of granting time till final hearing no such evidence prior to the
IDS was produced to show the existence of the said valuables before making the
declaration/disclosure under the IDS. Here what is pertinent to note is that the said
valuables were declared or appeared on any document for the first time when it was
declared under the IDS. It was specifically asked why he chose to declare the said asset
under IDS at a higher tax rate when he was in a position to declare the same in the wealth
tax on inheritance at mere 1% tax. However no reply was forthcoming. It shows that the
asset declared under IDS-2016 was part of a larger conspiracy to bring into books the
bogus entry of Rough Diamonds, which he thought would not be questionable; and based
on it, a much bigger chunk of black money could be brought into books just by paying
20% capital gain tax thereon. The purpose of introducing the IDS by the government was
to bring the undisclosed income and wealth to the tax regime. There was no intention of

the parhament to facilitate the fake dealaratlon and money launderlng in the guise of

processing persons and the paying capacity of the purported buyers were also
requisitioned to be clarified during the hearing. But he (advocate) was unable to furnish
any satisfactory reply to the questions and in spite of granting time till 23/06/2023 no
explanation was filed. Thus it is sufficient to conclude that the transactions are not
genuine, and are entered into merely to convert the black money into white. It is a fact
that the Pan Masala attracts indirect taxes at very high rates. This is the real reason for

generation of large-scale black money in the business.

5.17. Hence all the legal averments raised by the defendants stand settled and now we
need to examine the merits of the case in detail. Based on action of the Commercial Tax
Department, UP, the Investigation Unit (IT) 7(3), Delhi carried out search and seizure
operation u/s 1 /2 oii the Income-tax Act, 1961 on 15.01.2020 on various premises of

Kamla PasandG’ oup\and lt was emerged that the Group had introduced huge amount in
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its individual member’s hands in different Assessment Years in the garb of bogus sale of
diamonds through one Yogendra Raj Singhvi who is an entry provider and a small
diamond trader based at Mumbai and Surat. During search and seizure operation, Shri
Yogendra Raj Singhvi had admitted that he rendered his services of providing bogus
entries of sale of diamonds to the group only as a conduit against receiving 0.18%
commission in routing unaccounted cash of the Group through various dummy entities
controlled by him. Based on the search and seizure action, the present case was referred
to the Assessing Officer, Central Circle-27, Delhi who vide his order dated 30.09.2021
passed u/s 153A of the Income-tax Act, 1961 concluded that the declaration made by the
beneficial owner under the Income Declaration Scheme, 2016 was not a valid declaration
and consequently made a total addition of Rs. 3,26,51,63,420/- in the case of Shri Anand
Kumar Chaurasia for AYs 2017-18 to AY 2020-21 and of Rs. 3,23,30,50,550/- in the case
of Shri Shashikant Chaurasia for the AYs 2018-19 to AY 2020-21 treating the
consideration received in lieu of the salg of the bogus diamond as unexplained cash credit
u/s 68 of the Income-tax Act, 1,96“1;&. G

5.18. Based upon th A gvé facts,. Iintlatmg Ofﬁcer ‘prima-facie found the

transactions entered i by the aﬂeged enamldars and ben ficial owner as Benami

transactions vide thf' isions of Pl? Act, 1988 Subsequently, ‘after taking approval
u/s 23 of the PBPT Act further enqulrles were conducted by thé IO and on the basis of
. oause notices on 28 02 2022 & 19.05.2022

¢ the Benamldars tindgr sectlon 24(]) and to the Beneficial

enquiries and reasons, the IO issued: sk
within the specified time;
Owner u/s 24(2) of the

show cause 4s t”(”)““ ‘Wﬁy the sakd properties be not treated as

Benami properties and approp ' cu@nwbe».ﬂtaken un the relevant provisions of the

PBPT Act. In response to the show

calisgnotices, repllesﬁ were filed by the defendants

before the 10, who after con51der1ng ‘the replles filed by the Benamidars and the
Beneficial Owner concluded that the beneficial owner, Shri Shashi Kant Chaurasia had
routed his unaccounted monies in the garb of sales of the alleged diamond through
benamidar, Shri Yogendra Raj Singhvi, and entities being managed and controlled by
him. The beneficial owner had declared a rough diamond of 12857.07 carat worth Rs.
49,42,79,680/- (2016 value under IDS 2016). These rough diamonds were allegedly
processed and 2544.13 carat of cut-and-polished diamonds were extracted, which were
sold during the period covered under AY 2017-18 to AY 2021-22 for Rs. 3,58,95,00,731/,
giving Long Term Capital Gain at the rate of 626% (appox.). Further, the IO stated that
none of the parties involved in the transaction of alleged sale of diamonds (i.e. cutting and
polishing as well as sale parties) furnished any cogent documentary evidence that could

reasonably establish that either rough diamonds were processed and that cut-and-polished
diargpﬁdgkg‘@gd.
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5.18.1 Further, the benami transactions as shown by the 10O in the PAO are as under:

/The alleged processed/ cut-and-polished

IDSZ0te diamond were soid by the beneficial
Declaration wint the Beneficial owner enters into a sham owner for accommodation entries from
possession of diamond by the transaction where the alleged diamond the benamidar entities managed and
members of Chaurasiya’s was processed into cut-and-polished ..._.'_'} controlled by the benamidar, Sh
family; Valuation report of Sh diamond in Surat from dubious entities "] YogendraRaj Uttam Raj Singhvi, through
Shrenik R Shah was relied his associates; Cash received through
upon / Angadias from Sh Shashi Kant Chaurasia

Benami Transaction
Commission was received by the entities / The amount credited to the bank account
The amount received by the being managed and controlled by Sh of the berlzamidar en'ti’ties throm'xgh layers
beneficial owner is declared as Yogendra Raj Uttam Singhvi through his <:| of dublous entities which was
LTCG in successive IT returns. associates at the rate of 0.18% of the total subsequently transferred to the bank
value of the sham transaction. aceount ofthe beneficial owners through
\ banking channels
AN P

5.18.2.  The IO has further graphlcally shown the utilization of the above benami

property since its acqulsmon agtinde

The benami property (Consideration received for the alleged sale of cut-and-
polished diamonds) regeived in the bank account of the beneficiary pwner
through the bank account of the benamidar entities being managed and controlied

Ap ;ﬁi cation by the benamidar 5h Yogendra Raj Uttam Raf Singhwi )
of ]
. -
benami property '
2 ™
LTCG declared and tax paid on the benami Y
property received as consideration for the NOTE:
sale ofthe alleged diamaond N 1
b Dwming the forensic
4 analpsis  of the bank
[ ] statements of the beneficial
§il awners it is found that the
v beneficial owners  are
Y diverting  the  benami
The henami property receivad /«“ properties  to  various
as consideration for the sale / p companies and firm in which
afalieged diamand is invested s they are  sharshelders/
in y // pariners.
1. Land / s 2 The investment made
2. Building g f/ in most of the companies/
3, Bullion/Jewelleries ‘)z/ firm are found to be set up
4 Vehicles etc. ) // b around declaration made in
5. Shares and Securities ’ v DS 2016
6. Loan/Advances /
7. Muiual Funds /" N /
8. Parinership Firm

5.18.3 As per Initiating Officer, the beneficial owner has made huge investment in
different assets using the alleged sale consideration which the Beneficial Owner amassed
from the alleged sale of the cut-and-polished diamonds. Further, during the independent
1nvest1gat1®n “oonducted by the IO, he found that the affidavit which was relied upon while
filing 1;et1:act10n by the benamidar, Shri Yogendra Raj Singhvi before the DDIT, Unit 7(3),
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New Delhi was forged. It was also found during the proceedings that the declaration of
the beneficial owner in the IDS 2016 w.r.t. the valuation of diamond was false. Field
verification has further revealed that none of the benamidar entities is operational at the
address as mentioned in the purchase confirmation order. It was also found that the
entities which have allegedly done job work for processing the diamonds have their
turnover attributed to the beneficial owners only and are not functional. In view of above
facts, the IO concluded that the beneficial owner has routed his/ her unaccounted monies
through Shri Yogendra Raj Singhvi and the benamidar entities and the transactions

entered into by them are benami transactions which are covered u/s 2(9)(A) of the PBPT

Act, 1988.

5.19. The Defendants, contradicting the above finding of the Initiating Officer, have
filed reply in the case and the IO has filed his rejoinders to the replies of the Defendants,

which are discussed in Para 3 of this Order.

5.20. Let’s first examme thé. elaim~6f Defendants 'éﬁout"‘ ‘the nature of transactions

between them. The D-

med that therw was no, ﬁnanmal ’transactlon between him and

‘‘‘‘‘

'fthere were no benami

the Beneficial Owner (E [0 have clalmed

property transactlons' betiween them and the Beneﬁmal Owner (D=1 1) as the transactions

were in respect of purc:hase of diamonds by them' from Beneficiak Owner duly recorded in

Books of Account, GST Returns, Bagk: AGCQunts Income Tax Returns Balance Sheet,
etc. The Beneficial Owﬁer has stated that he/she declared rough d1amonds in IDS, after

het got it cut and polished

due verification done by"fh“‘“ Governmefif certified Valuet, fi

and later sold to various p“ on the.other hand, the IO has stated that the Beneficial
Owner rotated his/ her unaccoﬁm_ed funds thirough layering in the garb of consideration of
alleged sale of the diamonds through the Bénamidar entities; and that at no stage of the
proceedings, either the Beneficial Owners or the Benamidars have proved the existence of

the rough or cut-and-polished diamonds.

521. I find that the IO in Order u/s 24(4) has given his extensive findings on the
existence of alleged rough diamonds declared in IDS-2016, conversion to cut-and-
polished diamonds, and sale of cut-and-polished diamonds by eight Chaurasia family
members, who are treated as beneficial owner in separate benami proceedings instituted
against each of them. It is on records that the said Chaurasia family members have
declared huge long term capital gains offered to tax @ 20% on sale of cut-and-polished

diamoqgls, thereby making windfall gains as tabulated below:

o,
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(Amount in Rs.)
Benami | Name of Valuation Sale of cut- LTCG | %age of
Case Chaurasia family of Rough | and-polished generated | Windfall
No. member, treated Diamonds diamonds Gains
as Beneficial declared
Owner in under IDS-
respective 2016
benami case
R-0187 | Shashi Kant 49,42,79,680 | 358,95,00,731 | 309,52,21,051 626%
Chaurasia
R-0188 | Navneet Chaurasia | 48,85,60,150 | 364,91,66,320 | 316,06,06,170 647%
R-0189 | Vijay Anand 39,54,60,620 | 3,77,02,16,884 | 337,47,56,264 853%
Chaurasia
R-0190 | Ms. Vibha Arya 25,04,44,060 | 78,13,66,000 | 53,09,21,940 212%
Chaurasia
R-0191 | Mayank Chaurasia | 39,56,38,036 | 4,17,50,22,240 | 377,93,84,204 955%
R-0192 | Smt. Dipti 7| 154,67,31,400 | 129,46,43,550 | 514%
Chaurasia b Sy
R-0193 | Anand Kumar '} 369,13,83,1707 319,18,47,930 | 639%
Chaurasia S e %
R-0194 | Rajiv Chauraéla 20,02,600] 437, 1583250 3 957%

evidences produced by IO inthi ‘regard are analysed hereunder

(M)

(iD)

The Chaurasia family members, claunto have acquired the rough diamonds in
inheritance. However, Shri Kamlakant Chaurasia (father of Shri Shashi Kant
Chaurasia & Shri Navneet Chaurasia) in his statement recorded on 16.01.2020
during search & seizure operations stated that his father Shri Ram Nath
Chaurasia did not pass on any valuable diamond or jewellery or gem stones to
him, and he did not give any such diamonds to his sons Shashikant Chaurasia

or Navneet Chaurasia.

Shri Shashi Kant Chaurasia, in his statement recorded on 19.01.2020, stated
that he did not have documentary evidence prior to declaration of gold and

diamonds in IDS by him and family members. He further stated that he has

] ev1dence of storage of gold and diamond by him and family members but he

St ﬁtd not want to disclose the details of it due to fear of theft and safety/ security

i of hlS .and his family members. The other Chaurasia family members, in their

;f
AT
s 1Y

%
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statements, have also avoided to give any details, and most of them stated that

it is in knowledge of Shri Shashi Kant Chaurasia.

(iii)  Hence, at one hand, the inheritance of rough diamonds is denied by the father
himself; on the other hand, the son has also not provided any positive evidence
to prove the existence of such rough diamonds, or the converted cut-and-
polished diamonds. This inconsistency in their statements itself is glaring
enough to suspect that there is something fishy in the claimed inheritance of
rough diamonds. In addition, the IO has pointed out some other inconsistencies
in their statements. When summons were issued by IO to the Charasia family
members to confront them with the discrepancies in their statement and to

provide an explanation, they didn’t comply to such summons.

(iv)  After declaration of rough diamonds under IDS-2016, the Chaurasia family
members claim to have converted the. same into cut-and-polished diamonds

through job work by some Surat based partles The IO has brought on record

that the income prof le of” such partles don’t, Justlfy that they are well known in

his father used to «get W@rk done by thlrd pames Further field verification by
Inspector posted by IO+ revealed that thewﬁnanmal condition of the family of
Late Shri Naveen Bhai Kahar was not good, hence it is difficult to fathom as to
why someone would handover rough diamonds worth crores to an entity which

doesn’t have any means to process the diamonds.

(v)  The purported cut-and-polished diamonds are then sold to various entities
(benamidar), which are found to be paper entities having no operations. The
Inspectors posted with the office of 1O have visited the address of benamidar
entities, who reported that none of the purchasers were found to do any active
business at the address as disclosed in the purchase confirmation order

submitted by the beneficial owner.

(VJ)’ 'Ehhe benamldar entities are controlled by Shri Yogendra Raj Singhvi (D-1),
& /"A

“ who 1.’s also made a benamidar. While Shri Yogendra Raj Singhvi, in his

| __jgumeSSIOns during present proceedings, has denied his role in any benami
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transactions, the following evidences prove that all the benamidar entities are

controlled by a common person, i.e. Mr. Yogendra Raj Singhvi, who used

these entities to make bogus purchases of cut-and-polished diamonds from

Chaurasia family members:

negotiated by these's

The purchase confirmation orders issued by various benamidar entities are
exact replicas of each other when it comes to font, font size, spacing, the
way the content of the purchase confirmation has been organized, the gaps
in between the alphabets of PAN etc. It is strange that although the
benamidar entities are allegedly different entities being managed by a
different set of people, the way the purchase confirmations of allegedly

different entities match, cannot be a mere coincidence.

The rates charged by some of the benamidar entities to various Chaurasia

family members are ldentlcal Whlch deﬁes logic that the rates would have

1es 1ndependent of gach other.

ers' sold cut-and-pohshed diamonds to

benamldar entities at 51gn1ﬁc ntl igher rates than the diamonds shown to

have puﬁchased by these entities from other parties:: The difference in rates
is so glarmg that as agamst the purchase rate from other parties being in

the range of Rs. 30000 700»00 per carat (whlch is, a realistic rate), the

purchases rate from Chauras1a farnlly members iSinrange of Rs. 9 lakhs to

abin mest of the-eases, whlA hif$ tinimaginable.

Shri Yogendra* f‘aj Smghw ¢in hls statement recorded on 27.01.2020

,,,,,

during search and selzuré operations, has categorically admitted that the 9
entities (D-2 to D-10) did not have genuine transactions of diamond
purchase from Shashi Kant Chaurasia and family members. When asked to
explain, he stated that all these transactions were in nature of “entry” for
sale without actual purchase of diamonds. He stated that in lieu of money
received from Shashi Kant Chaurasia & family members, he had issued
bogus bills from his entities for diamond purchase and paid money in their
bank accounts against such bills. He admitted that this work was done on
commission basis for commission @0.18%. Further, he has explained
modus operandi of the bogus sale transactions stating that, “All these

transactions are of bogus purchase of diamonds. None of our entities has

___ever purchased any diamond from Shashikant Chaurasia and any member

, '7”\ " f his family, and the sale entry is given to him on commission basis. First,

wg get the money in cash though angadiyas, which is used by us in cash

L
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purchase of diamonds. Later, the diamonds are sold to various parties, and
on the basis of the instructions of Shashikant Chaurasia, the money is
transferred to the account of his or his family members. [as translated
Jfrom Hindi to English]” This statement of D-1 depicts that he controls
such entities, to route bogus transactions through such entities on

commission basis.

o The IO has further discussed the Retraction Affidavit of Shri Yogendra Raj
Singhvi (D-1), as notarized on 04.02.2020 by Shri Vinod Kumar Dixit,
Notary Public. The IO issued summon u/s 19 of PBPT Act dated
18.04.2022 to D-1 to appear in person and also to produce the original
retraction affidavit claimed to have been attested and notarized by Shri
Vinod Kumar Dixit and also to record his statement on oath w.r.t. his role
in impugned benami transactions. In response, the D-1 objected to the
proceedings instead 'o‘f“"proving ihe '“g‘enuineness of his claimed retraction

evaded re<‘:ord1n g of hlS statement on oath u/s; 19 of the Act. The IO further

Verlfy the authf:ritl” i‘*‘jof alleged. retraction affidavit by

5 from the notary pubhc Shri Vinod Kumar
1y i the name of D- 1 as on 04.02.2020 was

found m the prescribed, reglster maintained by hlm The statement of Shri

Dixit, and found that no én

Vinod Kumar D1x1t was also recorded on oath on 30.04.2022, wherein he
stated that"'” he SIgnature on the afﬁdawt was not hls Further, the signature

the 51gnature shown in his Advocate ID card and

Certificate of Practlce were.found to bg: dlfferent Hence, the IO concluded
that the said afﬁdav1t was. forged. In my opinion, the IO has taken
reasonable steps to enquire about the genuineness of alleged retraction
affidavit, and the evidences on record do not prove it to be genuine. In
such case, the admission made by D-1 in his statement recorded on
27.01.2020 would prevail, wherein it is admitted that the alleged
transactions of diamond purchase by his entities -from Shashi Kant

Chaurasia and family members, were merely entry in lieu of commission.

e The statement recorded of Shri Yogendra Raj Singhvi seems further
corroborated with the statement recorded on 03.03.2020 of Shri
Nemichand Kawadia, Director in D-6 & D-9 entities. In the said statement,

~_ he stated that the transactions with Shri Shashikant Chaurasia and his
»’"“-u;famlly members were non-genuine transactions, whereby diamond sale

“entry is given to them in lieu of cash, for which commission has been

_';:4'-.-'.' A §/
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> The r%ughwdiamd'fi‘ﬂéi ecl

charged, and further that the complete details of such transactions is known
to Shri Yogendra Raj Singhvi. Further, he confirmed cash receipts through
angadiyas, which was being confirmed with Shashi Kant Chaurasia, and at
his instructions, the invoices were raised in his and his family member’s
name; and thereafter, as and when the money received in bank, it was paid
to Shashi Kant Chaurasia& family members. Later, Shri Kawadia filed
retraction letter on 15.02.2021, i.e. after almost one year from the date on
which his statement was recorded on oath, which is considered to be an

afterthought.

The IO has reproduced some Whatsapp chat in his order, which reveals
that Shri Yogendra Raj Singhvi controls various entities (benamidar)
created in name of his employees and associates, which are used by him

for layering and routing of funds for various parties.

In my opinion; the a oresald e*yiéi-eﬁt:‘eéh brought on records by the IO

proves that?

ared ] yChaura51a amlly members in IDS-

2011

sty

> The "}raﬁsactions of tHe conversion of rough

diamonds to cut-and-

polished diamonds and their subsequent sale to benamidar entities at
windfal ghins, are bogtis in.matre; and

ra, Raj SHighvithas been actively ¢ontrolling the affairs of

such benamidat.entities.

5.23. The next question arises a$“to-what cotld be the possible intention of the

Chaurasia family members in making declaration of Rough Diamonds under IDS-2016,

and whether the enquiries conducted in relation to the rough diamonds declared under it

are tenable. The same is discussed below:

The IDS-2016 scheme provided an opportunity to citizens who had not paid
full taxes in the past to come forward and declare the undisclosed income and
pay tax, surcharge and penalty totaling in all to 45% of such undisclosed

income declared.

Indeed, the Chaurasia family members would have paid 45% on the value of

__rough diamonds declared, but the real intention seems not limited to enjoying

f"'__‘:‘_f%ﬁéj:remaining 55% of such declared value of rough diamonds. Their larger

NN

Tntétit{ion seems to be to use such declared rough diamonds as conduit to bring

much’ bigger chunk of undisclosed income into books by showing its

Y
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(iii)

(iv)

conversion to cut-and-polished diamonds and thereafter by generating bogus
long term capital gains on sale of such cut-and-polished diamonds. If their
intention would have been sacrosanct, they would have declared the whole
undisclosed income under IDS — 2016, instead of resorting to the dubious
transactions thereafter based on such declaration made. The ostensible purpose
seems to save tax outgo, as the undisclosed income brought into books in form
of long-term capital would attract tax @20% only, as against @45% if
declared under IDS-2016. The tax evasion in such conspiracy is estimated to

be as much as Rs. 500 crores [i.e. 2000 crores * (45% - 25%)] approx.

combined for all Chaurasia family members.

The source of generation of such large-scale black money in hands of
Chaurasia family members is not beyond sight. They are engaged in

manufacture and sale of Kamla Pasand Pan Masala/Gutkha, and also managing

tempting them 6 sell goods'i ut f books leadlng to generatmn of huge black

s

money.

The Benef cial Owner has referre& to the sOverelgn commitments and

assurances glv’ by the Govemment of Ind1a in regard to IDS-2016 to the

{

effect that no en uld ‘be made by the Income-tax Department in respect
: o 1nv_g:stment in moveable or immovable
séclaratioﬁﬂ made in accordance with the
provisions of the Scheme. A close look at the wording of above shows that the
sovereign commitment/ assurance could be considered as to the source of
undisclosed investment (in rough diamonds); whereas in present case, the very
existence of such disclosed rough diamonds is questioned, which has its
ramifications on the subsequent purported conversion to cut-and-polished
diamonds and sale thereof at astronomical prices to generate windfall bogus
long term capital gains. It was their duty to produce evidences to prove that the

rough diamonds really existed, in which case the source thereof would not

have been questionable. However, since the existence of such rough diamonds

Vremams unproved, hence they cannot take shelter of such sovereign guarantee/

" it

assuranceto prove the existence of a non-existent item.
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V) The Assessing Officer, Central Circle-27, Delhi vide his order dated
30.09.2021 w/s 153A of the Income Tax Act, 1961 has already concluded that
the declaration made by the beneficial owner under the Income Declaration
Scheme, 2016 was not a valid declaration and consequently made additions in
the case of Shri Anand Kumar Chaurasia and Shri Shashikant Chaurasia,
treating the consideration received in lieu of the sale of the bogus diamonds as
unexplained cash credit u/s 68 of the Income-Tax Act, 1961. I find the nature
of transactions to be identical in the case of all family members of Chaurasia
family. Without prejudice, once the declaration under IDS-2016 has been held
to be invalid by an order by the Income-tax authorities, such declaration would
no longer exist, and hence this authority under the powers granted under

Section 26(3) of PBPT Act has to proceed on such basis only.

5.24. The Defendants have contended that there is no evidence of deposit of even one
rupee in the bank account L understand that. an essent1a1 element of bogus sale

transactions is that on pap '"‘-'saLe bills are raised and payment is received through

banking mode against such bills howe,yer ‘thete is 1o actual delivery of goods, and cash

2

payment to the seller.
in his bank account,

but routed through 6ther aécommodation éntr‘y prov1ders SO as|tor ‘e‘sc'ape from the eyes of

regulatory authorities." The D-1 has alrea ‘ explamed the modus operandi of receipt of

""“hmh was used in cash

cash from Chaura51a fa.ml y members through angadiyas,

purchase of diamonds; an Iater, the diationds” ate sold to varlous parties to get bank

balance which was 1n-turn'pa A

'_haums‘;avfa_ggilym b@rs

5.25. The Defendants D-2 to D-10 have quesfi'gnéd that when the IO is alleging any
transaction as ‘Sham’, how can that transaction be treated as part of the benami
transaction, as the benami transaction is actual genuine transaction which result into
creation of some property. They have further stated that only issue which the benami law
deals is the question that whether consideration for some property held or transferred in
name of any person has been paid by some other person and the owner of this property is
only a name lender (benamidar). These contentions of said defendants are not valid. In
this case, the benami transaction is not the Bogus Sale per se of cut-and-polished
diamonds, but the Cash paid by D-11 against such bogus sales. Such cash is then
converted to Bank balance by D-1 to D-10, and hence they become the owner of such

_'-#c@n&qt‘ted benami property (i.e. the bank balance), though they are only name lenders and

not da—facto owners of such property.

&J
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5.26. The Beneficial Owner (D-11) has stated in his without prejudice submissions that
the only inference that can be drawn from the allegations of the IO is that he has handed
over cash for cheques of like amount, which is a simple exchange transaction, and does
not fall within the definition of a benami transaction. This cannot be accepted, due to the
provisions of Section 6 of PBPT Act as already discussed above, whereby the transaction

of re-transfer of the property shall be deemed to be null and void for the purpose.

5.27. In present case, the total bogus sales during the period AY 2017-18 to 2021-22 is
stated to be Rs.3,58,95,00,731/-, against which equivalent amount (subject to payment of
commission) would have paid in cash and payments received in banking mode, hence this
is considered as the total value of benami property to be provisionally attached. Further,
since the bank balances would have re-transferred to D-11 and utilized in acquiring
various properties, then such properties in converted form are liable for attachment. The
10 has so far identified benami properties available for attachment at Rs.1,20,26,35,164/-,
and accordingly to him, the balancé shortfall 6t Rs. 2,38,68,65,567/- is yet to be identified
and provisionally attached "’Subs’ééiﬁentlﬂsf ‘The"D=11 ha§‘ “c‘)‘Bj‘ected that there cannot be any

scenario wherein only traces of /éertam préperty could have been identified, more so when

the subject benami property is clain be dep051ts in the ‘bank account of the

defendant. I, howevér;do not find any fault it bove approach; of:the IO, since it may not
be feasible to make one-to-one co-relatioh: between the rece1pt m ‘bank account of D-11

and the acquisition of spec1ﬁc properti€s agams*t such receiptsi

5.28.1. Itis apparent f%@fﬁ:at;ov\e, disétission thats

(i) The sale of cut-and-pohshed dlamonds by D 11 is bogus, who has paid
cash to D-2 to D-10 enfities as.controlled by D-1, for getting payment by
banking mode against such bogus sales.

(i) The transaction of cash payment made by D-11 is the “Benami
Transaction”, within the meaning of Section 2(9)(A) of the PBPT Act.

(ii) The bank balances of D-2 to D-10 entities (as converted from the cash
received from D-11), is the “benami property”, within the meaning of
Section 2(8) of PBPT Act.

(iv) D-1 to D-10 are “benamidar” within the meaning of Section 2(10) of
PBPT Act, and D-11 is the “beneficial owner” within the meaning of
Section 2(12) of PBPT Act.

5.29. Thus it is ample clear that the money held by the beneficial owners were routed to

<" theZbenamidars through the accommodation entry provider Shri Yogendra Raj Uttamraj

§ -'Sinfgﬁ%f___,and the benamidars_have transferred the said amounts to the Beneficial Owner

T o g
o
—y
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through banking channels under the pretext of sale of diamonds, in violation of section 6
of the PBPT Act. The Beneficial Owner injected the laundered black money into the
mainstream under the guise of capital gains which in turn were invested in properties.
Thus, it is clear that the conditions as laid down in Section 2(9)(A) of the PBPT Act’
1988 are clearly satisﬁéd. For the sake of brevity, what constitutes Benami property and

Benami transaction in the present case are specified below:

Remarks
The funds arrived in the accounts of the Benamidar
companies and entities.

Particulars
Benami Property

The said funds were then transferred to the BOs in
violation of section 6 and further invested in properties,
which are the converted form of benami properties.
Transaction of transferring the funds into the accounts of
the BDs through accommodation entry providers.

Benami Transaction

Benamidar The Companies and entities as per the impugned order
Beneficial Owner As alleged in the.orders-u/s  24(4)
Abetter e)efendant No 18 facﬂltated accommodation entries

/| an ﬁmd trafiéfer

Tamann. Com ]53/263 T axman 105 for de(ndmo whether a pa cular transaction is a

Benami transaction are also satisfied:

Remarks ‘
'?The cotisideration has come from the beneficial
owners 4
he Benami; pr@perty simplicitor viz. Money
eed to BPs were with BDs, but for the
ture-benefit of the BOs.
Motive is routing of unaccounted money into

The Source Y
purchase money has com .
The nature and possession -0f'ithe
property after the purchase

Motive, if any, for giving the

transaction a benami color

the regular books of account and tax evasion

The position of the parties and the
relationship, if any, between the
claimant and the alleged benamidar

The benamidar companies were merely
providing accommodation entries for routing
the unaccounted money of the BOs back to the
BOs under the guise of sale of diamond.

The custody of title deeds after the
sale

The custody of the money lies with the
beneficial owner after violation of section 6.

The conduct of the parties
concerned in dealing with the
property after the sale

The benami property viz money has been
utilised by the beneficial owner for purchasing
properties for their own use.

530 Now, before parting with the order it is necessary to examine the entire episode

from another angle also. The Section 53 of the PBPT Act says:

= [53. Penalty for benami transaction.--(1) Where any person enters into
”""\\aobenamz transaction in order to defeat the provisions of any law or to avoid
payment of statutory dues or to avoid payment to creditors, the beneficial
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owner, benamidar and any other person who abets or induces any person to
enter info the benami transaction, shall be guilty of the offence
of benami transaction.

(2) Whoever is found guilty of the offence of benami transaction referred to in
sub-section (1) shall be punishable with rigorous imprisonment for a term
which shall not be less than one year, but which may extend to seven years and
shall also be liable to fine which may extend to twenty-five per cent. of the fair
market value of the property.]

In the instant case, we are handling eight identical cases and each one is having a
person from the Chaurasia family as a beneficial owner and managing the benami
transaction through the D-1. It must be noted that the benami transactions running into
crores of rupees under sham dealings were being managed by each member in the group
as a common syndicate towards the furtherance of the common objective of laundering
the money raised through tax evasion. Each one of them has helped each other and
abetted in the transaction of one another and contributed to the crime in each case.
Therefore, the beneficial owner. m ‘each case, the Defendant -1 in each case and the

partners/Directors of the beflamldar ﬁrms are-also hable to be proceeded against under

section 53 of the PBPT Act for abatement also in add1t1on to the offence of being

beneficial owners and’benamid

6. Decision:

I, Surabhi Sharrnaw m view of. the ﬁndmgs above and; 1n exerc1se of the powers
conferred on me by Vlr’cue of Sectlon Frend wit fSecuon 26 of'the PBPT Act, 1988 (as
amended), hereby confirm k‘he ; mv1510nal Attachment Order u/s 24(4) of the PBPT Act
dated 28.05.2022 of the Initiat g Qfﬁ@gr thereby holditig the properties specified above

to be Benami Properties with the Benamidars and Beneficial Owner as declared by the
Initiating Officer, and further direct that the said properties shall not be transferred or

otherwise dealt with, in any manner, except with the prior permission of the undersigned.

6.1  This is an appealable order and any party hereto if aggrieved by this order may
appeal to the Appellate Tribunal, 4th Floor, Lok Nayak Bhavan, Khan Market, New
Delhi-110 003, within 45 days of the date of receipt this Order.

7% ~—SF3NED ON THIS 28" DAY OF JUNE, 2023.

/‘ oV
S
,--,"“, & (SURABHI SHARMA)

ADJUDICATING AUTHORITY,
PBPTA, NEW DELHI
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Copy to:
1. The Initiating Officer/Deputy Commissioner of Income Tax (DCIT), (BPU-1
New Delhi), Room No. 225, 2™ Floor, C-Block, SPM Civic Centre, New
Delhi-110002.

2. Shri Yogendra Raj Uttamraj Singhvi, Address: 103 Devsagar Building,
Dalagiya Street, Mahidharpura, Surat, Gujarat-395003

3.  Bhairav Gems Pvt. Ltd., Address: B/246, 2nd Floor, Diamond Village-B, H.
No. 6/1913, 1952 To 1954, Jadakhadi Dalgiya Sehri Mahindharpure, Surat,
Gujarat-395003.

4. Garima Exports, Address: MB-11, 2nd Floor, Floxchambers, MP Marg, Opera
House, Mumbai-400004.

5. Gurudev Corporation, Address: B/246, g Floor, Diamond Village-B,
Dalgiya Sehri Mahindharpure, Surat, Gujarat.

6.  Yogi Diam, Address: 12, Shakti Chambers, Raghunathpura, Main Road Surat,
Gujarat-395003.

7. Khushboo Diamonds . Pvt Ltd Address: 6/1946-B, Off-103,1* Floor,
Dalagiya Street, Mal;ildharpura, Surat, Gujarat-395003

8. Manmohan Exportsﬁ Pvtﬂf_m Lid: Address 216,» World Diamond Center,

Hathfahya, M 1dharpur»a' Surat "Gujarat-395003 "““_ ;
9, /
10.
5
12. ddress“ 575 Flrst Floor Double Storey Flats,
NeWRadeer Nagar Nev“v Delbi.].10060.
: A =5 / ,\/’5
Dy O%ﬁw
g (SURABHI SHARMA)
{ ( -)/% ADJUDICATING AUTHORITY,

PBPTA, NEW DELHI

Ao



