“Avanthi",

90, Scuth End Road,
BANGALORE -4

7th November 1971,

The new Executive Committee, under the leadership of
Mr. Ganapaiah, has started kicking up @ row in regard to
the formation of the Educational Trust (4 years ago) in
order to conserve the surplus funds of the Party from
being frittered away on Party elections (which would defi-
nitely mean the closing down of the Office of the State
Party). I enclose herewith for your kind information
Gopies of the correspondence exchdanged between me and the
new Treasurer of the State Unit. The Trustees felt that,
as the well wisher of the Trust and the person who gave us
valuable advice to enable us to bring the Trust into
existence, they should keep you informed;and seek foar
advice if the new Executive of the Partgigggextreme measures
in order to get hold of the funds invested by the Trust.

With kind regards,

You qincertly, e

)/A L

(V.T. SREENIVASAN)

P.8. Mr, Masani has Heen these
pepers when he was in

Bangalore a week ago, . § '
SV S,

Copdnded
g;. R}C. Cooper, /
o M/s P.C. H i 2
Chartered mccoizigﬁti B Pf f'& /h-vr 2 Mﬂf; It

Jehangir wadia Building,
51, M.G. Road, &4
Y EOEtL,
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| V.L. Narasimrha
c of the letter dated 1-10-71 from Mr. .
Mggithy; Treasurer of the Mysore State‘Swatantra Party,
to Mr. V.T. Sreenivasan. '

* k& * * *

May I request you to furnish the following information
and particulars to enable me to place a correct picture of
the Statement of the Party accounts before the State Executive
at its next meetings

(1) The actual amount deposited in Trust with the
Bancalore Educational Trust. The date on which
they were deposited and the resolutions if any,
which authorised the deposits of such amounts.

(2) Please let me know the F.D, Nos of those deposits
and the respective interest earned by each of the
deposits.

(3) Please also let me know whether the last investment
made, that is during 1971, whether it was authorised
by the State Executive or the Finénce Sub-Committee.
Whether a meeting w@s held and whether the decision
was unanimous. If there is a diffenting note please
state the same.

I m8y bring to your notice that adwittedly the funds
held in Trust belong to the Party and presumably when uhe
Trust was created, the present Tructeee.were a2ppointed because
they happened to be then Office bearers of the Party. Now
thet there is a change in the Office Bearers of the Party, may
I euggest to you and to other Trustees that it is desirable
that the Board of Trustees should correctly represent the
present Officetggarers dand has to be reconstituted to enable
the Party to exgise proper supervision and control over its
own funds. Since this step is a very urgen: matter may I
suggest that you place this before your Boadd of Trustees and
tike a decision at an early date. "
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Copy of the letter dated 25th Oct. 71 from the fecretary,
Bagéalore Educational Trustm to Sri V.L. Naragimha
Moorthy, Treasurer, Swatantra Party Mycore State.

* k k Kk &

The contents of your letter of lst October '71 asking
for particulars of investment of Party funds etc were
considered at & meeting of the Board of Trustees of the
Bangalore Fducational Trust held on Sunday the 24th
October '71. For the information of the Trustees, I
had prepared a detailed confidential note answering
the points raised in your letter. The following resol-
ution was passed by the Board :-

"The letter of Sri V.L. Narasimhamoorthy dated

1-10-71 was read and recorded. The Secretary

is authorised to send to Sri Narasimha Moorthy

@ copy of the Note which was circulated by him

to the Trustees as it covers all the points

raised by Sri Narasinha Moorthy in his letter".

Accordingly, I enclose a copy of that note and request

c
you tc:la’bncwledge receipt of the same.
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CONPIDENTIAL

THE BANGALORE EDUCATIONAL

NOTE PREPARED BY THE SECRITaRY OF THE BANGU. ™o Pipy nrug o

TRUST FOR THE IHFORHATIOH 2F THE TR
24-10-"71 .
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1. This special meetlng has been called to consider the issues
raised in the letter of lst October '71 received fron Mr.
V.L. Narasiwha Moorthy, Treasurer of the State Unit of the
Swatantra Party - copies of which have already been circu-
lated to the Trustees. Before putting down my own views
on the points raised by him, I wish to give the following
background. of the manner in which the funds of the Party
were invested from time to time.

2. Until the National Convention was invited to hold its session

in Bangalore in 1964, due to the initiative and imagination

" of the late Mr. V.P. Menon, the Party had no funds for being
invested. Soon after that session was over, we were able to
invest as much as Rs.60,000/- with the Krishnarajendra Mills
put the interest rate was only 7%%. The interest was also
being received only once in six months. This was not conve-
nient from our point of view. In 1966, &t the sugge=ti~a
of Dr. I.S. Patel, Rs.50,000/- were invested with M/s. i
Deepchand Kishenlal in the personal names of M/s. K.H. Sri-
nivasan, B.V. Narayana Reddy &and V.T. Sreenivasan at 15%,
interest being paid monthly. This was 2 convenience from

the point of wview of the maintenance expenses of the Party
Office.

3, It will be noticed that the amounts available for investment
got redquced from Rs.60,000/- to Rs.50,00/- between 1964 and
1966 as Rs.lQ.COC/— were spent on miscellaneous Party activities
There was a further drop of Rs.5,000/- which amount was taken
out of the invested funds and handed over to a weak candidate
who was set up to contest the Shahapur by-election in 1967.
He fared miserably and lost his deposit also., It was then
that the late Mr. Jinaraja Hegde conceived the idea of investing
the surplus funds in a Trust so that they would not be frittered
away in connection with Elections., He wanted the Executive
Committee to pass @ resolution ae follows :=- "It WR iS resolved
to invest the surplus funds of the Party in the Trust with the
object (1) of meeting the meintenance expenditure of the Party
Office without difficulty in future and (2) of avoiding the

liability to pay Incometax on the income accruing from the

funds invested in the Trust". This rerolution was passed
without =

: any discussion at one of the meetings of the Executive
Committee held in the year 1967,

Mr. K.H, Srinivasan noved it =
dnd I seconded it.

It was only after this fact wae comrunicsted |
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ve Trustees. He aia

. de that nominated the existing i
i - o continuing ill health,

not wish to be one of the Trustees a8, due t
he would not be able to attend any of the meetings.

4. In the meantime when Dr. R.C., Cooper paid a visit to Béengalore
on 21-5-1967, he warmly commended the idea of forming an
Educational Trust "with the professed object of disseminating
literature on'matters of financial and economic int:rest through
the medium of a fortnightly journal®. “In thies way, he observed,
“the monthly expenditure on Office maintenance etc will get
debited to the funds of the Trust and will not come within the
‘mischief of the Incometax Act". Dr. Cooper also took the trouble
of drafting the Trust Deed and the final draft had his approval.
The Deed on 'stamped paper was executed on 8-5-1968. However,
the Incometax Pepartment refused to grant exenption as & case
was pending iéﬁ??sore High Cou?t vhere the point at issue was
whether exemption could be granted if one of the objects was the
running of a news paper. ©On 12-2-70, the High Court gave an
unfayvourable judgment. This necessitated our executing a
supplemreéntary Deed to remove the offending cé&&se from the
Original Deed. This was done on 10-10-1370. The Trustdesfcannot
be too grateful to Mr. N. Jayaraman, Advocdate, for his £aw
valuable help and advice in executing the Trust Deeds.

S. I now come to the questions asked by Mr. V.L. Narasirha Moorthy

in his letter. The answers are as follows :

(1) Onm 11-12-68, Rs.25,000/- were invested w.th M/s Deepchand
Kishenlal at 15%.

(2) on 7-1-69, Re.20,000/- were invested with M/s K.L. Poddar
& Sons at 15%,

(3) On 30-4-71, Re.25,000/- were invested with M/s Mysore
Transport and Machinery Co at 15%.

There are only pronotes and no Fixed Deposit Numbers. The invest-

Wente were made only after the then Finance Sub-Committees éapproved
of the same by circulation.

When the last investment was made on 30-4-71, five out of gix

membere of the Finance Sub-Committee gave their approval. The sixth

Member, Mr. V.L. Narasimha Moorthy, made a sucgestion that the matter

might be discussed at a meeting of the Finance Sub-Committee.
However as five members (out of Six) had given their consent, I did
not call for a meeting to discuss the question,

6.
It ie in the last para of his letter that Mr. Narasinha Moorthy

has raised certain fundamental i{ssuesd which need careful eaasi-

01013
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When Mr. Hegde nominated the existing five M

¢ coneideration.
4 Narasim-

i Prustees, one of the reasons could be (as stated by Mr.

= hamoorthy) that three of them were Office-Bearers of the Party

1 at the time. Another coneideration that may have weighed with

: Mr. Hegde is the fact that all the three of them were not only
founder Members of the Party but also enjoyed, in their personal

. capacity, a certain amount of standing in public life and soclety.

by If the argument is conceded that the Board of Trustees should

always reflect the existing set-up of the Office-Bearers (which

can change once in two years) when Party elections are held, the

very object with which the Trust wa2s created may be defeated.

This is not to say that the Office Bearers should go without

any representation. The President of the State Unit himself is

now on the Board of Trustees. The argument that those whe happen

to be the General Secretary and Treasurer of the Party from time

to time must 2lso be on the Board and if that is nmot so, there

. cannot be proper cupervision and control over the invested funds
appears to me vomewhat farfetched. If @ time comes when the Board
does not contain even a single Office Bearer of the Party, the
Trustees can surely be relied upon to make it possible for an Office-
Bearer to get into the Board., After all, the present Tr -tens
are aleo dedicuted members of the Party and their concern for the
safety and proper utilisation of the invested funds cannot be
less than that of the Office Bearers who can come and go every
two years. The contention that“ﬁgever happens to be the “ecretary
of the Party should automatically Eind a place on the Board of
Trustees is nowhere evident in the terms of thLe original Trust Deed.
The same remark applies to whoever may happen to be the Treasurer

i Of the Party from time to time. Further, there ies no vacancy at
present on the Bosrd of Trustees to accommodate one or more present
Office Bearers of the Party. As & matter of fact one of the primary
purposes of creating the Trust was to avoid the payment of Income-tax
on the interest income received from the investments. Any Trust
created to serve objects of a political nature is not entitled to
claim the exemption under the Income-tax Act, That was why a refe-
rence to the Party was deliberately Qmmitted in the Trust Deed. Thini
is my own personal view with my intimate knowledge of the facts that

brought this Trust into .ex'istenCE. »
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"Avanthi",

90, South End Road,
BANCGHLORE -4

7¢th November 1971.

V.T. SREENIVASAN

My Dear Dr. Coope€r,

You may rememﬁer my informing you of the very dirty
trick that was played on me by the State President by
omitting my name fron the list of 13 new Members of the
General Council (although I have been on that Council
during tbe last 12 years). To add insult to injury, the
new We Executive, at™its very first meeting held on 19-9-71,
has cast unwarranted aspereions on me and my feldow Office-
Bearers F/s K.H. Srinivasan and B.V, Narayana Reddy at the
instance of Mr. Ganapaiah who told them a£ untruth to the
effect that, by not getting the Party accounts audited, we
had shirked an obligatory duty laid on us by the Constitution
and thus given room for all kinds of suspicions about the
use of Party funds. I enclose an extract from the Committee
proceedings and a copy of my reply to Mr. Ganapaiah counter-
signed by M/s X.H. Srinivasan end B.V. Narayana Reddy. I
have no doubt these new postures of Mr. Ganapaieh and his
new friends will shock you. Copies have already been Fenﬁ
to Mr. Masani for his informetion.

With kind regards,
JYours s_ncerely,
\

‘ _4ﬁ/{§rhwaﬂvvbrﬂ;¢2¢hh_.
(V.T. SREENIVASAN)

To: /%:S‘- V. /&%;

Dr R.C. Cooper,

C/o M/s P.C. Hanscotia & Co. (fﬁﬁfihﬂadﬁ«ﬁ
Prrt

Chertered accountants,
Jehangir wadia Building,

gé;tf’-T.G. Road, /QL/ 9‘0%274 e A %ﬂé{
e
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‘M-nin upmm to the members that the Party account: l;:v:mt
' :’“ n been audited for the last 12 years. The members fe g
J-} s a very unfortunate state of affairs and regretted
i"r:::r funds were treated with scant respect and that too

from wopl.e who were well versed with the financial procedure.

The feelings of the members were mixed. Firstly t.}mydfittthBt
extremely unhappy and shocked to be told by the Presi ehg al;G
: the-Party accounts were not audited so far, Secondly ;1 yma
O _ were at @ loss to understand how the Party funds were dive

[ at whims and fancies of ipdividuals.

At chis stage Dr. T.L. Lingaiah expressed his utter meignatio:. J i
5%, &t the way the finences of the Party were handled and how the ey
Rt s Accounts were not audited at all. He requested the Chair to

e b A : v oo ]
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charqs of the finances without

retary to kindly take over the

R el i e D -

The Present Treas=urer Sri V.L.

i strong opinion that the Party

; to time, which dccording to him,

He also felt that many of the i

manner and the Executive wa
finances of the Party.»

was most irregular and unwarranted,
nvestments

done in 2 hush hush
& kept totally

in dark as to the
" S gl W
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Narasimha Moorthy was of the I
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Dear Mr. Ganapaiah, )

Mesers. K.H. Srinivasan and B.V. Narayana nsddylhava :haug.mo
the copies of the Proceedings of the neeting of the Fxecut :a s
cﬁwnittae of the Party held on 19-9-71 and signed by Mr. 6.1. .
Joint Secretary. I ¢o not kaow why I have not been similar : b
honoured by & copy being sent to me also - seeing that I hel
post of the General Secretary for 12 yeare (ever since the Party

was founded). As these proceedings have been duplicated only after

1
: the Draft had been approved by you as the President of the Party, 1

I am addressing this letter to you. 5

2. On page 2 of the Proceedings certain remarks are stated to
have been made by you as well as other members (the names of only
Mesers. T.L. Lingaiah and V.L. Narasimhamoorthy have been quoted)
which constitute an insult to me, to Mr. B.V. Narayand Reddy (the
previous Treasurer) and Mr. K.H. Srinivasan who wae the senior
vice-President of the Party until the Party elections of 1969. I
shall explain how utterly unwarranted aspersions have been cast
on us by members (including yourself) who are obviously grqﬁgly
ignorant of the provisions in the Party Constitution. You are

stated to have remarked that the Party Accounts have never been
audited for the last 12 years. At once there was a hue and cry

from the other members as if, as a direct conseguence of this, Party
funds had been misused during the last 12 years. AL Have you taken the
trouble to read the relevant Article in the Constitution? I shall
quote it for your benefit: Article 5(c) says "Every Unit shall vaintain

R

_ @ppropriate accounts of the receipts and expenditure which shall be

available for audit in such wanner and at =uch times as may be
prescribed by the National Executive”, Is it the contention of
yourself and your colleagues in the Committee, who are stated to have
felt “shocked and unheppy“, that during these 12 years the National
Executive wanted the accougts to be audited and that the then Office-
Bearers foiled to carry out the directive of the National Executive?
Or can it be your contention that the previous Office-Bearers should
have begged the National Executive to order an audit of the Mysore
Party accounts by invoking Article S(c) of the Constitution when no
One cast any suspicion on the financial adwinistration of éhe Party?
Are you also ignorant of the‘fact that the dccounts of a Political
Party are not like those of a Co-operative Sociéty the accounts of
which have to be compulsorily audited once a year under the Act?

Are you also ignordnt of the fact that the Article in our Constitution
was deliberately worded in that manner in order that the sources of
income to an opposition political party from sympa@thisers who wished
£2 remain anonymous may not become Public property and thus make ‘them

torgets of attack by the Ruling Party? This is not to say that

= 1
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i .-'hhhiidtnﬁaal audit by a merber of the Party should npot be unc
iifr? taken at any time if a need was felt g£or the same., However, thore

who constituted the Execative Committee until the 1971 Party
- - a confidential audit was even

‘Elections did not consider that such
calléd for as they had no reason to suspect that there was any
"hanky-panky® in the €inancial-administration of the Party. In
the circumstances, remarks such as “the Party funds were treated
with scant respect, and that too from people who were well versed
with the Einancial procedure”, “"they were at a 19ss to ungerstand
how the Party funds were diverted at whims and fancies of indi-
viduals® are not only in ® very bad taste but absolutely unwarranted
by the facts on record. If the present Committee feels so suspilcous
aboat the financial management of the previous Committee, they are
welcome to go into the entries in the Cash book and other records
which have been handed over/ERe present General Secretary. It
may also interest you to know that, when I wrote to the Centre as
well as to two Or three State Unite asking whether they had got
their accounts audited, I got only negative replies.

3. The Treasurer, Mr. V.L. Narasimhamoorthy is stated to have
expressed "his strong opinion that the Party funds have been diverted
from time to time, which according to him, was most irregular and
unwarranted, He also felt that many of the investments were Jone in

a hush hush ménner and the Executive was kept totally in dark as
o the Findnces Or the raruy—-.

It is most surprieing that you, having been in the Finance Sub-—
Committee all along and knowing that every inveatment wae made only
after the approval of the Members of the Sub-Committee, permitted
Mr. Narasimhamoorty to go an record with such utterly irreesponsible
and untrue allegetions. You were aware of the fact that the
Educational Trust was duly constitutéd by the State Executive in
order to safeguard the surplus funds of the Party from being frittered

N away on Party Elections and to provide a permanent source of income
to maintain the Party Office. You are also one of the Tructees and
was thus in a position to correct the wrong impression sought to be
created by Mr. Narasimhamoorthy by his unwarranted remarks. Why did
you not do so? You also know that the Finance-Sub-Committee had
full pPowers in regard to investing the Party funde. In view of this,
where is any sense in stating that “the Executive was kept totally in

the dark"? If quertions had been asked 2t an Executive Committee
meeting, the answers would have been given.

4. I : :
t ir extremely easy for wembere attending a meeting to

cast as
3 persions on those who are not présent to defend themwselves,
Ut such conduct has to be condemrned as dis

~honourable.,
great pity that, o S

even though you were aware of the facts and knew

g
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party to their going on record, Elementary courtery would have
demanded that the incoming Executive should have passed & resol-

'ntion of appreciation of the services rendered to the Party by

the outgoing Executive. Instead of doing this, all that you

 have dope is to cast unwarranted aspersions on the previous

Office-Bearers. Thir is something of which the present Executive

should be heartily ashamed.

§. Mr. B.V. Narayana Reddy feels very strongly that, after
this exhibition of pure malice on the part of the present Executive
Committee towards the previous Office-Bearers it if no longer
consistent with his self respect to continue as a member of the
State Party. I have also come to the same conclusion. If and
when an Executive Committee with a proper sense of values and a
true sense of proportion comes into existence in this ftate, it
will be tiﬁa for us to rejoin the Party 2= we have no grievance
againa't the Party in the principles_and Policies of which we have

£irm faith.

~ Both Messrs. K.H. Srinivasan and B.V. Narayana Reddy have
countersigned this letter in token of their approvel of the views
expressed by me. -

I request-an ACKNOWLIEAQENNT Wi wise aw oo

e L L

to place it before the next meeting of your Committee.

Yours sincerely,
S " S9EE F A
I hereby concur with the above views.( i i i
If the unwarranted remarks in the
Proceedings of the Conmittee are not
expunged, I will be reluctantly
constrained to resign from the Partyl

(8d) (B.v. Narayana Reddy) «

L
I agree with the views expressed both %

by Mr. Reddy and by mr. V.T.Ereenivasan

i ' .___'_______‘_A..

gri N.K, Ganapaiah,
resident, Swatantra rar
Harley Estate, s
Saklespur Post,

Hagean District,




