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No. 1

Case stated by the Board of Review for the opinion of the Supreme
Court

CASE STATED For the opinion of the Honourable the 
Supreme Court under the provisions of Section 74 of the 
Income Tax Ordinance Chapter 88 upon the Application 
of Emil Savundranayagam ............................... Appellant.

The facts are as follows : 

1. The appellant-assessee floated in October 1949 a private 
10 Company called the Transworld Enterprises Ltd. with an issued 

capital of Rs. 100 giving himself and his wife 6/10ths of the 
share capital and Cyril Gardiner 4/10ths of the share capital.

2. Sometime in 1949 the appellant-assessee met one Renfro who 
told him of the possibility of doing business in the importation of 
oil to China.

3. In May 1950 the appellant-assessee floated the Company 
called the Eastern Traders Ltd., with a share capital of Rs. 1,000 
of which the T. W. E. Ltd. controlled 93 per cent, of the shares. 
The balance 7 per cent, of the shares was held by Sir Chittampalam 

20 Gardiner, who was the Chairman of the Board, Mr. Emil Savun 
dranayagam (the appellant-assessee), Mr. S. Sellamuttu, 
Mr. R. P. Senanayake, Mr. K. Mahendra, Mr. Cyril Gardiner 
and Mrs. Emil Savundranayagam (appellant-assessee's wife).

4. About August 1950 Renfro as the representative of a 
Chinese Company called the Hwa Shih Co., came over to Colombo, 
met the appellant-assessee and arranged for the supply of lubri 
cants to be sent to China.

5. As a result of the negotiations and exchange of letters marked 
Al to A3, a letter of credit (marked A100) dated 6th November 

30 1950 was opened at the Eastern Bank for 1,230,000 dollars in 
favour of the partnership named the Eastern Enterprises Co. (of 
which the only two partners were the T. W. E. Ltd. and the Eastern 
Traders Ltd.)

6. The partnership called the Eastern Enterprises Co. was 
registered on the 8th November 1950 (Vide A4) the Company 
having commenced business as from 27th October 1950. The 
Eastern Enterprises Co. applied to the Exchange Controller for

No. 1
Case stated by 
the Board of 
Eeview for the 
opinion of the 
Supreme Court. 
28.8.53.
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 contd.

an outgoing credit for 900,000 dollars and on the application being 
refused, the letter of credit was cancelled; and subsequently 
arrangements were made by the Hwa Shih Co. to open a letter of 
credit with the Union Bank of Switzerland at Zurich for the sum 
of 1,230,000 dollars in favour of the Eastern Enterprises Co. along 
with specifications of lubricants.

7. In order to finance this enterprise the appellant-assessees 
arranged with Chittampalam A. Gardiner Ltd. to borrow a sum 
of Rs. 20,000 for a period of six months on the condition that if 
the enterprise was successful a sum of Rs. 200,000 was to be paid 
as commission to them, and this amount of Rs. 200,000 was 
subsequently paid.

8. On the 28th November 1950 the appellant-assessee left for 
Europe to negotiate the oil deal with a comprehensive power of 
Attorney to act on behalf of the Eastern Enterprises Co. and 
contacted the Union Bank of Switzerland at Zurich. The appellant- 
assessee as Attorney of the Eastern Enterprises Co. contacted one 
Pierre Duval, one of the directors of the Societe Mediterranneene 
de Products Petroliers Marseilles in London and arrangements were 
made for that Company supply the required lubricants.

9. The S.M.P.P. Company, as arranged, handed over to the 
appellant as attorneys of Eastern Enterprises Co. the necessary 
documents A38 to A44 which documents were required by the Bank 
before they could pay out the amount of 1,230,000 dollars to the 
Eastern Enterprises Co. These documents were subsequently found 
to be forgeries.

10. The appellant-assessee as attorney of the Eastern Enter 
prises Co. presented the documents to the Bank which took four 
days to consider the documents; and on the 17th January 1951 the 
Bank made the total payment of 1,230,000 dollars to the appellant 
as the attorney of the Eastern Enterprises Co.

11. Out of this sum of 1,230,000 dollars the appellant-assessee 
as the attorney of the Eastern Enterprises Co. paid Duval 
825,552.50 dollars. Further the appellant-assessee as attorney of 
the Eastern Enterprises Co. drew out the sum of 235,000 dollars in 
cash at the Bank's counter and paid it to himself in his personal 
capacity as commission earned by him for his part in this 
transaction. The appellant-assessee also as attorney transferred a 
sum of 169,447.50 dollars (equivalent to Rs. 804,875) by telegraphic 
transfer to the credit of the T. W. E. Ltd. at the Bank of Ceylon, 
Colombo. This was followed up by a cable by the appellant-assessee 
to Cyril Gardiner as to how the money sent by telegraphic transfer 
to T. W. E. Ltd. was to be distributed.

10

20

30



12. At the time the appellant-assessee received payment from the 
Bank of the said amounts totalling 1,230,000 dollars, the appellant 
believed bona fide that the Bank was making payment on genuine 
documents and he was not aware of the fraud which had been 
perpetrated by Duval in connection with the documents presented 
to the Bank till about the end of March 1951 or beginning of April.

13. The appellant-assessee returned to Colombo by plane on 22nd 
January 1951 and carried with him the sum of approximately 
235,000 dollars which he drew from the Union Bank of Switzerland 

10 in U. S. currency notes. He declared the amount to the Customs 
authorities who kept it in bond. The appellant-assessee was paid 
its equivalent in Ceylon currency by the Controller of Exchange 
(i.e.) about Es. 1,108,934. He dealt with this money as his personal 
assets and did not credit this amount to T. W. E. Ltd. or the other 
partner Eastern Traders Ltd.

14. Immediately after appellant-assessee's return to Ceylon, the 
partnership which was created only for the purpose of this enter 
prise was dissolved and steps were taken by the appellant-assessee 
on the 7th of February 1951 to wind up the T. W. E. Ltd. and the 

20 Eastern Traders Ltd'.

15. At a meeting of the Trans World Enterprises Ltd. held on 
22nd January 1951 dividends were declared at the rate of Rs. 30,000 
per share of Rs. 10, viz. Rs. 180,000 to the appellant-assessee and 
his wife. Rs. 120,000 to Cyril Gardiner. On the same day the 
payment of Rs. 222,000 to Chittampalam A. Gardiner Ltd. was 
also confirmed. In addition a sum of Rs. 5,000 was received by the 
appellant as Director's fees. Further a sum of Rs. 51,420 was paid 
to Ismail as repayment of a loan of Rs. 5,142 given for this venture.

16. From 23rd January 1951, to end of March 1951, a series of 
cables was exchanged between the appellant-assessee and Cyril 
Gardiner on the one side and Renfro on the other. These cables 
indicated a certain amount of anxiety on the part of both parties 
as to the safe arrival of the cargo in China.

17. When the ship " Saga " on which the cargo was alleged to 
have been shipped failed to arrive in Canton on 6th March as 
indicated by the appellant-assessee in his cable, the Hwa Shih Co. 
began to get worried about the non arrival of the ship purporting 
to carry the oil and made enquiries from the Swedish East Asia Co. 
the alleged owners of the fictitious ship. That Company informed 

40 the Hwa Shih Co. that they owned so such ship. This information 
was conveyed by the Hwa Shih Co. to Cyril Gardiner. Further

30
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case stated b telegrams passed between the appellant and Renfro, and on 6th 
thaesVoaard of y April 1951 the appellant sent a cable (R85) to S.M.P.P. to the 
opinion of'the" effect that allegation were made that the ship did not sail on 12th 
supreme Court. January and asking for clarification. This is the first time the 
 fonfd appellant appears to have become aware that no such ship sailed

and that some fraud had been perpetrated by Duval as the
representative of the S.M.P.P.

18. The Union Bank of Switzerland and the Hwa Shih Co. cast 
the responsibility on the Eastern Enterprises Co. for the repayment 
of the money but the appellant-assessee as attorney of the Co., 10 
denied liability to the Bank or to the Hwa Shih Co. and cast the 
responsibility on the Union Bank of Switzerland.

19. Subsequently after a series of correspondence, the Eastern 
Enterprises Co. without prejudice to their rights, informed the 
Hwa Shih Co. that they would be prepared to compromise at a 
lower figure after the claim made by the Income Tax Department 
was settled.

20. The Eastern Enterprises Co. had been dissolved earlier but 
no intimation of the dissolution of this partnership was given 
either to the Bank of Switzerland or the Hwa Shih Co. 20

21. The appellant-assessee was assessed for the year of assess 
ment 1950-51 as an additional assessment in a sum of Rs. 1,870,000 
on the basis that the two sums of Rs. 804,875 sent by Telegraphic 
Transfer and Rs. 1,108,934 brought by appellant-assessee on his 
person were really his money.

22. The appellant-assessee appealed against this assessment to 
the Commissioner of Income Tax on the ground that this was money 
had and received by the appellant for the use of the Hwa Shih Co. 
and/or the Union Bank of Switzerland and that therefore it was 
not his income and that in any event the money was the money 30 
belonging to the partnership or that of the limited liability 
companies which formed the partnership.

23. The Commissioner heard the appeal and gave his judgment 
holding that the contract has not been proved and that the legal 
title to the money was in the appellant-assessee. He reduced the 
assessment from Rs. 1,870,000 to Rs. 1,621,343 and dismissed the 
appeal of the appellant-assessee. The Determinations and Reasons 
of the Commissoner are attached hereto as part of the case marked 
XI.



24. The appellant-assessee thereupon appealed to the Board of 
Review constituted under the Income Tax Ordinance on the follow- 
ing grounds.° °

(a) that the said finding and the determination is contrary to 
law and the weight of the evidence adduced at the hear- 
ing of the appeal ;

(b) that the finding that the assessee-appellant has not dis 
closed all material facts is wrong and justified.

(c) it has been established by the oral and the documentary 
10 evidence adduced at the hearing of the appeal that :  

(i) the entire sum of Rs. 804,875 and Rs. 1,108,934 were 
part of the price of 1,230,000 dollars paid by the 
Hwa Shih Co. per the Union Bank of Switzer 
land, Zurich, upon, a Letter of Credit opened 
by the Hwa Shih Co. in favour of the Eastern 
Enterprises Company;

(ii) that the said price was paid as aforesaid in terms 
of a contract entered into by the Trans- World 
Enterprises Ltd. with the Hwa Shih Co.

20 for the supply of 45,000 drums of lubricants of
various specifications, the terms of which con 
tract have been established by the documents Al , 
A2 and A3 and the other documents adduced at 
the hearing of the appeal.

(iii) In any event, the sum of 1,230,000 dollars of which 
the aforesaid sum of Rs. 804,875 and 
Rs. 1,108,934 form a part, was paid by the Union 
Bank of Switzerland, Zurich, on behalf of the 
Hwa Shih Co. on the basis of and under the 

30 belief :  
(a) that the terms of the Letter of Credit had 

been complied with, and /or
(&) that the documents tendered to the Bank by 

the appellant were genuine, and /or

(c) tha't the goods had been put on1 board the
s. s. " Saga ".

(iv) the documents tendered to the Bank were forgeries. 
(v) that the goods were not put on board the s.s. 

" Saga " and that no ship by the name of s.s.
40 " Saga " sailed from the port mentioned in the

Bill of Lading tendered to the Bank;

(vi) That the said goods were not shipped or otherwise 
delivered to the Hwa Shih Co.

Q°se1stated b theSf Boaara of y 
Eeview fo.r ,^e
opinion of the

Court-
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(d) the facts proved by the assessee-appellant show:  
(i) that the aforesaid sums on which the assessee- 

appellant has been assessed were at all relevant 
times money had and received for the use of the 
Hwa Shih Co. and/or the Union Bank of 
Switzerland, Zurich, and/or

(ii) that the said sums at no time belonged to the appel 
lant, and/or

(iii) that the said sum is not income, and/or 
(iv) that the said sum is not in any event the income of 10 

the appellant.
(e) the learned Commissioner is unjustified in rejecting the 

evidence of the appellant corroborated as it is by the 
documentary and other oral evidence adduced at the 
hearing;

(/) that the Commissioner has not given due consideration or 
weight to the evidence of Mr. C. Loganathan, Manager 
of the Foreign Department of the Bank of Ceylon;

(g) the Commissioner was wrong in not taking into consider- 20 
ation the documents produced by the appellant on the 
alleged ground that they were not duly proved; the docu 
ments were produced without any objection by the Asses 
sor and were admitted in evidence by the Commis 
sioner; in any event the documents were relevant and 
admissible and were duly admitted in evidence;

(h) (i) the documents adduced by the appellant and the asses 
sor amply corroborated the evidence of the appellant 
regarding the circumstances in which and the purposes 
for which the aforesaid sums came into the hands of 
the appellant; 30
(ii) the evidence adduced proves that a sum of 235,000 

dollars was brought by the assessee-appellant for 
the purpose of paying it over to Mr. Pierre Duval 
and Mr. Tembros as deposed by the assessee- 
appellant and the finding of the Commissioner 
that the said sum was brought by the assessee- 
appellant not for that purpose but as his own 
money is wrong and unjustified;

(;') in any event, the sums of Rs. 200,000 and Es. 51,420 paid
to Sir Chittampalam Gardiner and Mr. M. M. Ismail 40 
should have been allowed as deductions.

25. At the hearing of the appeal before the Board of Review the 
Counsel for the appellant-assessee with the consent of the Board 
produced the following documents A99, AlOO, A101, A102 and
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R20A, R21A, R22A, R23A, R24A, R25A, R26A, R27A, R28A, NO. i
R29A, R30A, R31A, R32A, R35A, R36A. R37A, R38A, R39A, the" Board of y
R40A, R42A, R46A, R47A, R51A, R52A, R58A, R59A, R62A. Beview for tho

' ' ' ' ' ' ' ' opinion of tho

The Counsel for the appellant-assessee contended inter alia as os.as 6 C°url '
follows :      contd.

(a) that the terms of the contract were established by the 
documents;

(b) that the documents handed over to the Bank were 
forgeries;

(c) that the goods were not put on board the s.s. " Saga ";
(d) that no ship by the name s.s. " Saga " sailed from 

the port;
(e) that the goods were not shipped according to the terms of 

the agreement or otherwise delivered to the Hwa Shih 
Co.;

(/) that the whole amount of money was money had and received 
by the appellant-assessee for the use of the Hwa Shih 
Co. and/or the Union Bank of Switzerland and that 
therefore it was not his income.

20 26. The Assessor produced in evidence the following 
documents: marked R90, R91, R92, R93, R94, R95, R96, R97 
and contended as follows:

(a) that the appellant-assessee had not established the contract 
between the Eastern Enterprises Co. and the Hwa Shih 
Co.;

(b) that the onus of proving that the assessment was excessive 
was on the appellant-assessee:

(c) that section 52 (2) applied to this case and that the forma 
tion of the Companies and the partnership was 
fictitious.30

40

27. The Board of Review varied the assessment of the Commis 
sioner from Rs. 1,621,343 to Rs. 1,323,888. The copy of the decision 
of the Board of Review is attached hereto as part of the case marked 
X2.

28. Dissatisfied with the decision of the Board of Review the 
appellant-assessee by his letter dated 4th June, 1953, marked X3 
has applied to the Board of Review to have a case stated for the 
opinion of the Honourable the Supreme Court on the questions of 
law arising in this case and this case is stated accordingly.

29. The questions of law arising in this appeal are:  

1. Whether there is any evidence to support the finding of the 
Board that the appellant as attorney of the Eastern
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NO- i Enterprises Co. paid to himself 235,000 dollars in his
Case stated by r , ., r .. juu'-Cl'the Board o£ personal capacity as commission earned by him ±or his 
K1nkm of the Part *n ^e transaction or tnat anv commission was 
Supreme0 Court. payable or paid by the Eastern Enterprises Co. to the

appellant.

(2) Whether even if the said sum of 235,000 dollars was paid 
to the appellant as aforesaid was the said sum profit of 
a casual or non recurring nature and therefore not income 
within the meaning of Section 6 of the Income Tax 
Ordinance. 10

(3) Whether title in or to the sum of 235,000 dollars and/or to 
the sum of 169,000 dollars passed to the appellant.

(4) Whether title in or to the said sum was at all material 
times in the Hwa Shih Co. or in the Union Bank of 
Switzerland and not in the appellant.

(5) (a) Whether the said sums were in law money had and 
received by the Eastern Enterprises Co. and/or the 
appellant as its attorney for the use of the Hwa Shih Co. 
and/or the Union Bank.
(6) Whether there is any evidence for the findings of the 20 

Board that the Eastern Enterprises Co. had done 
all it was required to do under the contract when 
it tendered documents which in fact were not 
genuine or whether there is any justification in 
law for such finding,

(6) Whether the said sums were at all material times refund 
able by the Eastern Enterprises Co. and/or the appel 
lant as its attorney to the Hwa Shih Co. and/or to the 
Union Bank.

(7) Was there a total failure of consideration for the sum of 30 
1,230,000 dollars paid to the Eastern Enterprises Co. or 
to the appellant as its attorney.

(8) Whether in the circumstances of the case the sum of 235,000 
dollar's is liable to tax as income of the appellant for the 
year of assessment 1950/51.

(9) (a) Whether in the circumstances of this case 235,000 dol 
lars was income of the Eastern Enterprises Co. and not 
of the appellant.
(6) was there any transaction or disposition within the

meaning of Section 52 (2); 40
(c) was the Board justified in holding that the appel 

lant was liable to tax on the said sum under or 
by virtue of the provisions of Section 52 (2) of 
the Income Tax Ordinance.
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10. Whether the sum of 235,000 dollars was at any time the pro 
fits or income of the appellant or the Eastern Enterprises Co., or 
whether the liability to refund the same to the Eastern Enterprises 
Co. and/or to the Hwa Shih Co. and/or to the Bank is only a con 
tingent liability.

11. Whether even if the sum of 235,000 dollars was paid as com 
mission to the appellant was the said sum the appellant's income for 
the reason that such payment was made if at all by and on behalf of 
the Eastern Enterprises Co. under the mistake of fact that the docu- 

10 ments tendered to the Union Bank were genuine and/or the oil 
was duly shipped.

12. (a) Whether the appellant as director of the partner com 
panies or as agent of the partnership held the monies entrusted to 
him including the 235,000 dollars as trustee or agent of the com 
pany and whether in the circumstances the appellant can be treated 
as an independent third party into whose hands the money cannot 
be followed.

(6) And whether in the circumstances the said sum of 235,000 
dollars is income of the appellant.

20 (13) Whether there is any evidence to support the finding that 
the appellant had the authority of the Eastern Enter 
prises Co. to dispose of the monies as he pleased or to 
pay himself a commission.

(14) Whether in the circumstances of this case the money re 
ceived is in any event a capital receipt and therefore not 
income.

30. Copies of the documents produced in the appeal marked Al- 
A102, R1-R97, R20A-R32A, R35A-R40A, R42A, R46A, R47A, 
R51A, R52A, R58A, R59A, R62A and documents X1-X3 are 

30 annexed as part of this case. The evidence given at the hearing 
before the Commissioner by the appellant-assessee and his witness 
C. Loganathan as well as the evidence given before us by the appel 
lant-assessee are marked Y and Z. These documents also form part 
of this case.

31. The amount of tax in dispute in this appeal is Rs. 1,190,143.
Colombo, August 28, 1953.
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GRATIAEN J. 
This appeal (No. 323) comes up by way of a case stated for the 

opinion of the Supreme Court under Section 74 of the Income Tax 
Ordinance.

The assessee was a director of two private companies called Trans- 
world Enterprises Ltd. (the "T. W. E. Company"), and the Eastern 
Traders Ltd. (the "E. T. Company"). Between August 1950 and 
October 1950, he entered into negotiations in Colombo with a repre 
sentative of the Hwa Shih Company (the "Chinese Company") for 
the supply of a large quantity of oil to be shipped direct to them at 30 
Tsingtao. Eventually, on 23rd October, 1950, he accepted on behalf 
of T. W. E. Company an order to supply 45,000 drums of oil (at 
various specifications) for 1,230,000 dollars c.i.f., stipulating that 
the purchase price should be assured in advance by a letter of credit 
opened in Ceylon, India or Switzerland "in favour of our subsidiary 
firm, Messrs. Eastern Enterprises Company". On the same day the
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representative of the Chinese Company "confirmed" the contract, 
and on 29th November, 1950, the Chinese Company arranged for a 
reputable Bank in Switzerland to open an irrevocable letter of credit 
A27 in favour of the Eastern Enterprises Company whereby the 
Bank under took to pay the purchase price against bills drawn by 
the Eastern Enterprises Company " accompanied by the following 
documents: (1) commercial invoice in duplicate, (2) full set clean on 
board bills of lading, (3) Lloyd's survey certificate, (4) analyst's 
certificate of quality, (5) Insurance policy ".

10 Something must now be stated with regard to the Eastern Enter 
prises Company. The assessee had apparently arranged that, if a 
contract could be negotiated for the sale of lubricants to the Chinese 
Company, the business should be undertaken by a partnership called 
the Eastern Enterprises Company consisting of the T. W. E. 
Company and the E. T. Company. This partnership in fact came 
into existence on 27th October, 1950, and was registered a few days 
later. The correspondence makes it clear that it was the partnership 
which thereafter undertook the responsibilities of the seller under 
the c.i.f. contract and as such became entitled to receive payment of

20 the purchase price upon the due completion of the sale.

On 28th November, 1950, the assessee, armed with a general power 
of attorney from the partnership, went to Europe in search of some 
one who was in a position to supply the oil required for shipment to 
China. He eventually contacted a rogue named Pierre Duval who 
represented that he was willing and able to ship the entire quantity 
from Marseilles to Tsingtao for 825,552/50 dollars. The arrange 
ment was that Duval, having shipped the oil, should send the relative 
documents to the assessee who would in turn present them to the 
Swiss Bank. Having received payment against these documents, the 

30 assessee would pay Duval his purchase price leaving a considerable 
margin of profit for the partnership.

Early in January, 1951, Duval informed the assessee that the oil 
had in fact been shipped as arranged, and he furnished the assessee 
with the documents in proof of shipment. These documents were 
presented by the assessee to the Bank together with a bill of exchange 
drawn on the Chinese Company. On 17th January, 1951, the Bank 
made full payment to the assessee who in turn settled Duval's account 
for 804,475 dollars. The balance sum (so it was thought) represented 
the gross profits earned by the partnership in this fabulous venture. 

40 Out of this amount, the following sums were received by the assessee 
personally in Ceylon currency :  

(1) Rs. 1,110,264 "as commission earned by him for his part in 
the transaction";

Mo. 2. 
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(2) Rs. 180,000 as dividends paid out to him and his wife (out 
of the "profits" from the same transaction) by the 
T. W. E. Company,"

(3) Rs. 5,000 as Director's fees (also paid out of the same 
"profits").

The assessee's appeal raises the question whether these three pay 
ments represented "income" in his hands so as to attract tax under 
the Ordinance. Before discussing this issue, however, it is necessary 
to return to the facts as found by the Board of Review.

After the payments and distributions previously referred to had 10 
been made, it was discovered that Pier re Duval had committed a very 
serious fraud. No oil had in truth been shipped to China, and every 
document forwarded by him to the assessee in proof of the purported 
shipment was a forgery. In the result, the assessee (on behalf of 
the partnership) had forwarded to the Swiss Bank nothing but 
worthless documents and received in exchange for them the pur 
chase price of a non-existent consignment of oil. The Board was 
satisfied, however, that at that time the assessee " believed bona 
fide that the Bank was making payment on genuine documents and 
became aware of the fraud and forgery for the first time about the 20 
end of March or the beginning of April, 1951 ".

There was evidence before the Board to support these findings of 
fact, and we must therefore accept them as correct for the purpose of 
answering the questions of law submitted for our opinion.

The Board decided that the assessee was liable to pay tax on the 
three payments enumerated by me because (1) in receiving the pur 
chase price from the Bank in terms of the letter of credit A27 upon 
documents bona fide but erroneously believed at that time to be 
genuine, the partnership "had done all that they were required to 
do", (2) the payments made to the assessee by the partnership out 30 
of this sum by way of commission, dividends and Director's fees 
were similarly bona fide received and properly earned by him.

Mr. Perera has submitted that the legal inferences drawn by the 
Board upon the facts as determined by them are insupportable. His 
argument is that the payment of the purchase price was void ab 
initio, and that no property in any part of the assumed "purchase 
price'' ever passed to the partnership or thereafter from the partner 
ship either to the assessee or (in the case of the dividends) to the 
assessee's wife. The learned Attorney-General supported the con 
clusions arrived at by the Board, and argued in the alternative that, 40 
even if money became liable to be refunded by the partnership upon 
the discovery of Duval's fraud, it could not be followed in the hands
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of the assessee or his wife (they having received it innocently and for 
value).

I must dissociate myself at the outset from the remarkably cynical 
theory that the partnership had done "all that it was required to 
do" in order to "earn" the purchase price either under the contract 
of sale or under the letter of credit which guaranteed payment upon 
due compliance with the conditions therein stipulated. The docu 
ments which form the basis of the Board's determination make it 
clear that the partnership had assumed in every respect the obliga- 

10 tions of a seller, and that the purchase price could only be "earned" 
upon presentation of genuine documents relating to a genuine ship 
ment. The passing of property in the goods to the buyers and in the 
purchase price to the seller were intended to take place 
simultaneously.

I agree with Mr. Perera that in the circumstances of this case 
the property in the money did not pass to the partnership. The 
money was paid by the Bank and received by the assessee on behalf 
of his partners under a common mistake about a matter which was 
as fundamental in character as one can conceive of in relation to a

20 c.i.f. contract and a letter of credit undertaking to pay the purchase 
price under a c.i.f. contract. The payment was made under "a 
mistake or misapprehension as to the substance of the whole con 
sideration, going as it were to the root of the matter". Kennedy v. 
Panama, New Zealand and Australian Royal Mail Co. (1867) 2 
QB 580. In these circumstances, "the mind of the grantor did not go 
with the transaction at all; his mind went with another transaction, 
and he was meaning to give effect to that other transaction, depend 
ing upon facts different from those which were the true facts" per 
Lord Shaw in Jones vs. Waring and Gillow (1926) A.C. 670. As

30 Lord Sumner pointed out in the latter case, "the passing of pro 
perty is a question of intention, and just as much so in the case of 
payment of money as in the case of the transfer of a chattel".

The common mistake which the Bank and the assessee (as attorney 
of the partnership) shared at the time of the payment was of a kind 
which, in the opinion expressed by Lord Atkin in Bell vs. Lever 
Brothers Ltd. (1932) A.C. 161, rendered the transaction and the 
payment void ab initio, so that the Bank's consent to the transfer 
of the property in the money was nullified. "The mistake prevented 
there being an intention which the common law regards as essential 

40 to the making of an agreement or the transfer of money or property''. 
Norwich Fire Insurance Ltd. vs. Price (1934) A.C. 455.

Both parties were content to argue the appeal before the Board 
of Review on the assumption that the English law applied. In my 
opinion this assumption was justified by the provisions of Section
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58 (2) of the Sale of Goods Ordinance because the payment was 
intended to be made as consideration under a concluded contract for 
the sale of goods. The effect of common mistake upon the validity 
of the transaction is therefore governed by the rules of the English 
Law. But the controversy seems to be only of academic interest. Even 
under the Roman-Dutch law, the true position was that the common 
mistake fraudulently induced by Duval vitiated the payment. "The 
mere delivery of an article does not transfer its ownership, for this 
takes place only when a sale or some other just cause precedes 
delivery." Digest 41.1.31; Wessells on Contract in S. Africa  10 
vol. 2, para. 3636. See also Voet 18.1.5 and 18.1.6 where a clear 
distinction is drawn between the kinds of "error" which would 
render a contract void and those which render it merely voidable.

I concede that the case for the taxing authority is not necessarily 
concluded by the circumstance that the money received from the 
Bank never passed into the ownership of the partnership. If, for 
instance, it had been diverted into the hands of a third party who 
received it in good faith and for value, the third party could thereby 
(under the English law) claim that the money had now become his 
own property. The rules of Roman-Dutch law are very similar. 20 
Wessells (supra) paras. 3712-3716. The question therefore remains 
whether all or any of the relevant sums subsequently received by 
the assessee from the partnership by way of commission, dividends 
and Director's fees can properly be regarded as having become his 
"income" for taxing purposes, although the money did not belong 
to the partnership itself at any stage.

Let us first consider the sum of Rs. 1,110,264 appropriated by the 
assessee on 17th January, 1951, out of the assumed profits of the 
partnership. The Board held that this amount had been "lawfully 
earned by him as commission'' and received by him at a time when 
he "knew" (ie., I presume, "believed") that the partnership had 
"legal title to the money". I find it impossible to adopt this line 
of reasoning. In my opinion, the determination that the Company 
and assessee acted bona fide rules out the theory that the assessee 
could have been intended to "earn" his commission merely by obtain 
ing payment for forged documents. His mandate was to secure an 
actual fulfilment of the seller's obligations under the contract of 
sale and to obtain the stipulated purchase price in exchange for 
genuine documents securing for the seller title in the goods and 
indemnifying him against risks during shipment. He originally 40 
entertained the belief that he had earned his commission, but the 
truth is that he had not. No doubt he received the money bona fide, 
but not in exchange for anything approximating to the services 
intended to be rendered by him. Accordingly, the ownership in this 
part of the fund never passed to him for the same reason that it had 
previously not passed to the partnership from the Bank.

30
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Similarly with regard to the dividend and the Director's fees. 
Obviously the intention (to which he was himself privy) was to dis 
tribute profits actually earned by the partnership from this parti 
cular venture; but as no such profits were in fact earned, there was 
no effective transfer of money to the assessee.

The documents produced before the Board establish that, after 
the fundamental error was discovered, the assessee (on behalf of 
himself and his principals) undertook to refund to the Chinese 
Company such part of the purchase price as was still within his 

10 control. Whether he fulfils that undertaking or not, the fact 
remains that the money is not (and never was) the property of him 
self or his principals.

In my opinion, it is unnecessary to give a detailed answer to the 
specific questions submitted for our opinion. I would reduce the 
assessment determined by the Board by deleting the sums of 
Es. 1,110,264, Rs. 180,000 and Rs. 5,000 in respect of which the 
assessee was not assessable. He is entitled to the costs of this appeal 
and to a refund of the sum deposited by him under Section 74 (1) 
of the Ordinance.

20 There remains the Commissioner's connected appeal (No. 325). 
The conclusions already arrived at by me leave no room for adopting 
the argument that the assessment should be increased by the addi 
tion of other items representing a further distribution of the 
imagined "profits" of the partnership. Moreover, the learned 
Attorney-General very fairly informed us that he could not support 
that part of the case for the Commissioner, whose appeal must 
therefore be dismissed with costs.

No. 2. 
Judgment of 
the Supreme 
Court 
4.3.55 contd.

30 SANSONI J. 
I agree.

(Sgd.) E. F \T . GRATIAEN.
Puisne Justice.

(Sgd.) M. C. SANSONI,
Puisne Justice.
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NO- 3. No. 3
-Decree of the

Court Decree of the Supreme Court

ELIZABETH THE SECOND, QUEEN OF CEYLON AND OF HER
OTHER EEALMS AND TERRITORIES,

HEAD OF THE COMMONWEALTH

IN THE SUPREME COURT OF THE ISLAND
OF CEYLON

EMIL SAVUNDRANAYAGAM ........................... Appellant.

against 

THE COMMISSIONER of Income Tax ............... Defendant. 10

Case stated for the opinion of the Honourable the Supreme Court 
under the provisions of Section 74 of the Income Tax Ordinance 
(Chapter 88) upon the application of the Appellant abovenamed.

This cause coming on for hearing and determination on the 24th, 
25th and 28th February, and 4th March, 1955, and on this day. 
upon an appeal preferred by the Appellant abovenamed before the 
Hon. Mr. E. F. N. Gratiaen, Q. C., Puisne Justice, and the Hon. 
Mr. M. C. Sansoni, Puisne Justice of this Court, in the presence 
of Counsel for the Assessee Appellant and Respondent,

It is considered and adjudged that the assessment determined 20 
by the Board be and the same is hereby reduced by deleting the sums 
of Rs. 1,110,264; Rs. 180,000 and Rs. 5,000 in respect of which the 
assessee was not assessable. The Assessee is entitled to the costs of 
this appeal and to a refund of the sum deposited by him under 
Section 74 (1) of the Ordinance.

Witness the Honourable Mr. E. F. N. Gratiaen, Q.C., Puisne 
Justice at Colombo, the 18th day of March in the year One thousand 
Nine hundred and Fifty-five, and of our Reign the Fourth.

(Sgd.) W. G. WOUTERSZ
Deputy Registrar, Supreme Court. 30
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No. 4
Application for Conditional Leave to Appeal to the 

Privy Council

IN THE HONOURABLE THE SUPREME COURT OF THE
ISLAND OF CEYLON

for
No. 4.
Application
conditional
leave to appeal
to the Privy
Council
31.3.55

In the Matter of an application for conditional leave to appeal 
to Her Majesty the Queen in Council from the Judgment of this 
Court in S. C, No. 323 (F) of 1953.

CECIL ALEXANDER SPELDEWINDE, Commissioner of 
10 Income Tax ....................................... Respondent-A ppellant.

Supreme Court No. 323 (F) of 1953.

Vs.

EMIL SAVUNDRANAYAGAM ............ Appellant-Respondent.

To: THE HONOURABLE THE CHIEF JUSTICE AND THE OTHER JUDGES 
OF THE SUPREME COURT OF THE ISLAND OF CEYLON.

On this 31st day of March, 1955.

The petition of the Respondent-Appellant abovenamed appearing 
by Behram Kaikhushroo Billimoria and his assistant Abdul Hameed 
Mohamed Sulaiman, his Proctors, states as follows:  

20 1. Upon a case stated for the opinion of the Supreme Court by the 
Income Tax Board of Review at the instance of the Respondent 
abovenamed under Section 74 of the Income Tax Ordinance 
(Cap. 188), the Supreme Court made order thereon on the 4th day of 
March, 1955. The said case stated is numbered S. C. Appeal 
323 (F) and is hereinafter referred to as " the said case ".

2. Being aggrieved by the said order in the said case, the 
Petitioner desires to appeal against the said order to Her Majesty 
the Queen in Council.

3. That the said order is by virtue of the provisions of Section 
30 74 (7) of the Income Tax Ordinance (Cap. 188) a final Judgment in 

a civil action and the matter in dispute on the appeal amounts to 
or is of the value of five thousand rupees and upwards.

4. The Respondent-Appellant on the 15th day of March, 1955,. 
gave the Appellant-Respondent notice of this intended application
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No. 4.
Application for 
conditional 
leave to appeal 
to the Privy 
Council. 
31.3.55. 
 contd.

by personal service and notice of the application has also been 
served on the Appellant-Eespondent by the modes prescribed by 
this Court by its Orders dated March 12th and 15th, 1955, on an 
application under Section 5A of the Appellate Procedure (Privy 
Council) Order 1921.

5. Affidavits in support of the foregoing facts are annexed 
hereto marked A, B and C.

WHEREFORE the Defendant-Appellant prays for conditional 
leave to appeal against the said Judgment of the Court dated the 
4th day of March, 1955, to Her Majesty the Queen in Council. 10

(Sgd.) B. K. BILLIMORIA, 
Proctor for Defendant-Appellant.
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No. 5 
Decree granting Conditional Leave to Appeal to the Privy Council

ELIZABETH THE SECOND, QUEEN OF CEYLON AND OF
HER OTHER REALMS AND TERRITORIES,

HEAD OF THE COMMONWEALTH

IN THE SUPREME COURT OF THE ISLAND 
OF CEYLON

In the matter of an application for Conditional Leave to appeal1 
to Her Majesty the Queen in Council by the Appellant against the 

10 Decree dated 4th March, 1955.

CECIL ALEXANDER SPELDEWINDE, Commissioner of
Income Tax ................................. Respondent-Appellant.

against

EMIL SAVUNDRANAYAGAM of 30, Horton Place,
Colombo ....................................... Appellant-Respondent.

Case stated for the opinion of the Honourable the Supreme Court, 
under the Provisions of Section 74 of the Income Tax Ordinance 
(Chapter 88) upon the application of Emil Savundranayagam.

S. C. No. 323 (F)/1953.

20 This cause coming on for hearing and determination on the 27th 
day of October, 1955, and on this day, upon an appeal preferred 
before the Honourable H. H. Basnayake, Q.C., Acting Chief 
Justice and the Honourable H. W. R. Weerasooriya, Puisne Justice 
of this Court, in the presence of Counsel for the Appellant and 
there being no appearance for the Respondent.

It is considered and adjudged that this application bo and the 
same is hereby allowed. No conditions are imposed.

Witness the Hon. Hema Henry Basnayake, Q.C., Acting Chief
Justice at Colombo, the ninth day of November, in the year One

30 thousand Nine hundred and fifty-five and of Our Reign the Fourth.

No. i.
Decree granting
conditional
leave to appeal
to the Privy
Council.
27.10.55.

(SEAL)

(Sgd.) W. G. WOUTERSZ,
Deputy Registrar, Supreme Court.



No. 6.
Application for 
Final Leave to 
Appeal to the 
Privy Council. 
7.11.55.

20

No. 6

Application for Final Leave to Appeal to the 
Privy Council

IN THE HONOURABLE THE SUPREME COURT OF THE
ISLAND OF CEYLON

CASE STATED For the opinion of the Honourable the 
Supreme Court under the provisions of Section 74 of the 
Income Tax Ordinance (Chapter 88) upon the application 
of Emil Savundranayagam .............................. Appellant.

S. C. No. 323 (F) of 1953 vs.

Respondent.THE COMMISSIONER of Income Tax ..............

and

In the Matter of an Application for final leave to appeal to 
Her Majesty the Queen in Council under the Appeals (Privy 
Council) Ordinance (Cap. 85).

CECIL ALEXANDER SPELDEWINDE, Commissioner
of Income Tax .............................. Respondent-Petitioner.

10

S. C. Application 
No. 190 of 1955 
and 426 of 1955

vs.
20

EMIL SAVUNDRANAYAGAM ........... Appellant Respondent.

To: THE HONOURABLE THE CHIEF JUSTICE AND THE OTHER JUSTICES 
OF THE HONOURABLE THE SUPREME COURT OF THE ISLAND OF CEYLON. 
On this 7th day of November, 1955.

The petition of the Respondent-Petitioner appearing by Behram 
Kaikhushroo Billimoria and his assistant Abdul Hameed Mohamed 
Sulaiman, his Proctors, states as follows:  

1. That the Respondent petitioner on the 27th of October, 1955, 
obtained conditional leave from this Honourable Court to appeal to 
Her Majesty the Queen in Her Privy Council against the judgment 30 
of this Court pronounced on the 4th day of March, 1955.

2. That in view of the provisions of Section 74 (7) (c) of the 
Income Tax Ordinance (Chapter 188) as amended by Section 2 
of Ordinance No. 26 of 1939 the respondent petitioner on appeal to
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Her Majesty the Queen in Council was not required to make any NO. e.
deposit or pay any fee or furnish any security prescribed by or ^P^™ /j*1
under the Appeals (Privy Council) Ordinance (Chapter 85). appeal to the

Privy Council.

3. That no conditions were imposed under Rule 3 (&) of the —contd. 
Rules contained in the Schedule to Appeals (Privy Council) 
Ordinance (Chapter 85).

WHEREFORE the Respondent-Petitioner prays that he be 
granted final leave to appeal against the said judgment of this Court 
dated the 4th day of March, 1955 to Her Majesty the Queen in 

10 Her Privy Council.

(Sgd.) B. K. BILLIMORIA,
Proctor for Respondent-Petitioner.

Settled by
V. Tennekoon.
Crown Counsel.



No. 7.
Decree granting 
Final Leave to 
Appeal to the 
Privy Council. 
16.1.56.
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No. 7 

Decree granting Final Leave to appeal to the Privy Council

ELIZABETH THE SECOND, QUEEN OF CEYLON AND OF HER
OTHER EEALMS AND TERRITORIES, HEAD OF THE

COMMONWEALTH

IN THE SUPEEME COURT OF THE ISLAND 
OF CEYLON

In the Matter of an Application for Final Leave to appeal to 
Her Majesty the Queen in Council by the Appellant against the 
decree dated 4th March, 1955. 10

20

CECIL ALEXANDER SPELDEWINDE, Commissioner of 
Income Tax ................................. Respondent-Appellant.

against

EMIL SAVUNDRANAYAGAM of 30, Horton Place,
Colombo ....................................... A ppellant-Respondent.

Case stated for the opinion of the Honourable the Supreme Court 
under the Provisions of Section 74 of the Income Tax Ordinance 
(Chapter 88) upon the application of Emil Savundranayagam.

S. C. No. 323 (Final)/1953

This cause coming on for hearing and determination on the 16th 
day of January, 1956, before the Hon. H. H. Basnayake, Q.C., 
Chief Justice and the Hon. M. F. S. Pulle, Q.C., Puisne Justice of 
this Court, in the presence of Counsel for the Appellant and there 
being no appearance for the Respondent.

It is considered and adjudged that the applicant's application 
for Final Leave to appeal to Her Majesty the Queen in Council be 
and the same is hereby allowed.

Witness the Hon. Hema Henry Basnayake, Q.C., Chief Justice 
at Colombo, the 19th day of January, in the year One thousand 30 
Nine-hundred and fifty-six and of Our Reign the Fourth.

(Sgd.) W. G. WOUTERSZ, 
Deputy Registrar, Supreme Court.



EXHIBITS

1 Exhibits.
Al.

Letter from Trans-World Enterprises Ltd. to Hwa. Shih Co.,
C/O RenfrO, G. 0. H. Enterprises

< i A ' > 1 Ltd. to Hwa
A L Shih Co., o/o

23rd October, 1950. |e°£°'0 G-°-H-

Hwa. Shih Co., 
Tientsin,

10 C/oMr. H. E. Renfro; 
G.O.H., 
Colombo.
Dear Sirs,

We confirm our conversations of these last few weeks and 
confirm our acceptance of your order for 45,000 drums of lubri 
cants of various specifications to be shipped direct to Tsingtao, 
China, at a c.i.f. price of $1,230,000/00. It is agreed that you will 
open Letters of Credit in our favour with a Bank or Banks 
nominated by us in Ceylon and/or India and/or Switzerland 

20 to cover the cost of this shipment and that this credit will be in 
favour of our subsidiary firm, Messrs. Eastern Enterprises Co.

Yours faithfully, 
TRANS-WORLD ENTERPRISES LTD.

(Sgd.)
Director. 

SCHEDULE OF ITEMS AND PRICES
Quantity Description Price per Drum G.I.F.

Tsingtao, China,
3000 Drums Red Engine Oil No. 750 S/24/10

0 ,. 3000 Drums Red Engine Oil No. 1200 S/24/10
oU 3000 Drums Red Engine Oil No. 2000 S/24/10

3000 Drums Cylinder Oil 26/40
1500 Drums Gear Oil No. 90 29/95
1500 Drums Gear Oil No. 140 29/95
1500 Drums Axle Oil (Winter) 23/00
7500 Drums Motor Oil Viscosity 300 Sec. at 130 degrees F. 25/85
7500 Drums Motor Oil Viscosity 400 Sec. at 130 degrees F. 25/85
7500 Drums Motor Oil Viscosity 550 Sec. at 130 degrees F. 25/35
1500 Drums Cup Grease No. 2 41/25
1500 Drums Cup Grease No. 3 41/25

40 1500 Drums Cup Grease No. 4 41/25
1500 Drums Transformer Oil 33000 V 28/20

True Copy. 
Sgd. Illegible. 

27. 8. 53.
Clerk to the Board of Review, 

Income Tax.



Exhibits.
A 2.
Letter from
H. E. Eenfro
to Trans-
World
Enterprises
Ltd.
23.10.50.

A 2 

Letter from H. E. Renfro to Trans-World Enterprises Ltd.
" A " 2

23rd October, 1950. 
Trans World Enterprises Ltd., 
8, Parsons Road, 
Colombo, CEYLON.

Gentlemen:

With reference to your letter of today, we confirm our contract 
with you as follows:  

1. We shall open a credit for f230,000 in favour of your sub 
sidiary firm, Eastern Enterprises Co. to cover the shipment of 45,000 
drums of lubricants from any port to Tsingtao, China. The items 
required, quantities and prices follow. All charges, profits and 
expenses payable to you are included in these prices.

10

3,000 drums Red Engine Oil No. 750
3,000 drums Red Engine Oil No. 1200
3,000 drums Red Engine Oil No. 2000
3,000 drums Cylinder Oil
1,500 drums Gear Oil No. 90
1,500 drums Gear Oil No. 140
1,500 drums Axle Oil (Winter)
7,500 drums Motor Oil Vise 300 sec. 130 F.
7,500 drums Motor Oil Vise 400 sec 130 F.
7,500 drums Motor Oil Vise 550 sec 130 F.
1,500 drums Cup Grease No. 2
1,500 drums Cup Grease No. 3
1,500 drums Cup Grease No. 4
1.500 drums Transformer Oil 33000 V

24-10 per drum GIF
24-10 per drum GIF
24-10 per drum CIF
26-40
29-95
29-95
23-10
25-85
25-85
25-85
41-25
41-25
41-25
28-20

20

2 (a) The credit will be confirmed, irrevocable, divisible, 
transferable and assignable in favour of your company but it will 
be clearly understood that in any event whether you should utilize 
the transfer ability and assignability of this credit or not, you are 
responsible to us.

(&) It shall be your responsibility to ensure the quality and 
quantity of the merchandise, and you shall be responsible for any 
claims for off-quality and short quantity subject to the provisions 
that provided the Lloyd Surveyor has covered by a satisfac 
tory report the subject of any claim which might be raised at any 
stage, you shall not be responsible.

(c) We suggest that you approach in a very discreet manner 
one of the undernoted organizations whom we have reasons to 
believe will not be averse to helping you obtain supplies for ship 
ment to China.

Societe Mediterranneenne De Produits Petroliers, 
Marseilles Petrole France, Paris 
Association of Independent Oil Cos., Teheran. 
Anglo-Iranian Oil Co., London.

30

40



10

25

(d) You shall have the right to select any of the companies 
mentioned in the above paragraph or any other at your sole 
unquestioned discretion.

Very Truly Yours,
HWA Shih Co. 
Tientsin 
Sgd. by
Accredited Agent and 
Foreign Representative. 

True Copy
Sgd. Illegible 
27.8.53.
Clerk to the Board of Review, 

Income Tax.

Exhibits.
A 2.
Letter from 
H. B. Eenfro 
to Trans-World 
Enterprises 
Ltd. 
23.10.50. 
 contd.

A 3

Letter from Trans-World Enterprises Ltd. to Hwa Shih Co.,
Tientsin

"A" 3

20 Messrs. Hwa Shih Co., 
Tientsin.

A ci.
Letter from 
Trans-World 
Enterprises 
Ltd. to Hwa 
Shih Co., 
Tientsin.

24th October, 1950. 24 -10 - 50 -

Dear Sirs,

With reference to your letter of yesterday, we have pleasure in 
confirming as follows:  

(1) We agree to the terms and conditions stated.
(2) We shall carry out the instructions contained in your 

letter as closely as possible.
(3) It is agreed that if for any reason we cannot induce the 

banks to accept the Credit, the matter ends at that point.
30 We now await the opening of the Letter of Credit and assuring 

you of our co-operation, we are,
Yours faithfully,

TRANS-WORLD ENTERPRISES LTD.
(Sgd.)     . 

Director.

True copy 
Sgd. Illegible.

27.8.53.
Clerk to the Board of Review, 

40 Income Tax.
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Exhibits.
A 6. 
Power of 
Attorney 
granted to 
Emil Savundr 
nayagam by 
Eastern 
Enterprises 
Co. 
27.11.50.

A 6

Power of Attorney granted to Emil Savundranayagam by 
Eastern Enterprises Co.

I, JOSEPH DOMINGO BERTRAM FERNANDO of the City 
of Colombo in the Dominion of Ceylon Notary Public duly admitted 
and sworn practising in the said City

DO hereby Certify and Attest

That the hereunto annexed Power of Attorney was this day 
executed in duplicate in iny presence and in the presence of Isaac 
Daniel Perera Senanayake of 185. Nawala Road, Rajagiriya, and 
Walter Stanley de Silva of 86, Fife Road, Havelock Town, the two 
subscribing witnesses thereto by EASTERN TRADERS LIMITED 
and TRANSWORLD ENTERPRISES LIMITED carrying on 
business in partnership under the name, style and firm of 
EASTERN ENTERPRISES COMPANY the Grantors therein- 
named and described (The Common Seals of the said Eastern 
Traders Limited and Transworld Enterprises Limited being affixed 
thereto in the presence of CYRIL GARDINER and SANGARA- 
PULLY SELLAMUTTU its Directors) and that the Original of 
the said Power of Attorney bears two stamps of ten Rupees.

IN TESTIMONY WHEREOF I have hereunto set my hand and 
affixed my Seal of Office in the City of Colombo aforesaid 
this Twenty-seventh day of November ......... One Thousand nine
hundred and fifty.

(Sgd.) BERTRAM FERNANDO, 
Notary Public,

Colombo. 
True Copy. 

(Sgd.) Illegible
27.8.53,

Clerk of the Board of Review, 
Income Tax.

DE SILVA & MENDIS, 
Notaries, Etc. 
COLOMBO.

THIS POWER OF ATTORNEY created the Twenty-seventh 
day of November One thousand nine hundred and Fifty by the  
EASTERN TRADERS LIMITED and TRANS-WORLD 
ENTERPRISES LIMITED (both Companies Limited in their 
liability and duly incorporated in Ceylon under the Companies 
Ordinance, No. 51 of 1938, and having their registered office at 
No. 8, Parsons Road, Colombo, in the Island of Ceylon) carrying 
on business under the name, style and firm of Eastern Enterprises 
Conipany at No. 8, Parsons Road, Colombo aforesaid.

10

20

30

40
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of

 cnutil.

WHEREAS the said Eastern Traders Limited and Trans-world Exhibits. 
Enterprises Limited (hereinafter called and referred to as " the 
Donors " which term shall mean and include the said Eastern Attorney 
Traders Limited and Transworld Enterprises Limited as the 
principal partners of the firm of Eastern Enterprises Company) nayagam by 
carry on the business of Importers and Exporters of Ceylon and 
foreign produce in Colombo aforesaid under the name, style and 27.11.50. 
firm of Eastern Enterprises Company.

AND WHEREAS the Donors as Partners of the Eastern 
Enterprises Company are desirous of establishing for the Eastern 
Enterprises Company business connections with firms and agents 
outside Ceylon.

AND WHEREAS for the purpose of establishing such trade 
connections the Donors have arranged to send to the United 
Kingdom, Switzerland, and other countries both in England and 
the United States of America Mr. Emil Savundranayagam of 42, 
Glen Aber Place in Colombo in the said Island as their Agent 
abroad.

30

WHEREAS for the purpose aforesaid the Donors are 
20 desirous of appointing the said Emil Savundranayagam, the firm's 

Attorney for all business of the Donors and to act as their agent 
and Attorney and to serve the Donors in such capacity during bis 
stay abroad.

NOW THESE PRESENTS WITNESS that the Donors do 
hereby nominate and appoint the said Emil Savundranayagam 
(hereinafter called and referred to as " the Attorney ") to be their 
true and lawful attorney to act in the conduct and management 
of all the affairs of the Eastern Enterprises Company in the United 
Kingdom, Switzerland, and other countries in Europe and the 
United States of America and to establish trade connections with 
commercial Establishments and business firms abroad carrying on 
business of a like nature in the said United Kingdom and elsewhere 
as aforesaid generally to act for and represent the Eastern Enter 
prises Company and for the purposes aforesaid the Donors do 
hereby confer upon the Attorney the following powers and 
authorities :  

(1) To enter into any contracts for the sale of any Ceylon 
produce and for the purchase of any foreign produce 
subject to such conditions as the Attorney shall deem 
fit.

40 (2) In connection with any such contract to sign, execute, seal 
and deliver any document or documents incidental 
thereto.
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Exhibits.
A 6.
Power of 
Attorney 
granted to 
Bmil Savundra- 
nayagain by 
Eastern Enter 
prises Co. 
27.11.50. 
 roiiltl.

(3) In the name of Eastern Enterprises Company or in the 
name of the Donors or of either or both of them and on 
its behalf to ask, demand, sue for recover and receive 
from every person or body corporate in the United 
Kingdom, Switzerland and elsewhere in Europe and the 
United States of America any sums of money debts, 
dues, goods, wares, merchandise, chattels, effects and 
things of whatsoever nature or description which now 
or which at any time hereafter during the subsistence 
of these presents shall or may become due owing payable 10 
or belonging to the Donors.

(4) To negotiate, conduct and transact any business or 
businesses with any individual or firm in the said 
United Kingdom and elsewhere as aforesaid generally 
to represent the Donors in such negotiations.

(5) To establish any trade or business connections in the 
United Kingdom and elsewhere as aforesaid and gene 
rally to negotiate, enter into and perform or execute any 
business arrangements or contracts in order to develop 
the business of the Eastern Enterprises Company in the 20 
United Kingdom and other countries hereinbefore 
referred to and for that purpose for the Eastern 
Enterprises Company and in its name to settle, sign, seal 
and deliver as its own act and deed all such deeds, 
documents or instruments as the said attorney shall 
deem necessary or expedient and in that behalf to 
receive and give receipts for money and generally to do 
and perform all.' such other adts, deeds, matters and 
things as shall in anywise be deemed necessary or 
expedient to be done on the part of the Donors or in 30 
their behalf in or about the execution of any of the said 
matters.

(6) To open Letters of Credit from and on behalf of the 
Eastern Enterprises Company with any Bank in 
the United Kingdom, Switzerland and other countries 
in Europe or the United States of America.

(7) To sign and deliver any documents or document in the 
name of the Donors or the Eastern Enterprises 
Company and in connection with any such letter 
of credit the Attorney is hereby authorised and 40 
empowered to grant and execute in the name of the 
Donors or the Eastern Enterprises Company any letter 
or document of indemnity whereby the Donors will 
undertake to indemnify the Grantor of such Letter of 
Credit against all loss and damage arising from 
the issue or the negotiation, division, transfer, assign 
ment and other handling of such letters of credit.
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(8)*To mortgage, pledge, hypothecate, endorse or assign any 
such letters of credit, drafts, invoices, or bills of lading.

(9) To sign and/or countersign all drafts, invoices and other 
documents required under the letter of credit including 
bills of lading, certificates of inspection, certificates of 
analyses, insurance policies, and certificates, charter 
parties, and documents of like nature.

(10) To open an account in and to draw on any bank in the 
United Kingdom, Switzerland or other countries in 

]() Europe or United States of America against the Eastern 
Enterprises Company or the Donors.

(11) To operate on such bank accounts and make payments 
as may be required.

(12) To obtain any licences or permits for the import or 
export of any goods or merchandise and any permits 
necessary for the transfer of any moneys from abroad to 
Ceylon and the United States of America and United 
Kingdom and elsewhere as aforesaid as shall be required 
by exchange regulations and for the said purposes to 

20 sign and deliver any document or documents in the 
name of the Eastern Enterprises Company or the 
Donors.

Exhibits.
A 6.
Power of 
Attorney 
granted to 
Emil Savundra- 
nayagam by 
Eastern Enter 
prises Co. 
27.11.51).
——I'Olltll.

GENEBALLY to do, execute and perform all such further and 
other acts, deeds, matters and things whatsoever which the said 
Attorney sjiall or may think necessary or proper to be done 
in about or concerning the said business or affairs as fully 
and effectually to all intents and purposes as the Donor itself might 
or could do if the Donors were personally present and did the same 
in its proper person it being the Donors intent and desire that all 

30 matters and things respecting the same shall be under the 
full management, control and direction of the said Attorney.

AND the Donors do hereby direct that all acts which shall be 
had made or done by the said Attorney and any other 
person or persons before he or they shall have received notice of 
the revocation of the authority contained in these presents shall as 
binding and valid to all intents and purposes as if the same had 
taken place before such revocation any rule of law or equity to the 
contrary notwithstanding.

PEOVIDED always that no person or persons dealing with the
40 said Attorney shall be concerned to see or enquire whether he is or

is not acting in accordance with any limitations or directions herein
contained and in respect of any act or thing committed or done by
the said Attorney in regard to any act deed or instrument the same
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shall as between the Donors and the person or persons deaifeig with 
the said Attorney be valid and binding on the Donors to all intents 
and purposes.

IN WITNESS WHEREOF the said EASTERN TRADERS 
LIMITED and TRANSWORLD ENTERPRISES LIMITED
have caused their Common Seals to be affixed hereunto and to two 
others of the same tenor and date as these presents the said 
Eastern Traders Limited at Colombo this Twenty-seventh day of 
November and the said Transworld Enterprises Limited at Colombo 
this Twenty-seventh day of November One thousand nine hundred 
and fifty.

10

THE COMMON SEAL OF the said EASTERN 
TRADERS LIMITED is hereto affixed in the presence 
of .............................................

(Sgd.) S. SELLAMUTTU, 
Director.

(Sgd.) C. GARDINER, 
Director.

who do hereby attest the sealing thereof........................

SEAL

Witnesses. 20

(Sgd.) L. D. P. SENANAYAKE. 

(Sgd.) W- S. DE SILVA.

THE COMMON SEAL of the said TRANSWORLD^ 
ENTERPRISES LIMITED is hereto affixed in the 
presence of............................................................................

(Sgd.) S. SELLAMUTTU, 
Director.

(Sgd.) C. GARDINER, 
Director,

who do hereby attest the sealing thereof.

SEAL

30
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Witness.
(Sgd.) I. D. P. SENANAYAKEj 

(Sgd.) W; 8. DE SILVA.

TVue copy.

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review, 
Income Tax.

A 7.
A 7 Telegram from

Hongkong to

10 Telegram from Hongkong to Taymak, Colombo Colombo'.
jj5, II.51 ,

ISSUING OFFICE
CABLE AND WIRELESS LIMITED

COLOMBO

25 NOV 1950 

BRANCH

CABLE AND WIRELESS LIMITED. 

486

1551

OT US188 HONGKONG 24 25 1725 D  

20 URGENT TAYMAK, COLOMBO- 

CREDIT OPENED THIS MORNING THROUGH UNION 
ZURICH BY URGENT CABLE STOP PLEASE EXPEDITE 
EVERYTHING YOUR END AND INFORM US DEVELOP 
MENTS

EARLIEST

True copy 
(Sgd.) Illegible.

Clerk to the Board of Review, 
Income Tax.
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Exhibits.

A 8.
Letter from 
B. Savundrana- 
yagam to 
S. M. P. P. 
Marseilles. 
30.11.50.

A 8 

Letter from E. Savundranayagam to S. M. P. P. Marseilles

A. 8. 
Mayfair Hotel,

London, 30 Nov., 1950. 

EASTERN TRADERS LTD., 8, Parsons Road, Colombo 2.

Societe Mediterraneene De Produits Petroliers, 
6, Rue De La Darse, 

Marseille.

Dear Sirs,

We have been given your name as a firm of petroleum Dealers 
who are out of the '' ring ''.

There is a large order for approximately 1 million U. S. Dollars 
worth of Petroleum products for the Far East which we are in a 
position to obtain for you. Should you be interested please contact 
the undersigned immediately at the Mayfair Hotel, Berkeley 
Square, London, before Sunday, the 3rd Dec. whereafter I am 
flying to Zurich and can be contacted at the Hotel St. Gotthard, 
Zurich.

Yours faithfully,

True copy
(Sgd.) Illegible. 27.8.53. 

Clerk to the Board of Review 
(Income Tax)

10

20

A 9.
Letter from 
S. M. P. P. 
to Eastern 
Enterprises Co. 
1.12.50.

A 9 

Letter from S. M. P. P. to Eastern Enterprises Co.

SOCIETE MEDITERRANNEENNE DE PRODUITS
PETROLIERS

Marseille, le 1.12.50 
Eastern Enterprises Co. 
Colombo, CEYLAN 
C/o Mr. E. Savundranayagam, 
Hotel Mayfair, 
London. 

Monsieur,

En reponse a votre honoree du 30 November 1950 nous avons le 
plaisir de vous annoncer par la presente que le Directeur de notre

30
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10

maison passerachez vous a bref delai. II vous se fera reconnaitre Exhl_ t̂a - 
en vous presentant la lettre cidessus designee (la votredu 30 
Novembre) -.

Veuillez agreer, Monsiem-j nos salutations distingusees.

S.M.P.P.

(Sgd.) PLERRE DVVAL, 
Marseille, 
Le Directeur. 

True copy
(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

A 9.
Letter from 
S. W- P. P. 
to Eastern 
Ehterprises Co. 
1.12.50. 
 contdi

A 10 
Letter from E. Savundranayagam to S. M. P. P.

Eastern Enterprises Company, 
8, Parsons Road, Colombo 2.

Zurich, 6 Dec., 1950.

Societe Mediterraneene De Produits Petroliers, 
6, Rue De La Darse, 

20 Marseille.

A 10.
Letter from 
E. Savundrana 
yagam to 
'S. M. P. P. 
6.12.50.

Dear Sirs,

We have pleasure in handing you herewith a copy of L/C 
No. 90444 against which you are effecting shipment @ U. S. 
§ 1,060,552.50 c.i.f. Tsingtao, China, including all, repeat all, 
expenses.

We agree to the terms of payment outlined in your letter 
of today's date as amplified by your Mr. Duval to the undersigned 
during our conversations at the Hotel St. Gotthard today.

30

True copy 
(Sgd) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

Yours faithfully. 
(Sgd.).
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Exhibits.

A 11.
Letter from 
S. M. P. P. to 
B. Savundrana- 
yagam. 
6.12.50.

A 11 
Letter from S. M. P. P. to E. Savundranayagam

SOCIETE MEDITERRANNENNE DE PRODUITS
PETROLIERS

Zurich Le 6.12.50 
Mr. E. Savundranayagam, 

Eastern Enterprises Co., 
C/o Hotel St. Gotthard, 

Zurich. 
Monsieur, 10

Nous avons 1'honneur de vous confirmer parla presents la 
matiere de notre conversation et notre contrat a 1'egard de 
1'expedition des lubrifiants, etant sujet de la Lettre de Credit 
Nu. 90444.

Nous nous engageons a expedier ces marchandises a 
$1,060,552.50 GIF Tsingtao Chine. Cette somme est payable 
Comptant contre doucements d'embarquement, Immediatement 
apres 1'approbation et 1'acceptation par la banque mentionee dans 
la presents letter de credit.

Cela s'entend bien qu'une partie de cette somme sera enqoyee par 20 
yous-meme telegraphiquement auxpersonnes que nous avons deja 
nominees, tandis que 1'autre partie, representant les commissions 
qui doivent se payer aux fonctionnaires qui nous aident a effacteur 
cette affaire, sera donnee par vous meme en personne aux personnes 
a Singapore et New York que nous vous avons deja designees; it faut 
qui doivent se payer aux fonctionnaires qui nous aident a effacteur 
apres confirmation du credit.

On vous donnera tous les renseignements en detail quant au mon- 
tant exacte, et au mode de paiement. II faudra que vous soyez 
responsable de cette affaire.

Nous ne doutons pas que vous etes de notre avis a 1'egard de la 
necessitede traiter une telle affaire d'une maniere bien extraordi 
naire et nous ensommes certains que vous nous aiderez en venir a 
nos fins, en payant les sommes exigees avec empressement et 
conformement aux instructions que nous vous avons donnees.

Veuillez agreer, Monsieur, 1'expression de nos saluations 
distinguees.

S.M.P.P. 
(Sgd.) PLERRE DUVVAL,

Marseille, 40 
Le Directeur. 

True copy 
(Sgd.) Illegible 
27.8.53. 
Clerk to the Board of Review. (Income Tax)

30
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Exhibits.

A 12.
Letter from E. Savundranayagam to S. M. P. P. -^^^ from

B. Savundraua-

EASTERN ENTERPRISES CO. gsu p° p.
8, Parsons Road, Colombo 2, 18 - 12 - 50 - 

London, 18 Dec., 1950.

Societe Mediterraneene De
Procuits Petroliers, 

6, Rue De La Darse, 
Marseille.

10 Dear Sirs,

Lubricants to China,
We have not heard from you for some time now and would 

appreciate your informing us how the business now stands, with 
special reference to the Export Licence.

Yours Faithfully, 
(Sgd.) " 

True copy 
(Sgd.) Illegible 
27.8.53. 

20 Clerk to the Board of Review. (Income Tax.)

A 13
A 13.

Letter frpm E. Savundranayagam to S. M. P. P. Letter from
Si. Savundrana-

\ -I Q yagam t0 
-*- 13 S. M. P. P.

EASTERN ENTERPRISES CO. 28 - 12 - 50-

8, Parsons Road, Colombo 2, 
London, 28 Dec., 1950.

Societe Mediterraneene De Produits Petroliers, 
6, Rue De. La Darse.

Marseille.

30 Dear Sirs,
We regret to note that our letter of the 18th inst. has not even 

received the courtesy of an acknowledgment.
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Exhibits.

A 13.
Letter from 
B. Savundrana- 
yagara tq
S. M. P. 
28.12.50.
 could.

P.

We shall be grateful if you will let the undersigned know by cable 
whether you are affecting this shipment or.not, as we must contact 
other likely suppliers if you are not able to obtain the 
Export Licence,

Yours faithfully,
(Sgd.)

True Copy, 
(Sgd.) Illegible, 

Clerk to the Board of Review, 
(Income Tax). 10

A H.
Letter from 
S. M. P. P. to 
Eastern Enter 
prises Co. 
3042.50,

A 14

Letter from S, M. P. P. to Eastern Enterprises Go.

SOCIETE MEDITERRANNENNE DE PRODUITS
ETROLIERS

Marseille, Le 30.12.50.
EASTERN ENTEPRISES CO., 

COLOMBO, CEYLAN. 
C/o Mr. Emil Saundranayagam,

Hotel May fair,
LONDON.

Messieurs,
Tout va bien, et nous experons pouvoir expedier tres prochain- 

ment toutes les marchandises en question, II est extremement 
important que nous noua renxonreiona fin de nous mettre d'accord 
au sujet des details de la mode de paiement, et nous vous suggerons 
que vous arriviez a Paris par avion aussitot que possible. Nous vous 
recommandons 1'Hotel Scribe, etc'est a cet endroit que nous nous 
communiquerons avec vous.

Veuillez agreer, 
distinguees,

True Copy,
(Sgd.) Illegible, 

27.8.53.,
Clerk to the Board of Review,, 

(Income Tax.)

Messieurs. 1'expression de nos salutations

S. M. P. P., 
(Sgd.) PIERRE DUVAL,

Marseille, 
Le Directeur,

20

30
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A 15 

Letter from E. Savundranayagam to S. M. P. P.

EASTERN ENTERPRISES COMPANY
8, Parsons Road, Colombo 2. i.i.a.

London, 1.1.51.
Societe Mod. De Produits Petroliers, 

6, Rue De La Darse, 
Marseille,

Exhibits.

A 15.
Letter from 
E. Savundrana* 
yagam to 
S. M. P. P,

10

Dear Sirs,

I shall be arriving in Paris tomorrow evening by air and shall 
stay at the Hotel Scribe as you recommend.

True Copy,
(Sgd.) Illegible, 

27.8.53.,
Clerk to the Board of Review, 

(Income Tax.)

Yours faithfully,
(Sgd.)

A 16

OQ Photostat copy of letter from S. M. P. P. to Eastern
Enterprises Co.

SOCIETE MEDITERRANEENNE DE PRODUITS 
PETROLIERS

Marseille, le 2 Janvier 1951.
EASTERN ENTERPRISES CO..

COLOMBO, CEYLAN.
C/o Mr. E. Savundranayagam,

Hotel Mayfair,
LONDON. 

30 Messieurs,
Comme suite a votre lettre du 28, Decembre 1950, nous vous 

informons qu'il ne nous est pas possible de vous remettre notre 
licence d'exportation qui vous est necessaire pour la libeaition de 
votre acreditif.

En effect 1'original de cette licence doit etre depose entre les mains 
de 1'Administration des Douanes au moment des operations 
d'exporation au Port d'ambarquement. La licence d'exportation

A 1(3.
Photostat copy 
of letter from 
S. M. P. P. 
to Eastern 
Enterprises Co. 
 2.1.61.
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Exhibits.

A 16.
Photostal copy 
of letter from 
S. M. P. P. 
to Eastern 
Enterprises Co. 
2.1.51.
y—contt}.

A 17.
Letter from 
E. Savundra- 
nayagam to 
S. M. P. P, 
6,1.51,

etant ensuite transmise directement par les Services douaniers a 
1'Office des changes; il nous est par consequent interdit de nous en 
dessaisir.

Nous avons telephone a notre Directeur, actuelle ment a Paris, 
afin qu'il se procure des photocopies, qui nous 1'experons 
completeront votre dossier.

Veuillez agreer, Messieurs, 1'expression de nos saluations 
distinguees.

S.M. P. P., 
Marselle,

(Sgd.)
Le Directeur, 

True Copy,
(Sgd.) Illegible, 

27.8.53.,
Clerk to the Board of Review,

(Income Tax.) ______

A 17 
Letter from E. Savundranayagam to S. M. P. P.

EASTERN ENTERPRISES COMPANY
8, Parsons Road, Colombo 2,

6 January, 1951, 
London.

Societe Mediterraneene De Produits Petroliers, 
6, Rue De La Darse,

Masreille, 
Dear Sirs,

Thank you for your letter of 2 Jan. which was awaiting me 
here. Please note that your letter was addressed to the Mayfair 
Hotel which I left sometime ago.

I am now, as I told your Mr. Duval a few days ago when I was 
in Paris, at the Cumberland Hotel, London, to which all corres 
pondence should be addressed, until the 9th whereafter, as arranged, 
I shall return to Paris to meet you. Please advise me by cable when 
the loading is completed and the ship is ready to sail.

Yours faithfully,
(Sgd.) 

True Copy,
(Sgd.) Illegible, 

27.8,53.,
Clerk to the Board of Review, 

(Income Tax.)

10

20

30

40
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A 18

Photostat copy of letter from S. M. P. P. to Eastern 
Enterprises Co.

SOCIETE MEDITERRANNEENNE DE PRODUITS 
PETROLLIERS

Marseille, le 6 Janavier, 1951. 
Eastern Enterprises Co., 
Colombo, CEYLON. 
C/o Mr. E. Savundranayagani, 
Hotel Mayfair, 
London. 

Messieurs,

Faisant suite a notre entretien telephonique dee jour, nous nous 
empressons de vous transmettre ci joint photocopie de notre licence 
d' exporation No. 3516055 du 15 Decembre, 1950, et relative au 
marche de 45,000 fats de lubrifiants que nous avons passe avec votre 
ftrme,

Veuillez agreer, Messieurs, nous salutations distinguess.

S.M.P.P. 
MARSEILLIE

(Sgd.)
Le Directeur, 

True Copy
(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

Exhibits.

A 18.
Photostat copy 
of letter from 
S. M. P. P. to 
Eastern Enter 
prises Co. 
6.1.51.

A 19 

Letter from E. Savundaranayagam to S. M. P. P.

EASTERN ENTERPRISES COMPANY, 
8, Parsons Road, Colombo 2

8 January, 1951,
London.

Societe Med. De Produits Petroliers, 
6, Rue De La Darse,
Marseille.

Dear Sirs,

Thank you for your letter of 6 January, and enclosed photostat 
pf the export licence. I shall be arriving in Parris on the 10th and

A 19.
Letter from 
E, Savundrar 
nayagam to 
S. M. P. P. 
8.1.51,
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Exhibits.

A 19.
Letter from 
E, Savundrana- 
yagam to 
S. M. P. P. 
8.1.51. 
 could.

not tomorrow as originally arranged. Please meet me at my hotel 
(the Hotel Scribe) on the 10th evening.

Please telegraph me on receipt of this letter advising me as to 
the exact status of this shipment. Has the loading been completed 
and is the ship ready to sail? Please treat this as very urgent,

Yours faithfully,
(Sgd.) 

True Copy 
(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

10

A 20.
Letter from 
S. M. P. P. to 
Eastern Enter 
prises CQ. 
17.1.51.

A 20 

Letter from S. M. P. P. to Eastern Enterprises Co.
SOCIETE MEDITERRANNEENNE DE PRODUITS

PETROLIERS

Zurich, 17 Janvier, 1951. 
Eastern Enterprises Co. 
Mr. Emile Savundranayagam 
Hotel St. Gotthard, 
Zurich.

Messieurs,
Nous avons 1'honneur de vous confirmer que nous vous avons 

envoye tous les documents a 1'egard de 1'expedition de la marchan- 
dise, lesquels ont ete deja acciptes parls Banque. Nous confirmons 
que vous nous avez donne $825,552.50 etant une partie d'un mon 
tant de f! 1,060,552.50 liquel a ete paye ainsi/une partie comptant, 
et 1'autre sous la forme de traite transferee telegraphiquement a 
notre personne deja nommee.

Quant au restant, cette spmmede $235,000.00 doit etre payee 
comptant a New York et Singapore, et aux conditions de votre 
contrat, il fant que vous transmettiez 1'argent en question comme 
suit : 

1. aM. Pierre Duval, notre Directeur, a 1'Hotel Raff els, Singa 
pore, entre le 29 Janvier et le premier fevrief $185,000.00.

2 aM. Hector Tembros a 1'Hotel Waldorf Astoria. New York, 
entre le 4 et le 17 Fevrier $50,000.00.

M. Tembros identifiera en presentant une copie de cette lettre. 
Nous vous eonfirmons que nous vous paye 16,000 Frances (Suisses)

20

30
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etant frais d'assurance sur 1'argent pendant le voyage par terre et 
par avion, Nous prions de bien vouloir signer la copie de cette 
lettre a Tappui de votre accord avecle instructions ci-dessus 
degignees.

Veuillez agreer. Messieurs, nos salutations distinguees.

S.M.P.P.
(Sgd.) 

Marseille, 
Le Directeur.

10 True Copy
(Sgd.) Illegible 
27.8.53.
Clerk to the Board of Review. (Income Tax,)

Exhibits.

Letter from 
S. M. P. P. 
to Eastern 
Enterprises 
17.1.51. 
 contd.

Co.

A 21 

Letter from S. M. P. P. to Eastern Enterprises Co.

EASTERN ENTERPRISES COMPANY,
8, Parsons Road, Colombo 2.

Zurich, 17 Jan. 1951.

Soc. Med. De Produits Petroliers, 
20 6. Rue De La Darse,

Marseille.

A 21.
Letter from 
E. Savundra- 
nayagam to 
S. M. P. P, 
17,1.51.

Dear Sirs,
I wish to express my thanks for your co-operation and courtesy 

and assure you in turn of my full co-operation in concluding this 
deal satisfactorily by making the payments as arranged to your 
Mr. Duval in Singapore and Mr. Tembros in New York.

Please instruct Mr. Tembros to await my cable advising my 
arrival in the U. S. A. probably about the 5th of February.

It is understood that I am to draw on the currency I am carrying 
30 to meet any difference between the money you have given me to 

recover air passages, insurance and other incidental expenses and 
the amount actually expended on this account.

True Copy
Clerk to the Board of Review. (Income Tax.)

Yours Very Truly. 
(Sgd.)
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A 22.
Letter from 
E. Savundara- 
nayagain to 
S. M. P. P. 
26.1.51.
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A 22

Letter from E. Savundranayagam to S. M. P. P.

Emil Savundranayagam,
8, Parsons Road, Colombo

Date: 26th January, 1951

Societe Mediterraneen De Produits Petroliers, 
6, Rue De La Darse,
Marseilles, 
France.

Dear Sir,

I regret to have to place the following information before you. 
All this can be checked by reference to either the Ceylon Govern 
ment (Miniter of Finance) or through your Embassy here.

1. On my arrival in Colombo on 22/1/51 in transit to Singapore, 
I bonded the box containing the currency with the Ceylon 
Customs who accepted to keep it in bond to be given to me 
when I left Ceylon for Singapore. You will recall that 
your Mr. Duval agreed to this course of action before I 
left Zurich on 18/1/51.

2. On 25/1/51 (Yesterday) I was suddenly informed by the 
Government that under the Defence regulations, they were 
taking over the Foreign Currency and paying me it's 
equivalent in Ceylon Rupees.

3. In spite of every effort the Government is not prepared to 
alter its decision and I am unable to keep my contract with 
you due to force Majeure by Act of the Ceylon Govern 
ment in confiscating the money.

4. I expect to be given the Ceylon Rupee Equivalent of the 
money within a few hours. Please telegraph at once 
advising me what you want me to do with the Ceylon 
Rupees (approximately 11/4 Million rupees).

Might I suggest that the obvious solution is for me to give you the 
money at once in Ceylon Rupees and for you to appeal to the 
Ceylon Government through your Embassy for the release of the 
dollars which they have confiscated. On receiving your cable confir 
mation I shall credit the amount to your Banks agents in Colombo 
(please intimate who they are when cabling) in your name.

I deeply regret this unfortunate position caused entirely by Ceylon 
Governments unwarranted interference and feel sure that if your 
Embassy takes the matter up all difficulties will be solved.

10

30

40



With your influential connections with your Government it 
should be an easy task for you to have the French Embassy inter 
fere on your behalf.

Yours faithfully,
(Sgd.) 

True copy
(Sgd.) Illegible 
27.8.53.
Clerk to the Board of Review. (Income Tax)

Exhibits.

A 22.
Letter from
B. Savundrana-
yagam to
S. M. P. P.
26.1.51.
 contd.

10 A 23

Letter from E. Savundranayagam to S. M. P. P.

15th February, 1951

The Societe Mediterranneenne De Produits Petroliers, 
6, Eue De La Darse,
Marseille.

Dear Sirs,

Further to my letter of 26th January, I enclose herewith a copy 
of the letter I have just written to the Government of the Central 
Bank of Ceylon.

20 I do not wish to be pessimistic but is completely useless your 
expecting this money any of these days. I enclose for your infor 
mation some Newspaper Clippings which will confirm to you more 
clearly than I can, that 

1. The Government interfered and took over the dollars.

2. That I protested and tried my utmost to have them released 
as they were due to you.

3. That this has caused a great deal of unnecessary and most 
unpleasant publicity.

We expect that it will take many weeks, if at all before a permit 
30 is issued for me to take the money to Mr. Duval and Mr. Tembrose.

I again earnestly request you to accept payment here and then 
apply for permission in your name, through your embassy here to 
remove it.

The only alternative if you are not agreeable to accepting the 
money here is for me to hold the money for you until the permit is 
issued and then bring it to you. In this case I can only be responsible

A 23.
Letter from 
E. Savundra 
nayagam to 
S. M. P. P. 
15.2.51.
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Exhibits. 

A 23.

yagam to 
S. M. P. P. 
15.2.51.
 contd.

to you for Rs. 1,108,934.19 which is the amount I have been given 
for the dollar notes, and any fluctuation of Exchange rate in addi- 
t':uii to possible de-or-re-valuation of the rupee and sterling is for 
your account. However I much prefer you to accept the money here 
in Ceylon currency now and relieve me of this responsibility.

True Copy
(Sgd.) Illegible, 
27.8.53
Clerk to the Board of Review. (Income Tax.)

Yours faithfully, 
(Sgd.)

10

A 24.
Letter from 
S. M. P. P. 
to E. Savund- 
ranayagam 
3.2.51.

A 24 

Letter from S. M. P. P. to E. Savundranayagam

SOCTETE MEDITERRANNEENNE DE PRODUITS
PETROLIERS

Marseille, le 3 Fevrier 1951.

M. Emil Savundranayagam,
Nu. 8,

Parsons Road, 
Colombo, Ceylan. 20 

PAR AVION

Monsieur,

Nous venons de recevoir votre henoree du 26 Janvier. II est a 
regretter que nous ne sommes point disposes a accepter les excuses 
que vous nous avez presentees.

Vous etes bien instruit des conditions requises de nos contrats, et 
savez que vous etes tenu de solder to us les comptes detailles dans 
ces contrats.

Quant aux relations et negotiations avec votre gouvernment, 
celles-ci ne nous in eressent pas. C'est a nos risques et perils que 30 
nous et nos amis de cette place avons persuade les fonctionnaires ici 
de soulager les formalites actuelles, et par consequent nous ne nous 
proposons pas de vous permettre d'echapper a vosibligations.

Nos amis de cette place attendent vos telegrammes d'un jour a 
lautre, et en cas que ces telegrammes n'arrivent pas avant le fin 
de ce mois' nous serons obliges do prendre des mesures. dont le 
caractere vous etes a meme de juger, afin de porter: remede 
a Pin jure que vous nous avez faite.
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10

Enfin, il n'est point necessaire que nous vous fassions remarquer 
que si vous manquez de parole, et ne faitespas honneur a votre con- 
trat il vous sera immpossible d'etre en affaires a vec ce pays ; vous 
etes bien instruit de la connaissance que nous avons de notre place, 
et de notre influence.

Nous vous prions de bien vouloir abandonner ces pretextes et 
faire bon accueil a votre contrac immediatement.

En attendant le plaisir de vous lire, croyez, Monsieur, a 
1' assurance de notre tres respectueuse consideration.

S. M. P. P., 
(Sgd.) JEAN' DO VAT,

Marseille. 
Le Directeur. 

True copy
(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

A 24.
Letter from
S. M. P. P.
to E. Savundrn-
nayagara.
3.'2.51.
 contil.

A 25
Advice from Bank of Ceylon re opening of credit at Union Bank, 

20 Switzerland

Bank of Ceylon, 
Foreign Department, 

York Street, 
Colombo,

27th November, 1950. 
To:
Eastern Enterprises Co., 
8, Parsons Road, 
Colombo.

A 25.
Advice from 
Bank of Ceylon 
re opening of 
credit at 
Union Bank, 
Switzerland 
27.11.50.

30 Dear Sirs (s),

We have received the following advice by cable.
Message from: UNION BANK OF SWITZERLAND, ZURICH.

dated 27th November, 1950.
" PLEASE NOTIFY URGENTLY EASTERN ENTERPRISES 
COMPANY CARE YOUR BANK THAT BANQUE BELGE 
POUR LETRANGER TIENTSIN OPENED IRREVOCABLE 
AUTHORITY PURCHASE TWOFIVEEIGHTNIL YOUR
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A 25.
Advice from 
Bank of Ceylon 
re opening of 
credit at Union 
Bank, Switzer 
land. 
27.11.50. 
 contd.

FAVOUR EXPIRING FEBRUARY EIGHTEENTH 1951* US 
DOLLARS ONE MILLION TWOHUNDREDTHIRTY THOU 
SAND AVAILABLE SIGHT DRAFT ON HWA SHIH COM 
PANY TIENTSIN PAYABLE OUR COUNTERS COVERING 
SHIPMENT OR SHIPMENTS LATEST JANUARY EIGH 
TEENTH FROM ANY PORT IN U:K.* OR PERSIAN GULF 
OF LUBRICANTS AS PER AIRMAILED SPECIFICATIONS 
TO TSINGTAO DIRECT TRANSHIPMENT PROHIBITED 
DOCUMENTS REQUIRED PRIMO COMMERCIAL IN 
VOICES SECUNDO FULL SET CLEAN BLADINGS PRE- 10 
PAID ON BOARD ORDER OPENING BANK NOTIFY 
DRAWEES TERTIO LLOYDS SURVEY CERTIFICATES 
CONFIRMING CARGO LOADED ON BOARD QUARTO 
ANALYSIS CERTIFICATES OF QUALITY ISSUED BY AN 
INDEPENDENT LABORATORY QUINTO INSURANCE 
POLICIES FAVOUR OPENIING BANK COVERING 
MARINE RISKS IRRESPECTIVE OF PERCENTAGE THEFT 
PILFERAGE NONDELIVERY (INSURED VALUE) LEAK 
AGE WAREHOUSE TO WAREHOUSE CLAUSE WARRISKS 
STOP TOTAL VALUE INSURANCE US DOLLARS TWO- 20 
MILLION FOUR HUNDREDSEVENTYTHOUSAND STOP 
PAYMENTS PERMITTED AFTER STEAMER SAILED FROM 
PORT OF SHIPMENT FOR AT LEAST TWELVE HOURS 
STOP THIS AUTHORITY IS NEGOTIABLE OUR COUNT 
ERS IRREVOCABLE CONFIRMED BY OURSELVES 
ASSIGNABLE TRANSFERABLE DIVISIBLE OUR REFER 
ENCE NINEZEROFOUR FOUR FOUR ".

* OR EUROPE OR MEDITERRANEAN AFRICA.
The above message is continued by us on behalf of the opening 

Bank for your information but without by responsibility on our 30 
part except for the correctness of this copy of the Cable/Mail/Air 
Mail received by us.

DRAFTS DRAWN UNDER THIS CREDIT SHOULD BE 
FORWARDED TO US FOR NEGOTIATION AND SHOULD 
CONTAIN A REFERENCE TO THE CREDIT NUMBER OF 
THE BANK NAMED.

Yours faithfully,
(Sgd.), 

Manager.
(Sgd.) 40 

Accountant.
True copy
(Sgd.y Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)
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A 26
Advice from Bank of Ceylon re remittance of $ 160,447.50 by

Telegraphic Transfer
by Telegraphic 
Transfer.

Bank of Ceylon, 19.1.51. 
Foreign Dept., 
York Street, 

Colombo,

19th January, 1951.

We have received instructions to pay to yourself /ves the sum of 
IQ Dollars one lac sistyninethousand fourhundred and fortyseven and 

cents fifty only.
being Telegraphic Transfer from Union Bank of Switzerland, 
Zurich.
Dated 17.1.51. in your favour by order of

Eastern Enterprises Co.,

1169,447/50.

We are accordingly effecting payment of this transfer  

(1)............

(2) By crediting your current account at this office 
20 Rs. 804,875/62 at exchange 475. Kindly return to us both the

attached receipts.

Yours faithfully,

(Sigd.)...............
Manager.

To : M/s. Transworld Enterprises Ltd., 
C/o. M/s. Ceylon Theatres Ltd., 

Parsons Road, Colombo.

True copy.

(Sgd.) Illegible.
27.8.53.

Clerk to the Board of Review. (Income Tax.)
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Exhibits; A 27 
A 27.

££$£. of Letter of Credit
291LSOi TELEGRAPHICALLY ADVISED THROUGH

BANK OF CEYLON,
41 x Bristol Street, Colombo

47#1L4/L
UNION BANK OF SWITZERLAND.

Eastern Enterprises Company, 
C/o Bank of Ceylon,

41, Bristol Street, 10 
Colombo, Ceylon.

Documentary Department /467 MK 
Service Documentaire

Zurich, 29th November, 1950.

L/C No. 90444
Credit Tientsin A/P No. 2580.

Valid till 18th February, 1951
Irrevocably at our counters in Zurich

Banque beige pour 1'etranger (Extreme Orient) S. A., 
Tientsin, for account of Hwa Shih Company, Tientsin, 20 
have opened their irrevocable Authority to Purchase, 
divisible, assignable, transferable, confirmed on our 
part,

Us. 1,230,000- (Usdollars onemillion twohundred thirty thou 
sand) by sightdrafts drawn in duplicate by yourselves on Hwa Shih 
Company Tientsin, marked, " Drawn under Banque Beige pour 
1'Etranger (Extreme Orient) S. A. Tientsin A/P No. 2580 dated 
25th November, 1950", Negotiable at our counters, accompanied 
by the following documents :

1. Commercial invoice in duplicate. 30
2. Full set clean on board bills of lading, established to order of 

Banque Beige pour 1'Etranger (Extreme Orient) S. A., Tientsin, 
marked: Freight prepaid and: "Notify Hwa Shih Company, 
Tientsin ".

3. Lloyds Survey Certificate, confirming cargo loaded on board
4. Analysis Certificate of quality, issued by an independent labo 

ratory.
5. Insurance Policy, in favour of Banque Beige pour 1'Entranger 

(Extreme Orient) S. A., Tientsin, covering marine risks irrespec 
tive of percentage, theft, pilferage, no delivery (insured value), 40
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leakage, warehouse to warehouse clause, warrisks, Total value in- ?xnib'ts - 
surance £2j470,000 covering shipment or shipments of LUBRI- Lettw o£ 
CANTS, as per specifications, from any port in UK or Europe or credit. 
Meditaranean Africa or Persian Gulf to Tsingtab direct, 
latest January 18th, 1951. Transhipment prohibited. According to 
instructions received from our principals, .payments are only per 
mitted after1 steamer sailed from port of shipment for at least twelve 
hours; satisfactory proof of this fact is to be given to us.

As this credit has been advised to us from Tientsin by cable it is 
10 subject to amendment or completion, in case the mail confirmation 

should show any difference or addition.
We presume that the transaction forming subject of this credit 

is approved by the Bank of Ceylon in Colombo and that availments 
of the credit will take place through that bank. It is furthermore 
a condition of this credit that regular export licenses will be granted 
by the exporting countries to Tsingtao. Proof to that effect is also 
to be given to us. Looking forward to the presentation of the docu 
ments within the validity of the credit, we are, Gentlemen,

Yours very truly,

20 UNION BANK OF SWITZERLAND.
(Sgd.) 

True copy.

(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. (Income Tax.)

Zurich, 29th November, 1950.

PAGE 2 -

of our L/C No. 90444/Tientsin A/P No. 2580 opened in favour 
of Eastern Enterprises Company, c/o Bank of Ceylon, 41, Bristol 

30 Street, Colombo, Ceylon.

Specifications of LUBRICANTS covered by Authority to 
Purchase No. 2580 of Banque Beige pour 1'Etranger (Extreme 
Orient) S. A., Tientsin, a/c Hwa Ship Company, Tientsin.

40.500 Drums oil at 53 American Gallons net each. 
4.500 ,, Grease at 400 pounds net each.

45.000 Drums Total

Oil as follows:

1. 0.000 Drums red engine oil, being 3.000 Drums each
number 750 and 1200 and 2000 at £ 24.10. 

40 2. 3.000 Drums cylinder oil at £ 26.40.
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Exhibits. 
A 27.
Letter of 
Credit. 
29.11.50. 
 contd.

A 28. 
Cable from 
Eastern Enter 
prises Co. to 
Bank Union, 
Zurich. 
28.11.50.

3. 3.000 Drums gear oil, being 1500 drums each number 90 
and 140 at £ 29.95.

4. 1.500 Drums axle oil (winter) at £ 23.  
5.22.500 Drums motor, being 7.500 drums each for viscosity 

300 and 400 and 550, viscosity understood sec at 130
degree F, price £ 25.85. 

6. 1.500 Drums transformer mil oi] 33000 V at £ 28.20.

40.500 Drums

Grease as follows:

1.500 Drums each cup grease number 2 and 3 and 4 at £ 41.25.

AII prices per drum cost of drum included

UNION BANK OF SWITZERLAND. 
True copy,
(Sgd.) Illegible, 
27.8.53.,
Clerk to the Board of Review. 

(Income Tax.)

A 28

Cable from Eastern Enterprises Co. to Bank Union, Zurich.

BANKUNION
Zurich 

Full Rate.
OUR DIRECRTOR EMIL SAVUNDRANAYAGAM HOLD 

ING OUR ABSOLUTE COMPREHENSIVE POWER OF 
ATTORNEY FLEW TO ZURICH VIA LONDON TODAY STOP 
HE WILL ISSUE ALL INSTRUCTIONS AND CARRY OUT 
ALL NEGOTIATIONS WITH YOU STOP PLEASE HOLD 
LETTER OF CREDIT AND HAND SAME OVER TO HIM 
WHEN HE CALLS ON YOU ZURICH PROBABLY MONDAY 
FOURTH DECEMBER.

EASTERN ENTERPRICES COMPANY,
No. 8, Parsons Road, Colombo. 

A. 28/11/50. 
True copy,
(Sgd.) Illegible, 
27.8.53.,
Clerk to the Board of Review. 

(Income Tax.)

10

20

30
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A 29 

Letter from Eastern Enterprises Co. to Union Bank, Switzerland.

BY AIR MAIL
28th November, 1950.

The Manager,
Union Bank of Switzerland,
Zurich,
Switzerland.

Exhibits. 
A 29.
LetU__' from 
Eastern Enter 
prises Co. to 
Union Bank, 
Switzerland, 
28.11.50.

Dear Sir,

10 With reference to the Letter of Credit opened in our favour, 
we write to inform you that our Mr. Emil Savundranayagam 
enplaned for Zurich via London today and will call on you on 
Monday, 4th December, 1950.

Mr. Savundranayagam has been granted an absolute and com 
prehensive Power of Attorney empowering him to issue all instruc 
tions and carry out negotations with you on our behalf.

We confirm our cable of today in this connection reading as 
follows:  

" OUR DIRECTOR EMIL SAVUNDRANAYAGAM 
'20 HOLDING OUR ABSOLUTE COMPREHENSIVE POWER 

OF ATTORNEY FLEW TO ZURICH VIA LONDON 
TODAY STOP HE WILL ISSUE ALL INSTRUCTIONS 
AND CARRY OUT ALL NEGOTATIONS WITH YOU 
STOP PLEASE HOLD LETTER OF CREDIT AND HAND 
SAME OVER TO HIM WHEN HE CALLS ON YOU 
ZURICH PROBABLY MONDAY, FOURTH DECEM 
BER."

Yours faithfully, 
Eastern Enterprises Co.,

30 (Sgd.)
Director.

True copy,

(Sgd.) Illegible, 
27.8.53.,

Clerk to the Board of Review (Income Tax.)
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Exhibits, 
A 30.
Letter from 
Emil SavuncU 
ranayagam tq 
Union Bank, 
Switzerland 
S.12.5Q,

A 30

Letter from Emil Savundranayagam to Union Bank,
Switzerland

EASTERN ENTEEPEISES COMPANY

8, Parsons Eoad, Colombo 2.
YourEef: Zurich/1,
Our Eef;
5th December, 1950,

The Union Bank of Switzerland, 
Zurich.

Attention: Mr. Hurseler.
10

Dear Sirs,
We confirm with thanks the receipt of your letter of credit 

No. 90444 (Tientsin A/P No. 2580) handed to our Director and 
Attorney Mr. Emil Savundranayagam on Monday, 4th December, 
1950.

We confirm or conversation with you that our Attorney will be 
presenting all documents to you, under this credit, and fresh 
invoices, drafts etc. as might be required will be drawn and 
presented by him. 20

We also confirm that the availments of the credit will take place 
directly with you on presentation to you by our Attorney of the 
required documents.

We expect to give you instructions regarding the division and 
assignment of this credit in the course of this week.

Our Attorney will be residing at the Hotel St. Gotthard Zurich 
until the 10th. instant whereafter he will be returning to London 
for a few days. He will then return to Zurich in order to present 
the documents to you.

We note that you have retained the power of Attorney drawn by 30 
us in favour of our Director, Mr. Savundranayagam as also the 
certificate of registration of our firm, to be returned after you have 
prepared photostat copies for your files.

We feel you will be interested in knowing something about our 
firm, whose partners are the well known Companies Eastern Traders 
Ltd., and Trans-World Enterprises Ltd.

Our Chairman is Senator Gardiner the well know Ceylon busi 
ness man and financier, Chairman of the " Gardiner Group " of 
Companies, the largest group of Companies in Ceylon with a capital 
of nearly six crores. 40
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Mr. R. P. Senanayake is the son of Rt. Hon. D. S. Senanayake 
the Prime Minister of the Dominion of Ceylon.

Mr. S. Sellamuttu, is a member of the Colombo Municipal 
Council, a well known solicitor and leading business-man.

Our other Directors are also on the board of various other Com 
panies in Ceylon.

The two partners of our firm are at present holding major con 
tracts for services and supply to the governments of our own country 
and foreign governments in our part of the world.

Exhibits. 
A 30.
Letter from 
Emil Savundra- 
nayagam to 
Union Bank, 
Switzerland. 
5.12.50. 
 contd.

10

True copy,
(Sgd.) Illegible, 
27.8.53.
Clerk to the Board of Review. 

(Income Tax.)

Yours very truly,
(Sgd.) 

Director and Attorney

A 31

Duplicate of letter from Union Bank of Switzerland to Eastern 
20 Enterprises Co.

UNION BANK OF SWITZERLAND

BY AIR MAIL
Eastern Enterprises Company, 

8, Parsons Road, 
Colombo 2, 

Ceylon.

Ref: 466/kl
Re Banque Beige Pour 1'Entranger, Tientsin,
A/P. No. 2580 Our Ref. No. 90444.

30 Zurich, December 16, 1950. 

Dear Sirs,
With reference to our todays telephone conversation with your 

attorney Mr. E. Savundranayagam we beg to confirm that we agree

A 31.
Duplicate o£ 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
16.12,50.



Exhibit*. 
A 31.
Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
16.12.50. 
 contd.

56

to carry through the transaction under reference without inter 
mediary of the Bank of Ceylon, Colombo, but that we have to insist 
upon production of satisfactory evidence that regular export 
licenses will be granted by the exporting countries to Tsingtao. 

Alway with pleasure at your disposal we are, Dear Sirs,

Yours Very truly, 
UNION BANK OF SWITZERLAND.

(Sgd.)

Original sent to Mr. Emil Savundranayagam,
Cumberland Hotel, Marble Arch, London W. 

Duplicate sent to Colombo.

True copy,

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

10

A 3-2.
Original of 
letter from 
Union Bank 
of .Switzerland 
to Eastern 
Enterprises Co. 
16.12.50.

A 32

Original of letter from Union Bank of Switzerland to Eastern
Enterprises Go.

UNION BANK OF SWITZERLAND

BY AIR MAIL
Eastern Enterprises Company, 

8, Parsons Road, 
Colombo 2, 
Ceylon.

Ref: Documentary Service 466/kl : . ^ .-- 
Re; Banque Beige pour 1 'Entranger, Tientsin, 
A/P. No. 2580 our ref. No. 90444.

ZURICH, December 16, 1950. 

Dear Sirs,

With reference to our todays telephone conversation with your 
attorney, Mr. E. Savundranayagam we beg to confirm that we agree

20

30
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to carry through the transaction under reference without inter 
mediary of the Bank of Ceylon, Colombo, but that we have to insist 
upon production of satisfactory evidence that regular export licences 
will be granted by the exporting countries to Tsingtao. 

Always with pleasure at your disposal we are, Dear Sirs,

Yours very truly, 

UNION BANK OF SWITZERLAND.

(Sgd.)

10 Original sent to Mr. Emil Savundranayagam,
Cumberland Hotel, Marble Arch, London W.

Duplicate sent to Colombo.

Trne copy
Clerk to the Board of Review.
(Sgd.) Illegible,
27.8.53.

(Income Tax.)

Exhibits. 
A 83.
Original of. 
letter from 
Union Bank of 
Switzerland to 
Eastern Enter 
prises Co. 
16.12.50. 
 contd.

A 33

Letter from Union Bank of Switzerland to Eastern 
Enterprises Co.

20 UNION BANK OF SWITZERLAND

AIRMAIL

Eastern Enterprises Company, 
8, Parsons Road, 

Colombo 2, 
Ceylon.

Ref: Documentary Service 4B7MK 
L/C No. 90444/Tientsin A/P 2580 
a/c Hwa Shih Company, Tientsin.

ZURICH, December 18th, 1950. 

30 Dear Sirs,
: --Jnlyirtue of the-written confirmation, received from Banque Beige 

pourT Entranger (Extreme Orient) S. A. Tientsin, relating to the

A 33.
Letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
18.12.50.



Exhibits. 
A 34. 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises C'u. 
18.12.50. 
 contd.

58

above Authority to Purchase, opened by cable, we beg to advise you 
that the drafts have further to be marked as follows:

" Without recourse " and " Documents against payment ". 
Please complete our aforesaid Letter of Credit accordingly,

Yours very truly, 
UNION BANK OF SWITZERLAND.

Copy sent to:
Mr. Emil Savundranayagain,
Cumberland Hotel, London.

True copy
(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

10

A 34.
Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
18.12,50,

A 34

Duplicate of letter from Union Bank of Switzerland to Eastern
Enterprises Co,

UNION BANK OF SWITZERLAND

AIR MAIL 20

Eastern Enterprises Company, 
8, Parsons Road, 

Colombo 2, 
Ceylon.

ZURICH, December 18th 1950.

Ref: 467 MK

L/C No. 90444/Tientsin A/P 2580 
a/c Hwa Shih Company, Tientsin.

Dear Sirs,

In virtue of the written confirmation, received from Banque Beige 30 
pour 15 Etranger (Extreme Orient) S.A., Tientsin, relating to the
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10

20

30

above Authority to Purchase, opened by cable, we beg to advise you Exhibits.
' ' ../---- ' A 34.

Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
18.12.50. 
 contd.

that the drafts have further to be marked as follows:

" Without recourse-" and " Documnts against Payment ".
Please complete our aforesaid Letter of Credit, accordingly,

Yours very truly, 
UNION BANK OF SWITZERLAND.

Copy sent to:
Mr. Emil Savundranayagain, 
Cumberland Hotel, London.

Tiue copy
(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

(Sgd.)

A 35

Duplicate of letter from Union Bank of Switzerland to Eastern
Enterprises Co.

UNION DE BANQUES SUISSES 

Confirmation of Telephone with Mr. Savundranayagam

Eastern Enterprises Company, 
Colombo / Ceylon.

Zurich, December 22,1950,

Service Documentaire 
Ref: 467 MK

Credit No. 90444 /Tientsin I A/ P 2850 a/c Hwa Shih Co, 
Tientsin
Credit No,

Veuiliez modifier ce credit, comme suit, sous avis aux beneficiaires: 
Please amend this credit as follows, under advice to beneficiaires;
Sur la demande do nos commettants, nous modiftons ce credit comme 

suit:

(1) Bills of Lading of steamers flying USA, Canadian or Philippine 
or-Japanese flag or passing through Panama not acceptable,

A 35.
Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
 2-2.12.50,



Exhibits.
A 35.
Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co.
 22.12.50.
 contd.

60

(2) Affidavit required from steamship company giving scheduled 
itinery of vessel and showing that the vessel will not touch USA 
or Canadian or Philippine or Japanese ports prior to arrival 
at destination named in credit. 
All other terms remain unchanged.

Vos devoues-Yours faithfully,
UNION DE BANQUES SUISSES 
UNION BANK OF SWITZERLAND

Copy sent to:
Mr. Emil Savundranayagam, 
Cumberland Hotel, 
London. 
Marble Arch,

True copy
(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

(Sgd.) 10

A 36.
Duplicate of 
letter from 
Union Bank 
of Switzerland 
to Eastern 
Enterprises Co. 
28.12.60.

A 36

Duplicate of letter from Union Bank of Switzerland to Eastern
Enterprises Co.

AIR MAIL

20

UNION DE BANQUES SUISSES,

Service Documentaire. 
Ref: 467 MK.

Eastern Enterprises Company, 
Colombo/Ceylon.

Zurich, 28th December, 1950. 39

Credit No. 90,444/Tientsin A/P 2,580 a/c Hwa Shih 
Company,, Tientsin. Credit Nr:-

Veuillez modifier ce credit comme suit, sous avis aux beneficiares:
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Please amend this credit as follows, under advice to beneficiaries: ?x a!,bits -
A GO. 
Duplicate of

Sur la demande de nos commettants, nous modifions ce credit union Bank of
•i Switzerland tocoinme suit:   EastcrD Bnter .

prises Co. 
28.12.50.

Shipment from Europe or Mediterranean or Africa or Middle 
East instead of shipment from any port in United Kingdom or 
Europe or Mediterranean Africa or Persian Gulf.

All other terms remain unchanged.

Vos devoues Yours faithfully,

UNION DE BANQUES SUISSES 
10 UNION BANK OF SWITZERLAND.

(Sgd.)

Copy sent to:

Emil Savundranayagam, Esq., 

Cumberland Hotel, 

Marble Arch, 

London.

True copy

(Sgd.) Illegible, 

27.8.53.

20 Clerk to the Board of Review. 
(Income Tax.)



Exhibits.
A 37. 
Note from 
Union Bank 
to Eastern 
Enterprises Co. 
re payjnent of 
8235,000, 
17.1.61.

fe*
A 37

Note from Union Bank to Eastern Enterprises Co. re payment of
$ 235,000.

A 37 ;
No. 18,843, 

Zurich, January 17, 1951.

Schweizerische, 
Bankgesellschaft.

SENDUNG an / envoi a

Eastern Enterprise Company,
8, Parsons Eoad,

Colombo 2.

Banknoten billets de banque

Munzen 
Monnaies

10

1750
1200

a ....
a ....
a ..$
a ..|
a ....
a ....
a ....
a ....
a ....

1000-
500-
100-
50-
20-
10-
5-
2-
1-

USA

$175,000. -
$ 60,000. -

$235,000

20

Briefmarken 
Timbres-poste 
Fur Rechnung von 
Pour compre de

delivered to you on our windo Nr 11

True copy
(Sgd.) Illegible, 

27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

30
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A 38

Affidavit signed by Agents & Representatives of the Svenska 
Ostasiatiska Com panic t de Gothenbourg, Sweeden

A 38.
ESTABLISHED 1896 

SOFUS ELTVEDT

Societe a responsabilite limitee ou capital 
de 248,000 Francs

R. C. MARSEILLE 423,933B.

AGENTS MARATINE—SHIP AGENTS AND BROKERS 

A PARIS

Exhibits. 
A 38.
Affidavit signed 
by Agents 
and Representa 
tives of the 
Svenska Ostasia 
tiska Coinpaniet 
de Gothenbourg 
Sweeden.

20, RUE DE L'ARCADE (S) 
TELEPH: A.NJOUC21-26 
TELEGR. ELEVEDAC-PARIS 
THE BOB CODE BEOTLEY'S

Dept. 
V. Ref.

Siege Sooiel (Head Office) Teleg. ELTVE DT-MARSEILLK 
33 Rue de la Republique ALL USUAL CODES

Marseille. TELEPH. COLBRTT 19-88
19-89 
44-91 
10-48

AFTER OFF. HOURS NA24-51 
P. O. BOX COLBERT n. 689.

AFFIDAVIT
Nous soussignes SOFUS ELTVEDT, Courtiers Maritime agis- 

sants en tant qu' Agents et Representants a Marseille de 1' Arme- 
ment Suedois SVENSKA OSTASIATISKS KOMPANIET de 
Gothecourg (Suede) certifions que conformement aux instructions 
recnes de 1' Armateur, nous avons donne en son nom comme formel 
au Capitaine Commandant le s/s " SAGA " 1' ordre de gagner 
le port de TSINGTAO (Chine) sans passer par le Canal de Panama 
et en lui interdisant de faire escale dans un port des Etats Unis 
d' Amerique, du Canada, de Philippine ou du Japon avant d'arriver 
a son port de destination. Son itineraire est le suivant: Marseille, 
Aden (par le Canal de Suez), Colombo, Singapour, Tsingtao.

En foi de quoi nous delivrons le present Affidavit pour servir 
et valoir ce que de droit.

Fait a Marseille, le ONZE JANVIER 1951.

Sgd. Ph. Marcheschi. 
Pour legalisation:

True Copy
Sgd. Illegible,

27.8.53. 
Clerk to the Board of Review.
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A 39.
Lloyd's Survey
Report.
1-2.1.51.
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A 39 

Lloyd's Survey Report

Members of the Association 
of Fire Loss Adjusters

GELLATLY HANKEY S. A. FRANCE

LLOYD'S AGENTS

INTERNATIONAL ADJUSTERS & MARINE SURVEYORS 

Experts d'Assurance internationaux et Commissaires d'Avaries
Agence de Marseille, 

21, Rue de la Rupublique, 21, 
Teleph. Colbert 54.65.

A 39
Telegrammes : Hankey-Marseille, 
R. C. Marseille A, 86.638.. 
Marseille, le 12 Janvier 1951.

CERTIFICAT DE MISE A BORD
Nous certifions que d'ordre de la Societe Mediterraneenne de 

Produits Petroliers Marseille, pour compte de Eastern Enterprises 
Company Colombo Ceylon.

Nous avons assiste de 8 A12 Janvier 1951 a I'embarquement d'un 
lot de 45,000 (quarante cinq mille) futs de lubrifiants divers, 
marques EEC No. 1 a No. 45,000, sur s/s " SAGA " de nationalite 
suedoise, jauge brut 6687 tonnes et net 3484 tonnes dont le Port 
d'attache est Gothenbourg (Suede), depetaine Commandant 
Mr. GUBORG LARSEN, se trouvant au moment de chargement 
amarre au Poste No. 3 (Mole Gourret) du port de Marseille Joliette.

La mise a bord aete effectuee commesuit:
Cale No.
Faux Pont No. 1 : 
Cale No. 2: 
Cale No. 2 : 

Cale No. 2 : 
Faux Pont: 
Cale No. 3 : 
Cale No. 3 : 
Cale No. 3 : 
Cale No. 3 : 
Cale No. 3 : 
Faux Pont No. 3 : 
Cale No. 4 :

4500 futs marques EEC No. 40501 a No. 45000 
1200 futs marques EEC No. 1 a No. 1200 
1800 futs marques EEC No. 1201 a No. 3000 
3000 futs marques EEC No. 3001 a, No. 6000 
3000 futs marques EEC No. 6001 a No. 9000 
3000 futs marques EEC No. 9001 a No. 12000 
1500 futs marques EEC No. 12001 a No. 13500 
1500 futs marques EEC No. 13501 a No. 15000 
1500 futs marques EEC No. 15001 a No. 16500 
1500 futs marques EEC No. 39001 a No. 40500 
1500 futs marques EEC No. 31501 a No. 33000 
3000 futs marques EEC No. 16501 a No. 19500 
4500 futs marques EEC No. 19501 a No. 24000

10

20

30



Gale No. 4 : 
Cale No. 4 : 
Faux Pont No. 4 : 
Cale No. 5 : 
Cale No. 5 : 
Faux Pont No. 5 :

1000 futs marques EEC No. 
1000 futs marques EEC No. 
4000 futs marques EEC No. 
1500 futs marques EEC No. 
4500 futs marques EEC No. 
1500 futs marques EEC No.

24001 a No. 25000 
25001 a No. 26000 
26001 a No. 30000 
30001 a No. 31500 
33001 a No. 37500 
37501 a No. 39000

Total 45000 futs (quarante cinq mille futs)

LLOYD'S SURVEYORS

(Sgd.)   

10 True Copy
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Review.

Exhibits.

A 39. 
Lloyd's 
Eeport. 
12.1.61, 
 contd.

Survey

A 42

Certificate of Sailing from the Officer of the Port of Marseilles 

FONTS ET CHA USSES

DEPARTMENT
DES 

BO UCHES-D U-RHONE
20 SER VICE MA RITIME

J. COUTEAUD 
Ingenieur En Chef 

Directeur Du Port Marseille,

BUREAU DES MOUVEMENTS

A 42 
MARSEILLE, LE 13 Janvier 1951.

(Hotel Des Services Publics-Quai De La Joliette) 
Telephone : Colbert 69-30 (4 Lignes)

CERTIFTCAT D'ESC ALE DANS LE PORT 
30 DE MARSEILLE

Je soussigne Paul TAMBURINI, Officier de Port, Charge des 
Mouvements de Navires dans le Port de Marseille declare que le 
vapeur SAGA, battant pavilion Suedois, consigne a la Maison 
SOFUS ELTVEDT, est entre dans le Port le Mardi 2 Janvier 1951

A 42.
Certificate of 
Sailing from 
the Officer 
of the Port 
of Marseilles. 
13.1.51.
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Exhibits.

A 42.

Certificate of 
Sailing from 
the Officer 
of the Port 
of Marseilles. 
13.1.61. 
 contd.

A U.
Analyst Keport 
re Oil. 
11.1.51.

a6h. 30 et a appareille le Vendredi 12 Janvier a 20.30 a desti 
nation de TSINGTAO (Chine).

En foi de quoi je dclivre le present certificat por valoir et servir 
ce que de droit.

Marseille le 13 Janvier 1951.

True Copy 
(Sgd.) Illegible. 

27.8.53.
Clerk to the Board of Review.

Sgd/...............
Officer de Port.

10

A 44 

Analyst Report re Oil

LABORATOIRE D - ANALYSES & DE SYNTHESES 
1. Rue Sainte Marseille

A. Leroy et ses Fils
Licencies es sciences 

Diplomes de la Monnaie (Paris) 
Anciens Eleves De L' institute Pasteur De Paris 
Chimistes Experts Pres Les Tribunaux 
TELEPHONE: DRAGON 99.91

A 44.
Marseille le 11 Janvier 1951.

20

Designation du produit: Huile Minerale pour moteur, "red engine 
Oil". Remis le 8 Janvier 1951 preleve par : NOUS MEMES s/o de 
S. M. P. P. Marseille Marques ou cachets: p/comptede 
Eastern Enterprise Co Preleve sur Un lot de 3,000 (Trois mi lie) 
futs; marques EEC No. 1 a 3000 Entreposes au Poste No. 3 Mole 
Gourret, Marseille Joliette.

INDICE DE VISCOSITE SAYBOLT : a 100 FO............ 750
TEINTE: "CARNEA" .......................................... 51 30

Cou le 7 JAN, 1951 
Rep No. 36296

True Copy
(Sgd.) Illegible,

27.8.53
Clerk to the Board of Review.

A. LEROY & FILS 
Lerov
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£^ 4(5 Exhibits:

-9- - A ^g

Telegram from Hongkong to Cyril Gardiner Telegram from
Hongkong to 

A. 45. 12 March; 1951. Cyril.Gardner'.
i i ' ' ' 1(2.0.51,

CABLE AND WIRELESS LIMITED. 
VIA IMPERIAL

USUS 9 HONGKONG 26 12 1810-CYRIL GARDINER CARE
REGAL COLOMBO-SWEDISH EAST ASIA COMPANY
SWEDEN AND THEIR AGENT HERE GILMAN COMPANY
HAVE NO KNOWLEDGE OF SHIP STOP PLEASE TELE-

1Q GRAPH
OPERATORS NAME* 

TT US9*

True Copy 
(Sgd.) Illegible,

27.8.53.

Clerk to the Board of Review 
(Income Tax.)

A 46
A 46.

Telegram to Allenpih Hongkong ,
A. 46. Hongkong.

CEYLON-TELEGRAPHS
20 To. Name : ALLENPIH, 

Address:* HONGKONG.

AS INSTRUCTED ALREADY 1827 5223 CHEN CARE 34127 
NOT REPEAT NOT 5215Y" 2601112760ER WHICH WILL NOT 
REPEAT NOT BE 2622 ED STOP YOUR INFORMATION 
NON-UNDERSTANDABLE NOTHING WHATSOEVER 
KNOWN HERE SUGGEST CONTACT SUPPLIER REFER 
TERMS BUYERS CONTRACT.

True Copy
(Sgd.) Illegible, 

30 27.8.53.
Clerk to the Board of Review 

(Income Tax.)
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Exhibits.

A 47.
Telegram from 
Hongkong to 
Zephyr, 
Colombo. 
21.3.51.

A 48.
Telegram from 
E. Savunclara- 
nayagam to 
Allenpih, 
Hongkong. 
21.3.S1.

A 47
Telegram from Hongkong to Zephyr, Colombo.

A. 47. 
CABLE AND WIRELESS LIMITED

US 53 HONGKONG 97/96 21 1310 ZEPHYR COLOMBO
24214 33152 4223 THIRTEENTH CANNOT 3136128225 23652 

28960 6354 SUPPLIER 24214 TERMS BUYER 6419 UNI- 
QUOTE 21812 10074 28553 2025 10355 2025 BUYER IS CON 
CERNED 33117 NOT 19852 DRAWER 19713 8766 4158 1329 
THE SUPPLIER 28553 33117 18722 12051 11526 FACTS ASTO 
13622 26751 19116 SAILED 11461 MARSEILLE-50 19818 TWEL- 
VETH 15052 2025 WAS CONFIRMED 4251 22152 2255 1521 
SHIPPING 5952 28553 19224 31554 30415 21760 13267 1521 26266 
1845 28553 960 33117 30415 15859 33152 CARDS 19818 THE 
29424 28553 32413 15551 19251 4425 11960 2358 32818 511 7020 
7465 19713 30123 27114 F 1GS CKD*

True Copy
(Sgd.) Illegible,

27.8.53.
Clerk to the Board of Review 

(Income Tax).

A 48 
Telegram from E. SaYundaranayagam to Allenpih, Hongkong.

A. 48.
ALLENPIH, 
HONGKONG

WE TAKE GREAT EXCEPTION YOUR CABLE TWENTY 
FIRST AND INSIST YOU IMMEDIATELY WITHDRAW 
YOUR INSULTING REMARKS REFERENCE 7020 7465 
STOP YOUR REDICULOUS STATEMENT THAT 26751 19116 
SAILED ETC NOT UNDERSTOOD IN VIEW 22152 2255 CON 
FIRMATION STOP YOUR CRYPTIC REFERENCES TO 
HIDE AND SEEK AND CARDS ON TABLE ETC AND FINAL 
SENTENCE CONSIDERED ABSOLUTE IMPERTINENCE 
OBVIOUSLY DUE SOME ABERRATION YOUR END STOP 
YOUR SENTENCE QUOTE 2025 10355 2025 BUYER IS CON 
CERNED 33117 ARE NOT 19852 DRAWER 19713 8766 4158 
1329 THE SUPPLIER UNQUOTE CONSIDERED REDI 
CULOUS REFER CONTRACT CLAUSE 2D. STOP YOU 
WOULD APPEAR ATTEMPTING MAKE US SCAPEGOATS 
COVER SOME IRREGULARITY YOUR END.

Sgd.
Parsons Road, 

Colombo 2, 
March 21, 1951.

10
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40



69 Exhibits.

A I'J.
A 49 Telegram from

Tientsin to
Telegram from Tientsin to B. Savundaranayagam B 

Zephyr, Colombo.
Colombo. 

A. 49. 30.3.51.

CEYLON TELEGRAPHS Address: No. 
TELEGRAM.

EMIL SAVUNDRANAYAGAM (ZEPHYR) 
COLOMBO.

XF OE 52 TIENSTSIN 29 PCS 2^
10 "YOURrDOCITMENTS DATED 15TH JANUARY COVER 

[NG-45000 DRUMS BUBRICAMAVS RECEIVED THROUGH.
UNION BANK ZURICH ADVISE WHEN SHIPMENT 
ARRIVE REPLY CABLE ADDRESS 3432 TIENTSIN- 
HWASHIH.

N 31 CG CT 15 45000 3432 52 HWASHIH. 
True Copy 

(Sgd.) Illegible, 
27.8.53.

('Jerk to the Board of Review. 
20 (Income Tax).

A B/I Telegram from 
0" K. Havundara-

Telegram from E. Savundaranayagam to Hwa Shih Co. H«a B shih°co.
& . _ 30.3,51.

A. jO.
CEYLON TELEGRAPHS

3432, CEYLON TELEGRAPHS
To: Name: HWA SHIH CO. 

Address : Tientsin.

NOTHING KNOWN HERE SORRY.
EASTERN ENTERPRISES COMPANY.

30 Sgd/- 
Signature 
and address
of Sender 8, Parsons Road, Colombo 2. 30/3/51.

CHINA.
COUNTRY OF DESTINATION : 

True Copy 
(Sgd.) Illegible,

27.8.53. 
Clerk to the Board of Review

(Income Tax).
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Exhibits.

A 51.
Telegram from 
Tientsin to 
E. Savundara- 
nayagam. 
81.3,51,

A 52.
Telegram from 
Tientsin to 
Zephyr, 
Colombo. 
2.4.51.

A 51
Telegram from Tientsin to E. Savundaranayagam

URGENT

CEYLON TELEGRAPHS, A. 51. 
TELEGRAM, No. 144.

Address :
Urgent EMIL SAVUNDRANAYAGAM 

ZEPHYR COLOMBO. 
XXF SC 46 TIENTSIN 30 OCS 19

WE ARE BUYER PLEASE PROCEED CALCUTTA FOR 
DISCUSSION CABLE 3432 TIENTSIN WHEN HWASHIH 
COMPANY-

LN 31 Ct 3432 46 ZEPHYR HWASHIH, 
True Copy

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review 
(Income Tax),

A 52 
Telegram from Tientsin to Zephyr, Colombo.

CABLE AND WIRELESS LIMITED. 
VIA IMPERIAL.

KS 3 URGENT TIENTSIN 35/33 2 1228.
URGENT ZEPHYR COLOMBO. 

20

A/52.

YOUR 30TH RECEIVED DID YOU SUPERVISE LOADING 
STOP DID YOU RECEIVE CASH OF CREDIT 2581 FROM 
HONGKONG STOP REYUTEL TO HONGKONG CONTRACT 
CLAUSE 2D MEANING NOT CLEAR PLEASE EXPLAIN.

HWASHIH* 30th 2581 2D*. 30

N. B. All enquiries regarding this Telegram should be made to 
the Government Telegraph Department. No enquiry can 
be attended to without production of this copy.

True Copy
(Sgd.) Illegible, 
27,8.53.

Clerk to the Board of Review. 
(Inconie Tax.)
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A 53
Telegram from E. Savundaranayagam to Hwa

Lt. 3432,
1MV ASH1II,

Shih Co,
A. 53 .

TIENTSIN
WE
YOU
us
CREDIT
REFERENCE
CLAUSE
OCTOBER
CONDITIONS

DID
DID
SEE
258]
CONTRACT
2D
STOP
ON

NOT
NOT

CORRESPONDENCE
NOT
C'LAVSE
YOUR

CORRESPONDENCE
WHICH

AS BENEFICIARIES U.VDEK
YOU
NO
EITHER

NAMELY
STAGE
FOR

IN CIRCVMSTA-NU'
CONCERNED
YOU
THEM
SELECTED
US
SITUATION
ANY
OBJECTION
YOU

MATTER
HAVE
UP
AND
STOP
WE
FURTHER
MEET-
SO

THAT
THE
SHIPMENT

;s AS
FULLY
ANY
WITH
DO
REGRET
UNPREPARED

TELEGRAPHICALLY

SUPERVISE
REQUIRE
STOP
UNDERSTOOD
2D
LETTER
CLEARLY
WE
CREDIT
WE
SUPPLIERS
OR
FAR
CLOSED
QUERIES
THE
NOT
DUE
CORRESPOND
BUT

YOUR REPRESENTAT1V
DESIRE

LOADING
THIS
YOUR
STOP
OBVIOUSLY
DATED
DEFINES
AGREED
TO
WERE
AND/OR
NEGOTIATION
AS
STOP

SUPPLIERS
TRY

AS
OF
REFERENCE
OUR
REFERS
2:>
TERMS
ACT
ACCOMMODATE
AT
PRINCIPALS
STOP
WE
IF
TAKE
you
INVOLVE

INTERNATIONAL POL1TK 'AL
WITH
HAVK

E COLOMBO

(Sir,

8,

YOU
NO
IF

1.) ————————— ,
Parsons Road, 
Colombo 2. 

2, April, 1051.
True Copy 

(Sgd.) Illegible, 
27.8.53.

CJerk to the Board of Review 
(Income Tax).

A 5*
Telegram from Tientsin to Zephyr, Colombo

A 54.
CABLE AND WIRELESS LIMITED 

40 VIA IMPERIAL.
Ks 31 TIENTSIN 46/44 4 1246—

ZEPHYR COLOMBO—
REYUTEL 2ND WE STILL DONOT UNDERSTAND CON 

TRACT CLAUSE2-D STOP WE DIDNOT SELECT SUP 
PLIER YOU ARE CONSIDERED SUPPLIER OF 45000 
DRUMS LUBRICANTS STOP ADVISE TO WHOM CREDITS 
OF 2580 AND 2581 PAID IF THERE IS ANOTHER SUPPLIER 
MENTIONED IN YOUR TELEGRAM-HWASHIH *

Exhibits

Telegram from 
E. Savundara 
nayagam to 
Hwa Shib. Co.

A 51.
Telegram from 
Tientsin to 
Zephyr, 
Colombo, 
1.1.51.

True Copy 
(Sgd.) Illegible,

27.8.53.
Clerk to the Board of Review 

(Income Tax).



Exhibits.

A 55 t Telegram
Telegram from ° 
B, Savundara- j_,x 3432, 
nayagam to 
Hwa Shih Co. 
5.4.51.

YOUR
NOT
YOU
CLEARLY
ACCORDANCE
MEDITEHRANNEENE
CASH
LESS
I
KNOW
ATTEMPTING
OUTRAGEOUS
CONFIRMED
NOW
AS

72

A 55 
from E. Savundaranayagam to Hwa Shih Co.

A 55 

HWASIIIII

INABILITY
OUR
STOP
SELECT
THIS
DE

AGAINST
AGENCY
STOP
NOTHING
MAKE
AND
ARRANGEMENTS
FULLY
WE

TIENTSIN
UNDERSTAND
BUSINESS
IN
SUPPLIER
CLAUSE
PRODUITS
DOCUMENTS
REMUNDERATION
ABOUT
WHATEVER
OUT
UTTERLY

TO
FINALLY
CONCERNED

YOUR
REGRET
CLAUSE
AND
SUPPLIER
PETROLIERS
VALUE
AS
CREDIT
STOP
WE
NONSENSICAL
CONTRARY
DEFINITELY

OWN DECISIONS
CANNOT HELP
2C YOU
IN EXACT
NAMELY SOCIETE
WAS PAID
CREDIT 2580
OUTLINED CLAUSE
2581 WE
YOUR NOW
SUPPLIER ABSOLUTELY
IN VIEW
STOP MATTER
CLOSED FAR

/a~.i \

10

20

Country of Dest: CHINA.
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review 
(Income Tax).

8, Parsons Road, Colombo 2. 
5.4.51.

A 56.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
7,4.51.

A 56 
Letter from Hwa Shih Co. to Eastern Enterprises Co.

HWA SHIH CO., A. 56. 
TIENTSIN. 7th April 1951.

Messrs. Eastern Enterprises Company,
No. 8, Parsons Road,
Colombo,
Attention of Emil Savundranayagam, Esquire.
Gentlemen,

We have sent you cables as follows: —
Ours of 2,9th March, 1951: "Your documents dated 15th January 

covering 45,000 drums lubricants received through Union Bank 
Zurich, advise when shipment arrive early reply cable address 3432 
Tientsin".

Yours of 30th March, 1951: "Nothing known here sorry".
Ours of 30th March, 1951: "We are buyer please proceed 

Calcutta for discussion cable 3432 Tientsin when",

30

40
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Ours of 2nd April, 1951: "Your 30th received did you supervise 
loading stop did you receive cash of credit 2581 from Hongkong 
stop reyutel to Hongkong contract clause 2D meaning not clear 
please explain".

Yours of 2nd April, 1951: "We did not supervise loading as you 
did not require this of us see correspondence stop your reference 
credit 2581 not understood stop Our reference clause 2D obviously 
refers clause 2D your letter dated 23 October stop correspondence 
clearly defines terms conditions on which we agreed act as bene- 

10 ficiaries under credit to accommodate you namely that we were at 
no stage the suppliers and/or principals either for shipment 
or negotiation stop in circumstances as far as we concerned matter 
fully closed stop if you have any queries take them with the 
suppliers you selected and do not try involve us stop regret due 
international political situation we unprepared correspond with 
you any further telegraphically but have no objection meet your 
representative Colombo if you so desire ".

Ours of 4th April, 1951: "Reyutel 2nd we still do not under 
stand contract clause 2D we did not select supplier you are con- 

20 sidered supplier of 45,000 drums lubricants stop advise whom 
credits of 2580 and 2581 paid if there is another supplier mentioned 
in your telegram ''.

Yours of 5th April, 1951: "Your inability understand your own 
decisions not our business regret cannot help you stop in clause 2C 
you clearly select supplier and in exact accordance this clause sup 
plier namely Sociate Mediterranneene De Produits Petroliers was 
paid cash against documents value credit 2580 less agency remune 
ration as outlined clause 1 stop about credit 2581 we know nothing 
whatever stop your now attempting make out we supplier absolutely 

30 outrageous and utterly nonsensical in view confirmed arrangements 
to contrary stop matter now fully finally definitely closed far as we 
concerned".

We cannot possibly understand what this means. You must surely 
know that when we established credit to you and for such a large 
amount, we did not even think for a minute of you except as the 
supplier. We made the credit divisible transferable to help you meet 
the financial commitments necessary before making this shipment, 
but as our contract clearly shows it is you who are responsible for 
everything connected with the credit. You refer to clause 2C and 

40 clause 2D which we quote below for your inspection :
2 (c) We suggest that you approach in a very discreet manner one 

of the undernoted organizations whom we have reasons to believe 
will not be averse to helping you obtain supplies to China.

Societe Mediterranneene de Produits Petroliers—-
Marseilles.

Petrole France—Paris.
Association of Independent Oil Companies —Teheran, 
Anglo-Iranian Oil Company—London.

Exhibits.

A 56.
Letter from 
H\va Shih C'o, 
to Eastern 
Enterprises Co. 
7.4.51. 
—contd.
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Exhibits. g. (d) You shall have the right to select any of the companies
A 56. mentioned in the above paragraph or any other at your sole un-
£ettei'0 ,fr°nV, questioned discretion.
Hwa Shih Co. ^ ,Tr , , , , . .. , ,to Eastern We cannot understand how this can possibly remove the responsi- 
Enterpnses Co. hility or the obligation from you. It is merely our suggestion and 

our authority to you to do exactly as you wish that you now wish to 
turn to relieve you of your responsibility. Which is ridiculous.

We beg to point out that we have received information from our 
bank, from the Controller of the Port of Marseille, from the Gilman 
Company who are the agents for Svenska Ostasiatiska Kompaniet, 10 
and the Winter Company who are the other agents for same, that 
there is no " Saga " with even the carrying capabilities of the cargo 
under the bill of lading negotiated under our credit advice of pay 
ment No. 2580 Tientsin, to Union Bank Switzerland. THE BILL 
OF LADING IS FORGED. We have these days received by cables 
many reports among others (1) Gellatly Hankey Lloyds Surveyors 
that they never surveyed any cargo for your account (2) Sofus Eltyedt 
of Marseille that they have never sworn any affidavit regarding the 
" Saga " of 9,000 tons which does not exist (3) About Leroy and 
Fils of Marseille who know nothing (4) From the Bureau Des 20 
Movements Marseille that no certificate of sailing was issued 
(5) From Eagle Star Insurance Company that the insurance policy 
was never issued by them (6) From the Controle Des Licences, 
Office Des Changes, Marseille, that licence was never issued to 
export libricants to Tsingatao and No. 3516055 licence number is 
not recorded in the office.

It is clear that we have been swindled and it is clear also that for 
you to try to shirk and say it is not your responsibility, it is you 
who are utterly nonsensical and not us. We now formally lodge our 
claim against you for the value of our credit which has been issued 30 
by you and we demand immediately reimbursement of f 1,230,000 to 
be delivered to our account at the Union Bank of Switzerland, 
Zurich, within 14 days of today failing which we will proceed to 
take civil and criminal action for our repayment. You have been told 
by our Hongkong office by cable on 21st March, 1951, " Refer your 
cable 13th cannot understand quote suggest contact supplier refer 
term buyer contract unquote please explain stop as far as buyer is 
concerned you are not only drawer of draft but also the supplier 
stop you must give full facts as to how ship never sailed from Mar 
seille on 12th January as was confirmed by port authority and ship - 40 
ing company stop no use to play hide and seek any more stop advise 
you to lay your cards on the table stop we know nobody can get 
away with a crooked deal of this size " and we again beg to point 
out that nobody can get away with a crooked deal of this size.

We are informing the International Intelligence Bureau about 
your Mr. Emil Savundaranayagam who has cheated us. It is useless 
to try and say that you know nothing because all the time from 
Switzerland he telephoned to us in Hongkong giving daily advice
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10
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30

40

how the ship was loading and how the negotiation proceeded. We 
must again warn you to expect the worst if you do not pay back to 
us at once what you have STOLE X.

Our investigating Director Mr. En Teh Chow is coming to meet 
you immediately to find out the details you offer to give us in your 
cables. We beg you to contact your immigration authorities and help 
us and yourself by expediting the visa for Ceylon.

We are, Gentlemen,

True Copy
(Sgd.) Illegible,

27.8.53.
Clerk to the Board of Review 

(Income Tax),

Very truly yours.
HWA SHIH CO., 

(Sgd.) C. Y. Fang, 
GNERAL DIRECTOR.

A 37 
Letter from Eastern Enterprises Co. to Hwa Shih Co.

A. 57.
25th April, 1951. 

Messrs. Hwa Shih Co., 
Tiensin, China.

Dear Sirs,—Keference your letter of 7th April 1951, which we 
have just received, we have nothing further to add to our cables. 
We were not dealers in Petroleum Products and we told your 
Representative that if we undertook to try to effect supply you 
should clearly understand that you had to take the risks which this 
sort of business entailed.

We contacted the Societe Mediterranneenne De Produits Petro- 
liers and they agreed to effect the shipment on a c.i.f. basis. They 
were paid cash against documents immediately these were accepted 
by the Union Bank of Switzerland, Zurich. The balance left to us 
after paying the Societe Mediterranneenne De Produits Petroliers 
was a comparatively negligible amount and this is now in Ceylon, 
But even of this, the Ceylon Government has now taken possession 
of the greater part, on the basis of Income Tax payable on this tran 
saction. What little we have left is not even a small percentage of 
your claim, and it is surely obvious to you in turn that it is not 
possible to squeeze blood out of a stone.

We suggest that you treat this as a gamble which you took and 
lost or alternatively take it out of the hide of the bankers whose 
negligence has caused you this great loss, and us, so much unneces 
sary worry,

Exhibits.

A 56.
Letter from 
H\\ a Shih Co. 
to Eastern 
Enterprises Co. 
7.4.51. 
—contd.

A 57.
Letter from 
Eastern Enter 
prises Co. to 
H\va Shih Co. 
•JS.4.51.
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Exhibits.

A 57.
Letter from 
Eastern Enter 
prises Co. to 
Hwa Shin Co. 
24.5.51. 
—contd.

A 58.
Letter from 
Department of 
Immigration 
and Emigration 
to E. Savunda- 
ranayagam. 
10.5,51,

As we have indicated in our cable of 5th April, 1951, this matter 
is definitely closed as far as we are concerned.

Yours faithfully, 
for EASTERN ENTERPRISES CO.,

True Copy
(Sgd.) Illegible,

27.8.53.
Clerk to the Board of Review 

(Income Tax).

A 58
Letter from Department of Immigration & Emigration to 

E. Savundaranayagam
DEPARTMENT OF IMMIGRATION AND EMIGRATION

CEYLON.
A. 58.

TELEGRAMS " PASSPORTS ", 
P. 0. Box 514,

Galle Buck,
Colombo 1, 10th May. 1951. 

Kef.; No. V/4 (13) 51.
Sirs,—I have the -honour to inform you that one Chowonteh, a 

Chinese national has applied for a visa for Ceylon and cited you 
local referee. The following particulars are required to consider his 
application: —

(1) Name in full:—————.
(2) Date and place of birth:—————.
(3) Passport particulars:—————.
(4) Permanent occupation and address.————.

I shall be glad if you will furnish me with these particulars.
I am, Sir,

Your obedient servant, 
(Sgd.)

for Controller of Immigra 
tion and Emigration. 

Mr. Emil Savundranayagam 
C/o Eastern Enterprises Co., 

8, Parsons Road, Colombo.
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review 
(Income Tax),

10

20
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40
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A 59

Letter from E. Savundaranayagam to Controller of Immigration
and Emigration

A 59. 
14th May. 1951.

The Controller of Immigration and Emigration, 
Department of Imigration and Emigration, 

Galle Buck,
Colombo 1. 

Dear Sir,
With reference to your letter No. V/4 (13) 51 dated 10th May, 

1951, I regret to have to inform you that the only particulars I can 
give you are that his full name is En Teh Chow.

I regret I have no information whatsoever regarding the rest of 
t.he particulars you have requested me to furnish.

Please address any further correspondence in this connection to 
me at the above address.

Yours faithfully,

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Eeview 

(Income Tax).

Exhibits.

A 59.
Letter from 
E. Savundara- 
nayagam to 
Controller of 
Immigration 
and Emigration. 
14.5.51.

A 60 
Letter from Hwa Shih Co. to E. Savundaranayagam

A 60
10th May, 1951.

HWA SHIH CO. 
30 TIENTSIN

Emil Savundranayagam Esquire, 
Director Messrs Eastern Enterprises Co., 

No. 8, Parsons Road,
Colombo. 

Dear Sirs,
We beg to inform you that it is useless to now try to put others

into blame, we have received informations that you are not as
innocent as you wish to be. We have received informations that

A 60.
Letter from 
Hwa Shih 
Co. to
E. Savundara 
nayagam. 
10.5.51.
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Exhibits.

A 60.
Letter from.
Hwa Shih Co:
to E. Savundra-
nayagam.
10.5.51,
—contd.

after your arrival in your country when you had finished swindling 
us in Switzerland, you and your company was richer by $ 400 ; 000. 
So in any case you have third of the total value of the credit you 
swindled us. We must warn you again that if your company does 
not pay us at once the amount you have swindled us f 1,230,000 we 
will take action for reimbursement and charge you yourself for 
criminally cheating us. Also we will take against you the personal 
action which we have already taken against your friend and 
accomplice, our former foreign representative, who begs to inform 
you that the sooner you pay it will be better for him-

You will not realize who you are playing with. Please we beg 
of you you do not force us to take active harmful steps which you 
can avoid only by paying back what you cheated us.

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Review 

(Income Tax).
HWA SHIH CO.,
(Sgd.) C. Y. Fang. 

General Director.

10

20

A 61.
Letter from 
B. Savundara- 
nayagam to 
Hwa Shih Co. 
1.6.51.

A 61 
Letter from E. Savundaranayagam to Hwa Shih Co.

A. 61. 
June 1, 1951.

HWA SHIH CO., 
TIENTSIN.

Dear Sirs,
Reference vour letter of May 10, your veiled hints are no use in 

a country such as ours where law and order prevails, and the under 
signed advises you to forget these ideas as fast as you can if you ever 
intend to have your representative come here for discussion.

It is just not possible to pay you back the value of the Letter of 
Credit. It just cannot be done because we do not have the money 
to do so. We admit there is some justification for your claim in- 
as much as you have paid our f 1,230.000 and got nothing in 
return. But, as we told you in our last letter, you cannot squeeze

30
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blood out of a stone. We are quite prepared to settle with you a E ^»blts - 
lower figure which will represent what we have left after having A ei. 
made certain payments which cannot be recalled either because the Letter from 
parties cannot or will not refund. But even this will have to wait
until we have effected the release of the greater part of the money shih CD. 
which now lies with the Ceylon Government to meet their Income -L^niti 
Tax claims; immediately we have this money released, we will 
revert to these discussions.

Yours faithfully, 
10 for EASTERN ENTERPRISES CO.,

(Sgd.)
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review 
(Income Tax).

A 62 
Cable from Hongkong to Zephyr, Colombo. ( , al ê from

A flo Hongkong to 
. <OZ. Zephyr,

20 CABLE AND WIRELESS LIMITED. iS.0 '
US 19 HONGKONG 70/68 18 2012— 
LT — Zephyr Colombo—

HAVE JUST LEARNED THAT BUYERS HAVE ENGAGED 
HEAD OF FOREMOST 16963 FIRM HERE TO 23727 
COLOMBO IF CHOWS 33011 BECOMING UNAVAILABLE 
WITHIN TWO WEEKS STOP ALSO LEARNED CHOW 
VERY ANXIOUS TO SETTLE THE ISSUE TO BOTH 
PARTIES SATISFACTION AND TO SEE IF YOU CAN 
MAKE UP BY 301131 NG OTHER 5657 FOR 27751 MENT 

30 FROM OR 31755 THROUGH YOUR 7757 STOP HAVE YOU 
CONTACTED.

YOUR IMMIGRATION OFFICE *.

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Review 

(Income Tax).



Exhibits.

A 63.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
18.6.51.

80

A 63
Letter from Hwa Shih Co. to Eastern Enterprises Co, 

HWA SHIH CO.3
TIENTSIN.

A 63 
18 June 1951.

Messrs. Eastern Enterprises Company, 
No. 8. Parsons Road, 

Colombo, Ceylon.

Gentlemen, 10
Without altering our rights to our claims for f 1,230,000.00 we 

beg to request you to inform us how much you are prepared to 
pay and how soon you will pay. " A rice grain to a starving man 
is better than the rice bowl next day ".

We are Gentlemen,

True Copy
(Sgd.) Illegible, Very truly vours, 

27.8.53. HWA SHIH CO.,
Clerk to the Board of Review, (Sgd.) C. Y Fang, 20 

(Income Tax). General Director.

A 64.
Letter from 
Eastern Enter, 
prises Co. to 
Hwa Shih Co. 
4.7.51.

A 64 
Letter from Eastern Enterprises Co. to Hwa Shih Co.

A. 64. 
Jul 4. 1951.

HWA SHIH CO., 
TIENTSIN.

WITHOUT PREJUDICE
Dear Sirs,

With reference to the first part of your query, it might be pos 
sible to settle this issue fully and finally on the payment of

30
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Rs. 1,000,000. As to when this can be paid that question can only Exhibits 
be gone into after the moneys now with the Ceylon Government ~ 
have been released.

Yours faithfully, 
for EASTERN ENTERPRISES CO.

(Sgd.)
True Copy 

(Sgd.) Illegible, 
27.8.53.

10 Clerk to the Board of Review, 
(Income Tax).

Letter from 
Eastern Enter 
prises Co. to 
Hwa Shih Co. 
4.7.51. 
—contd.

20

30

A 65 
Letter from Hwa Shih Co. to Eastern Enterprises Co.

A. 65. 
18th July, 1951.

HWA SHIH CO., TIENTSIN,
Eastern Enterprises Company, 

Colombo.
Gentlemen,

Rs. One million is less than one-fifth of the amount we have lost 
due to you, and while we will not discuss how the loss was caused 
we will not consider any compromise less than f 400,000 which we 
definitely know you gained from this transaction. If you do not 
wish to be reasonable then you must expect the worse.

We again humbly beg you for your own sakes to settle this matter 
amicably by paying us at least this f 400,000 which we know that 
you now have, a part of what you cheated us.

We are, Gentlemen,
Very truly yours,

HWA SHIH COMPANY, TIENTSIN, 
(Sgd.) Herbert Liu. Manager.

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Review, 

(Income Tax).

A 65.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
18.7,51.
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A 66 
Letter from Eastern Enterprises Co. to Hwa Shih Co.

A. 66.
31st July, 1951, 

Messrs. Hwa Shih Co.,
Tientsin.

WITHOUT PREJUDICE
Dear Sirs,

.WE have nothing further to add to our letter of 2.7.51, except 
to state that in any case any question of settlement can be discussed 10 
only after the money now with the Ceylon Government has been 
released, and we shall revert to you as soon as this has been done.

Yours faithfully, 
for EASTEEN ENTERPRISES CO.,

l(Sgd.) 
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review
(Income Tax)]. 20

A 67.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
15.9.51.

A 67 

Letter from Hwa Shih Co. to Eastern Enterprises Co.

A. 67. 
15 September, 1951.

HWA SHIH CO., 
TIENTSIN.

Eastern Enterprises Company, 
No. 8, Parsons Road, 

Colombo, Ceylon, 
Attention Chairmjan.

Dear Sirs,
We have not heard from you since some weeks, and we wish to 

know what has happened. We entreat you not to play hide and 
seek. It is not possible. It will only postpone and not prevent

30
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what must happen in the end. We have already instructed Hong- 
kong to proceed to Ceylon and this will be done unless you make 
payment at once.

Yours faithfully, 
HWA SHIH CO.,
(Sgd.) C. Y. Fang, 
General Director. 

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Review, 

(Income Tax).

Letter from Eastern Enterprises Co. to Hwa Shih Go.
A. 68.

2nd October, 1951. 
Messrs. Hwa Shih Co., 

Tientsin.
Dear Sirs,

Nothing has happened as yet regarding the release of the money 
by the Ceylon Government. You can check the accuracy of this 
if you wish through your diplomatic channels.

We are pressing the Ceylon Government to release the money 
immediately whereafter we can discuss the settlement question 
with you on a more realistic basis.

Yours faithfully, 
for EASTERN ENTERPRISES CO.,

(Sgd.) 
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Review 
(Income Tax).

No. 69
Letter from Eastern Enterprises Co. to Hwa Shih Co.

A. 69.
October 25, 1951. 

HWA SHIH CO., 
TIENTSIN.

40 Dear Sirs,
We enclose herewith copy of the letter sent today by our 

Mr. Savundranayagam to the Ceylon Income Tax Department

Exhibits.
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to Eastern 
Enterprises Co. 
15.9.51. 
—contd.
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Exhibits.

A 69.
Letter from 
Eastern Enter 
prises Co. to 
Hwa Shih Co. 
25.10.51. 
—contd.

A 70.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
10.11.61.

requesting that the money should be released at once, and immedi 
ately we have their answer we shall let you know.

Yours faithfully, 
for EASTEEN ENTEEPEISES CO.,

(Sgd.) 
True Copy 

(Sgd.) Illegible, 
27.8.53.

Clerk to the Board of Eeview 
(Income Tax). 10

A 70 
Letter from Hwa Shih Co. to Eastern Enterprises Go.

A. 70.
10 November, 1951.

HWA SHIH CO., 
TIENTSIN.

Eastern Enterprises Company,
Attention Emil Savundranayagam Esquire,

Colombo.
Dear Sirs,

Your letters have been interesting but they are of no use. You 
have cheated us and you are dodging round and round and will not 
return even what you have. You have not given us reason to trust 
you in the past. On the contrary, you cannot expect us to trust 
you now. Pay us at once the f 400,000 which you have, and we 
can then consider what to do about the balance $ 830,000. But 
if you delay there is nothing for us to do except to take action we 
waited for so long, because of your promises that you will settle.

We await the news of transfer to our account either at the Union 
Bank of Switzerland or Credit Suisse immediately.

Yours faithfully, 
HWA SHIH CO.,

20

30

True Copy 
(Sgd.) Illegible, 

27.8.53.
Clerk to the Board of Eeview 

(Income Tax).

(Sgd.) C. Y. Fang, 
General Director.
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A
Extract from Lloyd

EXTRACT FROM LLOYD

1950-51

No. in 
Book

74788

7478B 
10

74790

74791

74792 

74793
74794

20 74795
74796

71
's Shipping Register
'S REGISTER— 1950-51 

A. 71.

Lloyd's Register

Steamer's Name

SAFIYEB

SAGA

SAGA

SAGA

SAGA 

SAGA
SAGA MARU

SAGA MARU
SAGACITY

Registered. 
Tonnage

176 

6458

1133

028

204 

186
2167

349
943

Owners

Rafldain Oil Co., Ltd.

Rederiktieb Svenska 
Lloyd

Rederi A/B Aegir

Det Forenede 
Dampskibs Selsk

Asta Hedberg 

W. L. Wennerberg

Sankokisen K. K.

Nippon Suisan K. K.

F. T. Everard & Sons 
Ltd.

SAF— SAG.

Port of Registry

London 
British 
Gothenburg 
Swedish

Stockholm 
Swedish

Aarhus Danish

Gravarne 
Swedish 
Ven Swedish

Amagasaki 
Japanese

Tokyo Japanese

London 
British

Exhibits.

A 71. 
Extract from 
Lloyd's 
Shipping 
Register. 
1950/51.

30

40

PAGE 28 LLOYD'S HEGISTEB—LIST OF SHIP OWNERS AND MANAGERS 
(REGISTERED SECTION—SHIPOWNERS)
A/B Svenska OatasiatisJia Kompaniet) 

(Manager—Dan—Axel Brostorm)

Name of Ship
ANDAMAN
BALI
BATAAN
BENARES
BENGAL
CEYLON
FORMOSA
FROSTE
HAINAN

MANGALORE
MINDORO
NAGARA
SUMATRA
TAMARA
TONGHAI
TRAVANCORE

True Copy
(Sgd.) Illegible,

27.8.53.

Built
'47
'41
'46
'46
'44
'11
'21
40'
'46
'43
'43
'29
'49
'31
'44
'44

Cross Tonnage
4765
6584
4742
4812
4796
5390
5691
1050
4743
4690
6532
6525
8329
6390
6543
4684

Clerk to the Board of Review (Income Tax).
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A 73.
Letter from 
E. Savundara 
nayagam to 
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Switzerland. 
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A 72
Letter from Pierre Duval to E. Savundaranayagam

A. 72. 
Singapore,

13.3.51. 
Mr. Emil Savundranayagam,

Colombo, Ceylon. 
Monsieur,

J'ai recu votre lettre du 6 Mars et je suis d'accord sur les 
attendant que je vous communique mon addressee exacte veuilez 
d'etre satisfaiscentes.

II y a cependant un petit point dont vous pouvez vous 
occuper immediatement. Vous vous reppelez que le 17 Janvier ma 
compagnie vous a donne 16,000 Francs (Suisses) pour couvrir le 
cout de 1'assurance et je vous ai donne en plus 8,000 Francs 
(Suisses) pour payervotre voyage. Vous vous rappellerez que vous 
avez ouvert un compte en dollars avec 1'argent que vous avez en 
banque. Comme vous avez retrade votre voyage vous n' avez pas 
besoin maintenant de cet argent; soyez assez aimable pour le trans- 
mettre immediatement par telegraphe comme suit :

(1) £500 pour moi a Hotel Sheppard, Cairo, Egypt.
(2) f 4,000 pour M. Tembros a Hotel Ambassador, New York.

Je quitte ma residence actuelle dans quelques jours aussi en 
attendant que je vous communique mon addressee exacte veuilez 
rester en contact avec moi par 1'intermedieure de mon office.

Votre Sincerement,
True Copy. (Sgd.) 

Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

A 73 
Letter from E. Savundaranayagam to Union Bank, Switzerland

A. 73.
March 20, 1951.

The Union Bank of Switzerland, 
Bahnhofstrasse, 
Zurich, Switzerland.
Dear Sirs,

We shall thank you to effect the following Telegraphic Transfers 
Immediately and debit our Dollar Account with you :

(1) £500 (Five-hundred Pounds Sterling) in favour of:
Mr. Pierre Duval, Sheppards Hotel—Cairo, Egypt.

10
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40
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in favour of: 
-New York.

(2) US $4,000 (Four-thousand U. S. Dollars) 
Mr. Hector Tembros, Ambassador Hotel-

We believe these transfers will close our account with you and shall 
thank you to forward us a draft on a Colombo bank for any balance 
that might be left over.
Thanking you,

Very truly yours,
(Sgd.) 

True Copy. 
Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

A 74
Letter from Union Bank, Switzerland, to Eastern 

Enterprises Co.
A. 74. 

AIE MAIL
UNION BANK OF SWITZERLAND

Bahnhofstrasse 45, 
Zurich, April 3rd, 1951.

Eastern Enterprises Company, 
8, Parsons Road, 
Colombo, Ceylon.Documentary service.

HU/452 
Dear Sirs,

We are in receipt of your letter of March 20th asking us to effect 
two telegraphic transfers of £500. and $4,000. to the debit of your 
Dollar account with us.

In this connection we have to say that these days we received a 
communication from Marseille, according to which certain docu 
ments honoured by us on strength of the documentary credit No. 
90444/2580 were not genuine. Under these circumstances we must 
abstain from execution of your above mentioned two transfer orders 
and, in the meantime, we would be glad to receive your explanation 
in the matter.

Yours faithfully,
UNION BANK OF SWITZERLAND.

(Sgd.)
True Copy. 
Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review, 
(Income Tax.)
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A 73.
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Exhibits.

A 75. 
Cable from
E. Savundara- 
nayagam to 
Union Bank, 
Zurich. 
9.4.51.

A 76.
Letter from 
Eastern Enter 
prises Co. to 
Union Bank, 
Switzerland. 
9.4.51.

A 75
Cable from E. Savundaranayagam to Union Bank, Zurich

A. 75. 
~Bankunion, Zurich.

CEYLON TELEGRAPHS. 
CEYLON TELEGRAPHS.

Name:
BANKUNION,
Address: Zurich.

YOUR LETTER HU/452 OF 3/4 STOP REGRET KNOW 
NOTHING HERE STOP PLEASE AWAIT OUR LETTER 
AIRMAILING NOW FULLEST DETAILS OUR 
CONTRACT WITH TIENTSIN WHEREUNDER WE 
ONLY BROKERS AND AGENTS THOUGH BENEFI 
CIARY UNDER CREDIT 90444/2580 AND WHEREBY 
WE HAVE NO RESPONSIBILITY FOR SHIPMENT OR 
NEGOTIATION INCLUDING DOCUMENTATION.

EASTERN ENTERPRISES.
(Sgd.)

8, Parsons Road, Colombo 2, 9/4/51. 
Country of Destination: SWITZERLAND.

True Copy. 
3gd. Illej 
27.8.53.

Sgd. Illegible,

Clerk to the Board of Review. 
(Income Tax.)
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A 76
Letter from Eastern Enterprises Co. to Union Bank, Switzerland

A. 76.
April 9, 1951. 30 

The Union Bank of Switzerland, 
Bahnhofstreasse 45, 

Zurich, Switzerland.
ATTENTION: DOCUMENT SERVICE DEPARTMENT

Dear Sirs,
We refer to your letter No. HU/452 of April 3, and confirm our 

cable of today. We note that you have received a communication 
from Marseilles that certain documents presented under Letter of 
Credit No. 90444/2580 are not genuine and that accordingly you 
must abstain from executing our transfer orders. 40

The buyers cabled us a few days ago that they had been informed 
that the S.S. Saga did not sail from Marseilles on January 12, 1951, 
as confirmed by the port authority of Marseilles in their letter of
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January 13, 1951, which was handed to you. We presume you refer 
to the same thing.

We have already referred the Hwa Shih Co. to their letter of 
October 23, 1950, containing the terras under which we agreed to act 
as beneficiaries of the Credit. We enclose herewith for your 
information a photostat of their letter under reference.

You will see that any claims on any grounds whatsoever are, 
therefore, a matter for the Hwa Shih Co. to take up with the Societe 
Mediterranneenne De Produits Petroliers in Marseilles and/or for 
you to take up with the Hwa Shih Co.

We wish to point out that in any circumstances we had no oppor 
tunity or reason for checking on the genuinenes of the documents 
our selves. We contracted with the Societe Mediterranneene de 
Produits Petroliers in exact accordance with the instructions of our 
principals, viz: the establishers of the Credit, the Hwa Shih Co. of 
Tientsin, and naturally had no reason to doubt the bona fide of the 
actions of the suppliers selected by the Hwa Shih Co. themselves.

In any case, as far as we are concerned, you will surely realize 
that you had every right and opportunity to check on every aspect of 
every document including their genuineness before negotiation was 
effected and at your sole unquestioned discretion to reject them if you 
thought fit, which rejection in turn could have then been passed on by 
us to the suppliers. Once you accepted them, however, the
responsibility is yours.

True Copy. 
Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

Yours faithfully,
EASTERN ENTERPRISES CO., 

By Agent & Attorney.

A 77 
Letter from Union Bank, Switzerland, to Eastern Enterprises Co.

A. 77. 
REGISTERED AIRMAIL

UNION BANK OF SWITZERLAND
Bahnhofstrsse 45,

ZURICH, April 27th, 1951.
Eastern Enterprises Company, 

8, Parsons Road, 
Colombo, Ceylon.Ref: Hu452. 

L/C No. 90444/AP 2580.
Dear Sirs,

We are in receipt of your letter of April 9th, contents of which 
we have noted in all details. In reply, we wish to state that the

Exhibits.
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Exhibits.

A 77.
Letter from 
Union Bank, 
Switzerland, to 
Eastern Enter 
prises Co. 
27.4.51. 
—contd.

A 78.
Letter from 
Union Bank, 
Switzerland, 
to Eastern 
Enterprises Co. 
23.5.51.

contract between your good firm and Hwa Shih Company, Tientsin, 
does not affect your position as beneficiary of the credit against our 
Bank. As such beneficiary you remain in principal responsible for 
the documents you surrendered to us and, without need to enter at 
the moment into further details of the case, we must reserve our 
selves the right of recovery on you as presenter of the documents.

Yours faithfully,
UNION BANK OF SWITZERLAND.

(Sgd.) 
True Copy. 
Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

A 78
Letter from Union Bank, Switzerland, to Eastern Enterprises Co.

A. 78. 
UNION BANK OF SWITZERLAND

Bahnhofstrasse 45. 
ZURICH, May 23rd, 1951. 

Ref: F 452.
L/C No. 90444/AP 2580.

Eastern Enterprises Company,
8, Parsons Road,

Colombo, Ceylon.
Dear Sirs,

We refer to your negotiation of the abovenamed credit under 
documents which have since been proved to be not genuine. As bene 
ficiaries under this credit you are responsible in principle for the 
documents surrendered to us, and accordingly we have to demand 
immediate repayment to us of the value of the credit, US $1,230,000. 
——, less the $5812/51 now in your frozen Dollar account with us. 
Please advise us immediately when we can expect payment of the 
amount due, US $1,224,187/49.

Yours faithfully, 
UNION BANK OF SWITZERLAND,

(Sgd.)
True Copy. 
Sgd. Illegible, 

27.8.53.
Clerk to the Board of Review. (Income Tax.)
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A 79 
Letter from Eastern Enterprises Co. to Union Bank, Switzerland

A.79.
June 20, 1951.

The Union Bank of Switzerland, 
Bahnhofstrasse 45, 
Zurich, Switzerland.

Dear Sirs,
With reference to your letters of 23rd May, and 12th June, 1951, 

we have outlined to you in our letter of 9th April, 1951, the reasons 
why we considered that there was no claim against us for the refund 
of any payments under this Letter of Credit. In any case, you will 
realize that we gave you a paying order in favour of Mr. Pierre 
Duval on 17th January, 1951, for a sum of $825,552/50 against 
which you have effected payments to Mr. Duval and his nominees 
direct. Our efforts to trace Mr. Duval have up to now proved 
abortive, and in view of what has transpired we are fairly sure that 
Mr. Duval will probably never be available to say the least.

You will surely realize that it is completely impossible for us to 
even dream of paying you the total value of the Letter of Credit 
and we request you, therefore, to view this entire matter realisti 
cally. Whatever money we ourselves got out of this Letter of Credit 
has been disbursed already, but whatever we can possibly recover 
we are prepared to return. This is the best suggestion we can offer 
you and, in the interests of all parties concerned, we sincerely sug 
gest that you accept this in full and final settlement of this matter.

Yours faithfully.
Eastern Enterprises Co., 

(Sgd.)

A 80 
Letter from Union Bank, Switzerland to Eastern Enterprises Co.

A. 80. 
UNION BANK OF SWITZERLAND

Eastern Enterprises Company, 
8, Parsons Road,Bahnhofstrasse 45,

1951. Colombo.Zurich, July 6th,
Ref : F 452,
L/C No. 90444/AP 2580.
Dear Sirs,

We are in receipt of your letter of June 20th, contents of which 
we have noted in all deails, In reply, we wish to state that this sug 
gestion is no basis for settlement. We again wish to point out the

Exhibits.
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A 80.
Letter from 
Union Bank, 
Switzerland to 
Eastern Enter 
prises Co. 
6.7.51. 
—contd.

terms of the transactions between your goodselves and our bank. 
Against our L/C No. 90444/AP 2580 all payments were effected 
on the basis that the documents you, as beneficiary under the credit 
presented to our bank were genuine. As such is not the case, as you 
are now aware, please note that you are responsible to us for all 
utilized amounts of the credit. Furthermore, we consider this to be a 
joint and individual responsibility of your Directors. Accordingly, 
we have to demand the immediate return to us of US $1,224,187/49 
paid under this letter of credit.

Yours faithfully, 
UNION BANK OF SWITZERLAND,

(Sgd.) 
True Copy. 

Sgd. Illegible,
27.8.53. 

Clerk to the Board of Review. (Income Tax.)

A si. A 81
Letter from
Eastern Enter Letter from Eastern Enterprises Co. to Hwa Shih Co., Tientsin
prises Co. to 
Hwa Shih Co. 
Tientsin. 
28.11.51. Hwa Shih Co., 

Tientsin.
November 28, 1951.

A. 81.

WITHOUT PREJUDICE 
Dear Sirs,

Thank you for your letter of 10th November, 1951. We feel we 
should once and for all summarize the position as it now stands.

We do not have $400,000 of your money. We do not know how or 
why you should have reached this figure, but in any case it is com 
pletely incorrect. The Ceylon Government is now holding about 
$125,000 pending settlement of our Tax appeal, and about a further 
$50,000 is recoverable from people to whom it has been paid. As 
for the rest, the people to whom it was paid, when we assumed 
that everything was in order, either cannot or will not return what 
they have, as we told you in our letter of the 1st of June 1951.

We have now been informed by the Ceylon Government that the 
question of the release of the $125,000 being held by them, will 
be taken up on the 15th January next year and as we have told you 
earlier, immediately this money is released by the Government we 
can then discuss the question of settlement "of your claims on a much 
more realistic basis. At the moment, any discussions on this subject 
are o£ no practical value either to you or to us. We appreciate your 
anxiety, but as we have repeatedly told you, you must surely realize 
that it is not posssible to squeeze blood out of a stone. We ourselves
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are willing and anxious to settle this matter amicably and satisfac 
torily to all parties concerned. This transaction has been an absolute 
nuisance from our point of view, especially in view of the enormous 
amount of unnecessary undesirable publicity it has brought us.

We therefore request you to be patient for a few weeks more. As 
we have just told you, the question of the release of the money will 
be aken up on the 15th of January 1952, and we write to you making 
a firm and definite proposal for the final settlement of these matters 
between us immediately the money has been released.

Yours faithfully, 
for EASTERN ENTERPRISES COMPANY,

(Sgd.)] 
True Copy. 

Sgd. Illegible, 
27.8.53.

Clerk to the Board of Review. (Income Tax.)

A 82 
Letter from Hwa Shih Co. to Eastern Enterprises Go.

A. 82.
December 17, 1951. 

Hwa Shih Co., 
Tientsin,

Eastern Enterprises Company, Colombo, 
Attention : Emil Savundranayagam Esqr.

Dear Sirs,
We have received your letter dated the 28 of November. We again 

repeat it is useless to deny that you have got $400,000 of our money. 
The Union Bank of Switzerland has given us the informations that 
to your associate company the Trans World Enterprises in Colombo 
you have already sent out of the realization of our letter of credit 
$169,447.50 and our agency has reportetd about your arriving in 
Colombo with near about $250,000 and you therefore are useless 
in denying for nothing at all that you have our money of $400,000 
at least. It is not our business what is your connection with your 
government and it is not our business how much of your money they 
will hold. Our serious concern is our loss due to you and you have 
out of our loss got $400,000 so you must return this firstly before 
you can be innocent of our blame.

We are very patient almost this whole year and now you have 
promised to tell us on the 15th January, 1952, which is one month 
from now what you will do. We will await the passing of these 
weeks very anxiously and again advise you please do not play about 
because after that day we cannot delay any more.
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Why do you be so foolish. You have the responsibility of our loss 
due to you of $1,230,000. It is easier to settle matters with harm to 
nobody if you will settle now by paying to us what you ha,ve defi 
nitely we know got from the realisation of our credit. Anxiously 
we await your news.

True Copy,
Sgd. Illegible, 

27.8.53.
Clerk to the Board of Review (Income Tax.)

Very truly yours, 
HWASHIHCo.,

(Sgd.)—————.

10

A 83.
Letter from 
Eastern Enter- 
prises Co. to 
Hwa Shih Co. 
16.1.52.

A 83 

Letter from Eastern Enterprises Co. to Hwa Shih Go.

16th January, 1952.

Messrs. HWA SHIH CO., 
TIENTSIN.

WITHOUT PREJUDICE

Dear Sirs,
We reget to have to inform you that the case which had been 20 

scheduled for the 15th (yesterday) has now been postponed for the 
29th (two weeks from now), and we shall be writing to you imme 
diately thereafter.

We have every reason to believe that the money will be released 
by the Government and we shall therefore be willing to discuss the 
question of settlement on a more factual basis.

Yours faithfully, 
EASTERN ENTERPRISES CO ,

True Copy,
Sgd. Illegible, 27.8.53. 

Clerk to the Board of Review (Income Tax.)
30
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A 84 
Letter from Hwa Shih Co. to Eastern Enterprises Go.

March 29, 1952.

HWA SHIH CO., 
TIENTSIN.

Messrs. Eastern Enterprises Co. 
Colombo.

Attention: Emil Savundranayagam Esq. 
Dear Sirs,

The undersigned has now been instructed to take steps to recover 
10 from you the sum of $ 1,230,000 (American currency) which your 

company obtained from us under false pretences by negotiating the 
undermentioned documents against our letter of credit opened 
through The Union Bank of Switzerland, Zurich, in favour of your 
company, which documents have since been proved conclusively to 
be utter forgeries: viz. 1) Bill of lading of Svenska Ostasiatiska 
Kompaniet, Sweden ; 2) Survey certificate of Gellathy Hankeys S. 
A. France, Lloyd's Surveyors of Marseille, 3) Affidavit of Sofus 
Eltvedt of Marseille, 4) Insurance Policy of Eagle Star Insurance 
Co, Marseille ; 5) Certificate of Sailing of the Port of Marseille ; 6) 

20 Certificate of Laboratory Analysis of A. Leroy & Fils of Marseille. 
The undersigned has been instructed to commence legal and other 
action for the immediate recovery of this money which has been 
obtained under false pretences and furthermore to obtain damages 
from you for the loss suffered. While this organization has made 
every effort to be patient and forebearing with your company to 
meet the difficulties of your company this organization now feels 
that the time has come for the vague promises you company has 
been making to be placed on a firmer footing and for this purpose 
instructions are now being issued to our accredited representatives 

30 abroad, viz. The Bank of China in Calcutta, India, to investigate 
and report to this organization what exactly you intend doing to 
refund the money belonging to us which you now hold.

In the meantime it will be beneficial to the interests of all par 
ties concerned if your company will immediately confirm to us that 
you 1) will return the $1,230,000 of our money which you hold; 
2) will indicate exactly when and how this payment will be made. 
The undersigned earnestly requests your immediate attention and 
reply to obviate the necessity for other unpleasant action that will 
be necessary if no settlement is forthcoming at an early date.

40 Very truly yours,
Sgd. EN TEH CHOW,

General Director. 
True Copy,

Sgd. Illegible, 27.8.53. 
Clerk to the Board of Review (Income Tax.)
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A 85 

Letter from E. Savundranayagam to Hwa Shih Co.

The Hwa Shih Co., 
Tientsin, China.

April 21, 1952.

Dear Sirs,
We refer to your letter of March 29 and have to state that, while 

we fully realize that you have lost the sum of $1,230,000, we our 
selves never at any stage came into possession of all this money. 
We do not have to recapitulate the various complications which 10 
have attended this transaction from its inception, but we do 
categorically have to state that any question of our returning 
$1,230,000 to you is completely beyond reason.

We ourselves now have approximately f 250,000 of the value of 
the Letter of Credit, and even of this amount a major part is lying 
frozen by the Ceylon Government under an Income tax case. The 
Income Tax Dept. has taken up the attitude that all the money 
we have received from the Letter of Credit is taxable income. We 
have been at great pains to point out to the authorities that, in view 
of the facts that the shipping documents were proved to be forgeries 20 
and that no shipment was actually effected, this money is now 
actually returnable to you, and consequently no tax is payable. We 
are making every effort to have this money released by the Govern 
ment, and we, therefore, make you the concrete proposal that we are 
prepared to return to you all the money we ourselves received from 
your Letter of Credit, subject to those irrecoverable disbursements 
which we have made here, We have never at any stage wished to 
profit out of your loss, but we regret that it is just not possible for 
us to pay you the total value of the Letter of Credit as we simply 
do not possess this amount. 30

It is our sincere hope, therefore, you will agree to this obviously 
reasonable course and allow us to terminate this matter once and for 
all amicably.

Yours faithfully, 
Sgd.—————.

True Copy, 
Sgd. Illegible, 27.8.53.

Clerk to the Board of Eeyiew (Income Tax.)
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Letter from Hwa Shih Co. to Eastern Enterprises Co.

HWA SHIH CO., 
TIENTSIN,

Messrs Eastern Enterprises Co., 
Colombo,

Attention: Emil Savundranayagam Esq.

May 14, 1952. 
Dear Sirs,

Your letter of April 21 has been examined by the governing board 
of this organization and the undersigned is instructed to convey to 
you without prejudice to our rights that provided the repayment 
to us of the $404,442/50 you yourselves actually received under the 
credit from The Union Bank of Switzerland is made without any 
further delay, there is every ground for presuming that the matter 
will be dropped thereafter. Instructions have been issued to The 
Bank of Chinji in Calcutta, India, to meet you early to discuss with 
you the details of the repayment and connected matters.

Exhibits.

A 86.
Letter .from 
Hwa Rhih Cn. 
to Eastern 
Enterprises Co. 
14.5.52.

Very truly yours,
Sgd. EN TEH CHOW,

General Director.
True Copy,

Sgd. Illegible, 27.8.53., 
Clerk to the Board of Eeview (Income Tax.)

30

A 87 
Letter from Hwa Shih Co. to Eastern Enterprises Co.

HWA SHIH CO., 
TIENTSIN,

Messrs Eastern Enterprises Co., 
Colombo,

Attention: Emil Savundranayagam Esq. July 15, 1952.

A 87.
Letter from 
Hwa Shih Co. 
to Eastern 
Enterprises Co. 
15.7.52.

Dear Sirs,
We have received the report of Mr. Shiang Ho Pan, Manager of 

the Bank of China in Calcutta, India, and we have learnt the con 
firmation of the facts regarding the money you have received out of

10
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our letter of credit and held by your Government and we are now 
prepared to abide by the advice of Mr. Pan. It is therefore under 
stood and agreed that you will exert all efforts to effect the release 
of the money now held by the Government. Immediately after the 
release you will cable The Bank of China in Calcutta, India, for 
exact instructions regarding the transfer of the f 404,442/50 to us. 
Provided this payment is effected early arid as arranged we on our 
part will make every effort to end the matter there.

Very truly yours,
Sgd. EN TEH CHOW,

General Director.
True Copy,

Sgd. Illegible, 27.8.53., 
Clerk to the Board of Review (Income Tax.)

10

A 88.
Letter from 
Eastern Enter 
prises Co. to 
Hwa Shih Co. 
21.8.52.

Letter from Eastern Enterprises Co. to Hwa Shih Co.

August 21, 1952.
THE HWA SHIH CO., 

TIENTSIN.,

Dear Sirs, 20
With reference to your letter of 15th July, 1952, you will realise 

that all this will take a considerable amount of time. Please believe 
us, we are doing our utmost to expedite an early settlement.

We shall be glad, therefore, if you will be patient for a little 
while longer, and we shall do everything in our power to settle this 
matter to the satisfaction of all parties concerned.

We. shall report the position to you at the end of October or earlier 
shouldTany important developments take place.

Very truly yours, 
for EASTERN ENTERPRISES CO.,

True Copy,
Sgd. Illegible, 27.8.53., 

Clerk to the Board of Review (Income Tax.)

30



99

10

20

30

A 89 
Letter from E. Savundranayagam to Union Bank, Switzerland

15 August, 1951. 
The Unidn Bank of Switzerland, 

Bahnhof str asse, 
ZURICH.

Dear Sir,
We refer to your letter of 6th July and 7 August. We 

are at the moment negotiating with the Hwa Shih Co., Tientsin, 
direct, with a view to settling this matter on a more realistic basis. 
Immediately we have reached some settlement with them, we shall 
contact you immediately.

In the meantime we suggest that you should if you so desire, 
obtain confirmation of our negotiations with the Hwa Shih Co., 
from them.

Yours faithfully,
Sgd/ 

True Copy,
Sgd. Illegible, 

27. 8. 53.
Clerk to the Board of Review, 

(Income Tax).

A 90
Letter from Union Bank, Switzerland, to Eastern Enterprises Co. 

UNION BANK OF SWITZERLAND
Eastern Enterprises Company, 
8, Parsons Road, 
Colombo,—Ceylon.

Cable Address : Bankunion/Telephone (051) 
Eahnhofstrasse 45, 
Zurich, October 16, 1951.
Kef • F-452
L/C No. 90444/AP 2580.

Dear Sirs,
We have received confirmation from Tientsin of your direct 

negotiation with the Hwa Shih Company for a settlement of this

Exhibits.

A 89.
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Savundrana 
yagam to Union 
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land. 
15.8.51.
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A 90.
Letter from 
Union Bank, 
Switzerland, 
to Eastern 
Enterprises Co. 
16.10.51. 
—contd.

A 91.
Letter from 
Union Bank, 
Switzerland, 
to Eastern 
Enterprises Co. 
13.3.52.

affair, but must reserve to ourselves the right of recovery from you 
of our total disbursement under the credit viz USf 1,224,187.49.

Yours faithfully,
UNION BANK OF SWITZERLAND,

Sgd/ 
True copy

Sgd. Illegible. 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.) 10

A 91

Letter from Union Bank, Switzerland, to Eastern Enterprises Co. 

UNION BANK OF SWITZERLAND
Eastern Enterprises Company, 
8, Parsons Road, 
Colombo,—Ceylon.

Bahnohofstrasse 45,
ZURICH, March 13, 1952.
Ref: F 452.
L/C No. 90444/AP 2580.

.Dear Sirs,
In connection with our previous correspondence on the 

above subject, we have these days received a request from you*1 
Government through the Swiss Legations in London for certain 
information. We enclose herewith a copy of your Government's 
requests. We have been compelled to notify your Government 
through the same channels in accordance with Bank's secrets we 
must decline to furnish any information.

In the meantime we would be glad to know what is the position of 
your negotiations with Tientsin.

20

30

True copy
Sgd. Illegible.

27.3.53.

Yours faithfully,
UNION BANK OF SWITZERLAND,

Sgd/

Clerk to the Board of Review. 
(Income Tax.)
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A 92

Letter from C. E. P. Jayasuriya to Swiss Legation 

UNION BANK OF SWITZERLAND

Bahnhofstrasse 45. 
Zurich.

Ref:

Copy of Letter received from Government of Ceylon. 
GOVERNMENT OF CEYLON.

13, Hyde Park Corner, 
London W. 2. 

3rd March, 1952.
My ref P/DIP/MISC. 

Dear ......

I am seeking your assistance in obtaining for my Govern 
ment some information from the Union Bank of Switzerland, 
Zurich. The information is required by the Commissioner of Income 
Tax, Ceylon, for the purpose of establishing the facts of an Income 
Tax case, The parties to the case are HWA SHIH Co., and Eastern 
Enterprises Co., Ceylon,

I am advised that a letter of Credit ref: No. 90444 for 
USf 1,230,000—was opened in the Union Bank of Switzerland at 
the direction of Hwa Shih for the benefit of the Eastern Enterprises 
Co., Ceylon.

I shall be greatful if you will be so good as to obtain from the 
Uinon Bank of Switzerland the following information: —

(i) A statement of the charges against this credit and how 
they were disposed of;

(ii) By whom the letter of credit was realised and the money 
withdrawn;

(iii) The date when the letter of credit was realised;
(iv) The nature of the documents produced to release the letter 

of credit;
(v) What commodity was shipped; 

(vi) The name of the ship and date of sailing;
(vii) The name and address of the concern which issued the com- 

'mercial invoices;

Exhibits.
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Legation.
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A 92.
Letter 
C'. E. P. 
Jayasuriya \o 
Swiss Legatio^, 
3.3.52.

A 93.
Letter from 
Eastern Enter 
prises Co. to 
Union Bank, 
Switzerland, 
26.3,52.

(viii) Was a refund of the amount claimed by any party.
I hope it is not too much to ask you to treat this matter 

urgently.

True copy
Sgd. Illegible. 

27.8.53.
Clerk to the Board of Review. 

(Income Tax.)
To: Swiss Legation,

18, Montagu Place, 
LONDON, W. 1.

Yours sincerely, 
(Sgd.) C. E. P. JAYASURIYA,

A 93 
Letter from Eastern Enterprises Co. to Union Bank, Switzerland

26th March, 1952. 
The Union Bank of Switzerland, 

45, Bahnhofstrasse,
ZURICH, 

SWITZERLAND.
[Jear Sirs,

Thank you for your letter of 13th March (Ref. F452) and 
enclosure which has been most interesting.

With reference to your request for information regarding our 
negotiations with Tientsin, the position is that we have offered the 
Hwa Shih Co., to return to them all money, we ourselves have 
obtained under this Letter of Credit less those inevitable and irre 
coverable disbursements which we can never hope to get back. In 
order to do this, we are awaiting the release of certain monies 
which are now lying frozen in Colombo under an Income Tax case, 
which is the subject of the enquiry our government addressed to 
you.

We shall keep you informed of developments as they occur.
Yours faithfully, 

EASTERN ENTERPRISES COMPANY,
Sgd/

BY AGENT AND ATTORNEY. 
True copy 

Sgd. Illegible.
27.8.53.

Clerk to the Board of Review, 
(Income Tax.)

10
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40
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A 94.
Letter from Union Bank, Switzerland, to Eastern Enterprises Co. Letta. from

Union Bank,
UNION BANK OF SWITZERLAND

Messrs. Eastern Enterprises Company, 
Colombo.

Bahnhofstrasse 45, 
ZURICH, 1st July, 1952.
Rof: F-452.
L/C No. 90444/AP 2580—Half Year Statement of Account.

10 Gentlemen:
In accordance with the rules of our bank, we have to 

inform you that, as of midnight yesterday, your Account with us is 
US$ 5,812.51 which sum however is frozen pending settlement of 
the above. However, in any event, please note that we still reserve 
to ourselves the right of recovery against you in the sum of 
UiSf 1,224,187.49 pending such settlement,

Yours faithfully, 
UNION BANK OF SWITZERLAND,

Sgd/ 
20 True copy

Sgd. Illegible. 
27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

Switzerland, 
to Eastern 
Enterprises C'u. 
1.7.52.

A 95

Statement made to Deputy Governor of Central Bank

COPY OF STATEMENT MADE TO THE DEPUTY 
COMMISSIONER ON THURSDAY—21-1-51.

Mr. E. Savundranayagam of 42, Glenaber Place, states—my com-
30 pany—Eastern Enterprises Co., 8, Parsons Road, Colombo, held

letter of credit No. 90444 of the Union Bank of Switzerland, Zurich,
for fl.230,000 in respect of a shipment of lubricants for shipment

A 95.
Statement made
to Deputy
Governor
of Central Bank.
•21.1.51.
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to China to the Hwa Shih Co. of Tientsin. The shipment was 
effected from France by the Societe Meditarraneene De Produits. 
Petroliers, Marseilles, France, in the first week of January, 1951. 
The shipment was approximately 9,000 tons. The French Govern 
ment issued an Export Licence. All my communications were with 
Mr. Pierre Duval, Director of Sales of the above society. The 
C. I. F. value of the shipment was $825,552.50 plus $235,000 as 
mentioned below.

Confidential commissions amounting to $235,000 have to be paid 
to certain people in France in U. S. Dollars, delivered to certain of 
their representatives in New York and Singapore. I was on my 
way to New York but returned to Colombo from London owing to 
personal reasons.

I was carrying the above sum of $235,000 (approximately) actually 
a few dollars less — in notes to Ceylon which I declared to the 
Customs and asked them to bond the notes.

The profit (gross) to our firm representing $169,447.50 was 
remitted through the Bank of Ceylon to Colombo on 18.1.51 or so.

The dollar notes in question was drawn by me in Zurich. I 
declared the notes in U. K. My passport was stamped to this effect 
and I was permitted to remove them. The sum of $235,000 represents 
the consideration which I am personally responsible to pay to 
complete the C. I. F. value of the transaction which amounted to 
actually $1,060,552.50. The payees are representatives of French 
Government officials who attended to the Government formalities, 
whose names I am not aware. I am also not in a position to disclose 
the identity of the representatives, who will collect the money. 
One is in Singapore and the other in New York. They will both 
identify themselves to me when I arrive at these ports. In the mean 
time I am personally responsible for these sums and have full title 
to them at the moment in my own personal capacity.

I intended to effect payment as outlined above, but now that the 
Ceylon Government will not permit this under the Defence Eegu- 
lations, I shall credit my account with the Hongkong & Shanghai 
Banking Corporation, and, after allowing for Income Tax, invest 
the rest in -my name.

20

30

True copy
Sgd. Illegible. 

27.8.53.
Clerk to the Board of Eeview, 

(Income Tax.)
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A 96Notice of Resolution under Companies Ordinance Notice of
Resolution 

Companies Form 43. under Companies
No. of Company PRS 801. ?Sm' e '

CEYLON 

The Companies Ordinance, No. 51 of 1938.
NOTICES OF RESOLUTION OR AGREEMENT. 

(Pursuant to Section 116.)
Name of Company:—Trans World Enterprises Limited.

10 Note :—This notice should be sent within 15 days after the passing 
or making thereof.

Presented by:—Cyril Gardiner, 
Director, 
T. W. E. Ltd., 
8, Parsons Road, Colombo.

To-THE REGISTRAR OF COMPANIES, 
P. 0. Box 556, 

COLOMBO.

(Pursuant to Section 116.)
20 The T. W. E. Ltd., forwards a printed copy of a special 

resolution passed by the Company on the 15th day of February, 
1052.

T. W. E. Ltd.,
Director, 

Date: 28/2/1952.
RESOLUTION 

(This must be printed, or a printed copy annexed hereto)
That the special resolution deciding to wind up the Company 

voluntarily and to appoint Mr. K. Satchithananda liquidator be 
30 hereby rescinded.

True copy
Sgd. Illegible. 

27.8.53.
Clerk to the Board of Review, 

(Income Tax.)
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A 97Notiee of Notice of Resolution under Companies Ordinance
Besolntion
under Companies rnmnflTiip<( Form 4SOrdinance. companies rorm *a. 
28.2.52. No. of Company PRS—852.

CEYLON
The Companies Ordinance, No. 51 of 1938 

NOTICE OF A RESOLUTION OR AGREEMENT
(Pursuant to Section 116) 

Name of Company: Eastern Traders Ltd.,
Note:—This notice should be sent within 15 days after the passing 10 

or making thereof.
Presented by; Cyril Gardiner, 

Director,
Eastern Traders Ltd., 
8, Parsons Ifaad, 
Colombo,

To- -THE REGISTRAR OF COMPANIES, 
P. 0. Box 556,

Colombo.
(Pursuant to Section 116) 20

The Eastern Traders Ltd., forwards a printed copy of a special 
resolution passed by the Company on the Fifteenth day of February, 
1952.

(Sgd.) Cyril Gardiner,
Director. 

Date: 28th February, 1952.

RESOLUTION
(This must be printed, or a printed copy annexed hereto)

That the special resolution deciding to wind up the Company 
voluntarily and to appoint Mr. K. Satchithananda liquidator be 30 
hereby rescinded.

True copy
Sgd. Illegible. 

27.8.53.
Clerk to the Board of Review, 

(Income Tax.)
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Copy of Minute of Chittampalam Gardiner, Ltd.
C. A. G. Ltd,
Meetings 31/7/50 and 30/1/51 and 14/3/51.
Meeting of 30/1/51, C. A. Gardiner to represent 6th Meeting of

Shareholders^—failing him Mr, Cyril Gardiner, 
Meeting of Directors of 14/3/51.

Directors interests declared include 
Cyril Gardiner Shareholder of

(1) Ceylon Theatres Ltd,
(2) Tuckers Ltd.
(3) Mercury Ltd,
(4) Autos Ltd.
(5) Zephyr Ltd.
(6) Eastern Imports & Exports Ltd,

Same meeting minutes No. 49 (8)—on P 18 of book,
Loan to Trans-World Enterprises Ltd. It was recorded that the 

loan of Rs. 20,000 which was granted to Trans-World Enter 
prises Ltd. without security on the personal guarantee of 
Sir Chittampalam was repaid with interest of Us. 2,000. 
It was also recorded that in consideration of the successful 
conclusion of Trans-World Enterprises contract, the com 
pany was paid a further Rs. 200,000 as previously arranged. 
It was also recorded that in view of Sir Chittampalam A. 
Gardiner's guarantee, he be paid a sum of Rs. 60,000 out 
of the Rs. 200,000.

50 (9) United National Party: It was recorded that a donation of 
Rs. 10,000 was paid to the U. N. P. The meeting terminated 
at 12.12 p.m.

Sgd. C. A. Gardiner.
4/4/51.

Bearer Mr. de Silva hands me minute book from which I extract 
the above and returned book to him. He also gives file of 9 cables 
for which I gave him a receipt. He hands me letter dated 2.5.52.

40

True copy
Sgd. Illegible. 

27.8.53.
Clerk to the Board of Review. 

(Income .Tax.)

Sgd. C. L. H. Pauluz.
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A 99

Letter from Eastern Bank to Eastern Enterprises Co. 

THE EASTERN BANK LIMITED

Colombo, 19th March, 1953.
P. 0. Box No. 148,

Messrs. Eastern Enterprises Company, 
6, Parsons Road, 

Colombo.
Dear Sirs,

BANQUE BELGE POUR L'ETRANGER
(EXTREME ORIENT) S. A. TIENTSIN

L/C. No. 2580 IN YOUR FAVOUR
We refer to your letter of date and enclose a copy of the above 

Letter of Credit which expired in Colombo GJI 23rd February, 1951.

10

Yours faithfully,
(Sgd.) ' 

MANAGER.
True Copy.
Sgd. Illegible 

27.8.53,
Clerk to the Board of Review, 

„ (Income Tax.)

20

A 101. 
Duplicate of 
Statement 
showing cost 
of 45,000 
drums.

A 101 
Statement showing cost of 45,000 drums

Brand and Specification

Ked Engine Oil No. 750
No, 1200
No. 2000 

Cylinder 
Gear Oil No. 90

No. 140
Axle Oil (Winter)
Motor Oil viscosity 300 see. at 130 F. 
Motor Oil viscosity 400 sec. at 130 F. 
Motor Oil viscosity 500 sec. at 130 F. 
Cup Grease No. 2 
Cup Grease No. 3 
Cup Grease No. 4 
Transformer Oil 33000 V

Total. .45,000 drums

Quantity in
new dru-ms

3,000 
3,000 
3,000
3,000
1,500 
1,500
1,500
7,500
7,500
7,500
1,500
1,500
1,500
1,500

Price per
drum in US $

24.10~1 
24.10 S. 
24.10J
26.40
29.95"! 
29.95J
23.00
25.85 1
25.85 }-
25.85 J
41.25]
41.25 i-
41.25J
iS.20

Amount in
US $

216,900

79,200
89,850
34,500

581,625

185,625

42,300

30

40
US $1,230,000
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Cost of drums included oil drums contain 53 American gallons net Exhibits. 
each and Grease drums contain 400 pounds net each.

True Copy
Sgd. Illegible, 

27.8.53.

Clerk to the Board of Review. 
(Income Tax.)

A 101. 
Duplicate of 
Statement 
showing cost 
of 45,000 
drums. 
—contd.

10

R 2

Letter from E. Savundranayagam to the Assessor

30, Horton Place,
Colombo 7,
28.11.51

E 2.
Letter from E. 
Havnndra- 
nayagam to the 
As^e^sor. 
•-W.il.51.

The Assessor Unit 1. 
Income Tax Dept.

SIR,

As required by you, I confirm that I have produced to you for 
examination all correspondence between parties to the " deal " 
from the time it was mooted bv the Chinese and Americans to date.

20

2 Files received by me today.
(Sgd.) Emil Savundranayagam, 

23.11.51

Yours faithfully, 
Emil Savundranayagam.
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E 3.
Cable from 
C. Gardiner to 
Savundra- 
nayagam. 
16.12.50.

R 4.
Cable from 
Cyril Gardiner 
to (1) McGregor 
(2) Savundra- 
nayagam. 
20.12.50.

R 3 
Cable from C. Gardiner to Savundranayagam

Dec. 16—50 

Ceylon Telegraph

FULL RATE.

Name: SAVUNDRANAYAGAM 
To: CUMBERLAND HOTEL 

MARBLE ARCH 
LONDON
Address:

RECEIVED BROWNS URGENT CABLE SIXTEEN 1100 
QUOTE ESSENTIAL REPLY TODAY WHAT DEVELOP 
MENTS UNQUOTE WE REPLIED QUOTE YOURS SIX 
TEENTH RELAYED EMIL LONDON UNQUOTE GOD BLESS

Sgd. C. Gardiuer, 
No. 8, Parsons Road,

Colombo. 
Date: 16.12.50 at 12.30 p.m.

R 4
Cable from Cyril Gardiner to (1) McGregor, 

(2) Savundranayagam

10

20.XII.50
Ceylon Telegraphs 

TM 2 TWO ADDRESSES
To: Name: MACGREGOR 

TAPROBANE

Address:

SAVUNDRANAYAGAM 
CUMBERLAND HOTEL 
MARBLE ARCH 
LONDON

PLEASE ADVANCE IMMEDIATELY NEPHEW SAVUN 
DRANAYAGAM CUMBERLAND HOTEL TWO HUNDRED 
POUNDS WILL ADJUST

GARDINER
Sgd. C. Gardiner,

No. 8, Parsons Road,
Colombo.

A. 20/12/50.
True Copy

Clerk to the Board of Review

20

30
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Cable from Cyril Gardiner to Savundranayagam

Ceylon Telegraphs 
Dec. 22, 1950

To: Name: SAVUNDRANAYAGAM 
Address: CUMBERLAND HOTEL 
Place : MARBLE ARCH LONDON

POURVEAU INFORMS SCHNEIDER LONDON ADDRESS IS 
AFSA LTD. 25 VICTORIA STREET PHONE ABBEY 6240 

10 DIRECTOR MONFORT STOP DID YOU CONTACT MAC- 
GREGOR

Sgd. C. Gardiner, 
Regal, Colombo.

22/12/50.

Exhibits. 

E 5.

Cyril Gardiner 
to Savnndra- 
nayagam.22.12.50.

R 6 
Cable from Cyril Gardiner to Savundranayagam

Dec. 26, 1950.
Ceylon Telegraphs

LT

E 6.
Cable from 
Cyril Gardiner 
to Savundra 
nayagam. 
26.12.50.

20 To: Name: SAVUNDRANAYAGAM
Address : CUMBEROTEL

WESDO LONDON

BROWNS BUSINESS WHATS ACTUAL POSITION UNCLE 
MORE ANXIOUS THIS THAN NEW BUSINESS HAVE 
REASSURED HIM IS EVERYTHING ALRIGHT

Sgd. C. Gardiner, 
Regal, Colombo. 

26/12/50 at 12.30p.m.



Exhibits.

E 7.
Cable from 
Cyril Gardiaer 
to Savundra- 
nayagam. 
7.1.51.
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R 7 
Gable from Cyril Gardiner to Savundranayagam

Jan. 7, 1951.
Ceylon Telegraphs

IT
To: Name: SAVUNDRANAYAGAM 
Address: CUMBEROTEL

WESDO LONDON

PHONING TWELVE MINUTES MONDAY IF YOU NEED 
FURTHER FINANCE YOU MUST BE ONE HUNDRED PER 
CENT SURE BROWNS BUSINESS

Sgd. C. Gardiner, 
Regal, Colombo. 

7/1/51 at 12.30 p.m.

10

E 8.
Cable from 
Cyril Gardiner 
to Savnndra- 
nayagam. 
8.1.51.

Jan. 8, 1951.

R 8 
Cable from Cyril Gardiner to Savundranayagam

R 8
Ceylon Telegraphs

LT 20
To: Name: SAVUNDRANAYAGAM 
Address: • CUMBEROTEL

WESDO LONDON

ACTING TELEPHONIC INSTRUCTIONS WILL URGENTLY 
CABLE WITHIN SIXTEEN HOURS VERY GLAD EVERY 
THING FINE STOP PLEASE PURCHASE FOR UNCLE 
BOTTLE PERFUME DANDY DORSAY GOD BLESS

Sgd. C. Gardiner, 
No. 8, Parsons Road,

Colombo. 
A. 8/1/51.

True Copy
Clerk to the Board of Review

30
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R Q Exhibits.
E 9. 

_,,, *« t. *. ... ~ •. Cable fromCable from Cyril Gardmer to Savundranayagam cyni
to Savundra
nayagam. 
9.1.51.

Jan. 9, 1951.

LT
To: Name: SAVUNDRANAYAGAM 
Address: CUMBEBOTEL

WESDO LONDON

HAVE FORTNIGHTS STATUTORY TIME TO NOTIFY 
REGISTRAR CHANGE PARTNERSHIP THEREFORE CAN 

10 EITHER ANTEDATE SALE OR NOTIFY IN 10/12 DAYS 
AFTER FURTHER CONSIDERATION MEANTIME IS IT 
NECESSARY AS THOSE NEGOTIATING DEAL AND THOSE 
ACTUALLY NEGOTIATING DOCUMENTS STILL RESPON 
SIBLE STOP CABLE IF ACTION STILL REQUIRED

Sgd. C. Gardiner, 
No. 8, Parsons Road, 

Colombo 2.
9/1/51.

R 10 E 10.
Cable from 
Emil to Zephyr,

20 Cable from Emil to Zephyr, Colombo Colombo.
12.1.5Z.

12 JA. 51
TAS 355 CM 1 LONDON 35/33 10 1020—

LT—ZEPHYR COLOMBO- 

ANTEDATE PROCEED ACTION STOP MY IDEA AVOID 
MAXIMUM RESPONSIBILITY POSSIBLE ALSO 
THOROUGHLY COMPLICATE ISSUE GENERALLY RED 
HERRING ANY POSSIBLE SHOWDOWN WHICH HIGHLY 
IMPROBABLE ANYWAY STOP FLYING SCRIBOTEL 
PARIS NOW—EMIL * 

11



Exhibits. 
E 11.
Cable from 
Emil to Mrg. 
Savvmdrana- 
yagam. 
11.1.51.

E 12.
Cable from 
Pusham Pet 
to Aloysins, 
Zephyr. 
15.1.51.

114

R 11
Cable from Emil to Mrs. Savundranayagam

CABLE AND WIRELESS LIMITED
11 JA. 51. 

TA S298 CM17 LONDON 22 9 1832.
—LT MES. SAVUNDRANAYAGAM, BOTEJU ROAD,

DEHIWALA, COLOMBO- 
LEAVING LONDON TODAY HOMEBOUND VIA PARIS 
SWITZERLAND ROME DUE COLOMBO ABOUT FORT 
NIGHT ALL WELL LOVE EMIL * 10

R 12

Cable from Pusham Pet to Aloysius, Zephyr
15 JA. 51. 

AS1583 W959 ZUERICH 22 14 2026—
LT—ALOYSIUS ZEPHYR COLOMBO- 

ARRIVED GOTTHARD HOTEL SAFE ALL WELL STOP 
TELL CYRIL SHIP SAILED FRIDAY NEGOTIATING 
CREDIT TOMORROW WILL CABLE DEVELOPMENTS 
PUSHEMPET *

B 13.
Cable from 
C. Gardiner to 
Savundra 
nayagam. 
15.1.51.

R 13

Cable from C. Gardiner to Savundranayagam
JAN. 15—51.

Ceylon Telegraphs 
LT

To. SAVUNDRANAYAGAM 
Name: GOTTHARD HOTEL 
Address: ZURICH

FOLLOWING INSTRUCTIONS PARTNERSHIP VERY 
PLEASED SHIP SAILED OFFERING PRAYERS FOR 
SUCCESS NEGOTIATION GOD BLESS CYRIL

Sgd. C. Gardiner, 
REGAL THEATRE 
15/1/51 NOON

True Copy
Clerk to the Board of Review

20

30
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Cable from Emil to Mother Superior from

Exhibits. 
E 14.

t0
Mother16 JA. 51. s»Pe™r -
1(5.1.51.

CABLE AND WIRELESS LIMITED

AS148 H 186 ZURICH 17 15 1735
MOTHER SUPERIOR CARMELITE CONVENT MADA- 
WELA ROAD, KATUGASTOTA—

UNEXPECTED DELAY AGAIN NOW WEDNESDAY 
PLEASE REMEMBER EXTRA SPECIALLY— EMIL *

10 R IS B 15.
Cable from

Cable from Zurich to Zephyr, Colombo °™ to 
16 JA. 51 
AS145 H185 ZURICH 7 15 1735—

ZEPHYR COLOMBO- 

NEGOTIATION PROCEEDING SATISFACTORY CABLING 
WEDNESDAY *

R 16 E 16. 
Cable from

Cable from Zurich to Cyril Gardiner 2ur?,cV0.,.
" (Jyril Gardiner.

18.1.51.
18 JA. 51. URGENT Pi/50— 

20 AS788 HBBH717 ZURICH 290/189 1Z 1952—

URGENT—CONFIDENTIAL CYRIL GARDINER, REGAL 
THEATRE, COLOMBO, CEYLON.

KEEP FOLLOWING INFORMATION HIGHLY CONFI 
DENTIAL ESPECIALLY FROM ISMAIL CAREEM NAZIM 
ALSO MEMBERS OF FAMILY STOP TELL UNCLE ALSO
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Exhibits.
E 16.
Cable from 
Zurich to 
Cyril Gardiner. 
18.1.51— 
Contd.

ONLY WHAT YOU THINK HE SHOULD KNOW AND IN 
ANY CASE TELL HIM TO KEEP EVEEYTHING 
EXTEEMELY QUIET STOP UBZ TODAY TELEGEAPHIC- 
ALLY TEANSFEEEED FAVOUE * UBZ *
TWE AT BOC 169000 DOLLAES STOP YOU WILL HAVE TO 
COMPLETE CEETAIN EXCHANGE CONTEOL FOEMS 
BEFOEE MONEY IS EELEASED AND YOU MUST EEPEAT 
MUST ACT FASTEST POSSIBLE AND COMPLETE TEANS- 
FEES AS OUTLINED BELOW STOP WHEN FILLING 
FOEMS EEMEMBEE THAT THIS AMOUNT IS A COMMIS- 10 
SION EEPEAT COMMISSION FEOM EEC ON BUSINESS * 
P3/50—DONE OUTSIDE CEYLON AND NOT A PAET 
SHAEE OF PEOFITS STOP I WANT YOU TO WOEK AT 
MAXIMUM SPEED AND TEANSFEE THE FUNDS AS 
FOLLOWS STOP DONT ASK QUESTIONS JUST DO 
THE FOLLOWING STOP ON CLEAEING YOU WILL HAVE 
ABOUT SEVEN AND THEEEQUAETEE LACS TO TWE 
CEEDIT STOP IMMEDIATELY TEANSFEE * TWE *
P4/50—TWO LACS MY PEESONAL ACCOUNT HONGKONG 
AND SHANGHAI BANK COLOMBO COMMA TWO LACS TO 20 
UNCLE COMMA ONE LAC YOUE PEESONAL ACCOUNT 
THIS AMOUNT CAN INCREASE AFTEE MY EETUEN 
COMMA TWO LACS TO EASTEEN BANK TWE ACCOUNT 
COMMA LEAVE EEMAINDEE TO TWE CEEDIT BOC STOP 
WILL BE PEEFEEABLE IF YOU MAKE * P5/50—ALL 
DEAWINGS IN CASH EEPEAT CASH FEOM BOC 
AND CEEDIT CASH EEPEAT CASH TO ACCOUNTS 
DETAILED ABOVE STOP MAIN PEINCIPLE YOU MUST 
BEAE IN MIND IS EEMOVE AS MUCH FEOM BOC 
AS POSSIBLE WITH LEAST POSSIBLE DELAY STOP 30 
FLYING EOME SATUEDAY BUT DONT CABLE OE PHONE 
ME UNTIL I ADVISE * BOC BOC * H717 CON P6/39—
YOU MY EXACT MOVEMENTS TOMOEEOW STOP ALSO 
PLEASE BUY ME HUMBEE HAWK FEOM EOWLANDS 
AND EUN IN YOUESELF AS I EETUENING NEXT WEEK 
MIDDLE UNFAILINGLY STOP IF HUMBEE UNAVAIL 
ABLE BUY VAUXHALL WYVEEN FOE PEESENT STOP 
EXPEDITE EVEEYTHING GOD BLESS *

WOEKING TEANSHIPMENT SPACE EEPLYING SOON
ADEN * TWE * 40

True Copy 
Clerk to the Board of Eeview
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10

30

R 17
Cable from C. Gardiner to Savundaranayagam 

JAN 19—51 URGENT
Ceylon Telegraphs 

URGENT
To Name: SAVUNDRANAYAGAM 

Address: Grosvenor House
Place: PARK LANE 

LONDON
AIRINDIA REACHES BOMBAY SUNDAY 1400 CEYLON 
TIME WILL TELEPHONE YOU TAJMAHAL SUNDAY 
AS CONNECTING PLANE LEAVES MONDAY MORNING
7/30.

Sgd. C. Gardiner,
8, Parsons Road, Colombo.

A. 19/1/51.
R 18 

Cable from Pusham Pet to C. Gardiner
19 JA. 51 URGENT 

20 OTAS1064 GRO14 D LONDON 19 18 2100—
URGENT—CYRIL GARDINER REGAL THEATRE

COLOMBO- 
ARRIVED LONDON SAFE ALL WELL TELL DADDY 
STOP TELEPHONE ME GROSVENOR HOUSE 

IMMEDIATELY PUSHAMPET *

R 19 
Cable from C. Gardiner to Shuco, Hongkong

JAN 22—51 URGENT
Ceylon Telegraphs

URGENT 
To

Name: SHUCO
Address: HONGKONG 

ARRIVING TODAY WILL CONVEY MESSAGE
Sgd. C. Gardiner, 

No. 8, Parsons Road,
Colombo. 

A. 22/;t/j>l.

Exhibits. 
E 17.
Cable from C. 
Gardiner to 
Savundra- 
nayagam. 
19.1.51.

E 18.
Cable from 
Pushpam Pet 
to C. Gardiner. 
19.1.51.

E 19.
Cable from 
C. Gardiner 
to Shuco, 
Hongkong. 
22.1.51.



Exhibits. 
B 20.
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
22.1.61.
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R 20

Cable from Hongkong to Zephyr, Colombo 

22 JA. 51 R 20 

OT US45 HONGKONG 85/83 22 2316—
ZEPHYR COLOMBO- 

GREETINGS STOP REGARDS TO 33714 STOP CONGRATU 
LATIONS 13251
16160 STOP HOW WAS 31930 STOP READY 20968 12819 STOP 
WHAT 2454 23214 27751 BY 18466 STOP 20717 SOMEWHAT 
BETTER 23611 IF YOU CAN 1670 3618 13624 WITH ANY 3618 
YOU 19822 FOR 21851 AFTER 2962 COMMA YOU TO 14412— 
ET—THE 156622466CE ON THE 13251 S COMMA FROM ANY 
15862 ERS FOR ANY 2454 YOU 9016 STOP PLEASE 5223 
14963 26514 23152 OF 27751 MENT ESTIMATED 31317 2962 
10834 29553 25555 32517 NT * 33714 13251 16160 31930 20968 
12819 2454 23214 27751 18466 20717 23611 1670 3618 13624 3618 
19822 21851 2962 14412 156622466CE 13251 S 15662 ERS 2454 
9016 5223 14963 26514 23152 27751 31317 2962 10834 29553 25555 
321517 NT*

True copy. 
Clerk to the Board of Review.

10

E 20*.
R. 20 decoded. 
22.1.51.

R 20a 

R 20 decoded

Cable dated 22/1/51 from Hongkong to Zephyr.
GREETINGS STOP REGARDS TO WIFE STOP CONGRATU 
LATIONS GOOD JOB STOP HOW WAS TRIP STOP READY 
ORDER GASOLINE STOP WHAT AMOUNT POSSIBLE SHIP 
IN MAY STOP OFFER SOMEWHAT BETTER PRICE IF YOU 
CAN ACCEPT BANK GUARANTEE WITH ANY BANK YOU 
NAME FOR PAYMENT AFTER ARRIVAL COMMA YOU 
HOLD THE INSURANCE ON THE GOODS COMMA FROM 
ANY INSURERS FOR ANY AMOUNT YOU DESIRE STOP 
PLEASE CABLE IMMEDIATELY SAGA PORT OF SHIP 
MENT ESTIMATED DATE ARRIVAL STOP CABLE 
URGENTLY.

30
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10

20

30

R 21 
Gable from Anandappa to Renfro

JAN. 23—51 
URGENT

Ceylon Telegraphs
URGENT

To Name: RENFRO
Address: Peninsular Hotel
Place : HONGKONG

HAVE EXTREMELY CONFIDENTIAL INFORMATION 
REGARDING JUTE BAGS FOR YOUR REPEAT YOUR 
EYES ONLY STOP CABLE IMMEDIATELY SUITABLE 
TELEGRAPHIC ADDRESS TO CABLE YOU CONFIDENTI 
ALLY

Sgd. C. G. Anandappa,
No. 8, Parsons Road,

Colombo.
A. 23/1/51.

R 21a 
R 21 decoded

Cable dated 23/1/51 from Anandappa, Colombo, to Renfro, 
Hongkong.

HAVE EXTREMELY CONFIDENTIAL INFORMATION 
REGARDING JUTE BAGS FOR YOUR REPEAT YOUR EYES 
ONLY STOP CABLE IMMEDIATELY SUITABLE TELE 
GRAPH ADDRESS TO CABLE YOU CONFIDENTIALLY.

R 22
Cable from A. W. Perera to Shuco, Hongkong 

JAN 24-51 SPECIAL
Ceylon Telegraphs

FULL RATE
SHUCO 

To Name: SHUCO
Address: HONGKONG

31123 5223 ED 15167 9318 LY 3351 17322 29553 9623 NOT 5223 
34127 14864 1627 19957 5223 3025 34152S 22/1 33561 31117 29460

Exhibits. 
E 21.
Cable from 
Anandappa 
to Benfro. 
23.1.61.

E 21 A.
E 20 decoded. 
23.1.51.

E 22.
Cable from 
A. W. Perera 
to Shuco, 
Hongkong. 
24.1.51.



Exhibits. 
E 22.
Cable from 
A. W. Perera 
to Shuco, 
Hongkong. 
24-1-51— 
Contd.

120

32354 30212 29553 2425 27216 27464 ICE 9623 ING 10353 TIC 32354 
3972 1560 31118S 5424 NOT 6924 34117 33723 31117 19764 7012 
7913 2955350 27751 33723 20116 24926 9030 15662 33723 20116 
21851 31123 1627 5960 29553 2425 11819 ED 31123 2328 20413 
32062 ING 22856 19764 17361 2521 18812 ICAL 29553 30113 ERS 
1814 IVE 21654 27458 14718 13711 15534Y 20719 IALLY 1713 
11061 ED NOT 25115 29553 14815 25811 ED 14425 32361100 9313 
TIC 15014 ITY 29553 2425 12526 3357 PIH 34513 2055, 5158 2758 
32354 3357 34152 7228 ION PIH 29553 1814 24520 20953 34117 
2329 18864 12960 14718 1713 29553 12063 COLOMBO 14864 34117 
17214 14814 5424 2958 24013 34117 14226 29553 6814 34152 27623 
20413 3951 11112 20652 1614150

(Sgd.) A. W. Perera, 
17, Fussels Lane, 
Wellawatte.

10

B 22A.
B 22 decorded.
24.1.61.

R 22a 
R 22 decoded

Cable dated 24/1/51 from Zephyr to Shuco, Hongkong.
THIS CABLED INDIEECTLY AVOID LINK STOP DO NOT 
CABLE ZEPHYR IF ABSOLUTE 20

NECESSAEY CABLE AS YOURS 22/1 WHICH THINK 
STILL UNSUSPECT STOP AMERICAN SECRET SERVICE 
DOING FANTASTIC UNBELIEVABLE THINGS CANNOT 
COMMUNICATE YOU WILL THINK MYSELF COM 
PLETELY CRAZY STOP SHIP WILL NEVER REACH 
DESTINATION INSURE WILL NEVER PAY THIS AB 
SOLUTE CERTAIN STOP AMERICANS FIXED THIS 
ALREADY NOW TRYING PLUG MYSELF LITERAL AND 
METAPHORICAL STOP SUPPLIES ACTIVE PARTNER 
SERIOUSLY_HURT GUN INJURY OFFICIALLY ACCIDENT 30 
EXPECT NOT RECOVER STOP I RETURNED HERE 
UNDER DIPLOMATIC IMMUNITY STOP AMERICAN 
FULL AWARE PIH TIENTSIN AGENT BUT APPEAR 
UNAWARE YOUR CONNECTION PIH STOP ACT QUICK 
IF YOU ALSO MIGHT GET HURT ACCIDENT STOP FLY 
COLOMBO IF YOU LIKE I CAN ARRANGE PROTECT YOU 
HERE STOP COLLECT YOUR SHARE NOW BEFORE 
EXPLOSION OCCURS MONDAY.
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30
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R 23 
Gable from G. Gardiner to Shuco, Hongkong

JAN 24-51 R 23 SPECIAL
Ceylon Telegraphs

Name: SHUCO
To. Address: HONGKONG 

FULL RATE
32517 NTLY 5223 14025 34117 6814 ED 34152 21212 27623 23814.

True Copy 
Clerk to the Board of Review.

(Sgd.) C. Gardiner, 
Ceylon Theatres Ltd., 

Colombo.

R 23s
R 23 decoded

R 23A 
Cable dated 24/1/51 from Zephyr to Hongkong.
URGENTLY CABLE HAVE YOU COLLECTED YOUR OWN 
SHARE PROFIT. 

20 True Copy
Clerk to the Board of Review.

26 JA. 51.

R 24
Cable from Hongkong to C. Gardiner 

R 24 URGENT
OT US206 D HONGKONG 133/130 26 2137—URGENT CYRIL 
GARDINER CARE REGAL COLOMBO—34152 15464 ATION 
1614 21214 33967 29553 19760 15751 23814 20852 2521 14814 22113 
LY 13924 14864 27751 20116 2962 15662 20116 21851 29553 20852 
7068 14864 24953 8363 11035 29553 DID 34117 2251 24161 1511 
11413 8465 2521 20116 15717 2962 AL 29553 —ET— 31123 OK 
33 818 1772010023 5158 WOULD 17214 28626 15464 ATION 29553 
DID 27751 —ET— 1815 26519 20953 WERE 9651 S 11257 29553 
IS 27751 2328 15721CE21214T 20953 IS 311 23 22713 ED 29553 
33523 WILL 13923 1614 19256 29553 IS 27751 4657 12156 12254 
OS 1511 29553 12375 LY 20953 32361 7029 —ATT— 29553 HAVE 
20225 15751 15167 27751 5158 20852 22215 AL 33465 29553 WILL 
16353 7151 NT 14814 AL 5158 19722 14025 19415 15464 ATION 
31415 8565 20122 19553 22812.

20553-C.

Exhibits. 
E 23.
Cable from C. 
Gardiner to

•21.1.51.

E 23A.
E 23 decoded. 
24.1.51.

E 24.
Cable from 
Hongkong to 
C. Gardiner. 
26.1.51.



Exhibits. 
E 24A.
E 24 decoded. 
26.1.51.

122

R 24a

R 24 decoded
R 24A.

Cable dated 26/1/51 from Hongkong to Cyril Gardiner.

YOUR INFORMATION ABOUT PIH WRONG STOP MY 
INTEREST PROFIT ONLY AND I AM PERFECTLY HAPPY 
IF SHIP NEVER ARRIVE INSURE NEVER PAY ONLY 
CONCERN IF REAL DANGER EXIST STOP DID YOU ALL 
PULL A FAST DEAL AND NEVER INTEND ARRIVAL 
STOP'THIS OKAY WITH ME BUT WOULD LIKE SOME 
INFORMATION STOP DID SHIP ACTUALLY SAIL OR 
WERE DOCUMENTS FAKED STOP IS SHIP ALREADY 
INTERCEPTED OR IS THIS PLANNED STOP WHAT WILL 
HAPPEN ABOUT MONDAY STOP IS SHIP CARGO FOR 
FORMOSA STOP FREELY OR UNDER COMPULSION STOP 
HAVE NOBLE INTEREST IN SHIP BUT ONLY PERSONAL 
WELFARE WILL KEEP CONFIDENTIAL BUT MUST 
HAVE MORE INFORMATION TODECIDE NEXT MOVE 
PLEASE OBLIGE.

.10

E 25.
Cable from 
Hongkong to 
C. Gardiner. 
26.1.51.

R 25

Cable from Hongkong to C. Gardiner
R 25

26 JA. 51 URGENT 

OT US 207 HONGKONG 111/100 26 2138 D—

URGENT CYRIL GARDINER CARE REGAL COLOMBO

27357 ING 12123 ING 20818 3958 20713 20719 24652 19722 25524 
19722 14025 15464 ATION 33523 HAS 1815 LY 13923 29553 33661 
15662 ANCE 20116 21851 29553 5424 34117 9613 27751 31415 23152 
15167 28722 6222 20953 26511 15953 19953 5251 29553 5212 FR 
ET—20717 13822 146743 1154 9664 5730 4566 9615 4124 34117 2521 
27751 5559 14864 27751 2962 29553 25555 32517 NTLY 2329 27357 
12526 2122 17913 15556 32354 24652 29553 2622 31123 3025 34117 
17214 3381821119 1822 30852 31415 21260 20425 29553 5158 22812 
13051 19760 22215 AL 5223 12526 3171* SK CKD*

20

30



10

R 25a 
R 25 decoded

R 25A.
Gable dated 26/1/51 from Hongkong to Cyril Gardiner.

SENDING FOLLOWING ON BEHALF OF OFFICE QUOTE 
MUST REPEAT MUST HAVE INFORMATION WHAT HAS 
ACTUALLY HAPPENED STOP WHY INSURANCE NEVER 
PAY STOP CAN YOU DIVERT SHIP TO PORT IN SOUTH 
r.HINA OR SAFE ISLAND NEARBY STOP BUYER OFFER 
HALF HUNDRED THOUSAND DOLLARS CASH BONUS 
DIVIDE BETWEEN YOU AND SHIP CAPTAIN IF SHIP 
ARRIVE STOP REPLY URGENTLY ALSO SEND FULL 
AIIRMAIL REPORT UNQUITE ANSWER THIS AS YOU 
LIKE WITHOUT ADD TEN TO PAGE NUMBER STOP BUT 
PLEASE GIVE MY PERSONAL CABLE FULL ATTENTION

Exhibits. 
E 25A.
E 25 decoded. 
26.1.51.

R 26 

Cable from C. Gardiner to Shuco, Hongkong

JAN 26-51. R 26 SPECIALR 26 

Ceylon Telegraphs
FULL RATE

To. Name: 
Address:

SHUCO 
HONGKONG

20 Name: SHUCO
Address: HONGKONG.

1676? 5223 15717 ED 34117 20852 29553 27751 26519 ED 23152 3255 
7154 ED 29553 2251 15464 ATION NOT 11763 13869 5158 25425 
ABLE 28720 29553 14814 20852 3357 12926 8363 11035 19764 9929 
30113 ING 2425S 10530 29553 20224 12571 15464 ATION 3312 1560 
29553 25555 ING 20719 5223 33554 25019 ED.

B 26. 
Cable from 
C. Gardiner 
to Shuco, Hong, 
kong. 
26.1.51.

30

(Sgd.) C. GARDINER,
Ceylon Theatres Ltd., 

Colombo.



124
Exhibits. 
K 26A.
E 26 decoded. 
26.1.51.

R 26a
R 26 decoded

R 26 A.
Cable dated 26.1.51 from C. Gardiner to Shuco, Hongkong.

LAST CABLE INTENDED YOU ONLY STOP SHIP SAILED 
PORT AUTHORITY CONFIRMED STOP ALL INFORMA 
TION NOT FIRST HAND BUT RELIABLE SOURCE STOP I 
ONLY AWARE GENUINE DANGER EXIST MYSELF DUE 
SUPPLYING AMERICAN ENEMY STOP NO FURTHER 
INFORMATION AVAILABLE STOP REPLYING OFFICE 
CABLE WHEN RECEIVED.

10

B 27.
Cable from 
C. Gardiner 
to Shuco, 
Hongkong. 
27.1.51.

R 27
Cable from C. Gardiner to Shuco, Hongkong

JAN 27-51. R 27 SPECIAL
Ceylon Telegraphs

FULLRATE To. Name: SHUCO
Address: HONGKONG

QUOTE TO UNQUOTE DOESN'T MAKE SENSE POSSIBLY 
MUTILATED CABLE AGAIN.

(Sgd.) C. GARDINER, 
Ceylon Theatres Ltd.,

Colombo.
27/1/51. 

True copy
Clerk to the Board of Review.

20

E 27A.
E 27 decoded. 
27.1.51.

R 27a
R 27 decoded

R 27A.
Cable dated 27.1.51 from C. Gardiner to Shuco, Hongkong.

QUOTE TO UNQUOTE DOESN'T MAKE SENSE POSSIBLY 
MUTILATED CABLE AOAIN.

True copy 
Clerk to the Board of Review.

30
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10

20

R 28 
Gable from Hongkong to C. Gardiner

27 JA. 51. R 28 
OT TJS215 HONGKONG 74 27 1225 D—
UEGENT CYEIL GARDINER CARE REGAL COLOMBO- 

18722 24524 18722 13025 14464 ATION 32523 HAS 815 LY 12923 
28553 32661 14662 ANCE 19116 20851 28553 4424 33117 8613 26751 
30415 22152 14167 27752 5222 19953 25511 14953 18953 4251 28553 
4212 ER 19717 12822 13674 30154 8664 4730 3566 8615 3124—50— 
33117 1521 26751 4559 13864 26751 1962 28553 24555 31517 NTLY 
1329 26357 11526 1122 16913 24556 28553 16913 30154 8916 8651 S 
13963*.

Exhibits. 
E 28.
Cable from 
Hongkong 

URGENT to C. Gardiner.
27.1.51.

R 28a 
R 28 decoded

R28 A
Cable dated 27/1/51 from Hongkong to C. Gardiner.
BUYER HAS PAY US ONLY SMALL PART PENDING 
CONFIRM SHIP SAILED STOP HAVE TOLD THEM THIS 
PARTLY BELONG YOUR PEOPLE SO PLEASE HELP 
COLLECT BY SEND FOLLOWING CABLE TO US AT SAME 
CABLE ADDRESS USED THE TIME EAST PRIZE CABLE 
RETURN QUOTE SHIP HAS SAILED 2580 PROPER NEGO 
TIATED COMMA NO REASON HOLD PRIZE BALANCE 
PREVENT MUST PAY IMMEDIATE UNQUOTE.

B 28A.
E 28 decoded. 
27.1.51.

R 20
Cable from Hongkong to C. Gardiner

27 JA. 51. R 29 URGENT 
US US218 D HONGKONG 78/74 27 1440 D
URGENT CYRIL GARDINER CARE REGAL COLOMBO.

30 — 5212 ER HAS 21851 3231526412 20852 28361 21622 
21970 ING 7154 27751 26519 ED 29553 14025 TOLD THE 17721 
31123 21622 LY 4015 34152 22053 28518 22812 14156 6815 
5251 27357 12123 ING 5223 31415 3231526412 3153 26621 5223 
1827 32554 D THE 31317 1011523717 —ET --5223 25811 ED 24652 
27751 HAS 26519 ED 2580 23918 20019 ED 6863 20225 24958 
14412 32547 3464 33561 19722 21851 14963 32354 24652*.

E 29.
Cable from 
Hongkong to 
C. Gardiner. 
27.1.51.



Exhibits. 
B 29A.
E 29 decoded. 
27.1.61.

126

R 29a 
R 29 decoded

E 29A.

Cable dated 27/1/51 from Hongkong to C. Gardiner.

MUST EEPEAT MUST HAVE INFORMATION WHAT HAS 
ACTUALLY HAPPENED STOP WHY INSURANCE NEVEE 
PAY STOP CAN YOU DIVEET SHIP TO POET IN SOUTH 
CHINA OE SAFE ISLAND NEAEBY STOP BUYEE OFFEE 
HALF HUNDEED THOUSAND DOLLAES CASH BONUS 
DIVIDE BETWEEN YOU AND SHIPS CAPTAIN IF SHIP 
AEEIVE STOP EEPLY UEGENTLY ALSO SEND FULL 
AIEMAIL EEPOET STOP MAIL THOUSAND DEUMS 
DOCUMENTS IMMEDIATELY.

10

E 30.
Cable from 
Hongkong to 
C. Gardiner. 
28.1.61.

R 30 

Cable from Hongkong to C. Gardiner

28 JA. 51. E 30 UEGENT 

OT US249 HONGKONG 33/32 28 1312 D—

UEGENT—CYEIL GAEDINEE CAEE
EEGAL COLOMBO- 

2580 1481426412 7923 20425 29553 25524 ING 24652 27751 HAS 
26519 ED 2580 23918 20019 ED 6863 20225 24958 14412 32457 
3464 33561 19722 21851 14963*.

20

E 30A.
E 80 decoded. 
28.1.51.

R 30a 

R 30 decoded

Cable dated 28/1/51 from Hongkong to C. Gardiner.
E 30A.

2580 IS CEEDIT NUMBEE STOP EEPEATING QUOTE 
SHIP HAS SAILED 2580 PEOPEE NEGOTIATED COMMA 
NO EEASON HOLD UP BALANCE WHICH MUST PAY 
IMMEDIATELY. 30



10

127,

R 31 
Cable from Hongkong to C. Gardiner

28 JA. 51. . R 31
OT US252 HONGKONG 91/90 28 2020— 
CYRIL GARDINER CARE REGAL COLOMBO- 
21117 12423 20815 25215 31415 15953 29553 15118 27751 23727 
31415 19552 20713 0542431461 26056 29553 24711 8719 15654 IONS 
31415 5559 1722 INGLY 29553 5424 2958 3618 13624 21851 5730 
25858 3025 20717 ED 252115167 1825 7121 NCE 19258 21851 ABLE 
31415 7954—50—20953 31019 11317 S 15167 10914 20713 1713 
29553 30770 32517 NT 12526 19822 20713 27751 2521 34152 10831 
D 8420 20713 2962 AL 3153 20117 9030 15167 20968 31415 2958 
10658 29553 25555 2713 10914 31123 32853 32517 NT*.

True Copy 
Clerk to the Board of Review.

Exhibits. 
R 31.
Cable from 
Hongkong to 
C. Gardiner. 
28.1.51.

R 31a
R 31 decoded

R32A.
Cable dated 28/1/51 from Hongkong to Cyril Gardiner.

20 OUR FRIDAY OMIT REFERENCE ISLAND STOP IMPOR 
TANT SHIP PROCEED TO MOUTH OF CANTON RIVER 
STOP RADIO DEFINITE INSTRUCTIONS TO CAPTAIN 
ACCORDINGLY STOP CAN ARRANGE BANK GUARANTEE 
PAY CASH REWARD AS OFFERED AND IN ADDITION 
CODOLENCE MONEY PAYABLE TO CREW OR THEIR 
FAMILIES IN EVENT OF ACCIDENT STOP TELEGRAPH 
URGENT FULL NAME OF SHIP AND YOUR ESTIMATED 
DATE OF ARRIVAL AT NEW DESTINATION IN ORDER TO 
ARRANGE ENTRY SHIP STOP REPLY ANY EVENT THIS

30 VERY URGENT. ______

R 32 
Gable from Hongkong to G. Gardiner

29 JA. 51 R 32 URGENT
OT US20 HONGKONG 40/38 29 2100 D—
URGENT CYRIL GARDINER CARE REGAL COLOMBO
—9022 LY 3354 34152 25555 31415 2251 22951 S 21117 23563 
5223 S 29553 34152 17528 8756 32853 13956 FUL 31415 1772110023 
252112424 S 14226 29553 32517 NTLY 25555 SPECIFIC 2622 S *.

B 3lA.
E 31 decoded. 
28.1.51.

E 32. 
Cable from 
Hongkong to 
C. Gardiner. 
29.1.51.
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Exhibits. 
R 32A.
B 32 decoded. 
29.1.51.

R 32a 
R 32 decoded

R32A.
Cable dated 29/1/51 from Hongkong to Cyril Gardiner.
DESPARATELY AWAIT YOUR REPLY TO ALL POINTS 
OUR PREVIOUS CABLES STOP YOUR LONG DELAY VERY 
HARMFUL TO ME AND FRIENDS HERE STOP URGENTLY 
REPLY SPECIFIC ANSWERS.

True Copy 
Clerk to the Board of Review. 10

E 33.
Cable from 
Hongkong to 
C. Gardiner. 
22.1.61.

R 33
Cable from Hongkong to G. Gardiner 

R 33
OT US7 HONGKONG 10 22 1215— 
CYRIL GARDINER CARE REGAL COLOMBO- 

ASK HIM CONTACT US URGENTLY.

E 34.
Cable from 
Cyril Gardiner 
to Shuco, 
Hongkong. 
30.1.61.

R 34
Cable from Cyril Gardiner to Shuoo, Hongkong 

JAN 30-51 R 34
Ceylon Telegraphs 20

URGENT
To. Name 

Address
CHUCO 
HONGKONG.

ADDRESS CABLES CHEN CARE ZEPHYR COLOMO.

(Sgd.) C. Gardiner,
No. 8, Parsons Road, 

Colombo.
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10

20

30

40

R 35
Cable from A. W. Perera to Shuco, Hongkong

R35. 
PI)- -08470—0566 Jan 30-51. A.F.D.

CEYLON—TELEGEAPHS.
Name: SHUCO 
Address: * Hongkong.

3354 2122 25556 29553 2251 15464 13051N 34117 WAS 13051N 
1772110023 5251 22215 14855 ING 14315 SELF 3025 2425 27216 
2055 33655 15766ED ME 29553 14327 11726 25428 WAS QUOTE 
34152 33858 15167 32618 27264 WHAT HAPPENS ABOUT 19256 
WE FIXED EVERYTHING 27751 33852 2962 15662 33852 21851 
UNQUOTE HENCE MY CABLE STOP NOTHING FURTHER 
KNOWN STOP 8719 8363 EXISTS STOP 11818 26359 IAN 
27751S 9327ED THIS WEEK ENROUTE HERE 31415 6814 
26259 29553 20224 31622 ANYWHERE STOP DRAW YOUR 
OWN CONCLUSIONS STOP MATTER BEING KEPT VERY 
CONFIDENTIAL LEST 29264 7156 29553 5223 ING NOT 26511 
PLEASE USE 2122 17913 STOP 27751 MUST 2962 14226 20818 
26223 ABOUT 4/13 WILL CABLE 33554 2962.

(Sgd.) A. W. Perera, 
17, Fussels Lane, 

Wellawatta.

R 35a
R 35 decoded

R 35A 
Cable dated 30/1/51 from A. W. Perera to Shuco, Hongkong
AWAIT AIR REPORT STOP ALL INFORMATION GIVEN 
YOU WAS GIVEN ME BY PERSONAL IDENTIFYING HIM 
SELF AS AMERICAN SECRET SERVICE AGENT WHO 
INTERVIEWED ME STOP HIS FINAL REMARK WAS 
QUOTE YOUR WORK IN VAIN SEE WHAT HAPPENS 
ABOUT MONDAY WE FIXED EVERYTHING STOP WONT 
ARRIVE INSURE WONT PAY UNQUOTE HENCE MY 
CABLE STOP NOTHING FURTER KNOWN STOP DEFI 
NITE DANGER EXISTS STOP FIVE RUSSIAN SHIPS DIS 
APPEARED THIS WEEK ENROUTE HERE TO COLLECT 
RUBBER STOP NO TRACE ANYWHERE STOP DRAW 
YOUR OWN CONCLUSIONS STOP MATTER BEING KEPT 
VERY CONFIDENTIAL LEST START CONFLAGARATION 
STOP CABLING NOT SAFE PLEASE USE AIRMAIL STOP 
SHIP MUST ARRIVE HERE ENROUTE ABOUT 4/12 WILL 
CABLE WHEN ARRIVE.

Exhibits. 
E 35. 
Cable from 
A. W. Perera 
to Shuco, 
Hongkong l 
30.1.51.

E 35A.
E 35 decoded. 
30.1.51.

12



Exhibits. 
E 36.
Cable from 
Hongkong to 
C. Gardiner 
31.1.61

B 86A.
E 36 decoded. 
31.1.51..

130

R 36 
Cable from Hongkong to C. Gardiner

COLOMBO—TELEGRAPHS. 

590.

E36. 

31 JA. 51-

OT US80 HONGKONG 61/60 31 1712—CYCIL GARDINER 
CARE REGAL COLOMBO—2463 20851 MENT 32723 26515 
26811 LY 28553 21812 14654 4559 1719 LY 24524 7719 LY 8613 
26751 30415 19117 8030 3281 820119 10252 28553 960 13622 30415 10 
20851 24858 28553 4223 33152 6154 ATON 30014 33117 32723 6354 
1521 14654 455~9 722 INGLY 32554 26751 —ET— 1817 S 33152 
22151 28553 8623 33152 31563 24524 31563 * COLL 2463 20851 
32723 26515 26811 28553 21812 14654 4559 7719 24524 7719 8613 
26751 30415 19117 8030 3281820119 10252 28553 960 13622 3Q415 
20851 24858 28553 4223 33152 6154 30014 33117 32723 6354 1521 
14654 4559 722 32554 26751 1817 S 33152 22151 28553 8623 33152 
31563 24524 31563*.

True Copy
Clerk to the Board of Review 20 

(Income Tax).

R 36a 
R 36 decoded

Cable dated 31/1/51 from Hongkong to C. Gardiner.
R36A

DOCUMENTS SEPARATE THOUSAND WORRY WHAT 
HAPPEN PLEASE KINDLY REPLY,

E 37. 
Cable from 
Hongkong to 
C. Gardiner. 
81.1.51.

R 37
Gable from Hongkong to G. Gardiner 

31 JA. 51 R 37 
OTUS 83 HONGKONG 16 311759—
CYRIL GARDINER CARE REGAL COLOMBO- 
9651 S 27417 31154 33911 33523 13923
22812 16425 LY 25555

30



10

E37A

; 131

R 37a 

R 37 decoded

Cable dated 31/1/51 from Hongkong to C. Gardiner.
BALANCE PAYMENT WILL SETTLE SHOETLY STOP 
PLEASE INSTEUCT CAPTAIN DEFINITELY EEPEAT 
DEFINITELY DIVEET SHIP TO NEW DESTINATION 
WITHOUT FAIL STOP ADVISE HOW TO PAY EEWAED 
STOP CABLE YOUE CONFIEMATIQN THAT YOU WILL 
CONTACT AND INSTEUCT CAPTAIN ACCOEDINGLY 
WHEN SHIP APPEOACHES YOUE POET STOP DO YOUE 
UTMOST EEPEAT UTMOST.

Exhibits.
E 37A.
E 37 decoded.
81.1.51.

R 38
Cable from Hongkong to C. Gardiner

7 MA. 51
OT US50 HONGKONG 11 7 1700—
CYEIL GAEDINEE CAEE REGAL COLOMBO—
7151 ntial 22812 25555 33523 20120.

E 28

E 38.
Cable from 
Hongkong to 
C. Gardiner. 
7.3.51.

R 38a 

20 R 38 decoded

Cable dated 7/3/51 from Hongkong to C. Gardiner.
E 38A

BUYEE INSTEUOTS YOU TELEGEAPH IMMEDIATELY 
TO AND ASK SHIP OWNEE IN SWEDEN TO INFOEM 
THEIE TIENTSIN AGENT WINTEE COMPANY DIEECTLY 
BY UEGENT CABLE WHEN DO THEY EXCEPT SHIP 
AEEIVE NEW DESTINATION.

True copy 
Clerk to the Board of Eeview.

E 38A.
E 38 decoded. 
7.3.51.
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Exhibits. 
E 39. 
Cable from 
Hongkong to 
C. Gardiner. 
7.8.51.

R 30 
Cable from Hongkong to C. Gardiner

7 ME. 51 R39
OT US 51 HONGKONG 46/41 7 1700—
CYRIL GARDINER CARE REGAL COLOMBO
4212 ER 14654 33117 29770 13963 LY 
30415 1521 2058 26751 20212 ER 14167 
254123241307859 30415 14464 30019 
30266188112941927021 1055 32758 5952 8318 
LY 4251 31517 NT 4223 32554 8623 30059 
10061 26751 1962 19117 8030.

10

E 39A .
E 39 decoded. 
7.3.51.

R 39a 
R 39 decoded

Cable dated 7/3/51 from Hongkong to C. Gardiner. 
CONFIDENTIAL PLEASE REPLY WHAT NEWS.

R 39A

E 40.
Cable from 
Hongkong to 
C. Gardiner. 
8.3.51.

R 40 
Gable from Hongkong to G. Gardiner.

8 MR. 51
OT US57 HONGKONG 16 8 1150 —
CYRIL GARDTNER CARE REGAL COLOMBO —
NOT 2062 D 34062 33523 20120 34117 
14025 25555 32517 NT.

R40

20

E 40A.
E 40 decoded.
8.3.51.

R 40a
R 40 decoded

R40A
Cable dated 8/3/51 from Hongkong to C. Gardiner.
NOT HEARD YET WHAT NEWS YOU HAVE REPLY 
URGENT.
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R 41 Exhibits.
E 41.

Cable from A. W. Perera to Allenpih, Hongkong cable from
A. W. Perera

MAR 10-51 R 41
URGENT 10 - 3 ' 51 - 

Ceylon Telegraphs
* URGENT 

To
Name : ALLENPIH 
Address: HONGKONG

10 NO NEWS WHATSOEVER STOP INSTRUCTED SUPPLIERS 
CONTACT SWEDEN.

(Sgd.) A. W. Perera, 
17 Fussels Lane,

Welawatte. 
True copy 

Clerk to the Board of Review.

R 42
E 1-2.

Cable from Hongkong to C. Gardiner cable from
Q A/TD K1 ft d.9 Hongkong to 
9 MR. 51 K *Z c. Gardiner.

20 OT US84 HONGKONG 20 9 1347 —
CYRIL GARDINER CARE REGAL COLOMBO- 
5212 EP 18465 30521 27458 1814 ION 
31615 OS 14864 34117 6353 27958 22812 
25555,

R 42a E 42A.
E 4-2 decoded.

R 42 decoded 9 3 51
A 42A

Cable dated 9/3/51 from Hongkong to C. Gardiner.
BUYER MAY TAKE STIFF ACTION AGAINST US IF YOU 

30 KEEP SILENT CABLE REPLY.
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Exhibits,
K 43.
Cable from
B. Savundara-
nayagam to
Eenfro.
12.3.81,

E 44.
Cable from 
Hongkong to 
C. Orardiner. 
12.3.51.

R 43 
Cable from E. Savundranayagam to Renfro

MAR 12-51 
LT

R 43
Ceylon Telegraphs 

RENFRO
To Name: Peninsular Hotel, 
Address: HONGKONG.

CERTAIN ITEMS WORKABLE MAIL FULL LIST ALL 
REQUIREMENTS STOP WRITING REGARDING NEON 
WILL REQUIRE NOT ONLY TECHNICIANS BUT FULL 
PLANT STOP PLEASE ADDRESS CABLES QUOTE ZEP 
HYR COLOMBO UNQUOTE.

(Sgd.) Emil Savundranayagam, 
30, Horton Place, 

Colombo 7.
11.3.51.

R 44
Cable from Hongkong to C. Gardiner 

12 MR 51 R 44
USUS 9 HONGKONG 26 12 1810— 
CYRIL GARDINER CARE REGAL COLOMBO- 
SWEDISH EAST ASIA COMPANY SWEDEN AND THEIR 
AGENT HERE GILMAN COMPANY HAVE NO KNOWL 
EDGE OF SHIP STOP PLEASE TELEGRAPH OPERATORS 
NAME.

10

20

E 45.
Cable from
E. Savundaia-
nayagam to
Eenfro.
13.3.51.

R 45 
Cable from E. Savundranayagam to Renfro

MAR 13-51
Ceylon Telegraphs 
Name : RENFRO

R45

Address : PENINSULAR HOTEL, HONGKONG
MY NEW POSTAL ADDRESS 30 HORTON PLACE 
COLOMBO 7,

EMIL
(Sgd.) Emil Savundranayagam, 

30, Horton Place, * 
Colombo 7. 13.3.51,

30
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R 46
Cable from Hongkong to Zephyr, Colombo 

15 MR 51 R 46
US68 HONGKONG 20 15 2115—

ZEPHYR COLOMBO- 
42605 19719 CABLING ASKING 24555 TO 18760 22712 4223 827 
STOP SUGGEST YOU 24555 TO 511 4223 827.

Exhibits. 
B 46.
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
15.8.51,

R 46a
R 46 decoded

10 R 46A. 
Cable dated 15/3/51 from Hongkong to Zephyr Colombo.
OFFICE CABLING ASKING REPLY TO MY PRIVATE 
CABLE ADDRESS STOP SUGGEST YOU REPLY TO A 
CABLE ADDRESS.

B 46A.
E 46 decoded. 
15.3.51.

20

30

R 47
Cable from Hongkong to Zephyr, Colombo 

19 MR. 51
US17 HONGKONG 38 19 2109—

ZEPHYR COLOMBO—

R 47

42323 1251 24524 1251 18760 21215 AL 4223 2955 32818 19425 
13272 ER 3001 34600 28553 1251 20112 8623 NOT 24555 18760 
21215 AL 4223 827 28553 14464 ATION 30415 15817 19413 19116 
20658 ED 19818,

True Copy 
Clerk to the Board of Review.

R 47a
R 47 decoded

R 47A
Cable dated 19/3/51 from Hongkong to Zephyr, Colombo.
ALL REPEAT ALL MY PERSONAL CABLES BEGIN WITH 
NUMBER HIGHER THAN STOP ALL OTHER DO NOT 
REPLY MY PERSONAL CABLE ADDRESS STOP 
INFORMATION TO LATTER NOW NEVER PASSED.

True Copy 
Clerk to the Board of Review.

E 47.
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
19.3.51.

E 47A.
E 47 decoded.
19.3.51.



Exhibits.
E 48. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
20.3.61.

136

R 48 
Cable from Hongkong to Zephyr, Colombo

R 48
CABLE AND WIRELESS LIMITED 

SERVICE TELEGRAM

20 MAR 1951
OTUS020 A HK CO 9—

SU13/US17 ZEP 14TH 30011 REPT 30011

POMDU

B 49. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
21.3.51.

R 49 
Cable from Kongkong to Zephyr, Colombo

R 49

.10

21 MR 51

US53 HONGKONG 97/96 21 1310—
ZEPHYR COLOMBO- 

24214 33152 4223 THIRTEENTH CANNOT 3136128225 23652 
28960 6354 SUPPLIER 24214 TERMS BUYER 6419 UNQUOTE 
21812 10074 28553 2025 10355 2025 BUYER IS CONCERNED 
33117 ARE NOT 19852 DRAWER 19713 8766 4158 1329 THE 
SUPPLIER 28553 33117 18722 12051 11526 FACTS ASTO 13622 
26751 19116 SAILED 11461 MARSEILLE—50—19818 
TWELVETH 15052 2025 WAS CONFIRMED 4251 22152 2255 
1521 SHIPPING 5952 28553 19224 31554 30415 21760 13267 1521 
26266 1713 18415 28553 960 33117 30415 15859 33152 CARDS 19818 
THE 29424 28553 32413 15551 19251 4425 11960 2358 32818 511 
7020 7465 19713 30123 27114,

20
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R 50 
Cable from E. Savundaranayagam to Allenphi, Hongkong

MAR 21-51 R 50
Ceylon Telegraphs

LT 
To. Name:

ALLENPHI, 
HONGKONG

We take great exception your cable twenty-first and insist YOU 
10 IMMEDIATELY WITHDRAW YOUR INSULTING RE 

MARKS REFERENCE 7020 7465 STOP YOUR RIDICULOUS 
STATEMENT THAT 26751 19116 SAILED ETC NOT UNDER 
STOOD IN VIEW 22152 2255 CONFIRMATION STOP YOUR 
CRYPTIC REFERENCES TO HIDE AND SEEK AND CARDS 
ON TABLE ETC AND FINAL SENTENCE CONSIDERED 
ABSOLUTE IMPERTINENCE OBVIOUSLY DUE SOME 
ABERATION YOUR END STOP YOUR SENTENCE QUOTE 
2025 10355 2025 BUYER IS CONCERNED 33117 ARE NOT 19852 
DRAWER 19713 8766 4158 1329 THE SUPPLIER UNQUOTE 

20 CONSIDERED RIDICULOUS REFER CONTRACT CALUSE 
2D. STOP YOU WOULD APPEAR ATTEMPTING MAKE US 
SCAPEGOATS COVER SOME IRREGULARITY YOUR END.

(Sgd.) Emil Savundaranayagam, 
8, Parsons Road,

Colombo 2, 
March 21, 1951.

Exhibits.
B. 50. 
Cable from 
B. Savundara 
nayagam to 
Allenphi, 
Hougkong. 
•Jl.3.51,

R 51 
Cable from Hongkong to Zephyr, Colombo

22 MR. 51 51
30 US81 HONGKONG 77 22 1940

LT ZEPHYR COLOMBO- 

REFER YOUR TELEGRAM TWENTY-FIRST MARCH WE 
ARE QUITE PREPARED TO RETRACT PREVIOUS STATE 
MENTS AND APOLOGIZE IF YOU CAN SHOW US THAT

E 51. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
20.3.51.



Exhibits. 
E 51. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
22.8.51. 
—contd.

138

SUCH ACTIONS BY US ARE WARRANTED STOP MEAN 
WHILE PLEASE GIVE DETAILS OF YOUR MEETING 4559 
OF 26751 SAGA AS PER YOUR TELEGRAM DATED EIGHTH 
FEBRUARY STOP *ET* REGARDING CONTRACT YOU 
MENTIONED PLEASE CABLE US PARTIES TO THIS CON 
TRACT AND CLAUSE 2D AND AIRMAIL PHOTOSTATIC 
COPY OF ENTIRE CONTRACT AS WE AWARE NO CON 
TRACT WHATSOEVER*.

4559 26751 * ALSO 2D *
True Copy 

Clerk to the Board of) Review.
10

E 5U.
E 51 decoded.
22.3.51.

R Sla 
R 51 decoded

R 51A
Cable dated 22.3.51 from Hongkong to Zephyr Colombo.
NEON PLANT AND THREE SKILLED WORKERS ALL 
READY STOP CABLE WHETHER YOU DEAD SERIOUS IF 
SO WILL WRITE FULLY STOP OWN MATTER BUYERS IN 
FRANTIC STEW STOP I RATHER AMUSED BUT PLEASE 
DONT INVOLVE ME IN ANYTHING, 20

E 52. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
22.3.51.

R 52 
Cable from Hongkong to Zephyr, Colombo

22 MR 51 R 52
US77 HONGKONG 47 22 1735—

ZEPHYR COLOMBO- 
35919 NEON 21717 AND THREE 27151 ED 32858 ERS ALL 23952 
28553 4223 32559 33117 7460 26458 IF SO 32723 32965 11526Y 28553 
20112 MATTER 4212 ERS 14167 11365 28427 28553 13814 
RATHER 1465 ED 4158 PLEASE 8717T 14871 16721 9023 14167 
1713 30118. 30



10

139

R 52a

R 52 decoded

R 52A
Cable dated 22.3.51 from Hongkong to Zephr.

REFER YOUR TELEGRAM TWENTY-FIRST MARCH WE 
ARE QUITE PREPARED TO RETRACT PREVIOUS STATE 
MENTS AND APOLOGIZE IF YOU CAN SHOW US THAT 
SUCH ACTIONS BY US ARE WARRANTED STOP MEAN 
WHILE PLEASE GIVE DETAILS OF YOUR MEETING CAP 
TAIN OF SHIP SAGA AS PER YOUR TELEGRAM DATED 
EIGHTH FEBRUARY STOP REGARDING CONTRACT YOU 
MENTIONED PLEASE CABLE US PARTIES TO THIS CON 
TRACT AND CLAUSE 2D AIRMAIL PHOTOSTATIC COPY 
OF ENTIRE CONTRACT AS WE ARE AWARE NO CON 
TRACT WHATSOEVER.

Exhibits.
E 52A.
E 52 decoded.
22.3.51.

R 53 

Gable from Hongkong to Zephyr, Colombo

27 MR 51 R 53 
US22 HONGKONG 65/63 27 1650— 

20 LT ZEPHYR COLOMBO—
Refer your telegram twenty fourth 30266 NT 27021. 
BUYER WISHES TO 5526 30123 18122 AND ALSO WISHES 
TO KNOW MORE ABOUT THE FACTS OF THIS DEAL STOP 
BUYER WILL SEND REPRESENTATIVE WITH CREDEN 
TIALS 32818 MISTER 23614 TO MEET 9023 IN BANGKOK 
STOP PLEASE ADVISE WHEN YOU WILL BE ABLE TO 
TAKE THIS TRIP STOP WE BELIEVE THERE IS 
MENDOUSLY BRIGHT PROSPECT FOR FUTURE*SK,

E 53, 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
27.3.51,



Exhibits.
E 54.
Cable from
B. Savundara-
nayagam to
Hwa Shih Co.
Tientsin.
30.3.51.

140 

R 54

Cable from £. Savundaranayagam to Hwa Shih Co.
Tientsin

Mar 30-51 R 54
Ceylon Telegraphs 

3432

To. Name: HWA SHIH CO. 
Address; TINETSIN

NOTHING KNOWN HERE SORRY.
EASTERN ENTERPRISES COMPANY. 10

(Sgd.) Emil Savundaranayagam,
8, Parsons Road, 

Colombo 2, 30/3/51.

E 55. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
30.3.51.

R 55 

Cable from Hongkong to Zephyr, Colombo

R 55
30 MR. 51 
US 111 HONGKONG 50 30 1832—

LT—ZEPHYR COLOMBO- 
REFER YOUR TELEGRAM 24/3 SINCE YOU ARE READY 
TO DIVULGE ALL FACTS AT PROPER PLACE AND TIME 
WE WOULD ASK YOU TO 19265 21660 30317 FOR MEETING 
STOP ALTERNATIVELY IF YOU LIKE YOU CAN DIVULGE 
ALL ENACTS TO MANAGER OF BANK OF 5222 IN CAL 
CUTTA PLEASE REPLY.

20
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R 56 Exhibits.
E 56.

Cable from E. Savundaranayagam to Allenphi, Hongkong Eablesav°undara
nayagam to 
Allenphi,

31 MAE 51 R 56 Hongkong.
31.3.51.

Ceylon Telegraphs 
LT

To. Name: ALLENPHI 
Address: HONGKONG

REFER OUR CABLE 24/3 180TH TO 190TH WORDS INFORM 
BUYER ACCORDINGLY ALSO.

10 Emil Savundaranayagam,
8, Parsons Road,

Colombo 2,
31/351. 

True Copy 
Clerk to the Board of Review.

D RXJ ''r\ Or Cable from
A. W. Perera

Cable from A. W. Perera to Allenphi, Hongkong
1.2.51.

FEE 1-51 R57

Ceylon Telegraphs 

Full Rate
20 LT

To. ALLENPHI
HONGKONG

6154 32723 6354 4559 14654 722 ingly 32554 26751 1962 COLOMBO 
22151.

A. W. Perera, 
17, Fussels Lane, 

Wellawatte.



Exhibits.
E 58. 
Cable from 
Hongkong to 
Chen c/o 
Zephyr. 
7.2.51.

142

R 58

Gable from Hongkong to Chen c/o Zephyr

7 FEE 51 E 58

OT US33 HONGKONG 96/94 7 2020—
CHEN CAEE ZEPHYE COLOMBO- 

19760 23712 5223 S 33723 14855 5251 29264 33818 20425 1615 34600 
29553 31013 S 12156 17061 29553 5223 1772010023 33554 27751 2962 
29553 HAVE YOU INTEEEST IN 28361 EE 17014 5153 29553 
FOE EXAMPLE COTTON MILL HEEE 33264 16517 TING 
19963 S BY 2122 2121802051 = 50 = ABOUT HALF 8118 I C 
12154 WILLING OPEN 2425 9663 7923 TO YOU FOE ABOUT 
12324 31154 8663 INCLUDING TWENTY-FIVE PEECENT FOE 
34117 ABOVE GIF HONGKONG 2122 12412 PEICE IF YOU 
WILL 20968 12461 DESIGNATED 2425 6952 AND 12314 BY 2122 
STOP OTHEE BUSINESS 28012*.

10

B 68A.
E 58 decoded.
7.2.51.

R 58a 

R 58 decoded

E 58A 
Cable dated 7.2.51 from Hongkong to Chen c/o Zephyr Colombo.
MY PEIVATE CABLES W'ILL IDENTIFY BY STAET WITH 20 
NUMBEE ABOVE STOP THANKS FOE LETTEE STOP 
CABLE ME WHEN SHIP AEEIVE STOP HAVE YOU INTE 
EEST IN SMALLEE LEGITIMATE BUSINESS STOP FOE 
EXAMPLE COTTON MILL HEEE WANT KNITTING NEED 
LES BY AIE PACKAGE ABOUT HALF CUBICFOOT WILL 
ING OPEN AMEEICAN DOLLAE CEEDIT TO YOU FOE 
ABOUT FOUE THOUSAND DOLLAES INCLUDING 
TWENTY-FIVE PEECENT FOE YOU ABOVE CIF HONG 
KONG AIE FEEIGHT PEICE IF YOU WILL OEDEE FEOM 
DESIGNATED AMEEICAN COMPANY AND FOEWAED BY 30 
AIE STOP OTHEE BUSINESS SIMILAE.
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R 59 Exhibits.

R 59.
Cable from A. W. Perera to Allenphi, Hongkong cable from

r ' 00 A. W. Perera
FEE 8-51 R 59 K^^''0-01-1/-IT AT Hongkong.SPECIAL 8.2.51. 
FULL RATE

Ceylon Telegraphs
Name: ALLENPHI 

To. Address: HONGKONG
1251 1941115313 9831 1962 0442430461 6/3 20851 24858 4559 32554 

10 1962 STOP 6121 ENCE 18258 13864 713 20851 20212ER 8562 6954 
10315 ILIES.

A. W. Perera, 
Fussels Lane, 

Wellawatte.

R 59a R 59A.
R 59 decoded.

R 59 decoded 8251
R 59A

Cable dated 8.2.51 from A. W. Perera to Allenphi, Hongkong. 
ALL OK ESTIMATE ARRIVE CANTON 6/3 PAY REWARD 

20 CAPTAIN WHEN ARRIVE STOP CONDOLENCE MONEY IF 
ACCIDENT PAY OWNER DISTRIBUTE CREW FAMILIES.

True Copy 
Clerk to the Board of Review.

R 60 B 60
_ . Cable fromCable from E. Savundaranayagam to Renfro E. savundar*.

nayagam to

FEE 9-51 R 60 SPECIAL
FULL RATE

Name: RENFRO
To PENINSULA HOTEL 

30 Address : HONGKONG
HAVE YOU COLLECTED FULLY YET.

Emil Savundaranayagam,
42, Glenaber Place, 

Colombo 3.



Exhibits.
R 61. , 
Cable from 
E. Savundara 
nayagam to 
Eenfro. 
13.2.51.
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R 61

Cable from E. Savundaranayagam to Renfro

13 FEE 51 E 61 SPECIAL 
EULL RATE Ceylon Telegraphs

To. Name: EENERO
PENINSULA HOTEL 

Address: HONGKONG

CABLE HAVE YOU COLLECTED FULLY.

True Copy 
Clerk to the Board of Eeview.

Emil Savundaranayagam, 
42, Glenaber Place. 10

E 62. 
Cable from 
Hongkong to 
Cben c/o 
Zephyr. 
14.2.51.

R 62 

Cable from Hongkong to Chen c/o Zephyr

14 FEE 51 E 62
OT US 53 HONGKONG 141/140 14 1855—

CHEN CAEE ZEPHYE COLOMBO- 

40110 33413 6815 FOETY PEECENT ON 27751 17711 ENT 
SIXTY PEECENT WHEN 2962 29553 HAVE NOW FULLY 
5815 12312 22062 29553 14814 PEESONALLY NEVEE DID 
EXPECT 6815 OTHEE 28113 22062 SO DONT GIVE IT MUCH 
THOUGHT STOP WHEN 5223 17721 10023 PEESONALLY 
32564 19760 22215 AL—50—11818 17062 52231827 KEEP 17721 
10023 FULL 7151 NTIALLY 15464 ED AND IN FUTUEE 14814 
33723 NOT INFOEM 21112 S ANYTHING YOU 16523 7151 
NTIAL STOP OFFICE PEOPLE WEITING 34117 5652 5215 
YEIL ASK 34117 EEPLY TO 20117 1827 STOP SUGGEST YOU 
CONTINUE 27357 3396420852 MATEEIAL 31415 17721 10023— 
100—ONLY HOWEVEE TO PEEVENT 29026 OF 15464 ATION 
TO TOO MANY 21657 ASSOCIATED WITH OTHEE 1827 ES 
STOP 14814 SATISFIED WITH 23814 ALREADY 15167 13869 
AND MAIN INT'EEEST NOW IS LET WHOLE 18425 9211 AS 
24524 LY AS IT 33723*.

20

30
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R 62a
R 62 decoded

R. 62A
Cable dated 14.2.51 from Hongkong to Chen c/o Zephyr.
WE COLLECT FOETY PERCENT ON SHIP DOCUMENTS 
SIXTY PERCENT WHEN ARRIVE STOP HAVE NOW 
FULLY COLLECT FORTY PERCENT STOP I PERSONALLY 
NEVER DID EXPECT COLLECT OTHER SIXTY PERCENT 
SO DONT GIVE IT MUCH THOUGHT STOP WHEN CABLE 
ME PERSONALLY USE MY FIVE LETTER CABLE 
ADDRESS KEEP ME FULL CONFIDENTIALLY 
INFORMED AND IN FUTURE I WILL NOT INFORM 
OTHERS ANYTHING YOU CABLE CONFIDENTIAL STOP 
OFFICE PEOPLE WRITING YOU CARE CYRIL'ASK YOU 
REPLY TO OUR ADDRESS STOP SUGGEST YOU 
CONTINUE SEND WRITTEN ONLY MATERIAL TO ME 
ONLY HOWEVER TO PREVENT SPREAD OF INFORMA 
TION TO TOO MANY PARTY ASSOCIATED WITH OTHER 
ADDRESSES STOP I SATISFIED WITH PROFIT ALREADY 
IN HAND AND MAIN INTEREST NOW IS LET WHOLE 
MATTER DIE AS QUIETLY AS IT WILL.

True Copy.
(Sgd.) Illegible.

27.8.53. 
Clerk to the Board of Review.

Exhibits.

E 62A.
B 62 decoded.
14.2.51.

R 63

Cable from E. Savundaranayagam to Shuco, Hongkong

FEB 16-51 R 63
Ceylon Telegraphs 

30 FULL RATE
To. Name: SHUCO

Address: HONGKONG

AT PRESENT UNABLE SHIP 31364 5856 3069 OR NEEDLES 
WILL ADVISE IMMEDIATELY POSITION EASES STOP 
MEANWHILE WHAT ABOUT MY NEON SIGN FACTORY 
WRITE FULLY.

Emil Savundaranayagam,
42, Glenaber Place,

Colombo 3.

E 63.
Cable from
E. Savnndara-
nayagam to
Shnco,

cr>T?riT A T Hongkong' 
SPECIAL 16.2.51.

13



Exhibits.

E 64. 
Cable from 
Hongkong to 
Chen. c/o 
Zephyr. 
16.2.51.

146

R 64

Cable from Hongkong to Chen c/o Zephyr

16 FEE 1951 R 64
CABLE AND WIRELESS LIMITED

CORRECTION TO FOLLOW
OTUS 83 HONGKONG 67/63 16 1150—
NUMBER OF WORDS

—CHEN CARE ZEPHYR COLOMBO- 
SUBJECT TO CORRECTION (64 ACTLS)
50632 CAN YOU SHIP UP TO HUNDRED NEW 31364 WITH 
32115 FROM THERE IMMEDIATELY STOP IF SO PLEASE 
QUOTE EITHER 9663 OR 2461432457EE GIF HONGKONG 
STOP SUGGEST YOU INCLUDE ABOUT A 31122 PERCENT 
NETT PROFIT STOP 28114 S 3112232265 5251 28111 AND 
3112212324 5251 27516 AND 10317 14674 5251 32228 STOP SAME 
APPLIES ANY 9916 OF 5856 28557 OR 3069-*.

True Copy 
Clerk to the Board of Review.

10

E 65.
Cable from 
G. Gardiner 
to Shuco, 
Hongkong. 
30.11.50.

R 65 

Cable from C. Gardiner to Shuco, Hongkong 20

SHUCO R 65 
FULL RATE

HONGKONG
YOURLET TWENTYTHIRD AIRMAILED 
EMIL LONDON

Sgd. 
A. 30/11/50 No. 8, Parsons Road, Colombo, at 11.15 a.m.
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R 66
Cable from 8, Parsons Road to Shuco, Hongkong

R 66 
FULL RATE. SHUCO

HONGKONG

EMIL LONDON ISSUED FOLLOWING TELEPHONIC 
INSTRUCTIONS TODAY STOP UB CREDIT NOTIFICATION 
BOG READS QUOTE PLEASE NOTIFY URGENTLY 
EASTERN ENTERPRISES COMPANY CARE YOUR BANK

10 THAT BANQUEBELGE POURLETRANGER TIETSIN 
OPENED IRREVOCABLE AUTHORITY PURCHASE TWO 
FIVEEIGHTNIL YOUR FAVOUR EXPIRING FEBRUARY 
EIGHTEENTH 1951 US DOLLARS ONEMILLION 
TWOHUNDREDTHIRTY THOUSAND AVAILABLE SIGHT 
DRAFT ON HWA SHIH COMPANY TIENTSIN PAYABLE 
OUR COUNTERS COVERING SHIPMENT OR SHIPMENTS 
LATEST JANUARY EIGHTEENTH FROM ANY PORT IN 
UK OR EUROPE OR MEDITERRANEAN AFRICA OR 
PERSIANGULF OF LUBRICANTS AS PER AIRMAILED

20 SPECIFICATIONS TO TSINGTAO DIRECT TRANSHIP 
MENT PROHIBITED DOCUMENTS REQUIRED PRIMO 
COMMERCIAL INVOICES SECUNDO FULL SET CLEAN 
BLADINGS PREPAID ON BOARD ORDER OPENING BANK 
NOTIFY DRAWEES TERTIO LLOYDS SURVEY CERTIFI 
CATES CONFIRMING CARGO LOADED ON BOARD 
QUORTO ANALYSIS CERTIFICATES OF QUALITY 
ISSUED BY AN INDEPENDENT LABORATORY QUINTO 
ISURANCE POLICIES FAVOUR OPENING BANK 
COVERING MARINE RISKS IRRESPECTIVE OF PERCEN-

30 TAGE THEFT PILFERAGE NONDELIVERY INSURED 
VALUE LEAKAGE WAREHOUSE TO WAREHOUSE 
CLAUSE WARRISKS STOP TOTAL VALUE 
INSURANCE US DOLLARS TWO MILLION FOUR 
HUNDREDSEVENTYTHOUSAND STOP PAYMENTS 
PERMITTED AFTER STEAMER SAILED FROM PORT OF 
SHIPMENT FOR AT LEAST TWELVE HOURS STOP THIS 
AUTHORITY IS NEGOTIABLE OUR COUNTERS 
IRREVOCABLE CONFIRMED BY OURSELVES ASSIGNA 
BLE TRANSFERABLE DIVISIBLE OUR REFERENCE

40 NINEZEROFOURFOURFOUR UNQUOTE STOP WORDS 
YOUR FAVOUR INCORRECT AS NEGOCIATION RESTRIC 
TED BOG STOP LEAVE CEYLON OUT COMPLETELY 
CREDIT SHOULD BE NEGOTIABLE UB AND OTHER 
SWISS BANKS TO WHICH CREDIT IS ASSIGNED 
TRANSFERED STOP URGENTLY AMEND AND CABLE

Exhibits.

E 66. 
Cable from 
8, Parsons 
Eoad to 
Shuco, 
Hongkong. 
1.12.50.



Exhibits.

B 66.
Cable from 8,
Parsons Road
to Shueo,
Hongkong.
1.12.50.
—contd.

E 67. 
Cable from 
Hongkong 
to Zephyr, 
Colombo. 
2.12.50.

148

EMILL BOTH CARE EIDCO LONDON AND CAEE BANK- 
UNION ZURICH STOP EMILL LEAVING LONDON FOR 
ZURICH THIRD STOP ACKNOWLEDGE THIS ZERPHYR 
COLOMBO.

A. 1/12/50. No. 8, Parsons Road, 
Colombo.

R 67 

Cable from Hongkong to Zephyr, Colombo

CEYLON TELEGRAPHS. 
TELEGRAM.

R 67 10

Address.
ZEPHYR COLOMBO HK.

XF 1516 HONGKONG 2 IMPL. 6.
YOURS FIRST RECEIVED.

LN 292.

E 68. 
Cable from 
Hongkong to 
Zephyr, 
Colombo. 
16.12.50.

R 68 

Cable from Hongkong to Zephyr, Colombo

VIA IMPERIAL R 68.
OT US 130 HONGKONG 8 16 1256 D— 20

URGENT ZEPHYR COLOMBO- 

ESSENTIAL REPLY TODAY WHAT DEVELOPMENTS*.

E 69. 
Cable from 
Hongkong 
to Zephyr, 
Colombo. 
16.12.50.

R 69 
Cable from Hongkong to Zephyr, Colombo

R69.
VIA IMPERIAL
US 127 HONGKONG 15 16 1151—

LT ZEPHYR COLOMBO- 

IS HE STILL IN LONDON STOP PLEASE ASK HIM CABLE 
US IMMEDIATELY *. 30
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R 70 Exhibits.
TJ y/V

Gable from 8, Parsons Road to Shuco, Hongkong cable' from
8, Parsons

FULL RATE. R 70
Hongkong. 

SHUCO 16.12.50.

YOURS SIXTEENTH RELAYED EMIL LONDON
A. 16/12/0 at 12.30 p.m. No. 8, Parsons Road, Colombo 2.

Cable from C. Gardiner to E. Savundaranayagam
B, 71.

-f-,. f-i Cable from
-K 71. C. Gardiner to

JJ 7J E. Savundara 
nayagam.

10 SAVUNDARANAYAGAM 1612 ' 60 - 
CUMBERLAND HOTEL 

MARBLE ARCH 
LONDON.

FULL RATE.
RECEIVED BROWNS URGENT CABLE SIXTEENTH 1100 
QUOTE ESSENTIAL REPLY TODAY WHAT DEVELOP 
MENTS UNQUOTE WE REPLIED QUOTE YOURS 
SIXTEENTH RELAYED EMIL LONDON UNQUOTE GOD 
BLESS.

20 16/12/50 at 12.30 p.m. No. 8, Parsons Road, Colombo 2.

R 72
E 7'2.

Gable from Emil to Zephyr, Colombo £abie from
T> »0 Emil to 
K 72. Zephyr, 

ColomboVIA IMPERIAL. 3i.i2.5o.

AS 878 LVE 2 LONDON 24 30 2359—
LT ZEPHYR COLOMBO- 

PLEASE AIRMAIL ALL PAPERS YOU HAVE AND WILL 
RECEIVE FROM UBZ WHO SEND ME DUPLICATES STOP 
ORIGINALS REQUIRED FOR NEGOTIATION- 

30 EMIL * UBZ *
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Exhibits.

E 73. 
Cable from 
Pusham Pet 
to Aloysius, 
Zephyr. 
15.1.51.

E 74.
Letter from 
~E. Savundara- 
nayagam to 
Assistant 
Commissioner, 
Income Tax. 
2.3.51.

R 73
Cable from Pusham Pet to Aloysius, Zephyr

E 73. 
VIA IMPEEIAL.

AS 1583 W 959 ZUEEICH 22 14 20/26— 
LT—ALOYSIUS ZEPHYE COLOMBO—

AEEIVED GOTTHAEDHOTEL SAFE ALL WELL STOP 
TELL CYEIL SHIP SAILED FEIDAY NEGOTIATING 
CEEDIT TOMOEEOW WILL CABLE DEVELOPMENTS 
PUSHEMPET*

True Copy
Clerk to the Board of Eeview. 

(Income Tax.)

R 74
Letter from E. Savundaranayagam to Assistant 

Commissioner, Income Tax
E 74.

EEGISTEEED EXPEESS.

The Assistant Commissioner, 
Unit 3,
Department of Income Tax, 
Colombo.

42, Glen Aber Place,
Colombo 3, 

March 2nd, 1951.

Dear Sir,

File No. 908/2 
Year of Assessment 1950/51

Please take notice that I hereby appeal against the estimated 
assessment made on me for the year of assessment 1950/51 by notice 
of additional assessment dated the 1st instant, bearing Charge 
No. MB. 4129/MB. 4351. The grounds of appeal being that :—

(a) My income for the year of assessment 1950/51, i.e., the 
financial year ended 31st March, 1950, has been exces 
sively estimated at Es. 1,870,000.

(b) This amount of money was never earned by me at any time. 
Please furnish me with details of your computation 
showing as to how this amount was arrived at.

10

20

30
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10

20

30

40

I notice that this assessment has been made on the 1st instant and 
I have been called upon to pay the full tax on the 3rd instant. I am 
completely at a loss to understand as to why this short time limit 
has been given in my case. I have to kindly request you to hold over 
the full tax pending settlement of the appeal. If you are not in a 
position to hold over the tax, please submit all papers to the Com 
missioner for hearing the appeal and kindly inform my authorised 
representatives Messrs. Satchithananda, Schokman & de Silva as 
well as Proctor Ram Iswera of the date the appeal has been fixed 
for hearing. Proctor Earn Iswera will inform my Counsel, 
Mr. R. L. Pereira, K.C., the date of the appeal.

If this assessment was in any way due to the large dividend of 
Us. 180,000 received by me from the Trans World Enterprises Ltd., 
which dividend would normally have been included by Trie in my 
Return for the year of assessment 1951/52, and if it is your wish 
that the tax for 1951/52 should be paid forthwith, then I have no 
objection to paying this tax which amounts to about Rs. 35,000 
only. I regret that I am not prepared to pay anything more pending 
settlement of my appeal.

A copy of this letter has been forwarded by me to the Commis 
sioner of Income Tax, The Assessor, Collection Branch, and my 
authorised representatives.

Yours faithfully, 
(Sgd.) Emil Savundranayagam. 

Copies to :
1. Commissioner of Income Tax,
2. The Assessor, Collection Branch,
3. R. L. Pereira Esq., K.C., through Proctor Ram Iswera, 

Messrs. Satchithananda, Schokman and de Silva. 
True Copy

Clerk to the Board of Review. 
(Income Tax.)

4.

R 75
Notes of Interview of Assessor with Savundaranayagam and

Cyril Gardiner
R 75.

Mr. Savundranayagam and Mr. Gardiner Call: I tell them I 
propose treating the Rs. 800,000 and $235,000 separately. I explain 
that I would treat the amount less expenses including the 200,000 
to C. A. G. Ltd., and the amount of commission to Ismail as 
profits of a syndicate consisting of E. S., his wife and C. Gardiner. 
Mr. E. S. wants to know about the $235,000 I tell him I would 
come to this. He says he must know the position fully before express 
ing any opinion. They claim the loss on sleeper contract in T. W. E,

Exhibits.

B 74.
Letter from 
B. Savundrana 
yagam to 
Assistant 
Commissioner, 
Income Tax. 
'2.3.51. 
—contd.

E 75. 
Notes of 
Interview of 
Assessor with 
Savundaranaya- 
gam and Cyril 
Gardiner. 
5.3.51.
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Exhibits.

B, 75.
Notes of Inter 
view of Assessor 
with Savundra.- 
nayagam and 
Cyril Gardiner. 
6.3.51. 
—contd.

Ltd. I tell them this could not be included. Mr. C. G. presses for 
the loss and mentions a Rank Co., where the capital is only £100. 
He says this has been accepted in the U. K. and states that they 
are entitled to legal evasion of tax. I tell them our Ord : had provi 
sions to deal with such a situation as in this case and we would 
of course fight very hard to close any loophole. They say they must 
ask their auditor to work out difference in tax and let me know as 
soon as possible I ask them to let me know tomorrow.

As regards the $235,000 I tell them I propose to treat this on 
the same basis as profits of the Syndicate Mr. C. G. says that he 10 
does not come into it and Mr. E. S. is solely responsible. Mr. E. S. 
agrees that as profits it should be his I tell him that in that case 
we could work out liability without the $235,000 and with the 
$235,000 and defer collection of the excess provided we were sure 
the money was available for payment of tax if the amount was 
ultimately his. Mr. E. S. said this assessment on him was uncon 
scionable and he had consulted Mr. R. L. Pereira who said he had 
never heard of any assessment like that and a demand for tax with 
in three days. Mr. C. G. told him that it was the practice to issue 
high assessments when -information was lacking and he had 20 
received several such at Ceylon Theatres, Mr. E. S. said that he 
would not pay a red cent until he had consulted his accountants 
and counsel on the matter. He added that the money had already 
gone from the Bank. He then found fault with the Exchange Control 
Department for their actions regarding the seizure of the Dollars 
and said he would even smuggle the money out of the country if 
necessary. He claimed he was most anxious to pay it out to the 
French as he had a chance of putting through another deal this 
time for 300,000 barrels of oil and unless he pays out the 'money 
due to them. He said the French involved were absolute gangsters 30 
and he was tough he was not worried about war and bloodshed. 
Mr. G. restrained him. Mr. G. says they would have had no trouble 
if they dealt with the matter entirely in Switzerland, we would 
have known nothing about it and they could not have been taxed 
on it. Mr. E. S. agrees that if the $235,000 comes to him as a 
windfall he alone would be liable to tax on it. Mr. C. G. concurs.

They wish to have back the file of correspondence with the French 
and the file of correspondence with the Exchange Control to consult 
counsel. Mr. E. S. is not prepared to agree to anything until he 
has consulted counsel and accountants. 40

I tell them I would give them the files as soon as I had done with 
them.

True Copy
Clerk to the Board of Review. 

(Income Tax.)

(Sgd.) C. L. H. PAULUZ,
5/3/51.
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JJ I7g Exhibits.

E 76.Letter from E. Savundaranayagam to Assessor Letter from
E. Savundara 
nayagam toREGISTERED. R 76. Assess0r.
23.8.51.

Emil Savundaranayagam, August 23, 1951.

30, Horton Place, 
Colombo 7. 

(Ceylon.)
The Assessor, Unit I, 
Income Tax Office, 

10 Galle Face Court No. 2, Colombo 3.

RE : MR. EMIL SAVUNDRANAYAGAM—APPEAL—1950/51

Dear Sir,
With reference to your letter No. 908/2/CLHP of the 17th ultimo 

forwarded to my accountant, I have to reply as follows :
1. In November, 1950, a Letter of Credit for $1,230,000 was 

opened in favour of Messrs. Eastern Enterprises Co. at the Union 
Bank of Switzerland. This was opened in respect of a shipment of 
45,000 drums of lubricants from any port in Europe to Tsingtao, 
China. The Letter of Credit was opened by the Hwa Shih Co., 

20 Tientsin, as they needed lubricants very badly in China, and those 
are obviously the circumstances under which this company opened 
a Letter of Credit for such a large sum of money. The Letter of 
Credit speaks for itself.

2. The transaction was with the Eastern Enterprises Co. and not 
with Mr. Emil Savundranayagam as is clearly shown by the terms 
of the Letter of Credit which is in favour of Eastern Enterprises 
Co.

3. Eastern Enterprises Co. is in fact a partnership composed of 
two limited liability companies, viz., Messrs. Trans-World Enter- 

30 prises Co., Ltd., and Messrs. Eastern Traders Ltd., as is evidenced 
by the Certificate of Business Names dated November 7, 1950. The 
registration was cancelled on February 2, 1951—notification of 
removal No. 34642 dated February 19, 1951.

Yours faithfully, 
(Sgd.) EMIL SAVUNDRANAYAGAM.

True Copy
Clerk to the Board of Review. 

(Income Tax.)
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Exhibits.

E 77.
Notes of
Interview
of Assessor
with Savundra-
nayagam.
29.1.52.

R 77 
Notes of Interview of Assessor with Savundaranayagam

E 77. 
Mr. Savundranayagam and Mr. Nadarasa Call

Mr. Savundranayagam — I went to Burma to tender for various 
things. I met a Chinaman and an American who lived in the same 
Hotel. I went on behalf of T. W. E. Ltd. and Taylor and Mackay 
Ltd. It was a general business tour. I also went to see about sleepers 
for T. W. E. The Chinaman and American mentioned that the 
biggest import to China was petroleum products. The Chinaman's 
name was P. C. Ling and the American was Renfro. Renfro was a 
free lance and did not represent anyone. They told me that I also 
could participate in the business of supply of oil if I could arrange 
supplies. The prices being paid by the Chinese were above world 
market prices, and they werent getting good stuff. I came back and 
forgot all about the matter. This occurred about November, 1949. 
About August, 1950, I saw Mr. Renfro in my office. He straight 
away told me he was on business and we could make a lot of money. 
The idea was to supply oil to China. I did not know at this stage 
that oil countries had decided not to supply oil to China.* We 
made enquiries and found that we could not do this. I called for 
quotations from Americans, but found that they required details of 
ultimate destination, etc., even before making quotations. They 
did not even quote. I cabled and telephoned to a friend by the name 
of Pompard. He is a free lance in England. I asked him whether 
he could do anything. He gave me some ideast on the telephone as 
regards the prices. Pompard indicated that th'ere might be supply 
difficulties, but first the letter of credit would have to be produced*. 
Renfro got hold of a copy of Platts' Oilgram which gives ruling 
prices in the world for oil. Renfro indicated that the prices in 
the Oilgram would not be final. He worked on this and calculated 
a ten per cent, profit and gave him figures. I asked him why he 
did not go ahead with the scheme himself. He said that, as an 
American, he could not do this.

We therefore got the L/C opened here at the Eastern Bank. for 
$ 1,230,000. Renfro and I became good friends and therefore he 
probably picked me especially as I had told him I could get the 
supplies. Renfro also knew of my connections with the Gardiner 
Group. I contacted Pompard again who gave me the overall price 
for which his party in England was prepared to ship the oil. We 
applied for a fresh L/C to be opened in favour of Indo-British 
Industries Ltd. The specifications which were Greek to me — were 
detailed in the letter of credit. Against the incoming L/C in favour

* The intention was to import Oil to Ceylon and then export to 
China.

20

30

40
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of Eastern Enterprises Co., we wished to open an outgoing letter 
of credit in favour of Indo-British. Exchange Control refused. The 
outgoing one was about $900,000. The first letter of credit was 
opened without any contract, as the London people wanted a L/C 
before any negotiations commenced. We then saw Mr. Mahendra 
and saw the Exchange Control about the outgoing L/C. About the 
same time London (Pompard) informed us that they could not 
handle the business. On 23rd October, 1950, I made a contract on 
behalf of my firm Eastern Enterprises with Renf ro as representative 

10 of Hwa Shih Co.

Renfro informed us of the names of suppliers who could do the 
business, and he would give us all the assistance we wanted but 
could not appear in the picture himself as he was an American. It 
was at that stage we exchanged letters of 23rd and 24th October, 
1950. We then asked Hwa Shih Co. to open a fresh letter of credit in 
Switzerland for the $1,230,000. This they did. Renfro gave me 
the names of the Petrol Companies. He said he knew of the 
Companies mentioned. On 28th November, 1950, I left for U. K. 
to negotiate the oil deal. For this trip I had to get finance. I got 

20 this from C. A. G. Ltd. and Ismail. Ismail advanced me about 
Rs. 5,000. He was aware of the negotiations with Pompard. Then 
he dropped out. At the Pompard negotiations I was associated with 
Taylor and Mackay Ltd. but'mostly for T. W. E. Ltd. Ismail knew 
I was working with T. W. E. Ltd. also. Pompard and I burnt all 
our correspondence together by agreement when I went to London.

I wrote to S. M. P. P. from London. They replied I can read a 
little French but cannot speak it. The French of S. M. P. P. speak 
a little English. Duval came to London and met me. I had never 
seen him before. My letters must have gone to the address and been 

30 forwarded by someone there. Duval produced no credentials. I had 
no reason to make any enquiries as they had been suggested by 
Hwa Shih Co. I did not go to Marseille at all. Right throughout 
the negotiations I had contact with Duval alone and no one else. 
I met him in London, Switzerland, Paris, Switzerland; Tembros 
was quite unknown to me and I never saw him.

Duval gave me the documents in Zurich. I took them tp the Bank 
who examined them for four days. The Commercial invoices were 
from me to the Bank. There were no invoices from S. M. P. P 
There was nothing at all by way of invoices from S. M. P. P, Not 

40 even a bill of sale, apart from the correspondence with them. The 
Commercial invoice was from Eastern Enterprises; the sight draft 
was also Eastern Enterprises. There were a lot of restrictions in 
France. I did not concern myself with these, as S. M. P. P. was 
covering all formalities. Duval menttioned that officials would have 
to be bribed in order to get past the regulations.
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My wife and child accompanied one on the trips. As soon as I 
reached Zurich I saw the bank officers of the document department 
about the L/C and got the letter of credit from them. I presented 
the documents and they said they would inform me when the docu 
ments were in order. On 17th January, 1951, I 'phoned them and 
they said the documents were in order and the L/C would be 
released. I then went and gave them the orders for the disposal of 
the money. This was done by me. I ordered $169,447/00 to T. W. 
E. Ltd., account in B. 0. C., a payment order to myself for 
1235,000 in bills, and payment order to Duval for $800,000-odd. 10

I telephoned Cyril Gardiner and/or cabled him to transfer 2 
lakhs to C. A. G. Ltd., to take a lakh for himself and transfer a 
a lakh to myself. He did that. As Managing Director I gave these 
orders. Probably Cyril Gardiner and Sellamuthu signed the cheques 
as two directors had to sign the cheques. When I returned here the 
Customs seized f235,000.

No capital was contributed by the partners to Eastern Enterprises 
partnership. There was no independent staff. The partnership was 
dissolved as the partnership and Companies had served their pur 
pose. The partnership had as its chief purpose the oil deal. 20

While in England I tried to do other business as well. Shuco and 
Allenpih in Hongkong are the cable addresses given to me for com 
munications with the buyers. I don't know who they are. Eenfro 
had told me that he would see everything that went to these 
addresses. Renfro gave me the code. He removed the code last year. 
He came here in or about June, 1951. He said he got out 
of Hongkong as the Chinese were putting the pressure on. He only 
said that he had known the Company, but they probably cheated 
and ran away. He maintained that there was such a Company and 
that he had lost on the deal as he lost his connections with the 30 
Chinese. We sent quite a nuinber of cables in this code. Some were 
sent from London and some from Switzerland and a large number 
from Ceylon. To Shuco, Allenpih in Hongkong. Renfro said that 
he had access to these cables. I have no record of these cables. All 
have been destroyed. I alone did the coding and decoding. No cables 
in code were sent while I was away. Nobody else had the use of this 
code in Ceylon. I alone used it. It is from an American Webster 
Dictionary. I cannot remember anything imore of it. I don't know 
where Renfro is now. He said he was going to France. I am posi 
tive that it is an American Webster Dictionary red leather covered. 40 
I don't know the edition. It was an ordinary English dictionary 
and not bilingual. It wasn't a pocket dictionary. It was about the 
size of a Concise Oxford Dictionary perhaps slightly bigger. There 
were only two columns on each page.

While in Europe I met an Egyptian and I enquired from Ceylon 
for the Schneider representatives in France and England. I gave 
these to the Egyptian.
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No. 2580 was our own credit. No. 2581 was a separate credit Exhibits. 
probably in Hongkong. We had nothing to do with it and I just 
heard in conversation with Eenfro that such a credit had 
been opened in Hongkong and the Hwa Shih Co. probably opened 
this.

Mr. Ismail wanted a share of the profits. As I had taken 
Es. 5,142 from him (and his firm Taylor and Mackay, Ltd.) before 
I went, I paid him back Es. 51,420. (The same basis I had arranged 
to pay C. A. G. Ltd. for finance they had provided.)

I suspected that there was something wrong with the documents 
in March 1951. I was certain when I received the letter of 3rd 
April, 1951, from the Union Bank of Switzerland.

After all payments were made there was still a balance of 
$4,000 lying to the credit of Eastern Enterprises.

" Brown's business " was the name by which we referred to 
Eenfro's business, viz., the oil deal.

(Sgd.) EMIL SAVUNDEANAYAGAM.
29/1/62.

The above statement running to six pages is read by Mr. Savun- 
dranayagam amended where necessary, and signed by him.

He states that no actual claim for a refund has been received 
from anyone.

He wishes to have a copy of his statement.
He is handed a 1951/52 return for completion and return.

E 78.
August 2, 1950.

E 
E

E. Chari, Esq.,
E. Chari Sons & Co., Ltd., 

Khaleeli Mansions, 
35, Mount Eoad, 
Madras 2, India.
My dear Chari,

It is a long time since I heard anything from you regarding the 
coal business. My friends in high places have just warned me that

B 78.
Letter from 
Savundaranaya- 
garn to E. E. 
Chari. 
2.8.50.
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it is high time I told them definitely whether we are tendering for 
the contract or not. They want this answer one way or another, 
because they feel that if we cannot tender, they can make arrange 
ments regarding the question of " inducements " with others who 
are desirous of competing for this contract

I have, however, assured them that as far as I am aware, we 
are definitely tendering this year but that I cannot give them any 
other assurances until you have given me a definite reply to my 
letter of July 19th.

As I have told you before, there are others who are ready to 
pounce on this business. They have even approached my very same 
friends in high places offering very attractive " inducements ".So 
unless we give our friends a definite answer very soon, we cannot 
blame them if they fix the business for others.

Please, therefore, cable and let me know of any developments.

Sincerely yours, 
(Sgd.*)

True Copy
Clerk to the Board of Review. 

(Income Tax.)
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E 79.
Letter from 
Savundaranaya- 
garu to 
Mjoberg. 
23.8.49.

R 79 
Letter from Savundaranayagam to Mjoberg

E 79.
August 23, 1949. 

Letter No. 22/254/49.
Mr. Mjoberg,
Ericsson Telephone Co.,
Post Box 2324,
167, Lower Circular Eoad,
Calcutta.

Dear Mr. Mjoberg,
We have just had certain discussions with your Consul in 

Colombo, Mr. Tham, who has given us certain items of information 
contained in your letter to him.

We have given him full information about our organization and 
set-up here, as also the details of our connexion with Doctor Ghosh 
Sinha.

30
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It would appear from the few facts we have been able to gather Exhibits. 
that Doctor Ghosh Sinha of Colombo and the Dr. H. P. Ghosh you E 79. 
refer to in your letter to Mr. Thatm, are one and the same person.

We are amazed to hear of Doctor Ghosh's unsavoury reputation, 
and hasten to place before you the full details of our association 
with him.

For a start, we wish to make the categorical statement that Doctor 
Sinha is not connected with us, from a business point of view, in 
any way whatsoever. He has been medically treating a relation of 

10 the undersigned for some time now, with the result that a friend 
ship developed between the undersigned and Doctor Sinha.

Doctor Sinha was aware of the writer's close connexion with 
certain high governmental officials and the fact that our Mr. M. M. 
Ismail is a member of the inner circles of the executive and finance 
committee of the United National Party (our present Government). 
He was, therefore, aware of the tremendous influence we can bring 
to bear in governmental circles to obtain governmental business.

As everyone in Ceylon knows, the telephone shortage is acute in 
the Island, and Doctor Sinha casually made the suggestion to the 

20 undersigned that we should endeavour to make Ceylon Government 
break from the long-established custom of buying British equipment 
and completely reorganize and re-outfit the Island's telephone system 
using Ericsson equipment.

The writer had certain preliminary discussions with friends in 
high places and was informed that, in view of the personal relation 
ship and promise of " inducements ", made by the undersigned, 
there was no reason why a contract could not be entered into imme 
diately for the reorganizing of the Island's telephone system using 
Ericesson equipment. Certain points of importance were mentioned, 

30 however. These were :
(1) Immediate and/or very prompt delivery;
(2) Payment in soft currency and/or barter of Ceylon produce, 

especially rubber and copra, though hard currency could 
be arranged if absolutely necessary.

We, therefore, cabled you on August 15th, as per attached con 
firmation, suggesting that you should come to Colombo to conduct 
preliminary negotiations,/'bringing with you full details off the 
equipment available, as also delivery dates, etc. As indicated in 
our cable, there are certain matters pertaining to the " induce- 

40 ments " we have mentioned earlier, which can be discussed only 
personally, as you will appreciate.

We are now in touch with the Superintendent of Police, 
Colombo, with a view to discovering Doctor Sinha's actual 
identity, purpose in coming to Ceylon, etc.
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We have no interest in Doctor Sinha, his activities or his past. 
We are only interested in getting this business finalised >to our 
mutual advantage.

We can assure you again, therefore, that we are in no xvay con 
nected with Doctor Sinha and that any personal relationship will 
be severed immediately, now that we have learnt of his unsavoury 
past especially in connection with the Swiss Police.

Reverting to business, we repeat the suggestion that your firm 
should take up our proposition and endeavour to make out a firm 
scheme for submission to our government. 10

As indicated earlier in this letter, due to the arrangements we 
have made and the promises of " inducements " (which, as you 
know, are usual in this part of the world), there is every likeli 
hood we can get you the business provided you co-operate with us.

Awaiting your early reply,
Very truly yours, 

TAILOE & MACKAY (TEADES) LIMITED.
(Sgd.) E. Savundranayagam, 

(DIEECTOE).
True Copy 20 

Clerk to the Board of Eeview. 
(Income Tax.)
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R 80 
Letter from Savundranayagam to Mjoberg

Mr. Mjoberg, Director,
Ericsson Telephone Co.,
Post Box 2324,
167, Lower Circular Ed.,
Calcutta.

August 27, 1949. 
No. 22/261/149.

30

Dear Sir,
We refer to your cable of August 24th, confirmation of which is 

enclosed, informing us that you are willing to send out your 
representative, Mr. Skybeck, if the authorities officially wish to 
negotiate with your firm.

Lest there would be any misunderstanding of the exact position, 
we once again repeat what we have told you in our last letter, 
No. 22/254/49 of August 23rd. The writer and our Mr. M. M.
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Ismail have had certain preliminary discussions with friends 
in high places and have been informed that, in view of the set-up 
outlined in our last letter, there is no reason why arrangements 
cannot be made to accept an offer for the reorganizing of 
the Island's telephone system using your equipment. We have 
given you details of our connexion with the government.

As outlined in our last letter, the essential items are early 
delivery and terms of payment. We have also told you that there 
are certain aspects of this business which have to be settled before 

10 " official " negotiations are entered into. You are aware of the 
fact no doubt that most governmental business is settled at 
an unofficial level long before it reaches an official level. We think, 
therefore, that as you are interested in this proposition, action 
should be taken along the following lines:

(a) That we should be appointed your sole agents in Ceylon 
for a trial period, say, one year from today, during 
which time we can conclusively prove to you that we 
can look after your interests in this Island by getting 
you the contract;

20 (&) That you should agree to pay us the usual commissions on 
any business effected in this Island, governmental and 
private, and be prepared to meet the costs of any 
inducements, etc., that might be required (these will be 
mutually agreed upon before commitments are actually 
made, of course) ;

(c) That, of completion of the above, your representative 
should fly out to Ceylon and endeavour to work out a 
full scheme for the replacement of the present British 
Automatic System (Strowdger Standard Electric), 

30 preferably using equipment of similar patterns, etc., as 
this would facilitate the question of spares, replace 
ments, present stocks, trained staff, etc., etc., if how 
ever, this is not possible, a scheme for the com 
plete replacement of the present system with your latest 
patterns.

Exhibits.
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40

It would be required that we should have a full proposition for 
submission to our government. This proposition should include 
details of the service offered by this scheme, type of equipment, 
delay in delivery, time required for installation, staff required for 
installation and over-all costs.

For your information, the present system consists of a Central 
Automatic Exchange in Colombo, with approximately 10,000 
numbers, and a Manually Operated Trunk System connecting up 
the outstation exchanges, some of which are automatic, the rest 
manual.

14



162
Exhibits.

B 80. 
Letter from 
Savundranaya- 
gam to Mjoberg. 
27.8.49. 
—contd.

In a nutshell, therefore, no official negotiations as such can be 
entered into at this stage, and, as a matter of fact, would be most 
impolitic and unpractical. If we wish to get this business, we must 
draw out a concrete scheme which we will arrange to have accepted 
at unofficial levels. When all these difficulties haAre been ironed out, 
the official acceptance is a mere matter of formal routine, and the 
official negotiations as such should not take any appreciable time.

We think you are aware of the way things are done in the East, 
and we can assure you that, with the undoubted influence we can 
bring to bear, we can in all probability get you very substantial .10 
business.

Cordially Yours, 
TAYLOE & MACKAY (TEADES) LTD.

(Sgd.) Emil Savundranayagam, 
(DIRECTOE)

c.c. Mr. Tham
Eoyal Swedish Consulate.

True Copy
Clerk to the Board of Eeview

(Income Tax.) 20
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Letter from Savundranayagam to Ericsson 

HIGHLY CONFIDENTIAL
May 2, 1950. 
Letter No. 29/451.

Ericsson Telephone Sales Corp. AB 
166, Lower Circular Eoad, 
Post Box 2324, 
Calcutta, India.
Dear Sirs,

With reference to the question of the project for the automatiza 
tion of the telephone service at Colombo, the situation has taken a 
rather peculiar turn. The Minister of Posts and Telecommunica 
tion, the Postmaster General and the Cabinet are favourably 
inclined. The snag, however, is in the Engineering Department.

The Minister had originally decided to bring down Sri Pradhani, 
Deputy Director of Telecommunication, New Delhi, to report on 
the evaluation of the property of Cable & Wireless Ltd. which is 
now being taken over by Ceylon Government. At the same time, 
he was to be requested to report on your scheme. This, however, 
did not go down with the Engineering Dept.; and the present

30
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position is that a Lt.-Col. Dickinson of the G. P. 0., London, is 
coming out to report on the present equipment as well as your 
scheme.

Under normal circumstances, of course, this would be fatal to 
our scheme. We have, however, taken two very important steps 
which we think keeps our scheme very much alive. The first is that 
we have successfully convinced the Minister that Col. Dickinson 
will be prejudiced against anything except British P.O. equipment. 
The Minister has made the statement to us, in confidence, that he 

10 will not be guided very much or influenced by any adverse reports 
submitted by Col. Dickinson. If, however, Col. Dickinson recom 
mends the scheme, the Minister is fully justified in taking 
the obvious step of placing the order.

In the meantime, we have arranged to approach Col. Dickinson 
in London and outbid any inducement he is offered by strowgers 
to influence the business their way. But, as we have told you 
earlier, even if this second scheme is a failure, the Minister is not 
going to listen to Col. Dickinson's adverse criticisms.

We see no reason, however, to be pessimistic regarding Col.
20 Dickinson's " amenability to reason ", and obviously all prices will 

need revision to allow for various inducements, both in London and 
here. But, as we have told you all along, price is not the principal 
factor.

The position, therefore, boils down to this: If Col. Dickinson 
recommends your scheme, the order will be placed immediately. 
If he reports adversely regarding it, the Minister will call for 
further expert advice on the grounds that a British P. 0. officer 
cannot be expected to report impartially on non-British equipment. 
In this eventuality attempts will be made to make some arrange-

30 ments to have a favourably disposed Indian official called upon 
to report on your scheme.

There is no reason for believing, however, that Col. Dickinson 
will refuse our offer to be magnanimous to him against his recom 
mending our scheme. We shall send you a further report in a few 
weeks time when things take a better shape and as soon as we hear 
from London regarding Col. Dickinson's attitude.

Kindest personal regards to Mr. Mjoberg and Mr. Skybeck,
Cordially Yours, 

TAYLOR & MACKAY (TRADES) LTD.
40 (Sgd.) Emil Savundranayagam.

(DIRECTOR).
True Copy

Clerk to the Board of Review 
(Income Tax.)

Exhibits.

E 81.
Letter from 
Savundranaya 
gam to 
Ericsson. 
2.5.50. 
—contd.



164

Exhibits.

E 82.
Letter from
Savundranaya-
gam to
Sexton
Sky beck
28.7.50.

R 82
Letter from Savundranayagam to Sexton Skybeck 

STRICTLY CONFIDENTIAL.
July 28, 1950.

Sexten Skybeck, Esq., 
Ericsson Telephone Sales Corp. AB 
166, Lower Circular Eoad, 
Calcutta, India.
My Dear Sexten,

I quote from letter I have just received from my London 10 
connexions:

" Dickinson leaves very soon now for Colombo. I shall learn 
in a day or so the scheduled time and inform you accordingly.

My ' Third Party ' who is a director of a very old and 
reputable City concern and closely connected with the Depart 
ment under discussion, states a " fee " must not be offered or 
even mentioned at this juncture. The reason for this is because 
the Colonel has just recently secured his new appointment. He 
is now Director of Inland Telecommunication, Great Britain.

Being brand new in this coveted and exalted position which 20 
carries a fat stipend and a high pension he has made it quite 
plain that he is taking no risks with his new position and will 
definitely not listen to any suggestions which even smack of a 
bribe. To do so would bring disaster to your scheme.

For your confidential information however, the good Colonel 
is prepared to advise in the right quarter that your Principals 
are in perhaps the most favourable position of all to carry out 
this project. As he regards Ericssons as a first-class concern he 
is prepared to recommend them wherever British interests are 
not jeopardized. In this case he is confident British interests are 
not jeopardized, or will not be jeopardized, because it will be his 
lot to inform your people in Colombo that no firm here now will 
be in any sort of position to carry out this contract. The present 
position and the effect on supplies has much to do with it. It 
seems state of present system is secondary.

For your peace of mind, Messrs. Strowger Internal Telephone 
& Electric Co., Ltd. have little or no hope, I am advised, if 
queering your pitch—even assuming they wished to—as they are 
over burdened with commitments here.

At a later date—when all is signed and settled—some gilt 40 
edged shares may change hands at half their market value and 
be resold a week or so later by the recipient at their full market 
value. Comprencez-vous? Nest, isn't it?

30
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My friend advises me, however, that in his opinion your 
contract will be signed and at little cost to you this end.

There you are. It seems to be in the bag for you ". 
The above is self explanatory.

I expect to receive intimation, that Col. Dickinson has started 
for Ceylon, by cable in a day or two, and this information will be 
passed on to you.

As soon as he arrives in Colombo, it is necessary that you should 
be here, too. I hope there will be no difficulty about this.

Sincerely yours. 
(Sgd.)

True Copy
Clerk to the Board of Review 

(Income Tax.)
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R 83
Notes of Interview of Assessor with Savundranayagam

Mr. Savundranayagam, Advocate Nadarasa and Mr. Gardiner
call.

MR. SA VUNDRANA JAG AM TL £ 500 and f 4000 are covered 
20 by the £ 24,000 received by me from the S.M.P.P. and Mr. Duval

for the transport of the money.
All correspondence we have as regards the oil deal has now been 

handed to you. There was no correspondence as regards the 
Companies oil partnership between ourselves. Correspondence was 
not necessary as we discussed matters between ourselves. The 
Company C. A. G. Ltd. gave the money to the partnership for the 
expenses. The cheque was probably made out to T. W. E. Ltd.

A paying order was given to Duval and he cashed it at Zurich. 
He might have been the person referred to in letter of 17/1/51, from 

30 S.M.P.P. He probably transferred a sum by T.T.
A man in London translated the letters in French (read up till 

then) for me. He made no comment on the letters as regards their 
being written by a Frenchmen. The document No. 4 in Union Bank 
of Switzerland file is the L/C.

No copy of the sight draft has been kept by me under the L/C. 
Eastern Enterprises were the suppliers of the goods and beneficiary 
of the credit. I have no copy or record of the payment order given 
Duval,

E 83.
Notes of 
Interview 
of Assessor

17.3.52.
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The other Directors and possibly the whole of Ceylon has now 
learnt of the facts of the case that is as regards the forgery of the 
documents.

Indo British Industries Ltd. as a British Firm who do business 
with Pompard had some connection with this Company.

(Sgd.) EMIL SAVUNDRANAYAGAM.

(Sgd.) C. L. H. PAULUSZ.
17/3/52.

True Copy
Clerk to the Board of Eeview 

(Income Tax.)
30

E 84.
Letter from 
Savundranaya- 
gam to Deputy 
Governor, 
Central Bank. 
1.2.51.

R 84

Letter from Savundranayagam to Deputy Governor, 
Central Bank

EMIL SAVUNDRANAYAGAM.

The Deputy Governor, 
Central Bank of Ceylon, 
Colombo.

42, Glenaber Place, 
Colombo 3.

1st February, 1951.

Dear Sir, 20
Further to • my statement of last Thursday, 25th ultimo, 

and confirming my telephone conversation of this morning, I am 
now in a position to disclose the identity of the two individuals to 
whom the money was to be paid in Singapore and New York 
respectively. They are—

1. Mr. Pierre Duval,
Raffles Hotel, Singapore.

2. Mr. Hector Tembros,
Waldorf-Astoria Hotel, New York.

I also confirm that the shipment was effected per the S.S. 30 
" SAGA ".

Yours faithfully.
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R 85
Cable from Savundranayagam to Medigasol, Marseilles 

MEDIGASOL,
MAESEILLE.

BUYER MAKING ALLEGATIONS TO EFFECT SAGA DID 
NOT SAIL 12 JANUARY STOP HAVE REFERRED 
THEM TO YOU ACCORDING TERMS OUR ARRANGE 
MENTS WITH THEM STOP CAN YOU ENLIGHTEN 
STOP PLEASE ADVISE DUVALS LOCATION.

ZEPHYR.

8, Parsons Road, Colombo 2.

(Sgd.)
6/4/51

FRANCE.

Exhibits.
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R 86
Communication from Chief Telegraph Master 

CEYLON TELEGRAPHS
No. Cop 150/6th

I have the honour to inform you that your Telegram handed in 
on the 6th instant ............ addressed to ............ Medigasol,
Marseille, cannot be delivered for reasons given below:—

As address is not registered.

(Sgd.)
CHIEF TELEGRAPH MASTER.

B 86.
Communication 
from Chief 
Telegraph. 
Master. 
7.4.51.

R 87 
Letter from Savundranayagam to Chief Telegraph Master

The Chief Telegraph Master, 
Colombo.

Colombo.

Dear Sir,
With reference to your Memo No. COP 150/6th dated 7th April 

30 informing us that our telegram addressed to " Medigasol ",

B 87.
Letter from 
Savundranaya 
gam to 
Chief Tele 
graph Master. 
7.4.51.
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Marseille, cannot be delivered as the address is not registered, we 
shall be obliged if you will now deliver this same telegram 
by Service Advice to :

Societe Mediterranneenne de Produits Petroliers, 6, Rue de 
La Darse, Marseille.
Bearer will pay the cost of the cable. THANKING YOU,

Yours faithfully, 
(Sgd.)

True Copy
Clerk to the Board of Eeview 

(Income Tax.)
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Communication from Chief Telegraph Master 

CEYLON TELEGRAPHS
Memo No. COP 50/6.

I have the honour to inform "you that your telegram handed in 
on the 6th instant at G. P. O. addressed to Societe Mediterraneenne 
De Produits Petroliers, 6, Rue De Ladarse, Marseilles, cannot be 
delivered,

As the addressee is not known.

(Sgd.) 
Chief Telegraph Master.

True Copy
Clerk to the Board of Review 

(Income Tax.)

20

R 89.
Statement 
made by 
E. Savundra- 
nayagam to 
Deputy 
Governor, 
Central Bank. 
26.1.51.

R 89
Statement made by E. Savundranayagam to Deputy Governor,

Central Bank
My company, Eastern Enterprises Coy., 8, Parsons Road, 

Colombo, held letter of credit No. 9044 of the Union Bank 
of Switzerland, Zurich, for 1,230,000 dollars in respect of a
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shipment of lubricants for shipment to China to the HWASHIH Exhibits - 
company of Tientsin. A shipment was effected from France by the B 89. 
Societe Mediterraniene d'Produits Petroliers, Marseilles, France, statement 
in the first week of January, 1950. The shipment was approxi- E^savundra- 
mately 9,000 tons. French Govt. issued an export licence. All my nayagam to 
negotiations were with Mr. Peierre Duval, Director of Sales of the Governor, 
above societe. The C.I.F. value of this shipment was $ 825,552.50 Central Bank. 
plus $ 235,000 as mentioned below. Confidential commissions ^oww. 
amounting to f 235,000 have to be paid to certain people in France

10 in U. S. Dollars delivered to certain of their representatives in New 
York and Singapore. I was on my way to New York but returned 
to Colombo from London owing to personal reasons. I was carrying 
the above sum of f 235,000 (approximately—the actual sum was a 
few dollars less) in notes to Ceylon when I declared to the 
Customs and asked them to bond the note,s. The profit (gross) of 
our firm representing $169,447.50 was remitted through the Bank 
of Ceylon to Colombo on the 18th January, 1951, or so. The dollar 
notes in question were drawn by me in Zurich. I declared the notes 
in the U. K., my passport was stamped to this effect and I was

20 permitted to remove them.
The sum of $ 235,000 represent the consideration which I am 

personally responsible to pay to complete the C.I.F. value of the 
transactions which actually amounted to $ 1,060,550. The payees 
are representatives of French Government officials who attended 
to the Government formalities, whose names I am not aware. I 
am also not in a position to disclose the identity of the representa 
tives who will collect the money. One is in Singapore and the other 
in New York. They will both identify themselves to me when I 
arrive at these port. In the meantime I am personally responsible 

30 for these funds and I have full title to them at the moment in my 
own personal capacity. I intended to effect the payments as out 
lined above but now that the Ceylon Government will not permit 
this under the Defence Regulations, I shall credit my account with 
the Hongkong & Shanghai Bank with the amount, and after 
allowing for income tax invest the rest in Ceylon in my name.

(Sgd.) EMIL SAVUNDRANAYAGAM.
26/1/51.

True Copy
(Sgd.) Secretary, 

Central Bank of Ceylon.

True Copy
Clerk to the Board of Review 

(Income Tax.)
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R 90
Letter from Registrar of Companies to Cyril Gardiner 

Copy Application 7533 of 19.1.53

Eef. No. Pv S. 801/D
Department of the Eegistrar of Companies, 

Secretariat Premises, Colombo, 
8th April, 1952.

Sir,
Trans- World Enterprises Ltd. 

(In Vol. Liquidation)

With reference to the resolution passed by the Company 
on 15th February, 1952, rescinding the resolution passed on 9th 
February, 1951, to wind-up the Company and appoint a Liquidator, 
I have to point out that the Company cannot rescind the earlier 
resolution and stay winding-up by passing another resolution.

I am, Sir, 
Your obedient servant,

(Sgd.) J. F. Ponnambalam, 
REGISTRAR OF COMPANIES.

10

Cyril Gardiner, Esq., 
Director-Trans-World Enterprises

Ltd. (in liquidation) 
No. 8, Parson Road, Colombo.

True copy issued for official purposes.

(Sgd) 
Asst. Registrar of Companies.

20

Typed by SB. 
Compared by
Colombo, 22nd January, 1953.

True copy 30 
Clerk to the Board of Review.
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R 91 Exhibits.

E 91Letter from Registrar of Companies to Liquidator Lettej from
Eegistrar of

Copy Application 7533 of 19.1.53 companies to
.Liquidator. 
8.4.52.

Ref. No. Py. S. 801/D. 
Department of the Registrar of Companies, 

Secretariat Premises, Colombo, 
8th April, 1952.

Sir,
Tvans-World Enterprises Ltd. 

10 (In Vol. Liquidation)

The above Company has on 15th February, 1952, passed 
a resolution rescinding the earlier resolution to wind-up the Com 
pany and appoint a Liquidator. In this connection I may mention 
that the company cannot by a resolution rescind the earlier resolu 
tion and stay wind-up.

2. The statement of accounts for the period 9.2.51 to 8.2.52 is 
now overdue. Please forward same early.

I am, Sir, 
Your obedient servant,

20 (Sgd.) J. F. Ponnambalam,
Registrar of Companies.

The Liquidator,
M/s. Trans-World Enterprises, Ltd.,
P. O. Box 918, Colombo 1.

True copy issued for official purposes. 

(Sgd.) 

Asst. Registrar of Companies.

Typed by S.B. 
Cr inpared by 

30 Colombo, 22nd January, 1953.

True copy 
Clerk to the Board of Review.
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Exhibits.

E 92.
Letter from 
Trans-World 
Enterprises 
Ltd. to 
Eegistrar of 
Companies. 
17.4.52.

R 92

Letter from Trans-World Enterprises Ltd. to Registrar of
Companies

Copy Application 7533 of 19.1.53
Trans-World Enterprises Limited 

(Incorporatel in Ceylon)
Registered Office,

30, Horton Place, Colombo 7,
17th April, 1952.

Phone.
Grams. " Zephyr " Colombo
Our Eef......
Your Eef......

REGISTERED
The Registrar of Companies, 
Secretariat Premises, 
Colombo.
Dear Sir,

With reference to your letter No. Pv. S. 801/D dated 8th 
April, 1952, Counsel has advised us that the resolution is in order 
and also that, even if you think that the resolution is not in order, 
you are still required under the Companies Ordinance to register 
the resolution, and that its legal effect can be debated if when the 
question arises.

In the circumstances, we would request you to be so good as to 
register the resolution.

Yours faithfully, 
Trans-World Enterprises Ltd.

(Sgd.) Illegibly. 
Director.

True copy issued for official purposes.
(Sgd.)

Asst. Registrar of Companies. 
Typed by S.B. 
Compared by 
Colombo, 22nd January, 1953.

True copy 
Clerk to the Board of Review,

.10

20

30
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Sirs,

R 93
Letter from Registrar of Companies to Trans-World 

Enterprises Ltd.
Copy Application 7533 of 19.1.53

My No. Pv. S. 801/D.
Department of the Registrar of Companies,

Secretariat Premises, Colombo 1,
3rd May, 1952.

Exhibits.

E 93.
Letter from 
Eegistrar of 
Companies to 
Trans-World 
Enterprises Ltd 
3.5.52.

With reference to your letter of 17.4.52, by my letter of 
8.4.52, I pointed out that the company cannot rescind the earlier 
resolution to wind-up the company and have not touched on the 
question of registration. By a special resolution dated 9.2.51, the 
company went into voluntary liquidation and Mr. K. Satchitha- 
nanda was appointed liquidator. This appointment has been duly 
notified. Under Section 218 of the Companies Ordinance the date 
of the commencement of winding-up is the date of the passing of the 
resolution and on that date the company should have ceased to carry 
on business under Section 219. On the passing of a resolution to 
wind-up and the appointment of the liquidator the powers of the 
directors cease. The liquidator is bound to comply with the 
provisions of the Ordinance and file with me the necessary Returns. 

Since you say that counsel has advised that subsequent resolution 
is in order I shall be glad to discuss this matter with your counsel by 
appointment. I would also take this opportunity to point out that 
the binding nature of a resolution to wind-up is set out in part 11 
of Palmers Company Precedents (15th Edition). The provisions 
with regard to winding-up are preromptory and irrevocable. So much 
so, where a resolution to wind-up voluntarily has been passed with 
out the filing of a declaration of solvency it has been held that the 
liquidation becomes a creditors voluntary winding-up and cannot 
be carried out as a members' voluntary winding-up.

I am, Sir,
Your obedient servant, 

(Sgd.) J. F. Ponnambalam,
Registrar of Companies. 

M/s. Trans-World Enterprises, Ltd., 
P. O. Box 918, 
Colombo 1.

True copy issued for official purposes.
(Sgd.)
Asst. Registrar of Companies.Typed by S.B.

Compared by
Colombo, 22nd January, 1953.

True copy 
Clerk to the Board of Review.
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E 94.
Letter from 
Eegistrar of 
Companies to 
Liquidator, 
Trans-World 
Enterprises Ltd. 
12.9.52.

R 94

Letter from Registrar of Companies to Liquidator, Trans-World
Enterprises Ltd.

Copy Application 7533 of 19.1.53

Ref. No. Pv. S. 801/D.
Department of the Registrar of Companies,

Block " D ", Secretariat Premises,
Colombo 1, September 12, 1952.

Gentlemen,
Trans-World Enterprises Limited 10

(In Voluntary Liquidation)
In reply to para 4 of your letter of 12th ultimo, I have 

to point out that you should have asked for an accounting from the 
former Liquidator when you took charge and you are responsible 
for the filing of the accounts for the period under reference.

Please let me know whether any business had been carried on by 
you or your predecessor or any moneys collected and payments made 
sinre the Company went into Liquidation.

I am, Gentlemen, 
Your obedient servant, 20

(Sgd.) J. F. Ponnambalam, 
Registrar of Companies.

The Liquidators,
Trans-World Enterprises Limited,
No. 30, Horton Place,
Colombo 7.

True copy issued for official purposes.
(Sgd.) 

Asst. Registrar of Companies.

Typed by S.B. 
Compared by
Colombo, 22nd January, 1953.

30

True copy. 
Clerk to the Board of Review.
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R 95 
Letter from Liquidators to Registrar of Companies

Copy Application 7533 of 19.1.53
30, Horton Place,
Colombo 7,
9th October, 1952.

The Registrar of Companies, 
Colombo 1.
Dear Sir,

Trans-World Enterprises Ltd. 
(In Vol. Liquidation)

We refer to your letter No. PvS 801/D of 12th Sept., 1952.
With reference to para 1 of your letter, we have to state 

that when we took over the liquidatorship we asked for an 
accounting from the former Liquidator who advised us that it was 
completely impossible for him to furnish us with any such account 
ing as all the books, etc., were with the Income Tax Department 
who refused to return them until the appeals were over. Further 
more, the former Liquidator informed us that you yourself had 
asked him for the accounts for the period under reference and that 
be had advised you regarding his inability to produce the accounts 
for the same reason. In view of this, we should be glad if you would 
please confim that the position taken up by us in para 4 of our 
tetter of 12th August, 1952, is in order.

With reference to the second para of your letter, we ourselves 
have not collected or paid any money.

Your faithfully, 
(Sgd.) Emil Savundranayagam,

Exhibits.

E 95.
Letter from 
Liquidators to 
Begistrar o£ 
Companies. 
9.10.52.

Emil Savundranayagam, 
Liquidator.

(Sgd.) C. Gardiner,

Cyril Gardiner, 
Liquidator.

True copy issued for official purpose.
Typed by S. B. 
Compared by

Intild. 
Colombo, 22nd January, 1953.

(Sgd.) 
Asst. Registrar of Companies.
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E 96.
Letter from 
Assessor to 
Bmil Saviind- 
ranayagam. 
26.11.51.

R 96
Letter from Assessor to Emil Savundranayagam

Copy

My Ref ce: 
908/2 (CLHP)

Sir,

Income Tax Office, 
(Galle Face Court No. 2), 

Colombo 3, November 26, 1951

Mr. Emil Savundranayagam,
Eastern Traders Limited,

Trans-World Enterprises Limited
Eastern Enterprises

10

E 97.
Letter from 
Earn Iswera to 
Commissioner 
of Income Tax 
22.2.52.

In terms of Section 54 (4) (a) of the Income Tax Ordinance, 
I hereby request you to produce for my examination all correspon 
dence (including cables) and documents relevant to the " oil trans 
action ". There should be produced all communications exchanged 
between all parties to the '' deal '' from the time it was first mooted 
by the Chinese and American to-date.

Please produce the required documents by 3 p.m. on Tuesday, 
November 27, 1951. They may be produced before me or Mr. K. S. 
Parakrama, Assistant Assessor, Unit 1.

I am, Sir, 
Your obedient Servant,

(Sgd.)
Assessor, Unit 1.

Emi] Savundranayagam, Esqr.,
30, Horton, Place,
Colombo 7. ______

R 97 
Letter from Ram Iswera to Commissioner of Income Tax

Copy
H. V. Ram Iswera, 

Proctor & Notary
142, Hulftsdorp Street, 

COLOMBO.
22nd February, 1952. 

The Commissioner of Income Tax, 
Income Tax Office, 
Galle Face, 
COLOMBO.
T If^lT* ^sl T*

File Nos. 9/379, U/275 and 908/2.
I beg to request you on behalf of my clients Messrs. 

Eastern Enterprises Co., Eastern Traders Ltd., Trans-World

20

30

40
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Enterprises Ltd., and Mr. Emil Savundranayagam to fix the appeals 
in respect of the assessments that have been made on them for 
hearing, without any further delay.

In this connection I wish to draw attention to the fact that a 
very large claim has been preferred against the Eastern Enterprises 
Co.", by the Hwa Shih Co. Counsel has advised my clients that this 
claim cannot be resisted and that it is best for my clients to try 
and settle this claim outside Court without Courting the expense 
and publicity of a trial in Court. For the purpose of settling this 
claim amicably my clients should have a subtantial sum of money 
so that they may make an immediate payment which might prove 
attractive to the Hwa Shih Co. It is not possible for my clients to 
carry on negotiations in this matter when the money available is 
fro/en. Besides this you will realise that it is not good business to 
have such a large sum of money lying idle when it can be profitably 
utilised for the purpose of minimising the loss suffered by my 
clients. One would have thought that your department would have 
had all the data available before they sent out such large assess 
ments and insisted on the collections of such a large sum of money, 
lour assessments presumably based on reliable data, were made on 
the first of March, 1951, requiring payment of a total of nearly 
twenty-two lacs before the third of March, 1951. On the fifth of 
March, 1951, you froze the accounts of my clients. On the 6th of 
March you instructed the Fiscal W. P. to seize and sell the property 
of one of my clients. On the eight of March, a sum of six lacs was 
paid into fixed deposit to be held subject to your orders. This was 
in addition to the Rs. 140,649 already collected from the two 
companies.

My clients are disturbed at the delay in your hearing the appeals 
as they presumed that your earlier steps were not taken arbitrarily 
but on some basis which will bear examination in law. This is all the 
mote so in the light of all the attempts my clients have so far made 
to have the hearing expedited. My Advocate Nadesan saw you in 
September 1951 and applied to you to have the appeals listed for 
argument at an early date. On that occasion the Assessor Mr. 
Panlusz was present and he stated that the inquiries by him were 
not completed and that he would require some time and you fixed 
the 15th January, 1952, as the date on which you would fix the 
date of hearing. Thereafter at 11 a.m. on the 26th of November, 
1951, your assessor wrote to my client Mr. Emil Savundranayagam 
requiring him to produce before 3 p.m. the following day certain 
documents. These were produced for the examination by 9 a.m. the 
next morning. My client believed that the undue haste was due to 
an enxiety on the part of your department also to justify early, 
assessments they had made, on some legally tenable basis. On the 
fifteenth of January, Mr. Paulusz stated that on some further infor 
mation being supplied and on Mr. Savundranayagam being tendered

Exhibits.

R 97.
Letter from 
Earn Iswera to 
Commissioner of 
Income Tax.
•2-2.2.52.
—contd.

15
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for his examination he would be ready for the appeal. Accordingly 
the information was supplied and Mr. Savundranayagam examined 
on the 29th of January, 1952. On that day Mr. Paulusz is reported 
to have said that in so far as he was concerned he was ready with 
all the material necessary for the hearing of the appeal except for 
the key to a code and on Mr. Advocate Nadarasa stating that my 
clients did not have the key Mr. Paulusz stated that he could solve 
the code in about ten days, but that in any event if the Commissioner 
were prepared to hear the appeal he would be ready to argue it 
even without the key to the code. My clients cannot produce and 
under the Ordinance you cannot notice them to produce something 
which is not in their possession. Therefore my clients should not be 
prejudiced in the least for the reason of the non-availability of the 
key to the code especially as the correspondence has been handed 
over to your department in decoded form also.

I beg therefore to have the appeals listed for hearing without 
any further delay particularly in view of the fact that almost seven 
and half lacs of rupees are lying blocked by you and as in the event 
of my clients succeeding in the appeals you will not be liable in any 
damages suffered by my clients as a result of the monies being 
blocked.

Please favour me with a reply to this letter indicating when you 
propose to hear the appeals.

Yours faithfully, 
(Sgd.)

10

20

Y.
Evidence
produced by
Emil Savunda-
ranayagam
before
Commissioner
of Income
Tax.

Evidence produced by Emil Savundranayagam before Commissioner
of Income Tax

RECORD OF EVIDENCE

Mr. S. Nadesan, Advocate, calls Mr. Emil Savundranayagam: '30
I am 29 years old. In 1950, I was the Director of two Companies— 

the Trans-Wold Enterprises Ltd. and the Eastern Traders Ltd. 
These two companies were duly incorporated in Ceylon and I was 
one of the Directors. The Chinese desired to purchase oil some time 
ago. As far back as 1949 when I went to Burma on a business tour 
I happened to meet some people in Burma who told me that one of 
the imports to China was oil and petroleum products. One of the 
people I met in Burma was Mr. Renfro who later came to Colombo. 
He arrived here towards August 1950 and met me in my office. He 
in fact came here in connection with the oil business. It was about 40 
August 1950. He suggested that we should use Ceylon as a trans 
shipment port for the supply of oil to China because of the big diffi 
culty, in view of the international situation and because they had



179

finally clamped down on all exports of every type to China, viz.: 
exports of strategic materials, such as oil.

At that time I was one of the Director of Trans-World Enterprises 
Ltd. and the Eastern Traders Ltd. As a result of a discussion with 
Eenfro I agreed to do this business. We formulated certain prices 
and specifications and we exchanged letters concerning1 our arrange 
ments.

I produce, marked Al, copy of letter dated 23.10.50 which I 
wrote as Director of Trans-World Enterprises Ltd. to the Hwa 

10 Shih Co. c/o Renfro. In reply to this Mr. Eenfro, on behalf of the 
Hwa Shih Co. wrote to me letter dated 23.10.50 which I produce, 
marked A2. In reply to that I wrote letter marked A3, of 24th 
October, 1950, on behalf of the Trans-World Enterprises Ltd. 
Thereafter in pursuance of these letters a credit was opened in 
favour of the Eastern Enterprise.

To Commissioner: I mean the credit was opened after 
negotiations.

Thereafter we registered the firm of Eastern Enterprises Com 
pany. I produce certificate of registration of this Company, marked 

20 A4. To prevent anybody registering any similar name, the business 
name Eastern Enterprises Company was also registered. I produce 
certificate of registration of this Company, marked A5.

The Eastern Enterprises consisted of two businesses, the Eastern 
Traders Ltd. and the Trans-World Enterprises Ltd. These two 
businesses were going to carry on the business of the Eastern Enter 
prises Company. No business was done as Eastern Enterprises Com 
pany, though it was registered as such to prevent anybody else regis 
tering that name and so as not to cause any confusion. After this 
we got a letter of credit opened in favour of Eastern Enterprices 

30 Company in Ceylon for a sum of 1,230^0 Dollars. It was opened 
at the Eastern Bank, Colombo. In connection with the business of 
shipping oil we contacted a few people. We had to negotiate with 
them and agree on certain figures. One of them was the Indo-British 
Industries Ltd. We applied for a further credit. We wanted against 
the incoming letter of credit an outgoing letter of credit with the 
Indo-British Industries Ltd., but the Exchange Controller refused 
it. We wanted the outgoing credit opened roughly for 900,000 
Dollars.

Now, when it was found that it was not possible to ship oil from 
40 Ceylon, we opened a fresh credit, which could not be interfered 

with, for this transaction. Therefore, a letter of credit was opened 
by the Hwa Shi Co. in favour of the Eastern Enterprices in a Bank 
in Switzerland—the Union Bank of Switzerland, Zurich. The 
credit was for 1,230,000 Dollars—as a matter of fact it was the 
same old credit.

On the 28th of November, 1950, I left for the United Kingdom 
to negotiate this oil deal. I had with me a full, and comprehensive

Exhibits.

Y.
Evidence 
produced by 
Emil ftavundra- 
nayagam 
before
Commissioner 
of Income 
Tax. 
—contd.



180
Exhibits.

Y.
Evidence
produced by
Emil Savundra-
nayagam
before
Commissioner
of Income
Tax.
—coiitd.

power of attorney given in my favour. I produce this power of 
attorney marked A6, which I had received before I left Ceylon on 
the 28th. By then, in place of the earlier letter of credit, a letter of 
credit had been opened at the Union Bank of Switzerland. I produce 
telegram marked A7 received from Mr. Eenfro in Hong Kong. I 
left for England on the 28th of November and contacted several 
oil companies there. As a matter of fact I contacted one oil company 
there and they undertook to ship the oil, payment to be made against 
documents. They were willing to ship the oil for 1,060,552.50 
American Dollars, cif. I produce, marked A8, letter dated 30th 10 
November, 1950, which I wrote to the Societe Mediterranneene de 
Produits Petroliers. In reply to that I received from them letter 
dated 1st December, 1950, which I mark A9. In reply to A9, I 
wrote letter A10 of 6th December, 1950. Thereafter I received letter 
of 6th December, 1950, from Mr. Pierre Duval, Director of the 
S.M.P.P. whom I met in London and he said the business could 
be done. I mark this letter All.

On the 6th December I handed him a copy of the letter of credit 
against which I had to effect shipment, and on the 6th December 
I exchanged letters which are A10 of 6th December, 1950, and All 20 
of 6th December, 1950. After I wrote letter All, on the 18th Decem 
ber, 1950, I wrote A12 to S.M.P.P. and thereafter getting no reply 
to that letter, I again wrote A13 of the 28th December, 1950. 
Thereafter I received from them a letter dated 30th December, 1950, 
which I mark A14. In that letter they said that everything was

foing well and they hoped to send all the merchandise very shortly, 
n reply to that letter I wrote letter dated 1st January, 1951, copy 

of which I produce marked A15. In that letter I said that I was 
going to Paris tomorrow evening by air. I left for Paris the next 
day. I received there letter of 2nd January, 1951. I cannot remember 30 
when I received it. I wenfrfco Paris and when I came back to London 
I found the letter of 2nd January there. I produce this letter marked 
A16. A16 is a photostat copy of the original which was received 
with the export licence. I produce A17, letter of 6th January, 1951, 
which I wrote on my return from Paris. Thereafter I received letter 
dated 6th January, 1951, copy of which I produce marked A18. The 
original of this letter was handed to the Bank. In reply to letter of 
6th January, 1951, A18, I wrote letter dated 8th January, 1951, 
which I mark A19.

After writing A19 I went back to Paris and from there I went to 40 
Zurich in Switzerland. While there I received letter A20 dated 17th 
January, 1951, from S.M.P.P. Before I received A20 I received 
documents from S.M.P.P. in respect of the shipment of oil. I 
received these documents on the Monday before the 17th January, 
1951. When I received the documents I went straight to the Bank 
having made photostats of the documents. The Bank held the docu 
ments for examination till the 17th. Having examined the documents 
the Bank released the credit on the 17th. Everything was in order
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and they released the money. Out of this credit a sum of 1,060,552.50 Exhibits. 
Dollars had to be paid to the S.M.P.P. The arrangement in regard Y. 
to the payment to S.M.P.P. was that one part of it was to be ®™^£ by 
paid to the company and the other part in cash to their representa- Emu Savundra 
tives in Singapore and New York. 825,550.50 Dollars had to be (Xfm 
paid to S. M. P. P. and the balance 235,000 Dollars had to be paid Commissioner 
to their Mr. Duval at Singapore, (185,000) and to Mr. Tembros 
at NTew York 50,000 Dollars. These payments had to be made within 
the 29th of January and 1st of February to Mr. Duval and within 

10 the 4th and 17th of February to Mr. Tembros. That arrangement 
is set out in letter of the 17th January, 1951, marked A20.

The letter of 17th January, 1951, was handed over to me at Zurich. 
In reply to A20 I gave letter of 17th January, 1951, which I mark 
A21. The sum of 825,552.50 Dollars was paid at the Bank to Mr. 
Duval.

On my trip to Europe my wife and child accompanied me. 1 went 
from London to Paris and from Paris to London. They went along 
with me.

I considered that out of this transaction 169,000 odd Dollars was 
20 the profit made by the Company. I sent it by T.T. to the Bank of 

Ceylon to the credit of the Trans-World Enterprises Ltd. With re 
gard to the payment of the 235,000 Dollars, my original scheme 
was to go to New York and then to Singapore. After we decided to 
make this trip my son was not well. So I decided to come back home 
and I returned to London. When I got there I had the money with 
me. I had disclosed the money to the British authorities and the 
Indian authorities.

When I arrived in Ceylon I bonded the money. Thereafter I was 
not able to take the money and make the payments. In that situation 

30 I wrote to the S.M.P.P.' letter dated 26th January, 1951, which I 
produce marked A22. I followed it up with letter of 15th February, 
1951, copy of which I produce marked A23. In reply to this I 
received letter dated 3rd February, 1951, from S.M.P.P. which I 
mark A24. A24 was a reply to A22.

Before I left for London I had received a telegram from Hong- 
kong informing me that letter of credit has been opened. I also 
received an advice from the Bank of Ceylon that letter of credit had 
been opened in favour of the Eastern Enterprises by the Union Bank 
of Zurich for 1,230,000 Dollars. The Bank of Ceylon in Colombo 

40 sent this information to the Eastern Enterprises Co. on behalf of 
the Union Bank of Switzerland. This information can be easily 
verified from the Bank. From this it would appear to anybody that 
this sum of money was available in the Union Bank of Zurich in 
favour of the Eastern Enterprises. This and other documents have 
been in the custody of the Income Tax department for over a year 
and half. I produce, marked A25, advice of the credit from the
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Bank of Ceylon dated 27th November, 1950. I also produce, marked 
A26, advice by the Bank of Ceylon (Foreign Department) to the 
Eastern Enterprises Co. that a sum of 169,447.50 Dollars has been 
transferred telegraphically from the Union Bank of Zurich.

The letter of credit was opened in the Swiss Bank by Hwa Shih 
Co. in favour of the Eastern Enterprises. The documents which had 
to be given to the Bank before I could receive payment are shown 
in the letter of credit. I produce marked A27, the letter of credit 
which was telegraphically advised through the Bank of Ceylon. 
A27 is the copy which was handed over to me at Zurich. As soon 10 
as I received A25 from the Bank of Ceylon my Company advised 
the Union Bank in Switzerland by cable, a copy of which I produce 
marked A28, that Mr. Emil Savundranayagam will call on the 
Bank on 4.12.50. This was followed up by letter dated 28th Novem 
ber, 1950, A29, to the Union Bank. When I went to the Swiss Bank 
I received the letter of credit A27.

As soon as I received the letter of credit I wrote to the Union 
Bank of Switzerland letter of 5th December, 1950, which I produce 
marked A30. The Union Bank of Switzerland on the 16th of Decem 
ber, 1950, in respect of the letter of credit wrote a letter, marked 20 
A31, to the Eastern Enterprises Co. at Colombo. I produce the 
original of that letter marked A32. By this letter they agreed to 
carry through the transaction provided satisfactory evidence that 
regular export licences will be granted by the exporting country to 
Tsingtato. I found this condition mentioned in the letter of credit. 
Then thereafter they wrote to me letter dated 18th December, 1950, 
which is an amendment of the letter of credit. I mark the original 
of this letter A33 and I mark the duplicate of the letter which I 
sent to Colombo A34. Thereafter they amended the letter of credit 
further by sending me letter dated 22nd December, 1950, duplicate 30 
of which I produce marked A35. I also produce, marked A36, 
another letter dated 28th December, 1950.

The sum of 235,000 Dollars which I was taking for the purpose 
of giving in cash at Singapore and New York was received by me 
from the Bank on the 17th January, 1951. I produce the Bank 
Note, marked A37, which shows that that money has been handed 
over to the Eastern Enterprises Co.

In terms of the letter of credit I had to hand over the follow 
ing documents: —

Affidavit signed by the Agents; 49
Certificate of Lloyd's Survey;
Bill of Lading;
Export Licence;
Certificate of Sailing;
Analysis Eeport.

As a result of the amendment to the letter of credit T had to give 
an affidavit from the Steamship Co. that according to the Itinerary
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of the vessel that the vessel will not touch a port in U.S.A. prior to 
arrival at destination. I had arranged with S.M.P.P. that they 
should ship the goods and send me the documents. Thereafter pay 
ment was to be made to them. S.M.P.P. gave me the documents. I 
produce photostats of these documents. The originals went to the 
Bank. I produce, marked A38, the affidavit signed by the agents 
and representatives (Solfus Stepet) of the Swedish firm Sweiska 
Ostasiatiska Kompaniat of Gethenbourh, Sweden. A39 is the Certi 
ficate of Lloyd's Survey Report by their Agents in Marseilles (Certi-

10 ficate of Inspection on Board). A40 is the Bill of Lading which 
consists of two sheets. This shows that the goods were put on board a 
vessel by the name of ' Saga ' belonging to Sweiska Ostasiatiska 
Kompaniat. The Bill of Lading is dated 12th January, 1951, and 
states that the cargo is on board. A41 is the Export Licence issued 
by the French Government in favour of S.M.P.P. covering ship 
ment of 10,000 tons of mineral oil valued 280,000 U.S. Dollars 
f .o.b. from Marseilles to China. The Certificate of Sailing issued by 
the Officer of the Port of Marseilles dated 13th January, 1951, is 
marked A42. Photostat copy of the Policy of the Eagle Star Insu-

20 ranee Co. which consists of five sheets is marked A43. The Analysis 
Report is marked A44.

All the above documents were tendered by me and at the time I 
received these documents I did not know there was anything wrong 
with them.

After I arrived in Ceylon I dissolved the partnership which had 
been floated only for the specific purpose of this adventure. There 
after I took steps to liquidate the two Limited Companies. My 
reason for doing this was that I was advised by my Accountants 
and others that there was a provision in the Income Tax Ordinance 

30 regarding surplus assets. Liquidation was some way of reducing 
tax liability. Accordingly I arranged to liquidate the companies. 
Mr. Cyril Gardiner is one of the Directors of both Companies The 
Trans-World Enterprises Ltd. and the Eastern Traders Ltd. After 
I returned to Ceylon Mr. Cyril Gardiner received a telegram from 
Hongkong dated 12th March, 1951, which I produce marked A45. 
This telegram reads as follows: —

" No knowledge of ship. Please telegraph 
operator's name ''.

In reply to this I sent a telegram, copy of which I produce marked 
40 A46. I produce, marked A47, telegram received from Hong Kong 

on 21.3.51. In reply to that I sent telegram, copy of which I mark 
A48. Then I received a telegram dated 30th March, 1951, addressed 
to me personally from Hwa Shih Co. which I mark A49. On 30th 
March, 1951, the Eastern Enterprises Co. sent a telegram to Hwa 
Shih Co. which I mark A50. The gist of this was that nothing was 
known here. At that time I had suspected the suppliers. They theii
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sent me an urgent telegram dated the 31st March, 1951, A51 asking 
me to proceed to Calcutta for discussion. In reply to A50 they wired 
to me on the 2nd April, 1951. I produce this telegram marked A52. 
To this I replied by A53. It is dated 2nd April, 1951. I received a 
reply on 4th April, 1951, which I mark A54. In reply to that I 
sent a telegram on 5th April, 1951, which I mark A55. They followed 
this up by letter of 7th April 1951, which I mark A56 (4 pages). 
In reply to this the Eastern Enterprises Co. wrote letter A57. There 
after I received a letter from the Immigration Department which 
I mark A58. In reply to that I wrote A59 to the Controller of 10 
Immigration.

Then I received a letter from Hwa Shih. Co. dated 10th May, 1951, 
which I mark AGO. My reply to this letter dated 1st June, 1952, 
is marked A61. Then I received a cable from Hong Kong, A62 dated 
18th June, 1951. Thereafter I received A63 dated 18th June, 1951, 
to which the Eastern Enterprises Co. replied by letter A64 of 4th 
July, 1951. Then I received cable from Hwa Shih Co. dated 18th 
July, 1951, marked A65. The Eastern Enterprises Co. replied by 
letter A66 of 31st July, 1951. I produce Hwa Shih Company's letter 
of 15th September, 1951, marked A67. The reply of the Eastern 20 
Enterprises Co. dated 2nd October, 1951, is marked A68. I followed 
it up with letter of 25th October, 1951, A69. Then I received a 
letter from them dated 10th November, 1951, marked A70. After 
I received A56 of 7th April from Hwa Shih Co. I knew that all 
the documents were forged. Hwa Shih Co. definitely told me that 
all the documents were forged.

According to the affidavit one of the Ports at which this ship 
had to touch was Colombo. I proceeded to the Colombo Harbour to 
see whether the ship had called. There was no such ship named 
' Saga ' nor was a ship by that name expected :

To Commissioner : I went to the Harbour after the 7th of April,
1951.

I expected the vessel normally to touch Colombo about the middle 
of February. According to the Bill of Lading this steamship ' Saga ' 
belonged to Sweiska Ostasiatiska Kompaniat. Now, according to 
my contract I had agreed to supply 40,500 drums of oil and 4,500 
drums of grease. One drum carried 53 metric gallons or 45 impe 
rial gallons. The approximate weight per drum will be I/4th or 
l/5th of a ton. The weight of the entire cargo is given in the Bill 
of Lading as 10,302 tons or 10,200 metric tons. Such a cargo required 40 
a steamship which can carry that weight. The Export Licence 
covers 10,000 tons. My contract required a ship that could carry 
10,000 tons.

After I received A56 my suspicions were aroused. I looked up 
the Lloyd's Register of Ships for the purpose of getting informa 
tion about the ship. I produce, marked A71, the Lloyd's Register

30
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for 1950/51, The name of the Company is Swiska Ostasiatiska 
Kompaniat of Gethenbourh, Sweden. The Lloyd's Register gave the 
names of various ships owned by this Company are at page 28. A 
list of Shipowners and Managers appears on this page. The ships 
owned by this Company are there. They are given under ' Ships ' on 
a different page. I turn to the page for ' Ships ' on the page under 
SAF to SAG. I find the ship by the name of ' Saga '. There are 
5 ships called ' Saga '. The tonnage of the first ' Saga ' is 6,468 
tons. It belongs to a different company. The second ' Saga ' is 1,133

10 tons. It belongs to a different Company. The third ' Saga ' is of a 
tonnage of 928 tons. It belongs to Dellforcade dan Shiebssclshe. The 
fourth ' Saga ' has a tonnage of 204 tons. It belongs to a different 
company. The fifth ' Saga ' has a tonnage of 186 tons and it belongs 
to U. L. Wennerbeg. There are two Saga Marus. The tonnage I 
have mentioned in respect of these ' Sagas ' is the registered ton 
nage inclusive of ship, cargo and everything. None of these Sagas 
in the Lloyd's Register belongs to the Company which is set out in 
the document or in the Bill of Lading. Not one of these Sagas can 
carry a tonnage of 10,000 tons. In fact all the Sagas put together

20 cannot carry the 10,000 tons. That conclusively shows that really 
these 10,000 tons did not proceed by the Saga at that date as 
complained of by the Hwa Shih Co.
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Adjourned hearing of Income Tax Appeal—3rd October, 1952. 
The evidence of Mr. Emil Savundranayagam continued.
Mr Emil Savundranayagam

After I came here, the position with regard to my account with 
this bank—the Union Bank of Switzerland—was as follows: The 
credits to Eastern Enterprises Company were $1,235,000 and a 
further deposit of Francs (Swiss) 24,000, which is equivalent to 

30 about $970.14 giving a total of $1,235,970.14. The debits were 
$825,552.50 to Mr. Duval, telegraphic transfer to Colombo for 
$169,447.50, incidental charges, commission, $12, ra,ble charges, 
$8.56, a further debit of $235,000 to commission on cash plus a 
debit of $187.07, commission in respect of that, leaving a balance of 
$5,812.51 in the bank.

After I received the letter, A24, of the 3rd February, 1951, from 
S.M.P.P., I received from Mr. Duval from Singapore a letter dated 
13th March, 1951, which I produce marked A72. (Letter in question 
read by Mr. Savundranayagam). That refers to the 16,000 and 8,000 

40 Francs (Swiss) given to me to cover insurance by me on the voyage 
—8,000 Francs (Swiss) to cover the expenses of the voyage.

Then, after I received that letter, I wrote a letter dated 20th 
March, 1951, which I produce marked A73. (Letter read). On that 
date—20th March, 1951—I did not make any enquiries to find that 
the documents were forged; it was subsequent to that date.
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In reply to A73 I received from the Union Bank of Switzerland 
a letter dated 3rd April, 1951, which I produce marked 
A74. (Letter read).

When I received that letter, I wired to the Union Bank 
of Switzerland, telegram copy of which I produce marked A75, 
dated 9th April, 1951. (Document read). On the same date 
I followed this up with letter dated 9th April, 1951, which 
I produce marked A76. (Letter read).

In reply to letter dated 9th April, 1951, I received from the 
Union Bank of Switzerland a letter dated 27th April, 1951, which 
I produce marked A77. (Letter in question read).

Thereafter, there was correspondence with the Bank in respect 
of certain information which had been called for on behalf of the 
Ceylon Government regarding these transactions.

Then I received a letter dated 23rd May, 1951, from the Union 
Bank of Switzerland, which I produce marked A78. (Letter read).

In reply to this letter, I wrote a letter dated 20th June, 1951, 
copy of which I produce marked A79. (Copy of letter read).

To Commissioner: The Union Bank of Switzerland says that I 
have to pay them all this money that is 
frozen. They are only worried about the 
monev.

10

In reply to my letter dated 20th June, 1951, I received a letter 
dated 6th July, 1951, from the Union Bank of Switzerland which 
I produce marked A80. (Letter read).

There has been some correspondence since then.
To Commissioner: They must be knowing that the Companies

have already gone into liquidation.

Subsequent to the letter of 10th November, 1951, A70 which my 
company received from the Hwa Shih Company, I wrote a reply 30 
dated 28th November, 1951, copy of which I produce marked A81.

In reply to A81 I received from the Hwa Shih Company a letter 
dated 17th December, 1951, which I produce marked A82. and, 
in reply to this, I wrote a letter dated 16th January, 1952, to the 
Hwa Shih Company, a copy of which I produce marked 
A83. (Letters referred to read).

Thereafter, I received a letter dated 29th March, 1952, from the 
Hwa Shih Company, which I produce marked A84. (Letter read).

In reply to A84, I wrote a letter dated 21st April, 1952, which 
I produce marked A85. (Letter read), 40
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To Commissioner : It does not matter whether we pay the Bank 
or the Agents; we are liable to both. If we 
pay one, it is a discharge; if the Principal 
can claim, the Agent can claim—pay one 
and it will effect as a discharge.

Then on 14th May, 1952, I received a letter from the Hwa Shih 
Company, which I produce marked A86. (Letter read).

Thereafter, Mr. Shang Ho Pan, Manager of the Bank of China, 
personally met me, and I explained to him the fact that I did not 
know the documents were forged, and that I actually received only 
a portion of these monies. I also told him that after I received this 
money, I will make payment with whatever monies I have received 
to the Hwa Shih Co.

Then I received letter dated 15th July, 1952, which I produce 
marked A87. (Letter read).

In reply to this letter, I wrote to the Hwa Shih Company by my 
letter dated 21st August, 1952, which I produce marked A88. 
(Copy of letter read).

To Commissioner The representatives of the Bank of China 
were Mr. Shang Ho Pan, Manager of the 
Calcutta Branch, and Mr. Wong. This 
Manager came some time in June, 1952. He 
came and met me—he came by taxi. He went 
into all these papers and spent four hours 
with me.

v.
Evidence 
produced by 
Emil Savimdra- 
nayagam 
before
Commissioner 
of Income 
Tax. 
—contd.

After I received letter dated 6th July, 1951, from the Union 
Bank of Switzerland, A80, I received a reminder dated 7th August, 
1951, from them, and, in reply, I wrote them letter, which 
I produce marked A89.

30 At the outset of these negotiations, my Company went into 
correspondence with the Hwa Shih Company resulting in corres 
pondence with the Union Bank of Switzerland, and I sought to 
deny my liability for the reason that this supplier, that is, the 
S. M. P. P., was really one of the Companies which had been 
suggested to me by the Hwa Shih Company. Thereafter, when they 
insisted on repayment, I consulted my lawyers and they advised 
me to pay the entire sum of this money. I then endeavoured to 
settle this for a smaller sum—the actual amount that has 
been received by the Company. It is only after this that I have been

40 carrying on negotiations on that basis. Throughout these negotia 
tions and transactions I did not act in a personal capacity, but as 
the Attorney of the Eastern Enterprises Company. All the money 
received in respect of the letter of credit in my hands was received
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by me in the capacity of Agent of the Eastern Enterprises Company. 
The correspondence produced and letter of credit and other 
documents are in favour of the Eastern Enterprises Company.

I stated that, on account of some advice given to me with regard 
to diminution of liability to Income Tax, the two Companies went 
into liquidation, but once I realised that these monies were out 
standing and payable to these companies—to the Hwa Shih 
Company and to the Union Bank of Switzerland—I attempted to 
stop liquidation proceedings and allow the Companies to carry on 
business in the normal way. A resolution was passed in respect of 
both these Companies on the 28th February, 1952, rescinding the 
resolution for liquidation.

To Commissioner They went into liquidation soon after my 
return—somewhere in January, 1951. I 
came back on the 22nd January and imme 
diately after that they went into liquidation. 
I thought it was a good idea. It was only 
thereafter that I found out these liabilities 
were there. Resolution in respect of both 
Eastern Traders Limited and Trans-World 
Enterprises Limited was passed on the 20th 
of February, 1952. I found that, as far as 
the Eastern Enterprises Company was con 
cerned, after the documents had been 
tendered and the monies received, that this 
Company was legitimately entitled to a sum 
of 1169,447.50, which was the difference 
between the amount of the letter of credit 
and the price I had paid for the supply of oil 
to S. M. P. P. And this sum was remitted 
to the credit of Trans-World Enterprises 
Limited.

We paid out to C. A. Gardiner Limited, who had provided 
Us. 20,000 advance, Us. 20,000 and Interest of Rs. 2,000 on it plus 
Commission Rs. 200,000 as previously arranged, and we paid 
Mr. M. M. Ismail Rs. 51,420 in return for Rs. 5,142. And then 
certain directors' fees were paid out to all directors and a dividend 
was declared of Rs. 30,000 in respect of every share, amounting 
to a total of Rs. 300,000, and at that stage the Income Tax 
Department came in. Before dividends in respect of the other 
Company could be paid, these Income Tax difficulties arose and 
nothing has been done thereafter.

I paid these dividends and made these payments on the basis 
that this sum of money which had been credited to Trans-World 
Enterprises Limited was actually a profit. I was not aware, at that

10
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time, that this dividend was declared that actually the goods had 
not been supplied, and that the Eastern Enterprises Company or 
the Trans-World Enterprises Limited were not entitled to any roduced b 
portion of this money. Now, of course, I know that this dividend Emu 
should not have been declared, and that, actually, these monies 
belong to the Hwa Shih Company, through whose Agents, 
the Union Bank of Switzerland, I have obtained these monies. The 
Union Bank of Switzerland gave me these monies in return 
for certain documents which were given on behalf of the Eastern 
Enterprises Company by me. If the documents were forged, the 
money would not have been given to me, and unless I gave 
the documents I would not have been entitled to the money.

In so far as being a Director of the Company, I have paid out 
these sums as dividends on monies which did not comprise 
the profits of the Company. I have been advised that I am liable 
to pay these monies back to the Company; in fact, in respect of 
both these companies.

Table A of the Companies' Ordinance states that dividends 
should be declared (or paid) only out of profits.

My personal position in these matters is that the only sum of 
money that had been paid to me and to my wife in my personal 
capacity out of the entire receipts from the Union Bank of 
Switzerland is a sum of Us. 180,000 plus the balance Directors fees 
and return of Capital. Rs. 25,000 which we had advanced. I 
believe they are all in the books. They are—Rs. 180,000 dividend, 
return of Capital Rs. 25,000 (which is really return of loan) and 
Rs. 5,000 as Directors Fees. That is all I have received in 
my personal capacity, and now I say that I am liable to 
the Company, as Director, to pay back these sums of Rs. 180,000 
and Rs. 5,000, because these monies never belonged to the Company. 
As far as the $235,000 which I brought from Switzerland 
is concerned, that sum of money was received by me on behalf of 
the Eastern Enterprises Company for the purpose of making 
payments, in accordance with certain agreements with the 
Company, to Mr. P. A. Duval and Mr. Hector Tembros. This is 
not a personal receipt by me. Apart from that, even as far as the 
Company is concerned, the $235,000 again is money which does 
not belong to the Eastern Enterprises Company or the other 
Companies, but money which belongs to the Hwa Shih Company 
or the Union Bank of Switzerland.

To Commissioner This money is now in the Bank of Ceylon. I 
have altogether 6 lakhs of rupees in the 
Eastern Bank.

All this money is being held up by 
the Income Tax Department. As a matter 
of fact, in terms of the letters of credit, the
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company would be paid this money only 
12 hours after the ship had sailed, and, if 
not for that certificate of sailing, which 
stated that the ship had sailed, the money 
would not have been handed over by the 
Swiss Bank to the Company.

Cross-examined by Mr. L. Piyasena:
This business, Trans-World Enterprises Limited, was started in 

1949—on the 6th October, 1949.
The shareholders in it, and the shares held by each shareholder, 10 

are: Mr. Cyril Grardiner, about 4 shares; Mr. E. Savundra- 
nayagam, 2 shares and my wife 4 shares. This is 10 ten rupee 
shares and the Capital of the Company was Es. 100. The three of 
us were the directors of the Company.

Eastern Traders Limited was started on the 6th May, 1950, and 
the paid up capital was Rs. 1,000, divided into 100 shares. Of these 
100 shares, 93 shares were held by the Trans-World Enterprises 
Limited—and the other remaining shares were held by the 
directors—Sir Chittampalam Gardiner, 1 share; Mr. E. Savundra- 
nayagam, 1 share; Mr. S. Sellamuttu, 1 share; Mr. R. P. Sena- 20 
nayake, 1 share; Mr. K. Mahendra, 1 share, Mr. Cyril Gardiner, 
1 share; and Mrs. P. Savundranayagam, 1 share, totalling 7 shares 
among the directors, and other 93 shares held by the Trans-World 
Enterprises Limited.

These two limited companies started business as a partnership 
called Eastern Enterprises Company on 7th November, 1950, i.e., 
the Eastern Enterprises Company was registered on the 7th 
November, 1950, and commenced business on the 27th November, 
1950. There were no books of account for this partnership. There 
was only one transaction relating to this partnership. This trans- 30 
action would have been referred to in the books of the Trans- 
World Enterprises Limited, and the book-keeping part of the 
matter I never really bothered about; but I believe I have produced 
the ledger and cash book of the two limited companies. Besides 
these two books of account there were no other books. I confirm 
that if any records are made they would be in the books of the 
limited companies.

There are minutes of the two limited companies regarding the 
oil deal.

Shown Bl. This is the Minute Book of the two limited companies. 40 
(The Minutes are read).

In the Minutes of the Meeting held on 27th November, 1950, 
there is no reference to the oil deal, but the Eastern Enterprises 
Company is referred to.
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To Commissioner:

There are minutes in the Minute Book regarding the fact that I 
formed this company and began business. (Minutes read).

I then had two accounts in respect of this oil deal. 
The loan was to Trans-World Enterprises Limited. 
We decided to go into liquidation on the 7th February, 1951.
There are minutes relating to the General Meeting of the Trans- 

World Enterprises Limited. (Minutes of Extraordinary General 
Meeting read).

10 I believe the accounts of the year to 31st March, 1951, were 
furnished to the Income Tax Office, but I am not positive.

I now turn over to the Minutes of the Meetings of Eastern 
Traders Limited. (Minutes read).

There is no General Meeting.
These directors, Sir Chittampalam Gardiner, Mr. R. P. 

Senanayake, Mr. K. Mahendra, never attended these meetings of 
the Board of Directors or of General Meeting.
To Commissioner:

Sir Chittampalam Gardiner was the Chairman of the Board of 
20 Directors of one of the companies.

Shown R2—this is a ietter I have given to Mr. Paulusz saying that 
I have produced to him for examination all correspondence 
between the parties to the oil deal from the time it was mooted 
with the Chinese on the 28th November, 1950.

When I was away in Europe I did have communications with 
my fellow directors by cables and mostly telephone calls.

Most of these cables, in fact, all I possessed, were produced to 
Mr. Paulusz. All the available cables were produced to him.

It is possible that some of the relevant documents might have 
30 been destroyed, but the important ones were not destroyed

Shown R3—I may have probably received this telegram from 
Mr. Cyril Gardiner dated 16th December, 1950. I think I got it. 
Brown was the name I used to use for Mr. Renfro.

Shown R4—I also received this cablegram dated 20th December, 
1950, from Mr. Cyril Gardiner, copy to McGregor.

Shown R5—I received this telegram of 22nd December from
Mr. Cyril Gardiner. The person referred to was associated with
the firm responsible for the Harbour Development Scheme. It was
in connection with the supply of steel, and had nothing to do with

40 the oil deal.
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Shown R6 — I also received cable of 26th December, 1950. The 
person referred to as " Uncle " was Sir Chittampalam Gardiner.

Shown R7 — This telegram of 7th January, 1951, was received 
by me.

Shown R8 — I got this cable on 8th January, 1951,
Shown E9 — This cable of 9th January, 1951, was also received 

by me.
The fact that we were sending oil to China would have had its 

repercussions on the Knighthood of Sir Chittampalam Gardiner, 
and we were wondering how best we could get out of it.
To Commissioner:

There was an earlier letter of credit which came up before the 
Prime Minister himself, and then the talk went round that I had 
gone abroad regarding this matter. Old man Gardiner was very 
anxious to get out of it ; suggested transfer of the whole deal to 
someone else until knighthood.

We were contemplating on how we could change the partnership 
change the group which is doing the business; in reality, change 
the Gardiner Group and put somebody else in. We wanted to do 
this and still keep a profit or sell the whole concern to somebody at 
a profit for a price to be paid later, that price to substitute the 
major part of the profits. The rest of the cable, referred to, means 
the same thing. If we transferred it to somebody else, the new 
people would be responsible. Under the Business Names Registra 
tion Ordinance, if a business has changed, you will have to notify 
the Registrar within fourteen days, so that I can wait ten or twelve 
days and then notify the Registrar and get an ante-date as the 
date of the sale ; in other words, you can say that the change took 
place ten days ago.

If it took place on the 10th January, it could be ante-dated 
fourteen days prior to that date before the Registrar is notified of 
the change.

Sir Chittampalam Gardiner 's Knighthood did appear in the New 
Year Honour's list. He got his Knighthood on the 1st of January.

The position is that Sir Chittampalam Gardiner, having got his 
Knighthood, wanted us to see that his name was not mixed up in 
the oil deal. The only thing we could do was to ante-date the change 
so that he is got out of the business before the 1st and to inform 
the Registrar of Business Names accordingly.

That was what I suggested.
I cannot remember what I wired back to this cablegram, but 

we did not change the partnership.
(At this stage, hearing of the Appeal was adjourned for 

9.15 a.m. on Saturday, the 4th October, 1952).

20
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40
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Cross-examination by Mr. Piyasena continues:

In connection with R9, the cable which I sent, the idea mooted Emiilc savunara- 
there was to accommodate Sir Chittampalam Gardiner. I am not nayaga

n • f^t •j i i • i beforesummoning Sir Chittampalam as a witness.
(Mr. Piyasena moves summons: Mr. Nadesan objects. 

Commissioner records his decision and announces it).
Shown RIO: This is a cable I sent to Zephyr, Colombo, on 12th 

January, 1951. This was not one of the cables I produced before 
Mr. Paulusz. It was sent in reply to R9. What happened was. 
Sir Chittampalam being a U. N. P. Senator and a right hand man 
of the Prime Minister and the rest of it, if it was known that we were 
selling oil to Communist China when the Prime Minister's views had 
being very clearly defined, it could not have been good for Sir 
Chittampalam, when actually I was told when I was in London by 
Cyril Gardiner on the ' phone that his Knighthood was to be as 
early as December and now there was this complication he was 
wondering how best something could be done. Later on, after the 
knighthood was actually conferred, there was the problem about 
Sir Chittampalam receiving the Insignia at the Investiture at the 
hands of the King some months afterwards. He was also a Senator 
of the U.N.P. We were afraid of a show down between the Prime 
Minister and Sir Chittampalam. I suggested that we change the 
structure of the Company in such a way that Sir Chittampalam 
was out of it. Also we were wondering whether it was possible for 
the family to be out of it. I meant a change of structure of the 
Company before the Knighthood was conferred, or we could change 
at any time before the actual shipment took place and notify 
that change. At that time Sir Chittampalam could have been out 
of it. " Maximum responsibility possible " means what it says. 
That would have complicated the issue generally so that Sir 
Chittampalam could always have turned round and told the Prime 
Minister that he was out of it by this time and so forth. This is 
how we were working it up.
To Commissioner: Sir Chittampalam was anxious to keep out of the 

oil deal. We did nothing about the change of partnership.
As stated in the cable, those negotiating the deal and those 

actually negotiating the documents were still responsible. We would 
definitely have been held responsible for shipping oil to Communist 
China. There would have been no saying that Sir Chittampalam 

40 Gardiner was not responsible for sending oil to China. What I meant 
by " My idea of maximum responsibility " was the responsibility 
of Sir Chittampalam for the oil deal. It might have been said that 
a U.N.P. right-hand man was in fact selling oil to China.

Rll is a cable sent by me to Mrs. Savundranayagam.
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Shown R12.—This is a cable I sent to Aloysius, Zephyr, Colombo. 
The word "Pushempet" was meant to cover the names of all three of 
us—myself, my wife and my child. "Aloysius" meant my father- 
in-law.

Shown E13. This is a cable sent to me by Cyril Gardiner. During 
my trip abroad I was sending cables to the Carmelite Convent, 
Katugastota.

R14 is the cable I sent on 15.1.51. The unexpected delay referred 
to there was the delay in the Bank releasing the letter of credit. The 
bank kept the letter for four days. 10

Shown R15.—This is a cable I sent to Zephyr, Colombo.
Shown R16.—This is another cable I sent to Cyril Gardiner. This 

is a long cable and it reads as follows: —

"Keep following information strictly confidential, especially from 
Ismail, Karim and Rasheem. Also members of family. Tell uncle 
also what you think he should know. In any case keep things 
extremely quiet. Don't ask questions. Have about 7f lakhs to 
our credit. Immediately transfer T.W.E. two lakhs my personal 
account; two lakhs uncle; one lakh to your personal a/c., two 
lakhs to Eastern Bank account ; leave ..remainder to credit of 20 
B.O.C. will be preferable to make drawings in cash—repeat 
cash—and credit cash—repeat cash. "

These instructions show how the money was to be dealt with. The 
information was to be kept strictly confidential to prevent too many 
wolves trying to grab when money came in. I did not want uncle 
to know that we were getting 7^ lakhs. He would have come for a 
loan of 5 lakhs probably. Uncle was the Chairman of the Board 
of Directors. Even so, I did not want him to know about the money 
because if he knew about this 7-| lakhs that would have meant a 
number of lakhs borrowed by him. In any case I wanted every- JJQ 
thing to be kept extremely quiet for the same reason. If we started 
talking that we were making money all our poor relations would 
have pestered us. I wanted the money to be called a commission 
because I thought there was some tax relief if the money was 
described as a "commission". I was told that as this firm is composed 
of two companies and makes a certain amount of money and if 
they paid commission to T.W.E. rather than give a part of the 
profits, there will be some reduction of Income Tax.

I was in a hurry to dispose of the money because I was told before 
I went that the Income Tax Department was in the habit of jumping 40 
in and grabbing moneys of companies for tax. I transferred two lakhs 
of the Company's moneys to my personal a'ccount because I thought 
I was entitled to dispose of the money. It was obviously money that 
will be divided by the firm sooner or later as dividends. I have been
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a company director for three or four years. I do not know that I 
could not appropriate company money before declaring a dividend. 
I deny emphatically that I was disposing of this money as my own 
money. I asked Cyril Gar diner to buy me a car from the moneys 
which I considered profits of the company which would be divided 
in any case on my return. This was merely a division in advance. 
Ultimately I received a dividend of Rs. 180,000 plus return of 
capital amounting to Rs. 25,000; I received a little over 2 lakhs. 
Cyril Gardiner received Rs. 120,000 as dividend and Rs. 17,000 

10 return of loan.

Two lakhs was to be left in the Eastern Bank account of the 
Trans-World Enterprises. This was the Bank on which we normally 
operated. By R16 I was merely giving instructions. I instructed 
some money to be left in the Bank of Ceylon. I asked all drawings 
to be made in cash and all credits to be in cash in order to avoid 
the complication of the division of profits. I thought matters could 
be adjusted after the dividend was declared. Till then I wanted 
all transactions to be in cash. Even if cheques had been issued 
adjustments could have been made after the issue of dividends. That 

2o was the way how I looked at it. I was not assuming full control of 
the money. There were two Directors present at the time I gave 
the order. 93 shares of the 100 in the Eastern Traders Ltd. belonged 
to the Trans-World Enterprises Ltd. So for all practical 
purposes the Trans-World Enterprises Ltd. had the say. 
I did not want too much money to be left in the Trans-World 
Enterprises Ltd. for the reason I have given earlier, i.e., the Income 
Tax Department would grab all the money.

I was planning to go over to Singapore and to America. I was 
expected at New York between the 4th and 17th of February. All 
the same I was in a hurry to buy a car because I wanted to use it 
when I arrived in Ceylon. I had owned a car from my young days. 
When I arrived in Ceylon I had to have a car to go about in 
Colombo. Shown R17. This is a cable I received from Cyril 
Gardiner at my Hotel in Park Lane, London. From Zurich I had

g:>ne back to London. From London I sent R18 cable to Cyril 
ardiner.

Both Cyril Gardiner and I had corresponded about the oil deal 
with Shuco. That was the telegraphic address in Hongkong to which 
cables regarding the oil deal were sent. R19 is a cable sent by Cyril 

4.Q Gardiner to Shuco. This cable says; "Arriving today will convey 
message ''. Shuco was the cable address in Hongkong to which corres 
pondence to China the Hwa Shih Co. was to be addressed. 
Hwa Shih Co. is a company in China. Mr. Renfro conducted nego 
tiations under the telegraphic address Allenpih. He had said 
that he would have access to cables sent to Shuco and Allenpih.

30
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We presuumed that Shuco and Alenpih were the cable addresses of 
the Company. Mr. Renfro was their agent in Hongkong. It is quite 
possible that cables addressed to Shuco and Allenpih went to Renfro. 
If I wanted to contact Mr. Renfro I would have to contact him at 
the Hotel direct. There was no way of getting a message to him. 
The purpose of sending a letter there was the same as sending a 
letter to the Income Tax Department, attention of Mr. Piyasena. 
Shown R20. This is a cable received by me at my telegraphic address 
Zephyr, Colombo. It is dated 22nd January, 1951. Part of it is in 

At the time I received R20 I had the Code Book, but now Icode. At tne time 1 received KVU 1 nad tne uode ±JOOK, OUT, now ± 10 
cannot decode it. When Mr. Renfro came to Ceylon in June, 1951, 
the Code Book was removed by him. The Code Book was a Webster's 
Dictionary. In using it additions, multiplications, substraction had 
to be used. Sometimes it is plus something, or column plus something 
or a number of words plus something, or plus and minus something. 
I have some de-coded telegrams but I have not kept the code. I have 
exchanged, several cables like R20 in code with Shuco and Allenpih. 
In Ihe case of some cables I have given the name of the sender as one 
A. W. Perera. I gave a different name in some cables because I 
wanted to completely dissociate myself in view of international 20 
diplomacy. I believe Perera was the only other name under which 
I sent cables to Hongkong. I have not produced any of these cables 
in code to the Assessor, Mr. Paulusz. I have not produced R20 to 
Mr. Paulusz. Shown R21. This is a cable sent by Anandappa, one of 
the Clerks at the Regal Theatre. The address given is 8, Parsons 
Road. This is the address of the Regal Theatre. The cable is 
addressed to Renfro, Peninsula Hotel, Hongkong. The cable really 
means nothing. All that I wanted was a suitable telegraphic address 
at which I could communicate with Mr. Renfro. In cabling to 
Mr. Renfro I could not use the address Shuco and Allenpih as the 30 
Company would have come across the cable. I wanted a separate 
address at which information for Renfro only could have been sent. 
I heard that the American Co. was out to land Renfro in jail for 
helping the Chinese. The political situation at the time was tense. 
The war was on the point of coming off. Shown R22. This is a cable 
sent by A. W. Perera to Shuco. It was really my cable. It is dated 
24th January, 1951. I have explained already why Perera's name 
was used. There is no house by the name of 17, Fussel's Lane. R22 
is almost all in code. I cannot now say what was in the cable.

R23 is a cable from Cyril Gardiner to Shuco. It is also in code. I 40 
cannot say anything about this cable. Shown R24. This is a cable 
received by Cyril Gardiner from Hongkong. It is in code. The 
Chinese Company sent cable to Cyril Gardiner because my move 
ments were uncertain; R24 is in code. It is true, at that stage I had 
cabled to Renfro from Colombo. Shown R25. This is a cable sent 
to Cyril Gardiner. It is in code. R26 is a copy of a cable sent by 
Cyril Gardiner to Shuco. It is in code. Shown R28. This is a cable 
sent to Cyril Gardiner from Hongkong. It is in code. The Code Book
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was an American Webster Distionary. I have already given Exhibit^ 
information about its size to Mr. Paulusz. Shown R29. This is a Y 
cable from Hongkong. It is in code. R30 is also a cable received from Evidence 
Hongkong in code. R31 and R32 are similar cables. Shown R33. nrn'Inrfi'' 
This is a cable dated 22nd January 1951 from Hongkong. It says 
' 'Ask him contact us urgently''. Shown R34. This is a copy of a cable 
sent to Shuco. This cable gives the telegraphic address Chen c/o 
Zephyr. When Renfro was in Colombo he used to get cables Chen 
c/o Taymak. I had wanted to dissociate myself from this deal, but

10 as cables kept on coming to Cyril Gar diner, Regal Theatre, Colombo, 
I could not achieve my purpose. Therefore I wanted cables sent to a 
fresh address, i.e., Chen c/o Zephyr. Shown R35. This is copy of a 
cable sent by A. W. Perera to Shuco. It is in code. It was really sent 
by me. I remember this cable very distinctly. I can see words like 
"What happens to you . . . matters being kept very confiden 
tial . . . draw your own conclusions." This cable refers to a 
statemnet that was made to me in England after I returned from 
Switzerland. I was interviewed by a person who represented him 
self to me as being an American Secret Agent. In this interview he

20 told me that the American Government is not going to allow this 
. oil to get through to Korea where it was going and they had taken 

all action and drastic action would be taken and there was no non 
sense about it. He said that he had fixed up everything to see that the 
ship would nof get there. In this cable I was passing over this 
information. There was a danger of people being shot or people 
have been shot. There was a threat of drastic action. I also had 
heard that Renfro had been arrested and was going to be charged 
under the Federal Laws. It was said that the ship was going to be 
torpedoed.

30 The American Agent said something about fixing about every 
thing so that the ship will never reach China. He said "all your work 
is wasted."

In R35 I also see the word Russian at that time there was a story 
of 5 Russian ships that disappeared. They were due in Colombo. 
The Paper notification was that five Russian ships had disappeared 
in these waters and no one knew where they were. In this cable there 
are also words like '' Draw your own conclusions ", " Matters being 
kept confidential ".

Shown R36. This is a cable received from Hongkong. It is 
40 completely in code. R37 is a cable dated 31st January, 1951. It is 

completely in code. R38 is a similar cable in code. R39 is a similar 
cable in code. R40 is a similar cable from Hongkong in code.

Shown R41. This is a cable sent by me to Allenpih under my 
assumed name A. W. Perera. I adopted Perera's name in this 
cable to standardize everything. R42 is a cable in code from Hong 
kong. R43 is a cable to Renfro. This cable deals with some other
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Exhibit*^ business I wanted to start. I wanted to buy a Neon Sign Factory. R44
Y. is a cable from Hongkong. It is not in code. It says that there is
Evidence no knowledge of the ship. R45 is a cable sent by me to Renfro

ed b> giving my new postal address. E46 is a cable in code. I cannot make
bavunclia- o o */ JT -„,,_. 1*1 /» -- ^, i -» *- i * r\r* * • i ~r* A n

anything out of it. R47 is a cable of 19th March, 1951, in code. R48 
is a correction of an earlier cable.

Shown R49. This is a cable received by me addressed Zephyr 
from Hongkong. It is dated 21st March, 1951. There are some words 
which can be read. There are words like " us being buyer ". R49 is 
the same as A47 which I had produced earlier. Letter of 7th April 10 
(A56) refers to this cable. Shown R50. This is a cable I sent to 
Allenpih, Hongkong on 21st March 1951. A few words in this cable 
are in code. Shown R51. This is a cable I received from Hongkong 
on 22nd March, 1951. This is not in code. Shown R52. This is another 
cable I received from Hongkong on 22nd March, 1951. This is mostly 
in code. There are words in this cable which refers to the Neon Sign 
Factory. Shown R53. This is a cable I received from Hongkong on 
27th March, 1951. According to this cable the buyer's representative 
was coming to meet me in Bangkok. Shown R54. This is a cable I sent 
to the Hwa Shih Co. on 30th March, 1951. About the 20th of March, 20 
1951 the Income Tax Dept. was making enquiries from me. All the 
same I destroyed the cables I received from Hwa Shih Co. and 
copies of cables I sent to the Hwa Shih Co. because I was thinking 
of the American trouble.

Commissioner ; How was it going to help you in destroying 
these documents ? No answer.

Shown R55. This is a cable I received from Hongkong on 30th 
March, 1951, a few words are in code. Rest can be read.

There is a reference to divulging facts to the Manager of the 
Calcutta bank. Shown R56. This is a cable I sent to Allenpih, Hong- 30 
kong. That is the address at which I sent communications to Hwa 
Shih Co. Shown R57. This is a cable I sent on 1st February, 1951, to 
Allenpih, Hongkong, under the name A. W. Perera, 17, Fussel's 
Lane, Wellawatta. Shown R58. This is a cable I received on 7th 
February, 1951, from Hongkong at my address Chen c/o Zephyr. 
It is in code. There are words in it referring to a Cotton Mill; that 
was another business which I was thinking of starting. Shown R59. 
This is a copy of a cable I sent to Allenpih, Hongkong, under the 
name A. W. Perera, Fussel's Lane. It is in code. Shown R60. This 
is a cable I sent to Renfro on 9th February, 1951. Mr. Renfro was 40 
also entitled to commission for arranging the oil deal. By this cable 
I was trying to find out whether Renfro had collected his commission 
fully. Shown R61. This is another cable I sent to Renfro on the 
]3th of February, 1951. By that cable also I was trying to find out 
whether Renfro had collected his commission fully. Shown R62.
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This is a cable I received from Hongkong on 14th February, 1951. 
Part of it is in code. I cannot now state what the cable means. 
Shown R63. This is a cable I sent to Shuco on 10th February, 1951. 
There are a few words in code which I cannot now decode. The 
reference in this cable is to the Neon Sign Factory. Shown R64. 
This is a cable dated 16th February, 1951 which I received from 
Hongkong. A lot of it is in code. I am now not in touch with 
Mr. Renfro.

Adjourned hearing of Income Tax Appeal—25th October, 1952. 
10 The evidence of Mr. Einil Savundranayagam continued. 

Mr. Emil Savundranayagam
I produced a file of correspondence to Mr. Paulusz on 2nd May, 

1952.
There are nine cables in this file, namely: —

Cable dated 30th November, 1950 (R65); 
Cable dated 1st December, 1950 (R66); 
Cable dated 2nd December, 1950 (R67); 
Cable dated 16th December, 1950 (R68); 
Cable dated 16th December, 1950 (R69); 

20 Cable dated 16th December, 1950 (R70); 
Cable dated 16th December, 1950 (R71); 
Cable dated 31st December, 1950 (R72); 
Cable dated 15th January, 1951 (R73).

Besides these nine cables and the cables that were produced in 
evidence before, I have not produced any other cables.

I did not produce the cable marked R16. Whatever cables that 
were available have been produced. The cable marked R16 is not 
one which I gave Mr. Paulusz. As I have said before, a number of 
cables had been destroyed, so that whatever cables I had were 

3Q produced to Mr. Paulusz. They were destroyed because I did not 
want to keep them; they were destroyed because of the fact that this 
matter was involving international complication. A lot of stuff 
was also lost when I shifted from one house to another. The cable 
addressed CONFIDENTIAL—CYRIL GARDINER—REGAL 
THEATRE—COLOMBO—was sent to Mr. Cyril Gar diner as 
representative of the Eastern Enterprises Company. All the cables 
which were shown to me on the last occasion were cables which were 
obtained by Mr. Paulusz from some other source.

Among the cables marked R65 to R73 there is one cable dated 1st 
40 December, 1950. There is another cable dated 15th January, 1951, 

which is the latest cable, and marked R73,
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I have already answered why cables, like R16, were not preserved.
I deny that I deliberately withheld these cables from the Income 

Tax Department.
I equally deny that I am withholding the code from the Income 

Tax Department.
Mr. Renfro took away the code with him. He took this away some 

time in June, 1951, after my troubles with the Income Tax Depart 
ment began.

I deny that I have produced only the cables which support my 
case and have left out all the other cables. 10

Shown R74—This is my letter of appeal against the assessment.
Following on this letter of appeal, I did interview Mr. Paulusz 

on the 5th March, 1951.
Shown R75—These are the notes of that interview. (Notes of 

interview read).
These notes contain a lot of truth, half-truth and untruth; in 

fact, he has put in certain facts and not put in certain other facts. 
Some parts of it I do not even seem to understand-

Shown R76—This is the letter which I wrote to Mr. Paulusz on 
the 23rd August, 1951. 20

Shown R77—These are the notes of the interview I had with 
Mr. Paulusz on the 29th January, 1952, and which I signed in his 
presence. (Notes of interview read).

Asked to explain : "He said he got out of Hongkong as the 
Chinese were putting the pressure on. He only said that he found 
they probably cheated and ran away. He maintained that there was 
such a company, and that he had lost on the deal as he had lost his 
connections with the Chinese ".

This means that Mr. Renfro had only known the Company, S. M. 
P. P. They probably cheated and ran away. Subsequently, all the 30 
cables addressed to them could not be delivered. He gave me the 
name of the company. The cables were to the S. M. P. P. and 
could not be delivered. Probably, the S. M. P. P. cheated and ran 
away.

Mr. Duval mentioned that officials will have to be bribed in order 
to get past the Regulations, but this was not my business. I was 
contracting with the firm and they told me that they would have 
some trouble about getting the export licence; they would have to 
pay monies out to get the export licence. Anyway, that was their 
business and not mine. 40
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If I was prepared to give inducements when I had my 
own business at Tayor & Mackay, it was because this is a common 
practice in Ceylon.

Mr. Emil Savundranayagam to Commissioner 
It was not a common practice with me to give inducements.

Mr. Emil Savundranyagam
Shown R78—This is the copy of a letter which I wrote to 

Mr. Chari when I was at Taylor & Mackay (Letter read).
This letter was in connection with the supply of coal to Ceylon.

10 Lots of people want coal in Ceylon—The Gas Company, Eailway,
Ships, etc., etc. I was tendering to Government for the supply of
coal. The Gas Company also wanted coal. This letter is referring
to the tender to Government for the supply of coal.

Shown R79—This is a letter which I wrote to Mr. Mjoberg when 
I was at Taylor & Mackay (letter read).

Shown R80—This is a letter to Ericsson Telephone Co. (Letter 
read).

Shown R81—This is also a letter which I wrote to Ericsson Tele 
phone Co. dated 2nd May, 1951. (Letter read).

20 Shown R82—This is another letter which I wrote to Ericsson 
Telephone Co. on 28th July, 1950. In this letter I was trying to 
" buy " up Dickinson. (Parts of the letter in question read).

Shown R83—This is a statement which I made to Mr. Paulusz on 
the 17th March, 1952, and which I signed in his presence.

Shown R84—This is the copy of a letter which I wrote on 1st 
February, 1951, to the Central Bank (Exchange Control). (Copy of 
letter read).

Up to the 1st February, 1951, I had not disclosed to the Deputy 
Governor of the Central Bank the names of the parties to whom I 

30 was taking this money. When I was asked where this money came 
from I had jokingly said that I got it from gambling. We had a 
little chat and a laugh or two at the time when I said that I got 
this money from gambling.

Shown R85—This is the copy of a cable I tried to send to S.M.P.P 
on the 6th April.

Shown R86—This is the Postmaster's advice that the cables 
cannot be delivered to S.M.P.P.

Shown R87—This is to the Chief Telegraph Master asking him 
to deliver the same telegram by service advice to S.M.P.P.
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Shown R88—This is what I got back to say that the addressee was 
not known.

When the Hwa Shih Company entered into contract with me on 
the 23rd October, 1950, they named the S.M.P.P. as one of the 
Companies that might supply me with oil; in fact, Mr. Renfro, 
as agent on their behalf, mentioned it. I had subsequently found out 
that this Company, the S.M.P.P. is a non-existent Company. I 
had now found out that the cables could not be delivered. Mr. 
Paulusz told me that he had found out that this Company was not 
in existence. It would be better to ask Mr. Renfro how he was able 10 
to think of the name of this Company.

When the letter of credit was opened in Ceylon it was for 
$1,235,000 and against that I wanted an outgoing credit, antici 
pating a profit of about $330,000.

After I put through this deal in France I got only $169,000. 
This was very much less than what I had expected. As I have stated 
earlier, we had a price payable to S.M.P.P.

Shown A8—All my " copies " of letters are on letter heads. I did 
not take any other blank paper for making copies. 1 took various 
letter heads with me and in sending out the letter shown to me I 20 
may have used any letter head as the copy. There is no designation 
on the letter. I used my rubber stamp at the foot of the letter before 
signing it. The original letter was on an Eastern Enterprises Com 
pany letter head, but the copy was on some other letter head.

Shown A9—This letter is addressed to the Eastern Enterprises 
Company, because the letter head used was an Eastern Enterprises 
Company letter head and any other paper used was merely for the 
copy. In the case of the Eastern Enterprises Co., I have signed 
letters as " Agent and Attorney ".
"~ As regards the $235,000, the Bank handed it over to me. I was 30 
taking it to Singapore. The S.M.P.P. asked me to take the 
$235,000 and a portion of it was to be delivered to Mr. Duval in 
Singapore. He was the person whom I had negotiated with in 
France and England. I was asked to take this money to Singapore 
for various reasons. He told me that was how he wanted it. As 
to why Mr. Duval could not take it is a matter for him to answer.

To Commissioner: I did say that Mr. Duval was the man who got 
all these documents. He may have known this was a fraud. A sum 
of $185,000 was payable to him. I could also think of twenty- 
thousand reasons why, but I did not propose to investigate. It 40 
might be that he deliberately did it, so that I would not suspect 
there was anything wrong. I did not think it strange. I could think 
of several reasons; one reason would have been that he may have 
done this so that I had no reason to suspect anything was wrong-. 
The Bank checked on the documents for four days, and that would 
mean I had no reason to suspect anything wrong, too.
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Mr. Emil Savundranayagam : I deny that this is really my money. Exhibits. 

I deny that I was trying to double-cross my friends in Ceylon.

Of the sum of f235,000 (which is equivalent to about 
Rs. 1,108,000), Rs. 600,000 is in the Bank, and the balance 
Rs. 500,000 is with me. Only a small part of this had been invested 
by me—about 1^ lakhs. This investment is a part of the Rs. 300,000 
which I have given Mr. Abdeen. The date of this loan was 26th 
February, 1951. He has paid back this loan, a part of which has 
been reinvested. The Rs. 300,000 invested with Mr. Abdeen was a 

10 part of this Rs. 1,100,000, Rs. 600,000 is in the Bank and the balance 
Rs. 200,000 is with me.

I have no reason to repay either Mr. Duval or Mr. Tembros, 
because I have been advised by my legal advisers that the Hwa Shih 
Company have got a better claim.

Soon after I came back I dissolved the partnership and the limited 
liability companies went into liquidation, but there was some 
balance money left in the Bank in Zurich. I am not sure whether 
I informed the liquidator about this money which was left in the 
Bank in Zurich. I am afraid I cannot remember. We did not have 

20 the chance of providing this to the liquidator in the form of parti 
culars.

The Company went into liquidation on the 7th February, 1951. 
But on the 20th March, 1951, by the document marked A73, I did 
issue instructions to the Bank in Zurich to dispose of this money. 
I admit that this was at a time when I had no status in this matter ; 
I was not a Director on the 20th March, 1951. But I treated these 
instructions as issuing on behalf of the Eastern Enterprises Co.

I did state, some time back, that I had fear the ship might be 
torpedoed, I got this fear in London. I also did state that I wanted 

30 to meet the Captain of the ship to give him instructions in connec 
tion with the diversion of the ship.

I made enquiries at the Colombo Harbour in April and found 
out that they were not expecting such a ship. The ship should have 
been here in four weeks. I made enquiries in April because it was 
at this time that we first got suspicious that the oil deal was a fake. 
In fact, I wanted to give him instructions much later. I personally 
did not know as to whether the ship was torpedoed or not. I got 
information in London that this ship might be torpedoed and that 
some people had made arangements to torpedo this ship. I did not 

40 think it necessary to relay this information to China; it was not my 
business.

The cables sent in code were in this connection. Mr. Renfro re 
ferred to " Jute Bags " in this connection. A number of cables went
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up and down regarding this matter. I received a number of tele 
grams.

I was anxious that the goods reached them. Whether the mate 
rials reached its destination or not was not a paramount condition 
of business naturally but it was going to help me in future busi 
ness. They informed me later on about diverting the ship. It was 
during the period January to April. I think it was before the end 
of February. They had suggested that the ship be diverted in or 
about January; they wanted the ship directed to the mouth of the 
Canton River. I did not do anything because there was no way of 10 
getting in touch with the Captain of the ship. I told them it was 
safer to tell the Captain. It was left for anybody to contact the 
Captain here personally and not to issue directions to him by wire. 
Any intelligent man could have got hold of the Captain when he 
came here. I personally did not do anything about it because this 
matter was mixed up with international troubles. I did make a few 
phone calls in order to find whether the '' Saga '' had arrived, but 
there were no signs of the ship. It was not till April that I went 
to the Colombo Harbour and then found out that there was no such 
ship. -20

I did say, in my previous evidence, that the Manager of the Cal 
cutta Branch of the Bank of China, Mr. Shang Ho Pan, saw me 
personnaly. He saw me at the end of June, or early July, 1952. This 
was at a time when my Income Tax matters were being enquired 
into. I did not bring Mr. Shang Ho Pan to the Income Tax Office 
so that he could give evidence on my behalf. I was cabled by the 
Hwa Shih Company to divulge all the facts of the case to the 
Manager of the Calcutta Branch of the Bank of China, who came 
as the authorised representative of the Hwa Shih Company. I did 
not bring Mr. Shang Ho Pan before Mr. Paulusz for the purpose 30 
of making a statement because I was advised that Mr. Shang Ho 
Pan did not come into the picture.

Mr. Renfro was here in June, 1951. I did think of bringing Mr. 
Renfro to the Income Tax Office, but he refused to come.

Shown A2—This was a letter written and signed in Ceylon dated 
23rd October, 1950. On that date, the letter heads of the Hwa Shih 
Company were in Ceylon in the possession of Mr. Renfro. If some 
of these blank letter heads were kept back, I submit that some 
thing more than mere letter heads would be necessary to prove that 
all these letters of the Hwa Shih Co. could have been fabricated; 40 
a signature and typewriter would be necessary.

I deny that all these letters from the Hwa Shih Company claim 
ing these monies are fabrications.

(At this stage, Mr. L. Piyasena, closed his cross-examination of 
the Appellant.)
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Mr. Emil Savundranayagam to Commissioner : I came to know 
Mr. Duval in London in December, 1950. I reached London on the 
29th November, 1950. I had not heard prior to this time of the name 
of S.M.P.P. as being the possible shippers of oil. I left Ceylon on 
the 28th. As soon as I got to London I wrote to them. I got their 
reply probably on the 2nd or 3rd December. I cannot tell you the 
exact date on which Mr. Duval saw me; it was in the first week of 
December. All this happened before the 6th of December. I had no 
difficulty in persuading the S.M.P.P. to contract with me. One

10 should not be suspicious in regard to an oil deal. The contract 
entered into was in Switzerland. This was all done on the 6th 
December in Zurich. Mr. Duval met me in London, went back to 
France and met me again in Switzerland. We exchanged letters in 
Zurich. The production marked All is a reply to A10. It was 
agreed that a part of this sum was to be sent by T.T. to the persons 
already mentioned. These persons were the officials who were going 
to help them in the transaction. We agreed to pay a part of this 
sum (c.i.f. price) by telegraphic transfer to the official who was going 
to help. He mentioned that it was an official; I did not get the

20 name of the person. The other persons were also officials who were 
going to help. I believe the T.T. was sent by Mr. Duval, and it was 
referred to later on. The letter, which I produced marked A20, 
refers to it. We gave Mr. Duval the paying order against which he 
must have sent a part in T.T. and a part in cash. At the start 
I was going to send it. The amount was not specified.

Re-examined by Counsel, Mr. S. Nadesan
Mr. Emil Savundranayagam : In connection with the claim made 

by the Union Bank of Switzerland, I produced previously various 
letters from the Union Bank of Switzerland resting with letter 

30 dated 6th July, 1951, which I produced marked A80. I had also 
stated that subsequently there had been correspondence with the 
Union Bank of Switzerland in respect of certain information which 
had been called for on behalf of the Ceylon Government regarding 
these transactions. I now produce some of this correspondence.

I received a letter dated 16th October, 1951, from the Union Bank 
of Switzerland, which I produce marked A90. (Letter read).

This was followed up with a letter dated 13th March 1952 from 
the Union Bank of Switzerland, with enclosure, which I produce 
marked A91. I mark the enclosure A92. (Letter and enclosure there- 

40 to read).
Mr. Emil Savundaranayagam to Commissioner : The liability of 

the Bank in Zurich will depend on the terms of the letter of credit.
Mr. Emil Savundranayagam : Then in reply to this letter I wrote 

a letter dated 26th March, 1952, copy of which I produce marked 
A93. (Letter read).
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On the 1st July, 1952, I received a statement of accounts which 
I now produce marked A94. (Statement read).

On the 21st January, 1951, I interviewed the Deputy Governor 
of the Central Bank and I made a statement to him, which he took 
down. I made this statement after some conversation with him. 
When there, I referred to this sum of $ 235, 000. I stated that 
|235,000 was a part of the consideration in respect of this payment 
of $1,235,000; I also stated the circumstances under which I was 
carrying this sum of money. It is not correct to say I seriously 
told the Deputy Governor that I got this money from gambling. I 
have met Mr. N. U. Jayawardena previously. My remark about 
" gambling " was merely a joke. I now produce a copy of the state 
ment made to Mr. Jayawardena marked A95. This is a statement 
which I copied down; a statement which he wrote and I signed. 
It is a copy of the original which I made at that time. Mr. Jaya 
wardena did tell me that he will not allow this money to be taken 
across. When I asked him what was to happen, he told me to keep it 
and use it. " To keep it and use it " — those were the exact words he 
used and something more to the effect that it was a windfall and to 
use it myself. And then when the question of " windfall and using 
it " arose, he told me that it would be liable to Income Tax and 
even worked out the amount payable as Income Tax.

On the 21st January I did not know that the ship had not sailed.
I had stated previously that I passed resolutions to rescind the 

resolutions to voluntarily wind-up the Company. I now produce 
marked A96 and A97 copies of these resolutions.

Shortly after I came to England, I said that an American agent 
had told me that this ship would never be allowed to go. It is likely 
that this person may have been one " put on me " by the S.M.P.P., 
an American is not likely to communicate this fact to me.

After I arrived in Ceylon, I communicated with the Hwa Shih 
Company, and a number of telegrams in code passed between me 
and the Hwa Shih Company ; all these telegrams relating to the safe 
passage of this ship to China. At one stage I said that the Hwa 
Shih Company instructed me to contact the Captain. To contact 
the Captain the ship should have reached Colombo harbour. I made 
certain 'phone calls to find out if the " Saga " had come; it had not 
come. I thought that it was as a result of American intervention that 
the " Saga " had not come. After I received a notification from the 
Bank that the documents were not genuine, I went again to the 
Colombo Harbour. It was only thereafter that I looked up the 
Lloyds' Register and made these other discoveries.

I will not be able to contact Mr. Renfro now; I do not know his 
address. I have informed both the Hwa Shih Company and the 
Bank that I would make payment as soon as my Income Tax matters

20

40
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10

20

30

40

have been settled. In all these negotiations I have adopted the pend 
ing Income Tax enquiries as an excuse. In all the letters which I 
wrote earlier and all the correspondence with various people I acted 
on behalf of the Eastern Enterprises Company and not personally 
not in a personal capacity.

Eegarding the motor car which I asked Mr. Cyril Gardiner to 
purchase, I was coming down with my wife and children and did 
not intend to take them to Singapore and New York. I would have 
left them behind. They are used to travelling about in cars. I was 
leaving immediately after I arrived and there was a need for 
motor car in Colombo.

a

Mr. Emil Savundranayagam to Commissioner: I am advised that 
this money has to be paid.

I will only make payment when I have the whole lot of the money, 
I am now waiting to get the rest of the money, so that I can make 
the payments.

My objections to the payment of 5 lakhs now are that the Hwa 
Shih Company have not agreed to take part of the payment and, as 
a result of this, I am using this money as much as I can. Part pay 
ment can only result in greater difficulty.

In regard to the phone calls I put through, I rang up the Customs 
to find out the time and date of arrival of the " Saga ".

I did know the agents. Volkart Brothers are the Agents. This 
information is on the Bill of Lading. I believe I made some phone 
calls to them, but I am afraid I cannot remember.

I did not send the oil to China; it is impossible. It might have 
been sent, but not under this credit.

I deny that I have sent some other prohibited goods, like Arms, 
etc., and have not got to make payment now.

(At this stage, hearing of the Appeal was adjourned for 9.30 
a.m. on Wednesday, the 29th October, 1952).

Adjourned hearing of Income Tax Appeal.
Mr. Emil Savundranayagam—29th October, 1952.
Mr. Loganathan, Manager of the Bank of Ceylon (Foreign De 

partment) is called as a witness.
Mr. Loganathan : Shown A25—This is the advice of credit sent 

by the Bank of Ceylon on behalf of the Union Bank of Switzerland, 
Zurich.

Shown A26—This is the advice in respect of certain instructions 
which were sent by the Bank—T.T. in favour of Eastern Enter 
prises Company.
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I remember that, some time ago, the Regional Manager of the 
Bank of China in Calcutta, Mr. Pan and two assistants, visited 
Ceylon. I cannot remember when they came; it was some time this 
year—a few months back.

On that occasion he did have discussions with me on the question of 
this oil shipment to China.

The first thing I knew about this was when he mentioned it to me 
on the day he left Ceylon—at about 3 p.m. I had information about 
this credit. It was on that day I knew there was something wrong 
with the transaction. 10

He came mainly in connection with something else. He was con 
cerned with some rubber transaction. He mentioned the names of 
Mr. Cyril Gardiner and Mr. Emil Savundranayagam and said that 
they had done something1 dirty; that no oil was sent to China, and 
that some documents were forged. But I am not certain as to whether 
he mentioned the exact manner in which it was done. He said that 
a certain shipment of oil did not go and that certain documents were 
forged. He was not himself aware of the exact details of the 
transaction.

He wanted some particulars from me; he wanted my assistance in 20 
getting him further details about Mr. Savundranayagam and the 
other people involved, and he wanted to know whether I could 
introduce them to him. I did not want to enter into this deal and 
thought the matter out. I told him that if he could write officially 
to the Bank on behalf of the Bank of China and asked for the 
information, this would be treated as " confidential " and we would 
do our best. Then I went home—at about 4 30 p.m. I was a little 
worried whether my decision was correct as it looked as if something 
dirty had been done. I phoned Mr. Pan; his assistant, Mr. Lee, 
was there, and I asked him whether I had their permission to take 30 
the matter up with these two people. He said that immediately Mr. 
Pan came back my message would be delivered to him. Later on at 
8.30 p.m. Mr. Pan rang me up and told me that he had met these 
two people, Mr. Emil Savundranayagam and Mr. Cyril Gardiner 
and said that they are responsible persons; they had promised to 
make good a portion of tba sum lost, he asked me not to worry 
further about it. He came and met me at about 3.30 p.m. All this 
happened between 3.30 p.m. and 9 p.m. The next morning they 
left for Calcutta and I have not heard anything since then.

EXAMINED BY MR. L. PfYASENA

Mr. Loganathan : If a letter of credit is negotiated by pre 
senting forged documents if it is done in good faith—the Bank is 
not responsible. This is my opinion. Normally, it depends on the

40
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terms of the letter of credit. Most of these Chinese people had 
" different, different terms " to safeguard their interests. One clause 
i& the signature of the Master of the Vessel—the identical sig 
nature. Normally, we are concerned only with the documents; the 
Bank safeguards them by answering certain conditions. The liability 
of the Bank would depend on those terms. As far as the Bank is 
concerned, if they pay against incorrect documents, there is implied 
warranty on the part of the person giving the documents, and any 
one who pays the money does this in good faith, it is seldom that 

10 the Bank takes this course of action. One view is that if anyone 
presents documents which would appear to be a warranty, any per 
son who had paid the value for the documents has the right to go 
back on the party to get back all the money, if it has been done 
in bad faith. The Bank will have the right of recourse—if they 
have the legal right.

Apart from that, as regards the liability of the Bank in respect 
of forged documents, this will depend on the terms, but then, in the 
absence of any specified terms, the bank is not liable on any forged 
documents.

20 In regard to the documents which must be seen by the Bank per 
sonally, the following are necessary: Bill of Lading—it does not 
say who signs; Invoice—it is understood that the person who signs 
is the exporter. The terms specify that we should verify the sig 
nature.

Therefore, it is not possible for me to express any opinion as to 
whether, in the case of any particular Bank, there is liability or not.

(At this stage, the evidence of the witness, Mr. Loganathan con 
cluded) .

Mr. Emil Savundranayagam re-called.

30 Mr. Emil Savundranayam : I produce, marked A98, a copy ol 
the Minutes of Messrs. C. A. Gardiner Limited dated 4th April, 
1951.

(At this stage, further hearing of the Appeal was adjourned for 
9.30 a.m. on Thursday, the 30th October, 1952.)
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True Copy, 

Sgd. 

27.8.53,

Clerk to the Board of Review, 
Income Tax.
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Exhibits. XI

Determination Determination of Commissioner of Income Tax
of Commissioner 
of Income 
Tax. 
20.11.52.

Determination and Reasons under Section 71 (2} of the 
Income Tax Ordinance

Appeal of Mr. Emil Savundranayagam against an additional 
assessment of Income Tax for the year of assessment 1950/51, 
heard by the Commissioner of Income Tax on the 3rd, 4th, 25th, 
29th October and 4th November, 1952.

Present: 10

For the appellant:
Mr. Nadesan, Advocate, with Messrs. C. Ranganathan and 

N. Nadaraser, Advocates, instructed by Mr. ED. V. Earn 
Iswera, Proctor, for appellant.

Appellant—Mr. Emil Savundranayagam.

Supporting the assessment:
Mr. L. Piyasena, Acting Assistant Commissioner, Mr. A. L. 

J. de S. Wijeratne, Assistant Assessor.

Income assessed ... Us. 1,870,000
Tax payable ... ,, 1,191,760 20
Tax in dispute ... ,, 1,190,143

Witnesses:
Mr. Emil Savundranayagam, Mr. C. Loganathan, Manager, 

Foreign Dept., Bank of Ceylon.

Productions:
By the appellant:—

Al Letter dated 23.1.50 from Trans-World Enterprises Ltd.
to Hwa Shih Co., C./o Eenfro, G. 0. H. 

A2 Letter dated 23.10.50 from H. E. Renfro to Trans-World
Enterprises Ltd. 30 

A3 Letter dated 24.10.50 from Trans-World Enterprises
Ltd. to Hwa Shih Co., Tientsin. 

A4 Certificate of Business Registration of Eastern Enterprises
Co. (1.11.50).
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A5 Certificate of Business Eegistration of Eastern Enterprises Exhibits.
Co. (7.11.50). XI . —

A6 Power of attorney granted to Emil Savundranayagam by determination
T< . -r> , ™ r* •/ o •'of CommissionerEastern Enterprises Co. Of income 

A7 Telegram dated 25.11.50 from Hongkong to Tayrnak, lui.ss.
Colombo. —eontd.

AS Letter dated 30.11.50 from E. Savundranayagam to 
S. M. P. P., Marseilles.

A9 Letter dated 1.12.50 from S. M. P. P. to Eastern 
10 Enterprises Co.

A10 Letter dated 6.12.50 from E. Savundranayagam to 
S. M. P. P.

All Letter dated 6.12.50 from S. M. P. P. to E. Savundra 
nayagam.

A12 Letter dated 18.12.50 from 1-1 Savundranayagam to 
S.M. P P.

A13 Letter dated 28.12.50 from E. Savundranayagam to 
S. M. P. P.

A14 Letter dated 30.12.50 from S. M. P. P. to Eastern 
20 Enterprises Co.

A15 Letter dated 1.1.51 from E. Savundranayagam to 
S. M. P. P.

A16 Photostat copy of letter dated 2.1.51 from S. M. P. P. 
to Eastern Enterprises Co.

A17 Letter dated 6.1.51 from E. Savundranayagam to 
S.M. P P.

A18 Photostat copy of letter dated 6.1.51 from S. M. P. P. 
to Eastern Enterprises Co.

A19 Letter dated 8.1.51 from E. Savundranayagam to 
30 S. M. P. P.

A20 Letter dated 17.1.51 from S. M. P. P. to Eastern 
Enterprises Co.

A21 Letter dated 17.1.51 from E. Savundranayagam to 
S.M. P. P.

A22 Letter dated 26.1.51 from E. Savundranayagam to 
S.M. P P.

A23 Letter dated 18.2.51 from E. Savundranayagam to 
S.M. P.P.

A24 Letter dated 3.2.51 from S. M. P. P. to E. Savundra- 
40 nayagam.

A25 Advice dated 27.11.50 from Bank of Ceylon (Foreign 
Dept.) re opening of Credit at tin ion Bank, 

Switzerland.
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A26

A27
A28

A29 

A30 

A31 

A32 

A33 

A34 

A35 

A36 

A37 

A38

A39 
A40 
A41

A42

A43 
A44 
A45

A46 

A47

Advice dated 19.1.51 from Bank of Ceylon (Foreign 
Dept.) re remittance of $169,447.50 by Telegraphic 

Transfer.
Letter of credit dated 29.11.50.
Cable dated 28.11.50 from Eastern Enterprises Co. 

to Bank Union, Zurich.
Letter dated 28.11.50 from Eastern Enterprises Co. to 

Union Bank, Switzerland.
Letter dated 5.12.50 from Emil Savundranayagam to 

Union Bank, Switzerland. 10
Duplicate of letter dated 16.12.50 from Union Bank of 

Switzerland to Eastern Enterprises Co.
Original of letter dated 16.12.50 from Union Bank of. 

Switzerland to Eastern Enterprises Co.
Letter dated 28.12.50 from Union Bank of Switzerland 

to Eastern Enterprises Co.
Duplicate of letter dated 18.12.50 from Union Bank of 

Switzerland to Eastern Enterprises Co.
Duplicate of letter dated 22.12.50 from Union Bank of 

Switzerland to Eastern Enterprises Co. 20
Duplicate of letter dated 28.12.50 from Union Bank of 

Switzerland to Eastern Enterprises Co.
Note from Union Bank dated 17.1.51 to Eastern 

Enterprises Co. re payment of $235,000.
Affidavit signed by Agents and Representatives of the 

Svenska Ostasiatiska Companiet de Gothebourg, 
Sweden.

Lloyd's Survey Report dated 12.1.51. 
Bill of Lading dated 12.1.51.
Export Licence issued by French

S. M. P.P.
Authorities to 30

Certificate of Sailing dated 13.1.51 from the Officer of 
the Port of Marseilles.

Insurance Certificate (five sheets). 
Analyst Report re Oil.
Telegram dated 12.3.51 from Hongkong to Cyril 

Gardiner, C/o Regal.
Telegram (undated) to Allenpih, Hongkong (sender not 

specified).
Telegram dated 21.3.51 from Hongkong to Zephyr, 

Colombo.
40
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A48 Telegram dated 21.3.51 from E. Savundranayagam to
Allenpih, Hongkong. XL

A49 Telegram dated 30.3.51 from Tientsin to E. Savundra- '^~ati ,onn^J r-r ._ _, 1 or *- ojuiiiisbionnayagam, Zephyr, Colombo. of income
A50 Telegram dated 30.3.51 from E. Savnndranayagam to 20.11.52. 

Hwa Shih Co. * ~conld -
A51 Telegram dated 31.3.51 from Tientsin to E. Savundra 

nayagam.
A52 Telegram dated 2.4.51 from Tientsin to Zephyr, Colombo.

-[0 A53 Telegram dated 2.4.51 from E. Savundranayagam to 
Hwa Shih Co.

A54 Telegram dated 4.4.51 from Tientsin to Zephyr, Colombo.
A55 Telegram dated 5.4.51 from E. Savundranayagam to 

Hwa Shih Co.
A56 Letter dated 7.4.51 from Hwa Shih Co. to Messrs. 

Eastern Enterprises Co.
A57 Letter dated 25.4.51 from Eastern Enterprises Co. 

to Hwa Shih Co., Tientsin.
A58 Letter dated 10.5.51 from Department of Immigration 

20 and Emigration to E. Savundranayagam.
A59 Letter dated 14.5.51 from E. Savundranayagam to 

Controller of Immigration and Emigration.
AGO Letter dated 10.5.51 from Hwa Shih Co. to E. 

Savundranayagam.
A61 Letter dated 1.6.51 from E. Savundranayagam to

Hwa Shih Co., Tientsin. 
A62 Cable dated 18.6.51 from Hongkong to Zephyr, Colombo.
A63 Letter dated 18.6.51 frdm Hwa Shih Co. to Eastern 

Enterprises Co.
jiO A64 Letter dated 4.7.51 from Eastern Enterprises Co. to 

Hwa Shih Co., Tientsin.
A65 Letter dated 18.7.51 from Hwa Shih Co. to Eastern 

Enterprises Co.
A66 Letter dated 31.7.51 from Eastern Enterprises Co. 

to Hwa Shih Co., Tientsin.
- A67 Letter dated 15.9.51 from Hwa Shih Co. to Eastern 

Enterprises Co.
A68 Letter dated 2.10.51 from Eastern Enterprises Co. 

to Hwa Shih Co.
40 A60 Lelk'i- dated 25.10.51 from Eastern Enterprises Co. 

to Hwa Shih Co. *
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A70 Letter dated 10.11.51 from Hwa Shih Co. to Eastern
Enterprises Co. 

A71 Extract from Lloyd's Shipping Register for the year
1950/51.

A72 Letter dated 13.3.51 from Pierre Duval to E. Savundra-
nayagam. 

A73 Letter dated 28.3.51 from E. Savundranayagam to
Union Bank, Switzerland. 

A74 Letter dated 3.4.51 from Union Bank, Switzerland, to
Eastern Enterprises Co.

A75 Cable dated 9.4.51 from E. Savundranayagam to Bank
Union, Zurich. 

A76 Letter dated 9.4.51 from Eastern Enterprises Co. to
Union Bank, Switzerland. 

A77 Letter dated 27.4.51 from Union Bank, Switzerland, to
Eastern Enterprises Co. 

A78 Letter dated 23.5.51 from Union Bank, Switzerland, to
Eastern Enterprises Co. 

A79 Letter dated 23.5.51 from Eastern Enterprises Co.
to Union Bank, Switzerland. 

A80 Letter dated 6.7.51 from Union Bank, Switzerland, to
Eastern Enterprises Co.

A81 Letter dated 28.11.51 from Eastern Enterprises Co. to 
Hwa Shih Co., Tientsin.

A82 Letter dated 17.12.51 from Hwa Shih Co. to Eastern 
Enterprises Co.

A83 Letter dated 16.1.52 from Eastern Enterprises Co. 
to Hwa Shih Co.

A84 Letter dated 29.3.52 from Hwa Shih Co. to Eastern 
Enterprises Co.

A85 Letter dated 21.4.52 from E. Savundranavagam to Hwa 
Shih Co.

A86 Letter dated 14.5.52 from Hwa Shih Co. to Eastern 
Enterprises Co.

A87 Letter dated 15.7.52 from Hwa Shih Co. to Eastern 
Enterprises Co.

A88 Letter dated 21.8.52 from Eastern Enterprises Co. 
to Hwa Shih Co.

A89 Letter dated 15.8.51 from E. Savundranayagam to 
Union Bank, Switzerland.

A90 Letter dated 16.10.51 from Union Bank, Switzerland, to 
Eastern Enterprises Co.
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A91 Letter dated 13.3.52 from Union Bank, Switzerland, to Kxhibits - 
Eastern Enterprises Co. xi.

A92 Copy of letter dated 3.3.52 from C. E. P. Jayasuriya to ^o
Swiss Legation. of incom

TaxA93 Letter dated 26.3.52 from Eastern Enterprises Co. •20.11.52. 
to Union Bank, Switzerland. —cmtd.

A94 Letter dated 1.7.52 from Union Bank, Switzerland, 
to Eastern Enterprises Co.

A95 Copy of statement made to Deputy Governor of Central 
10 Bank on Thursday, 21.2.51.

A96 Notice of Resolution under Companies Ordinance (dated
28.2.52). 

A97 Notice of .Resolution under Companies Ordinance (dated
28.2.52). 

A98 Copy of Minute of Chittampalam Gardiner Ltd.

By Assistant Commissioner :—
Rl Minutes Book of Xrans-World Enterprises Ltd. and

Eastern Traders Ltd.
R2 Letter dated 28.11.51 from Emil Savundranayagam to 

20 the Assessor, Unite 1.
R3 Cable dated 16.12.50 from 8, Parsons Road (C. Gardiner)

to Savundranayagam. 
R4 Cable dated 20.12.50 from Cyril Gardiner to—

(1)j McGregor.
(2) Savundranayagam.

R5 Cable dated 22.12.50 from Cyril Gardiner to
Savundranayagam. 

R6 Cable dated 26.12.50 from Cyril Gardiner to
Savundranayagam.

30 R7 Cable dated 7.1.51 from Cyril Gardiner to 
Savundranayagam.

R8 Cable dated 8.1.51 from Cyril Gardiner to 
Savundranayagam.

R9 Cable dated 9.1.51 from Cyril Gardiner to 
Savundranayagam.

RIO Cable dated 12.1.51 from Emil to Zephyr, Colombo.
Rll Cable dated 11.1.51 from EmiJ to Mrs. Savaundra- 

n ay again.
R12 Cable dated 15.1.51 from Pusham Pet to Aloysius, 

4:0 Zephyr.
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R13 Cable dated 15.1.51 from C. Gardiner to Savundra- 
nayagam.

R14 Cable dated 16.1.51 from Emil to Mother Superior.
R15 Cable dated 16.1.51 from Zurich to Zephyr, Colombo.
E16 Cable dated 18.1.51 from Zurich to Cyril Gardiner.
R17 Cable dated 19.1.51 from C. Gardiner to Savundra- 

nay again.
R18 Cable dated 19.1.51 from Pushpam Pet to C. Gardiner. 
R19 Cable dated 22.1.51 from 8, Parsons Road (C. Gardiner)

to Shuco, Hongkong. 10
R20 Cable dated 22.1,51 from Hongkong to Zephyr, Colombo. 
R21 Cable dated 23.1.51 from Anandappa to Renfro.
R22 Cable dated 24.1.51 from A. W. Perera to Shuco, 

Hongkong.
R23 Cable dated,: 24.1.51 from C. Gardiner to Shuco, 

Hongkong.
R24 Cable dated 26.1.51 from Hongkong to C. Gardiner. 
R25 Cable dated 26.1.51 from Hongkong to C. Gardiner.
R26 Cable dated 26.1.51 from C. Gardiner to Shuco,

Hongkong. 20
R27 Cable dated 27.1.51 from f. Gardiner to Shuco, 

Hongkong.
R28 Cable dated 27.1.51 from Hongkong to C. Gardiner. 
R29 Cable dated 27.1.51 from Hongkong to C. Gardiner. 
R30 Cable dated 28.1.51 from Hongkong to C. Gardiner. 
R31 Cable dated 28.1.51 from Hongkong to C. Gardiner. 
R32 Cable dated 29.1.51 from Hongkong to C' Gardiner. 
R33 Cable dated 22.1.51 from Hongkong to C. Gardiner. 
R34 Cable dated 30.1.51 from Cyril Gardiner to Shuco, 

	Hongkong.
R35 Cable dated 30.1.51 from A. W. Perera to Shuco, 

Hongkong.
R36 Cable dated 31.1.51 from Hongkong to C 1 . Gardiner.
R37 Cable dated 31.1.51 from Hongkong to C. Gardiner.
R38 Cable dated 7.3.51 from Hongkong to C. Gardiner.
R39 Cable dated 7.3.51 from Hongkong to C. Gardiner.
R40 Cable dated 8.3.51 from Hongkong to C. Gardiner.
R41 Cable dated 10.3.51 from A. W. Perera to Allenpih, 

Hongkong.
R42 Cable dated 9.3.51 from Hongkong to C. Gardiner. 40

30
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R43 Cable dated 12.3.51 from E. Savundranayagam to Exbibits -
Eenfro. xi.

R44 Cable dated 12.3.51 from Hongkong to C. Gardiner. ^termination<-> D of Commissioner
E45 Cable dated 13.3.51 from E. Savundranayagam to °f income

Renfro. do. 11.5-2. 
R46 Cable dated 15.3.51 from Hongkong to Zephyr, Colombo. ~contd - 
R47 Cable dated 19.3.51 from Hongkong to Zephyr, Colombo.
R48 Cable dated 20,3.51 from Hongkong (with correction 

slip) to Zephyr, Colombo.
10 R49 Cable dated 21.3.51 from Hongkong to Zephyr, Colombo.

R50 Cable dated 21.3.51 from E. Savundranayagam to 
Allenpih, Hongkong.

R51 Cable dated 22.3.51 from Hongkong to Zephyr, Colombo. 
R52 Cable dated 22.3.51 from Hongkong to Zephyr, Colombo. 
R53 Cable dated 27.3.51 from Hongkong to Zephyr, Colombo. 
R54 Cable dated 30.3.51 from E. Savundranayagam to Hwa

Shih Co., Tientsin. 
R55 Cable dated 30.3.51 from Hongkong to Zephyr, Colombo.
R56 Cable dated 31.3.51 from E. Savundranayagam to 

20 Allenpih, Hongkong.
R57 Cable dated 1.2.51 from A. W. Perera to Allenpih, 

Hongkong.
R58 Cable dated 7.2.51 from Hongkong to Chen, C/o 

Zephyr.
R59 Cable dated 8.2.51 from A. W. Perera to Allenpih, 

Hongkong.
R60 Cable dated 9.2.51 from E. Savundranayagam to Renfro.
R61 Cable dated 13.2.51 from E. Savundranayagam to

Renfro.
30 R62 Cable dated 14.2.51 from Hongkong to Chen, C/o 

Zephyr.
R63 Cable dated 16.2.51 from E. Savundranayagam to 

Shuco, Hongkong.
R64 Cable dated 16.2.51 from Hongkong to Chen, C/o

Zephyr. 
R65 Cable dated 30.11.50 from C. Gardiner to Shuco,

Hongkong.
R66 Cable dated 1.12.50 from 8, Parsons Road to Shuco,

Hongkong. 
40 R67 Cable dated 2.12.50 from Hongkong to Zephyr, Colombo.

R68 Cable dated 16.12.50 from Hongkong to Zephyr, 
Colombo,
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R69 Cable dated 16.12.50 from Hongkong to Zephyr, 
Colombo.

E70 Cable dated 16.12.50 from 8, Parsons, Road, to Shuco, 
Hongkong.

R71 Cable dated 16.12.50 from C. Gardiner to 
Savundr anay agam.

R72 Cable dated 31.12.50 from Emil to Zephyr, Colombo.
R73 Cable dated 15.1.51 from Pusham Pet to Aloysius,

Zephyr. 
R74 Letter dated 2.3.51 from E. Savundranayagam to

Assistant Commissioner, Unit 3.
R75 Notes of interview dated 5.3.51 of Assessor, Unit 1 

(Mr. C. L. H. Paulusz) with Savundranayagam and 
Cyril Gardiner.

R76 Letter dated 23.8.51 from E. Savundranayagam to
Assessor, Unit 1. 

R77 Notes of interview dated 29.1.52 of Assessor, Unit 1
(Mr. C. L. H. Paulusz) with Savundranayagam
(signed by assessee). 

R78 Letter dated 2.8.50 from Savundranayagam to R. R.
Chari. 

R79 Letter dated 23.8.49 from Savundranayagam to Mjoberg
of Ericson Telephone Co. 

R80 Letter dated 27.8.49 from Savundranayagam to Mjoberg
of Ericson Telephone Co. 

R81 Letter dated '2.5.50 from Savundranayagam to Ericson
Telephone Sales Corporation.

R82 Letter dated 28.7.50 from Savundranayagam to Sexten
Skybeck. 

R83 Notes of interview dated 17.3.52 of Assessor, Unit 1, with
Savundranayagam. 

R84 Letter from Savundranayagam dated 1.2.51 to Deputy
Governor, Central Bank.

R85 Cable dated 6.4.51 from Savundranayagam to Medigasol,
Marseille. 

R86 Communication dated 7.4.51 from Chief Telegraph
Master that address on cable is not registered.

R87 Letter dated 9.4.51 from Savundranayagam to Chief 
Telegraph Master, Colombo.

R88 Communication dated 9.4.51 from Chief Telegraph 
Master that addressee is not known.

R89 Statement made by E. Savundranayagam on 26.1.51 to 
Deputy Governor. Central Bank. (Certified copy 

obtained from Secretary, Central Bank).
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Grounds of appeal.—That the estimate of income is excessive Exhibî  
(vide R74). XL

Facts.—(1) At the commencement of the hearing of this case 
when I suggested that it would be well to record any facts agreed of income- 
or, it was made clear by the Assessor that it was not possible for !!^\_5o 
him to accept any facts and that all facts on which the appellant 
relied on would have to be proved.

(2) The following facts may be taken to have been established: —
(a) The appellant, Mr. Emil Savundranayagam, was an 

10 employee—Manager of Messrs. Taylor & Mackay, Ltd.
(b) In October 1949 he floated a private company called the 

Trans-World Enterprises, Ltd. which had an issued capital of 
Rs. 100 (10 shares of Rs. 10 each) held as follows: —

Mr. E. Savundranayagam 4
Mrs. E. Savundranayagam -
Mr. Cyril Gardiner 4

10

All three shareholders and Mr. S. Sellamuttu (who was co-opted as 
a director and elected Chairman) were directors of this company. 

20 (c) In May 1950 the appellant floated the Eastern Traders, Ltd. 
with a capital of Rs. 1,000 (100 shares of Rs. 10 each). 93 shares 
were held by the Trans-World Enterprises, Ltd. and the directors 
of this company who each held a share were—-

Sir Chittampalam Gardiner (Chairman of the Board), 
Mr. Emil Savundranayagam, 
Mr. S. Sellamuttu, 
Mr. R. P. Senanayake, 
Mr. K. Mahendra, 
Mr. Cyril Gardiner, 

30 Mrs. Emil Savundranayagam.

(d) The firm called the Eastern Enterprises Company was 
registered on the 7th November, 1950, as a partnership of the two 
Limited Liability Companies—Trans-World Enterprises, Ltd. and 
Eastern Traders, Ltd. The business commenced on 27th October, 
1950 (vide A5).

(e) A letter of credit was opened at the Eastern Bank for
1,230,000 dollars in favour of the partnership—Eastern Enterprises
Company. Exchange Control refused to give then an outgoing credit
for 900,000 dollars, and the credit opened in the Eastern Bank was

40 cancelled.
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(/) Arrangements were later made to open a letter of credit in 
the Union Bank of Switzerland at Zurich and the appellant left 
for Zurich via London on the 28th November, 1950, in connection 
with a business deal between the partnership — Eastern Enterprises 
Company and the Hwa Shih Company. It was arranged that he 
would call on the Bank on the 4th December, 1950.

(g) In order to finance this enterprise the appellant arranged 
for the Trans- World Enterprises, Ltd. to borrow a sum of 
Rs. 20,000 from Messrs. Chittampalam A. Gar diner, Ltd. for a 
period of six months on the condition that if the enterprise was 
successful a sum of Rs. 200,000 would be paid to the lender as 
commission (vide page 3 of Bl). This commission was paid in 
addition to returning the principal with interest and Sir Chittam 
palam Gardiner himself was personally paid a sum of Rs. 60,000 
in view of this personal guarantee of the loan (vide A98).

(h) On the 17th January, 1951, the appellant transferred a sum 
of 169,477.50 dollars -by Telegraphic Transfer to the credit of 
the Trans- World Enterprises, Ltd. in their account with the Bank 
oc Ceylon (vide A26). These dollars when converted to rupees 
amounted to Rs. 804,875.62.

(1) The following day he sent the following telegram (R16) to 
Mr. Cyril Gardiner instructing him how the money was to be dis 
posed of: —

" Keep following information highly confidential especially 
from Ismail Carrim Nazin also members of family. Tell uncle 
also only what you think he should know and in any case tell 
him to keep everything extremely quiet. U.B.Z. today tele 
graphically transferred favour T.W.E. at B.O.C. 169,000 
dollars. You will have to complete certain exchange control 
forms before money is released and you must, repeat must, act 
fastest possible and complete transfers as outlined below. 
When filling forms remember that this amount is a commission, 
repeat commission, from E.E.C. on business done outside Ceylon 
and not a part share of profits. I want you to work at maximum 
speed and transfer the funds as follows. Don't ask questions 
just do the following. On clearing you will have about 7f lacs 
to T.W.E. credit. Immediately transfer T.W.E. 2 lacs my 
personal a/c Hongkong & Shanghai Bank Colombo, 2 lacs to 
uncle, one lac your personal account. This amount can increase 
after my return. 2 lacs to Eastern Bank T.W.E. account, 
leave remainder to T.W.E. credit B.O.C 1 . Will be preferable 
if you make all drawings in cash, repeat cash, from B.O.C. 
and credit cash, repeat cash, to accounts detailed above. Main 
principle you must bear in mind is remove as much from B.O.C 
as possible with least possible delay. Flying Rome Saturday. 
but don't cable or phone me until I advise you my ex'act move

20
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ments tomorrow. Also please buy me Humber Hawk from 
Rowlands and run in yourself as I returning next week, middle 
unfailingly. If Humber unavailable buy Vauxhall Wyvern for 
present. Expedite everything. God bless."

IJncle referred to is Sir Chittampalam Gardiner.
(;') Appellant returned to Colombo by plane on the 22nd January, 

1951. He had in his possession U. S. Currency notes to the value of 
235,000 dollars. These were seized and converted to local currency 
and credited to appellant's personal account at the Hongkong &

10 Shanghai Bank.
(k) Immediately after appellant's return the partnership business 

which, according to him " had been floated only for the specific' 
purpose of this adventure, was " dissolved and on steps taken by him 
both the Trans-World Enterprises, Ltd. and the Eastern Traders, 
Ltd. went into liquidation on the 7th February, 1951.

(I) On the basis of the information received an additional assess 
ment was raised on the appellant for the year of assessment 1950-51. 
The notice of additional assessment was issued on the 1st March, 
1051, on an estimated income of Es. 1,870,000, the tax amounting

20 to Rs. 1,191,760. This was appealed against by letter (R74) of the 
2nd March, 1951, and in connection with steps taken for the 
recovery of the tax the appellant agreed that a sum of Rs. 600,000 
lying to his credit in fixed deposit at the Bank of Ceylon would 
remain with the Bank pending settlement of this appeal.

(3) According to the appellant—
('i) He went to Burma as representative of both Messrs. Taylor & 

Mackay. Ltd. and the Trans-World Enterprises, Ltd. on business. 
While in Burma he made contact with a Chinese, Mr. P. C. Ling, 
and an American, Mr. Renfro, who suggested the possibility of his 

30 doing business with China in connection with petroleum products 
which were urgently required by the Chinese.

(&) Mr. Renfro arrived in Ceylon about August 1950 and started 
negotiations with appellant about obtaining oil for China. Towards 
the end of October the results of the negotiations were reduced to 
writing in the form of letters (Al, A2 and A3) exchanged between 
the appellant as representing the Eastern Enterprises Company 
?.nd Mr. Renfro representing the Hwa Shih Company whereby the 
appellant undertook to supply the Hwa Shih Company 45,000 
drums of lubricants for 1,230,000 dollars.

40 (c) A letter of credit was opened in the Union Bank of Switzer 
land at Zurich and the appellant left for Zurich via London on 
the 28th November, 1950, in connection with this business of finding 
a supplier of the lubricants and negotiating the letter of credit. 
Before leaving he had written to the Bank making an appointment 
for the 4th December, 1950.

(d) He reached London on the 29th November and immediately
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contacted the Societe Mediteranene De Products Petrolier, Mar 
seilles, the first of the probable suppliers suggested by the Chinese 
Firm (vide A2) by letter. Mr. Piere Duval, Director of this firm, 
met him in London almost immediately and agreed to do the busi 
ness. They next met in Zurich where the appellant had gone on the 
4th December, 1950, and the agreement is reduced to writing in the 
form of letters (vide All and A10) dated 6th December, 1950, ex 
changed between the appellant and Mr. Duval who undertook to 
ship the lubricants and to provide all the documents necessary to 
negotiate the letter of credit. Mr. Duval was given a copy of the 
letter of credit.

(e) The appellant returned to London to await developments. 
Becoming anxious he met Mr. Duval again in Paris early in January 
and on his return to London received a photostat copy of the Export 
Licence.

(/) Later he returned to Zurich where he mot Mr. Duval who 
gave him all the documents necessary for negotiating the letter of 
credit which he presented to the Bank for payment on the 14th 
January.

(g) Payment was received on the 17th January, 1951, on which 
date letters (vide A20 and A21) were again exchanged between the 
appellant and Mr. Duval confirming the completion of the contract 
and the manner of distribution of the proceeds. A sum of 235,000 
dollars was handed by Mr. Duval to appellant in currency notes to 
be paid by the appellant as follows : —

To Mr. Tembros at New York ... $ 50,000 
To Mr. Duval at Singapore ... $185,000.

This money was to be taken by the appellant by plane to New 
York and Singapore and handed in these places to the parties 
named.

(K) Appellant did not do this but flew to Colombo owing to the 
illness of his infant whom he had taken with him from Colombo. 
This money was held by him in trust for the parties named.

(i) The documents handed to appellant by Mr. Duval at Zurich 
in connection with the negotiation of the letter of credit were 
forgeries. No lubricants were shipped to China.

(j) It was not till April that he became aware that the lubricants 
vvhich the S.M.P.P. had undertaken to supply had not reached 
China and it was sometime later that he learnt that the documents 
on production of which the Bank had released the money due on 
the letter of credit were all forgeries.

Arguments for the appellant. —
This is money had and received by the apellant for the use of 

the Hwa Shih Co. and /or the Union Bank of Switzerland. On the 
evidence the oil was not in fact shipped and therefore the money is 
not income in the hands of appellant (1942) 2 All England Beport, 
p. 122.

10
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Character of the receipt at the time of the receipt determines Exbibits y_
the nature of the receipt for the purpose of Income-Tax—Morley xi.
vs. Tattersall, 3 All England Report 296 and 22 T.C., 51. Determination" or Commissioner

In any event these sums are monies of the partnership or that of f̂axlncorae 
the limited liability companies which formed the partnership. 20.11.5-.;.

. J ssessor't! arguments.—
The bringing in of the Limited Liability Companies was entirely 

artificial—Section 52 (2) is applicable.
Cable R16 of 18.1.51 definitely shows that appellant treated the 

10 proceeds of T.T. as his money and entirely within his control and 
disposal.

The sum of 234,712 dollars received by .appellant at Zurich from 
Mr. Duval as representative of S. M. P. P. was really paid over 
t-j him personally and not as alleged for repayment partly to Duval 
and partly to Tembros.

The question of profit from this source must be arrived at as 
follows: —

2() Proceeds of Telegraphic Transfer for SI 00.47 .. .. .. S04,S7">
Expenses allowed .. .. .. 41.210

763,665 
Allowed as due to Cyril Gardiner for his share . . . . . . 305,466

Balance . . 458,199
Proceeds of 8234,712 brought by plane by appellant on his person . . • • 1,108,934
In Bank at Zurich to credit of Eastern Enterprises Company . . . . 25,586

1,592,719 
Other income as shown in return . . . . . . . . 28,624

1,621,343

The income from these transactions of the appellant is assessed 
30 for 1950/51 on the current year basis as such transactions were 

begun and completed during that year of assessment, i.e., in terms 
of section 11 (3) and 11 (6) of the Income Tax Ordinance.

The claim for a deduction in respect of—

(1) Rs. 200,000 paid to Sir Chittampalam Gardiner, and
(2) Rs. 51,420 paid to Ismail

cannot be allowed as they are really bonuses in respect of loans 
which were repaid with interest—Arizona Copper Co. v. Smiles, 
3T. C., 149.



224

-Exhibits.

XI.
Determination

of Income
Tax.
20.11.52.
—rniitd.

Commissioners determination.—
I hold that the appellant Mr. Emil Savundranayagam is assess 

able on this income and dismiss the appeal subject to an adjustment 
that the assessable income is reduced from Rs. 1,870,000 to 
Rs. 1,621,343 as computed by the Assessor.

Reasons for the determination.—
There is difficulty in coming to a decision in this case owing to 

the fact that all possible evidence has not been given to the Assessor 
during the inquiries or placed before me at the hearing. The 
appellant when called upon by the Assessor to produce all corres- ]0 
pondenee and documents relevant to this transaction at the inquiries 
prior to the hearing of the appeal only produced such parts of the 
correspondence and documents as he felt suited his case. It is clear 
from the documents that the Assessor was able to secure from the 
postal authorities that material evidence which would have assisted 
me in arriving at the truth in connection with this transaction 
has been held back. Most of the copies of cables secured by the 
Assessor are in code and the appellant, although given every chance 
to do so, has not produced the code. I do not believe the appellant 
when he says that the code was returned by him to Mr. Renfro 20 
in .Tune, 1951, especially as according to his story he knew by this 
time at least that either Mr. Renfro and/or the Hwa Shih Co. had 
made use of him for some dishonest purpose of their own. At this 
time his troubles with the Income Tax Department were well on 
the way and he must have been well aware that the Department 
would want to know all the facts.

The appellant is no doubt withholding full facts from the Depart 
ment and one cannot but assume that these facts, if known, will 
not support his case. Every effort has been made to cloud the issue. 
The following extract' from RIO—cable of 12.1.51—is 30 
significant: —

" My idea avoid maximum responsibility possible. Also 
thoroughly complicate issue generally red herring any 
possible show down."

It is impossible to accept as true anything the appellant says and 
at even to accept at their face value what appears in most of the 
documents produced.

The one point on which there can be no doubt is that the appellant 
as a result of certain business transactions received—

(,7) a sum of 169,447.50 dollars which he remitted to Ceylon by 40 
Telegraphic Transfer;

(k] a sum of 235,000 dollars which he brought to Ceylon on his 
person in currency notes.
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That the first sum was received by him as his profits is Exhibits.
not seriously contested. In fact no effort was made to contest the £J; • ..J • n i • p i DeterminationAssessor s contention that the forming of a partnership 01 the two of commissioner
limited liability companies was merely to create an atmosphere of IncomeTax.which would enable him to gain the confidence of people he had 20.11.52. 
to deal with in connection with this business transaction. This is ~contd- 
ms'ie quite clear by the following extract from a letter (A30) 
written by the appellant to the Bank: —

We feel you will be interested in knowing something 
10 about our firm, whose partners are the well known Companies 

Eastern Traders, Ltd. and Trans-World Enterprises, Ltd. Our 
Chairman is Senator Gar diner, the well known Ceylon 
businessman and financier, Chairman of the " Gardiner 
Group " of Companies, the largest group of Companies in 
Ceylon with a capital of nearly six crores.

Mr. R. P. Senanayake is the son of Rt. Hon. D. S. Sena- 
nayake, the Prime Minister of the Dominion of Ceylon. Mr. 
S. Sellamuttu is a member of the Colombo Municipal Council, 
a well known solicitor and leading business man.

20 Our other Directors are also on the Board of various Com 
panies in Ceylon.

The two partners of our firm are at present holding major 
contracts for services and supply to the Governments of our 
own country and foreign Governments in our part of the 
world."

30

40

18

This conclusion, that the formation of the partnership is artificial 
or that the disposition is not in fact given effect to within the terms 
of Section 52 (2) of the Ordinance, is further strengthened by the 
fact that the appellant had full control of the whole sum and dis 
tributed or used part of it as he pleased (vide his telegram of 16th 
January, 1951-R16).

As regards the second sum, it is contended that it was held by 
the appellant for and on behalf of two persons and that it was 
never his profits.

The letter of 17th January, 1951 (A20) which is the basis for this 
claim has not been proved. Even if it had been proved what reliance 
could one place on any document which originates from an admitted 
forgerer and cheat;

It is difficult to believe that Duval who must have known that 
the fraud which he had perpetrated would be discovered at any 
moment would leave in the hands of the appellant 235,000 dollars, 
185,000 of which was to be handed to him later at Singapore?

Within 4 days of his arrival in Ceylon he decided to treat the 
money as his own and to deal with it as such after allowing for
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Exhibits. income tax (vide R89). The following sentence in this statement
Determination °^ ^s w^^ regard to the persons to whom the money was to be
of commissioner paid by him is significant: —
Tax nc°me '' They will both identify themselves to me when I arrive at 

those ports."20.11.52. 
—oontd.

He seems to have lost sight of the fact that one of the persons 
(Duval) was already well known to him. He did in fact invest 
part of this money in February, 1951.

I have no hesitation in holding that this money was really the 
appellant's and that he armed himself with the documents (A20 10 
and A21) to ensure that he would not be called upon by those in 
Ceylon who had helped him in the transaction, either by lending 
their money and names or otherwise, to pay out to them any part 
of it and as evidence against any claim by the Department to tax 
him on this part of his profits from these transactions. It is also 
possible that as in the case of the remittance by telegraphic transfer 
he wanted to avoid embarrasment that may arise from requests 
for loans by his uncle Sir Chittampalam A. Gardiner whom he 
said he would not be able to refuse.

In the circumstances the Assessor was quite right in issuing 20 
the additional assessment treating both these sums as the income 
of the appellant. The burden of showing that he has been wrongly 
assessed on these sums is on him.

-Appellant's original ground of appeal was that the assessment 
was excessive. The question of the amount of the assessment was 
not contested by Counsel at the hearing but it was strongly urged 
by him that no liability at all arises in respect of the monies received 
by the appellant on this transaction as the lubricants had in fact 
not been shipped and that the monies had been drawn on a set of 
forged documents. As a result the money in the hands of the 30 
appellant is money had and received on behalf of the Hwa Shih 
Co. and therefore not liable to tax in the hands of the appellant. 
In support of this he urged that the evidence of a demand by the 
Hwa Shih Co. should be accepted as proof of the appellant's 
liability to refund all the monies received by him.

As regards the contention that in law the money was not in fact 
the appellant's in that the consideration had wholly failed and 
that the appellant was bound to pay the money to the Hwa Shih 
Co., reliance was placed on the decision of the Privy Council in 
the case of Fibrosa v. Fairbairn Etc. Ltd., reported in 2 All Eng- ^Q 
land Eeports (1942) at page 122 and on the case of Morley v. Messrs. 
Tattersall, 22 T. C., 51. In both those cases the facts were admitted. 
It is not possible for me to apply those decisions to this case as 
the facts have not been proved. For me to hold that there has been 
frustration of contract the contract itself must be proved and I 
ja-ust ''know definitely what the contract was,
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The mere production of a letter purporting to be signed by one 
Renfro on behalf of the Hwa Shih Co. is not sufficient to prove 
the contract. It is alleged that the Hwa Shih Co. was pressing 
for payment and that they were being put off owing to the demands 
for Income Tax and the fact that part of the money was being 
held up in the Bank pending a decision in this Income Tax appeal. 
If that is so, nothing would have been easier than for the appellant 
to get the Company to send a representative who would be able to 
give evidence to prove the contract and to support the claim they 

10 are said to be making for this money.
A number of letters purporting to come from the Union Bank 

of Switzerland has been put in evidence to show that the Bank 
has been pressing the appellant for payment not only of the monies 
retained by him but all the monies paid out on the letter of credit.

These letters are subject to the same defect as the letters from the 
Hwa Shih Co. They have not been proved.

In law it would appear that the Hwa Shih Co. has no claim 
against the Bank in respect of the erroneous payment on docu 
ments which appeared to be genuine and which were accepted in 

20 good faith. These letters from the Bank, however, do not establish 
the fact that the Hwa Shih Co. has in fact any valid claim against 
the appellant.

That the appellant himself does not regard the claim as a valid 
one against him is shown by the fact that although he had available 
al least Rs. 500,000 out of the 235,000 dollars no payment what 
ever has yet been made to the Hwa Shih Co. The excuse that he 
is awaiting the result of this appeal to make payment is very 
feeble and supports the Assessor's contention that the appellant 
will not make payment.

30 Similarly the failure of the Hwa Shih Co. and the Bank to 
take more definite steps by way of legal action to establish their 
claim to this large sum of money, although nearly two years have 
elapsed since the money was drawn out of the Union Bank, makes 
it difficult to accept that they have any legal claim.

Some reliance was placed on a visit to Ceylon by Mr. Pan, the 
Regional Manager of the Bank of China in Calcutta, but all that 
the evidence of Mr. Loganathan shows is that almost at the end 
of a business stay in Colombo Mr. Pan made some inquiries regard 
ing tho appellant about whose connection with some shady transac- 

40 ticn he had evidently heard
On the facts as proved before me I must hold that the legal 

title to the money in question is in the appellant.
There is another aspect of the matter which may be referred to. 

Although for Income Tax purposes, in terms of Section 52 (2) the 
profits from these transactions have been properly taxed on the

Exhibits.
XI.
Determination 
of Commissioner 
of Income 
Tax. 
20.11.52. 
—contd.
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of Income 
Tax. 
20.11.5-'. 
—contd.

Exhibits. appellant, the claim (if any) that the Hwa Shih Co. may have 
*\ . must necessarily be against the Eastern Enterprises Company. 
of^ommLToncr Although this partnership has been dissolved such claim may exist 

against the partners, who in this case are two limited liability 
companies with negligible capital and which have already gone 
into liquidation. There is no evidence that any claim was made 
on the liquidator.

In the circumstances the Hwa Shih Co. will not be able to get 
the money out of the hands of the appellant. That he will not pay 
voluntarily is clear from the fact that he has yet made no payment 
whatever.

Jn the circumstances of this case the question may arise whether 
the appellant was not in fact a party to the fraud of which he 
says he was innocent. A specific finding on this point is not neces 
sary for the purpose of this case, but it may be well to point out 
that—

'' The Crown in its capacity as revenue-gatherer is concerned 
with the results derived from trading or other income produc 
ing operations, rather than with the question whether the 
operations are legal or not. The recipient of income cannot 
successfully plead that, because he has gained his income by 
unlawful means, it is therefore not income for the purposes 
of income tax "—The Principles of Income Tax by Hanna & 
Farnsworth, page 175.

C. A. SPELDEWINDE, 
Commissioner of Income Tax. 

Colombo, November 20, 1952.

10

z.
Evidence 
before Board 
of Kevicw.

Evidence before Board of Review 
BOARD OF REVIEW
Record of Proceedings

in the Appeal of Mr. Emil Savundranayagam, 
26th March, 1953

Mr. Weerasooriya recalls.
Mr. Emil Savundranayagam sworn.
Mr. Weerasooriya : Mr. Savundranayagam, the Assessor 

marked last time when you gave evidence before the Commissioner 
a number of cables which had not been decoded. Since the hearing 
you have obtained the code book which was marked on the last day,

30
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You have decoded the cables marked R20, R21, E22, R23, R24, 
R25, R26, R27, R28, R29, R30, R31, R32, R35, R36, R37, R38, 
R39, R40, R42, R46, R47, R51, R52, R58, R59 and R62. These 
were the documents that had not been decoded at the time of the 
inquiry. We will mark these documents as R20A, etc., so that in 
each document there will be A as the suffix, as the documents were 
produced by the respondents and the explanation given by 
the plaintiff.

Mr. Piyasena : Mr. Savundranayagam will you read R20A. 
10 (Mr. Savundranayagam reads it) 

Who sent that cable? 
Mr. Savundranayagam : Renfro.
Mr. Piyasena : Towards the end of that cable it says " Please 

cable immediately " Saga " port of shipment......" By this time
Hongkong knew the goods were coming by the " Saga ".

Mr. Savundranayagam : They knew. 
Mr. Piyasena : How did they know?
Mr. Savundranayagam : I don't know. They may have known 

through the Bank.
20 Mr. Piyasena : How could they have come to know that from the 

Bank?
Mr. Savundranayagam : When the credit was negotiated they 

knew it was the " Saga ".
Mr. Piyasena : Now will you read R21A.

(Mr. Savundranayagam reads it)
What is the date of that cable ?
Mr. Savundranayagam : 23rd January, 1951.
Mr. Piyasena : Who sent that cable?
Mr. Savundranayagam : This was sent by one of the clerks at 

30 the Regal Theatre.
Mr. Piyasena : Why do you get clerks to send cables?
Mr. Savundranayagam : Perhaps I did not go there that day.
Mr. Piyasena : What are jute bags?
Mr. Savundranayagam : We just referred to the deal as jute 

bags. It was agreed between Renfro and myself that we would 
refer to this as jute bags.

Exhibits.
Z.
Evidence 
before Board 
of Eeview. 
—contd.
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EX ibits. piyasena . Why this anxiety to send this information
Evidence before to Renfro Only? 
Board of Review
— contd. Mr. Savundranayagam : Because Eenfro had been instrumental 

in my making money and he was well disposed towards me.
Mr. Piyasena : So you were thinking of sending some informa 

tion which would not reach the Hongkong Office.
Mr. Savundranayagam : I was sending some information which 

I wanted Renfro to see.
Mr. Piyasena — and not the Hwa Shih Company.
Mr. Savundranayagam : If he showed it to them I was 10 

not concerned.
Mr. Piyasena : Please read R22A.

(Mr. Savundranayagam reads it)

Who sent that ?
Mr. Savundranayagam : I sent it.
Mr. Piyasena : Who has sent that (showing R22). This one has 

been sent by A. W. Perera, Fussel's Lane, Wellawalta. The 
numbering seems to be wrong.

Mr. Nadesan: This is marked R23. Then our marking is 
wrong. 20

Chairman : Have you got cable dated 24.1.51 ?
Mr. Nadesan : So the marking should be R23 and the other one 

R22.
Mr. Piyasena : R23A is read. We will have to start like this. 

Now who sent that cable ?
Mr. Savundranayagam : I sent that cable.
Mr. Piyasena : If you look at it you will find that it is signed by 

Cyril Gardiner.
Mr. Savundranayagam : When I said that I sent it, it probably 

originated from me. This is addressed to Shu Kow, Hongkong. 30 
It is a cable address given to me by Renfro.

Mr. Piyasena : What is the significance of that cable ?
Mr. Savundranayagam : I asked about Renfro 's personal 

commmission on this deal.
Mr. Piyasena : Why are you becoming anxious about Renfro's 

share \
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Mr. Savundranayagam : I made money because of Renfro and I Exhibits. 
was anxious that he got his share. Evidence before

Mr. Piyasena : You thought of cabling because a few days' delay Eeview 
might affect this?

Mr. Savundranayagam : I did not think that a couple of, days' 
delay would affect it but I was anxious.

Mr Piyasena • Will you read R22A.

(Mr. Savundranayagam reads it)

Who sent that cable?
10 Mr. Savundranayagam : I originated that cable and it was sent 

by A. W Perera of 17 Fussel's Lane.
Mr. Piyasena : Who is this A. W. Perera?
Mr. Savundranayagam. : There is nobody by that name so far as 

I know.
Mr. Piyasena : There is no Fussel's Lane either? 
Mr. Savundranayagam : Yes.
Mr. Piyasena : Thisi says, "This cable (indirectly avoids link 

. . . . " What does that mean?
Mr. Savundranayagam : This cable avoids link to me.

20 Mr. Piyasena : Now you say "If absolutely necessary cable as 
yours of 22nd January".

Mr. Savundranayagam : I believe it must be R20. 
Mr. 'Piyasena : That brings you into it.
Mr. Savundranayagam : May I see R20. There has been an 

R33 also of the same date.
Mr. Piyasena : That is you did not mind cables coming to Ceylon 

Theatres — Cyril Gardiner ?
Mr. Savundranayagam : Right.
Mr. Piyasena : But if cables did come you would have got linked 

30 up.
Mr. Savundranayagam : I would have got linked up.
Mr. Piyasena : You say " American Secret Service doing fan 

tastic unbelievable things . . . . " What does that mean?
Mr. Savundranayagam : When I was in England I was inter 

viewed by an American Agent of the Secret Service. He gave me
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Exhibits. some information linked up with this cable. Now I am inclined to 
Evidence before tni.nk that the Secret Agent was a person put on by the French
Board of Eeview Company. 
—contd..

Mr. Piyasena : You did not think of it at that time 1
Mr. Savundranayagam : I did not think of it at that time.
Chairman : What are these "fantastic unbelievable things"?
Mr. Savundranayagam : That is with regard to these accidental 

gun shots.
Mr. Piyasena : You say that it may have been the French people 

who put this man. 10
Mr. Swmndranayagam : May be.
Mr Piyasena : Now you say "Suppliers active partner seriously 

hurt".
Mr. Savundranayagam : I do not know who the active partner 

is. The suppliers are S. M. P. P.
Mr. Piyasena : Did you check up whether the active person was 

here?
Mr. Savundranayagam : I did not do anything. I was worried 

about my own skin.
Mr. Piyasena: What was the diplomatic immunity you refer 20 

to?
Mr. Savundranayagam : I travelled on my return with 

Mr. Nehru up to Bombay and with Mr. D. S. Senanayake 
to Colombo. I could not put it that way, so I put it this way.

Mr. Piyasena : In this you offer Renfro protection if he comes to 
Ceylon.

Mr. Savundranayagam : Yes.

Mr. Piyasena : How are you going to protect Renfro here?

Mr. Savundranayagam : Ceylon is a law-abiding country.

Chairman : I did not hear fully what you said. 30

Mr. Savundranayagam : I said Ceylon is a law-abiding country.

Chairman : I think Ceylon is the most criminal country in the 
world. You say "ship will never reach destination". How did you 
know that ?

Mr. Savundranayagam : That was the information passed by the 
Secret Agent.
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Mr. Piyasena : Read E24 please. Exhibits. 
Mr. Savundranayaqam : I think there is a slight mistake in R24. Evidence before

/~i i- , i A mi • i -ii i Board of ReviewCan I see that. There is one word omitted. ~rnnid. 
Chairman : Who sent that?
Mr. Savundranayagam : That is also probably sent by Renfro. 
Chairman : At the end of it it is not said who sent it. 
Mr. Nadesan : They never do that. 
Mr. Piyasena : Will you please read it?

(Mr. Savundranayagam reads it)

10 Who sent that ?
Mr. Savundranayagam : Renfro probably.
Mr. Piyasena : He was asking you whether documents were fake ?
Mr. Savundranayagam : He was asking me whether documents 

were fake. That is all I know.
Mr. Piyasena : He was asking for information which he will not 

divulge ?
Mr. Savundranayagam : Which he would keep confidential—yes. 
Mr. Piyasena : Read R25A.

(Mr. Savundranayagam reads it)

20 They asked you to divert ship to South China. What was your 
reply ?

Mr. Savundranayagam : I told them I would pass this informa 
tion to the captain when the ship came here.

Mr. Piyasena : Read R24A. Did you send a reply to that? 
Mr. Savundranayagam : R26 is a reply to R24.
Mr. Piyasena : They are offering you half hundred thousand as 

cash bonus for sharing between you and the ship's Captain.
Mr. Savundranayagam : That is if the ship arrived. 
Mr. Piyasena : What did you do about it?

30 Mr. Savundranayagam : I could not do anything about it. 
Mr. Piyasena : Will you read R26A.
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(Mr. Savundranayagam reads it) 
Evidence befora Who sent that cable Mr. Savundranayagam?
Board of Beview '
—contd. Mr Savundranayagam : I sent that cable. I originated that 

cable.
Mr. Piyasena : You say there " ship sailed port authority 

confirmation ".
Mr. Savundranayagam : I said there that the ship sailed in view 

of the port of authority confirmation.
Mr. Piyasena : What is " mutilated " in R28?
Mr. Savundranayagam : I made a mistake. I tried to decode it 10 

but could not.
Mr. Piyasena : What is the correct version of R28?
Mr. Savundranayagam : It is quite correct. I had misunderstood 

2580 and they had explained it.
Mr. Piyasena : That means that they wanted you to send a cable 

in certain terms?
Mr. Savundranayagam : Right.
Mr. Piyasena : That is for somebody there to recover some money.
Mr. Savundranayagam : That is for them to get their 

commission. 20
Mr. Piyasena : Will you read R29.

(Mr. Savundranayagam reads it)

Did you send this air mail report?
Mr. Savundranayagam : No.
Mr. Piyasena : Where are the instructions about 1,000 drums?
Mr. Savundranayagam : They are part of verbal instructions 

which Renfro gave me when he was here.
Mr. Piyasena : Why were they wanting these 1,000 drums 

separately ?
Mr. Savundranayagam : I don't know. That was their 30 

arrangement.
Mr. Piyasena .-It is nowhere in the Bank's letter of credit. 
Mr. Savundranayagam : No.
Mr. Piyasena : The Bank's letter of credit was amended several 

times but no amendment was made in this connection.
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Mr. Savundranayagam : No. Exhibits. 
Mr. Piyasena : What were these drums going to take? Evidence
Mr. Savundranayagam : A representative collection from all Ofe Eevi 

kinds. -contd -
Mr. Piyasena : Will you read R30. We have done that. Kindly 

read R31.
(Mr. Savundranayagam reads it)

Who sent that cable?
Mr. Savundranayagam : It is from the Hongkong Office 

10 probably.
Chairman : Not Renfro?
Mr. Savundranayagam : From the contents it would appear to be 

the office.
Mr. Piyasena : There again you are asked to make arrangements 

to divert this ship and also offer reward.
Mr. Savundranayagam : Yes. 
Mr. Piyasena : Please read R3'2.

(Mr. Savundranayagam reads it)
Who sent that?

20 Mr. Savundranayagam : Sounds like Renfro. 
Mr. Piyasena : Read R35A.

(Mr. SavundranayagsVm reads it) 
Who sent that ?
Mr. Savundranayagam : Mr. A. W. Perera. 
Mr. Piyasena : Did you send that air mail report? 
Mr. Savundranayagam : No.
Mr. Piyasena : This is the second air mail report you did not 

send?
Mr. Savundranayagam : No. Last time it was they who told me. 

30 Mr. Piyasena : What is the reference to five Russian ships.
Mr. Savundranayagam : There was a news paragraph in the 

" Daily News " that five Russian ships disappeared.
Mr. Piyasena : You were expecting the ship about the 4th 

February?
Mr. Savundranayagam : Yes. 
Mr. Piyasena : Read R36.

(Mr. Savundranayagam reads it)
Now I think the cables are not in chronological order. Will you 

read R37A.
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(Mr. Savundranayagam reads it) 
Who sent that cable ? 
Mr. Savundranayagam : Which one' 
Mr. Piyasena : R37A.
Mr. Savundranayagam : It would appear to be Renfro. 
Mr. Piyasena : Please read R58.

(Mr. Savundranayagam reads it)
Who sent that?
Mr. Savundranayagam : It has been sent by Renfro.
Chairman : Who is Chen? 10
Mr. Savundranayagam : Another fictitious Chinaman.
Mr. Piyasena : Read R59.

(Mr. Savundranayagam reads it)
That was sent by A. W. Perera.
Mr. Savundranayagam : Yes.
Mr. Piyasena : What does " all O. K." there mean?
Mr. Savundranayagam : In their R37 they had asked me to cable 

my confirmation that I had contacted the ship's Captain.
Mr. Piyasena : The implication there is that you had met the 

Captain. 20
Chairman : This gives the impression that you had contacted the 

Captain. There is no doubt in imy mind about it.
Mr. Piyasena : All these things imply that you had discussed 

these things with the Captain.
Mr. Sammdranayagam : They seemed to have got that impres 

sion. I have cleared that afterwards.
Mr. Piyasena : That is how they also understood. 
Mr. Savundranayagam : Yes I have cleared that later.
Mr. Piyasena : The impression anyone reading R59A will get is 

that you had met the Captain, and that you had made all the 30 
arrangements.

Mr. Savundranayagam : That is not what I mean.
Mr. Piyasena : What is it that you intend?
Mr. Savundranayagam : That everything was alright.
Chairman : That is the ship is still afloat and not yet torpedoed.
Mr. Savundranayagam : That is right. The ship has not been 

torpedoed yet.
Mr. Piyasena : Read R82.

(Mr. Savundranayagajm reads it)
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It says ' Continue to send written matter . . . . That means
that written matter has already gone. Evidence

Chairman—" continue " is important because it shows there 1'ei°Je Board
i i: •.: ,, i r- L of Eeviexv.has been written matter before. —conta.

Mr. Nadesan : That does not mean that there were no communi 
cations. So in a cable you say " continue " to send only written 
matter.

Chairman : " Let the matter die . . . . " What does that 
mean ?

10 Mr. Savundranayagam : He got his 40 per cent, which is his 
commission and he is not concerned what happened thereafter.

Mr. Piyasena : We will go back to R38. Will you read it.
(Mr. Savundranayagam reads it) 

Who sent that cable?
Mr. Savundranayagam : That is from Hongkong. Probably from 

the office
Mr. Piyasena : You have already informed them that the ship 

was coming with the 10,000 tons.
Mr. Savundranayagam : That was my estimate.

20 Mr. Piyasena : How did the buyer come to know that the owner 
of the ship is in Sweden.

Mr Savundranayagam : From the Bill of Lading.
Mr. Piyasena : According to A49 the documents reached 

Tientsin only in March.
Mr. Savundranayagam : It does not say just received. It says 

they received.
Mr. Piyasena : Did you telegraph Sweden.
Mr. Savundranayagam : No.
Mr. Piyasena : Why? 

30 Mr. Savundranayagam : It was not my business.
I//1 . Piyasena : Why, you were supplying the oil?
Mr. Savundranayagam : Our contract was over.
Mr. Piyasena : Read R42.

(Mr. Savundranayagam reads it)
Who sent that?
Mr. Savundranayagam : Sounds like Renfro again.
Mr. Piyasena : Who is the buyer he is referring to?
Mr. Savundranayagam : Hwa Shih Company.
Mr. Piyasena : Please read R51. 

40 (Mr. Savundranayagam reads it)



238
Exhibits. 
Z.
Evidence 
before Board 
of Eeview. 
—contd.

What happened to this Neon Sign business ?
Mr. Savundranayagam : We could not get it from Hongkong. WTe 

have set it up from England.
Mr. Piyasena : Read R52.

(Mr. Savundranayagalm reads it) 
From whom did that come ?
Mr. Satmndranayagam : That has come from the office 

obviously.
Mr. Piyasena : They are denying the contract.
Mr. Savundranayagam : They mean the contract signed by both 

parties; whereas we mean the exchange of letters.
Mr. Piyasena : In some of these cables you refer to American 

action and the international situation. What is the action or thing 
you anticipate.

Mr. Savundranayagam : What I have already said. It was at 
that time more intensive than now. That is the international 
situation. There is not a word about American in that.

Mr. Piyasena : You destroyed some of the documents like R16? 
Mr. Savundranayagam : That was a cable that I had sent.
Chairman : You could have given these documents for safe 

keeping to a Bank.
Mr. Piyasena : In your evidence before the Commissioner on the 

25th October, 1952, you said this: " I made inquiries at" the 
Colombo harbour in April and found out that they were not expect 
ing such a ship. The ship should have been here in 4 weeks time, 
etc. . . . . " That is your evidence.

Mr. Savundranayagam : What page is that"?
Mr. Piyasena : Page 38. In this cable R. 59A you were telling 

Hongkong that everything was O.K. and that you were making 
inquiries.

Mr. Savundranayagam : I never said anything about inquiries.
Chairman : At that time everything was not O.K. so why did 

you say O.K.]
Mr. Nadesan : Probably for Renfro to get his money.
Mr. Piyasena : I want to ask Mr. Savundranayagam sqme ques 

tions regarding some documents which he produced at a later stage 
before the Commissioner. I did not have time to study them before.

Mr. Nadesan : I would object to that. If he did not have time 
to study them he should have asked for a date for examining the 
documents.

20

30

40
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Mr. Piyasena : I am referring to A96 and A97.
Mr. Nadesan : These things I would not mind.
Mr. Piyasena : Mr. Savundranayagam about 9th April 1951, 

Mr. Satchithananda ceased to be a liquidator of these two 
companies.

Mr. Savundranayagam : Yes.
Mr. Piyasena : This is a certified copy of the Eegistrar of Com 

panies' letter of 8.4.52 addressed to the Director of Transworld 
Enterprises Ltd.

Mr. Savundranayagam : Yes (marked R90).
30 Mr. Piyasena : This is a certified copy of the Registrar of Com 

panies' letter of 8.4.52 addressed to the Liquidator of Transworld 
Enterprises Ltd.

Mr. Savundranayagam : Yes (marked R91).
Mr. Piyasena : This is a certified copy of a letter dated 17.4.52 

from the Transworld Enterprises Ltd. to the Registrar of 
Companies.

Mr. Savundranayagam : Yes (marked R92).
Mr. Piyasena : This is a certified copy of a letter dated 3.5.52 

from the Registrar of Companies to Transworld Enterprises Ltd.
20 Mr. Savundranayagam : Yes (marked R93).

Mr. Piyasena : This is a certified copy of a letter dated 12.9.52 
from the Registrar of Companies to the Liquidators of the Trans 
world Enterprises Ltd.

Mr. Savundranayagam : Yes (marked R94).
Mr. Piyasena : This is a certified copy of a letter dated 9.10.52 

from you as Liquidator to the Registrar of Companies. 
Mr. Savundranayagam : Yes (marked R95).
Mr. Piyasena : On 9.10.52 you and Mr. Cyril Gardiner were 

the Liquidators of the two companies.
30 Mr. Savundranayagam : Yes.

Mr. Piyasena : Up to 9.10.52 you were really handling part of 
the money which you say belonged to the Hwa Shih Co. ? 

Mr. Sammdranayagam : Yes.
Mr. Piyasena : As Liquidators you could have appropriated that 

money.
Mr. Savundranayagam : I suppose so. 
Mr. Piyasena : Then why did you not do it ? 
Mr. Savundranayagam : Didn't do what 1?
Mr. Piyasena : Did not collect the money. As liquidators why 

40 didn't you collect the money.
Mr. Savundranayagam : I did not think it necessary,

Exhibits. 
Z.
Evidence 
before Board 
of Review. 
—could.



240
Exhibits.
Z.
Evidence 
before Board 
of Beview.
—contd.

Re-examined by Mr. Nadesan.
Mr. Nadesan : When Mr. Renfro was here in Ceylon he received 

telegrams c-o. CHEN. There are instructions about cables. In tele 
gram A46 you say " Please cable c-o CHEN and not repeat Cyril 
Gar diner.

Chairman : What is the date of that ? Is it the 27th March, 1952'? 
Mr. Nadesan : A46. What is the date of it please.
Mr. Piyasena : I have given it as 13.3.51. You will get that in 

R46.
Mr. Nadesan : R46 is the same as A46. These things were 10 

decoded with the assistance of this book. Isn't it Mr. Savundra- 
nayagam ?

Mr. Savundranayagam : Yes.
Mr. Nadesan : I want to ask you one thing. When you went 

before the Assessor were you aware for what purpose he required 
the code book.

Mr. Savundranayagam : To check my cables.
Mr. Nadesan : Were you aware when this code was wanted, it 

was to decode some other cables.
Mr. Savundranayagam : No. 20
Mr. Nadesan : When you came for the inquiry before the Com 

missioner were you satisfied that there would be no difficulty about 
decoding these cables. Then the undecoded cables were produced.

Mr. Savundranayagam : Yes.
Mr. Nadesan : If they were produced earlier would you have 

taken the trouble to somehow get at this code. 
Mr. Savundranayagam : Yes.
Mr. Nadesan : After the order was made you set about for the 

purpose of obtaining this code. After the inquiry was over you 
attempted to contact Renfro. Answers Yes. I contacted Renfro 30 
through the American Express. Whose writing is this?

Mr. Savundranayagam : Renfro.
Mr. Nadesan : You say about these five Russian ships which 

disappeared, that you saw a news item in the Daily News ?
Mr. Savundranayagam : Yes. 
Mr. Nadesan : Can you trace it? 
Mr. Savundranayagam : I will try.

True Copy 
(Sgd.)

Clerk to the Board of Review, 40 
Income Tax,
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Determination of the Board of Review 

INCOME TAX APPEAL TO THE BOARD OF REVIEW

No. BRA. 224.
Mr. Emil Savundranayagam 

Assessment File No. 908/2.
Present. Mr. A. E. Christoffelsz (Chairman) 

Dr. H. S. Christoffelsz 
Mr. A. H. Macan Markar

Dates of hearing: 15th Jan., 23rd, 24th, 26th, 30th and 31st 
March, 1st & 8th April, 1953.

Present for the Appellant. Mr. N. E. Weerasooriya Q.C., with
Messrs. S. Nadesan, C. Renganathan 
& N. Nadaraser, Advocates, instructed 
by Proctor H. V. Ram Iswera 
Sgd. Emil Savundranayagam, 

Assessee-Appellant.
Supporting the Assessment. Mr. L. Piyasena, Asst. Commissioner,

with Mr. C. L. H. Paulusz, Assessor, 
& Mr. A. L. J. de S. Wijeratne, 
Assistant Assessor.

Decision of the Board.
This is an appeal by Emil Savundranayagam against an order of 

the Commissioner of Income Tax assessing the income of the appell 
ant at Rs. 1,621,343 for year of assessment 1950/51 under section 
11 (3) & 11 (6) of the Income Tax Ordinance. . J> 

The following are the facts of the case:—
(1) The appellant floated, in October, 1949, a private company 

called the Trans world Enterprises Ltd. (hereinafter referred to as 
T. W. E. Ltd.) with an issued capital of Rs. 100 giving himself 
and his wife 6/10ths of the share capital and Cyril Gar diner 4/10ths 
of the share capital.

(2) Sometime in 1949 the appellant met one Renfro who told him 
of the possibility of doing business in the importation of oil to China.

(3) In May, 1950, the appellant floated the company called the 
Eastern Traders, Ltd. with a share capital of Rs. 1,000 of which 
the T.W.E., Ltd. controlled 93 per cent, of the shares. The balance 
7 per cent of the shares was held by Sir Chittampalam Gardiner, 
who was the Chairman of the Board, Mr. Emil Savundranayagam 
(the appellant), Mr. S. Sellamuttu, Mr. R. P. Senanayake, Mr. K. 
Mahendra, Mr. Cyril Gardiner and Mrs. Emil Savundranayagam, 
(appellant's wife).
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(4) About August 1950 Renfro as the representative of a 
Company called Hwa Shih Co. came over to Colombo, met 
the appellant and arranged for the supply of lubricants to be sent 
to China.

(5) As a result of the negotiations and exchange of letters 
marked Al to A3, a letter of credit (marked A100) dated 6th 
November 1950 was opened at the Eastern Bank for 1,230,000 
dollars in favour of the partnership named the Eastern Enterprises 
Co. of which the only two partners were the T.W.E., Ltd. and the 
Eastern Traders, Ltd. It will be noted that 98 per cent, of the profits 10 
of Eastern Enterprises company would go to three of the share 
holders in the two limited liability companies, viz., the appellant, 
his wife and Cyril Gar diner. The balance 2 per cent, only will go to 
the remaining four shareholders of the Eastern Traders, Ltd.

(6) The partnership called the Eastern Enterprises Co. 
was registered on the 8th November 1950 (vide A4) the company 
having commenced business as from 27th October 1950. (It may be 
noted that Renfro in letter (A2) dated 23rd October 1950, referred 
to this partnership before it had commenced business.)

(7) The Eastern Enterprises Co. applied to the Exchange 20 
Controller for an outgoing credit for 900,000 dollars and on the 
application being refused, the letter of credit was cancelled.

Subsequently, arrangements were made by the Hwa Shih Co. to 
open a letter of credit with the Union Bank of Switzerland at Zurich 
for the sum of 1,230,000 dollars—vide A27 dated 29th November 
1950—in favour of the Eastern Enterprises Co. along with specifi 
cations of lubricants.

(8) In order to finance this enterprise the appellant arranged 
wiih Chittampalam A. Gardiner, Ltd. to borrow a sum of 
Rs. 20,000 for a period of six months on the condition that if the 30 
enterprise was successful a sum of Rs. 200,000 was to be paid as 
commission to them—vide Rl at page 3. (A98 shows that these 
sums were subsequently paid—vide also Rl at page 4.)

(9) On the 28th November 1950 the appellant left for Europe 
to negotiate the oil deal with a comprehensive power of attorney 
to act on behalf of the Eastern Enterprises Co.—vide A6 of 27th 
November 1950, in particular paragraph 11—and contacted 
the Union Bank of Switzerland at Zurich. Certain changes were 
made in the terms of credit—vide A31 to A36. The appellant as 
attorney of the Eastern Enterprises Co. contacted one Pierre Duval, 40 
one of the directors of the Societe Mediterranneene de Produits 
Petroliers, Marseilles (hereinafter referred to as the S. M. P. P) in 
London and arrangements were made for the S. M. P. P. to supply, 
the required lubricants.

(10) The S. M. P. P. company, as arranged, handed over to the 
appellant as attorneys of Eastern Enterprises Co. the necessary
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documents A38 to A44, which documents were required by the 
Bank before they could pay out the amount of 1,230,000 dollars to 
the Eastern Enterprises Co. (These documents, A38 affidavit of the 
ship's agent; A39 Lloyd's Survey Certificate of Inspection on 
board; A40 the ship's bill of lading; A41 Export licence; A42 
Certificate of sailing; A43 Policy of Insurance of cargo and A44 
Certificate of analysis were subsequently found to be forgeries.)

(11) The appellant, as attorney of the Eastern Enterprises Co.,
presented the documents to the Bank, which took four days to con-

10 sider the documents; and on the 17th January 1951, the Bank made
the total payment of 1,230,000 dollars to the appellant as the
attorney of the Eastern Enterprises Co.

(12) Out of this sum of 1,230,000 dollars the appellant as the 
attorney of the Eastern Enterprises Co. paid Duval 825,552.50 
dollars.

Further the appellant as attorney of the Eastern Enterprises Co. 
drew out the sum of 235,000 dollars in cash at the Bank's counter— 
vide A37.

(13) The appellant also as attorney transferred a sum of 
20 169,447.50 dollars (A26) by telegraphic transfer to the credit of 

the T. W. E., Ltd. at the Bank of Ceylon, Colombo. This 
was followed up by cable by the appellant to Cyril Gardiner (R16 
dated 17th January B51) as to how the money sent by telegraphic 
transfer to T. W. E., Ltd. was to be distributed.

(14) The appellant returned to Colombo by plane on 22nd 
January 1951 and carried with him the sum of approximately 
235,000 dollars which he drew from the Union Bank, Switzerland 
in U. S. currency notes. He declared the amount to the Customs 
authorities who kept it in bond. The appellant was paid 

30 its equivalent in Ceylon currency by the Controller of Exchange, 
viz., about Rs. 1,108,934. He dealt with his money as his personal 
asrets. He did not credit this amount to T. W. E., Ltd. or the other 
partner, Eastern Trade Ltd.

(15) Immediately after his return to Ceylon the partnership, 
which was created only for the purpose of this enterprise, was dis 
solved and steps were taken by the appellant on the 7th of February 
1951 to wind up the T. W E., Ltd., and the Eastern Traders, Ltd. 
On the 9th of February 1951 a resolution appears to have been 
passed to wind up the two companies. (Nothing appears in 

40 the Minute Book (Rl) regarding these resolutions.) This informa 
tion was obtained from documents (R90 and R93).

(16) At a meeting of the Trans World Enterprises, Ltd. held on 
22nd January, 1951 (the day of appellant's return to Ceylon) divi 
dends were declared at the rate of Rs. 30,000 per share of Rs. 10, 
viz., Rs. 180,000 to the appellant and his wife, Rs. 120,000 to 
Mr. Cyril Gardiner. On the same day the payment of Rs. 222,000
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to Chittampalam A. Gardiner Ltd. was also confirmed (vide Rl at 
page 4). In addition a sum of Rs. 5,000 was received by the appell 
ant as Director's fees. Further a sum of Rs. 51,420 was paid to 
Ismal as repayment of a loan of Rs. 5,142 given by him for this 
venture.

(17) From 23rd January 1951 to the end of March 1951 a series 
of cables was exchanged between the appellant and Cyril Gardiner 
on the one side and Renfro on the other. These cables indicate a 
certain amount of anxiety on the part of both parties as to the safe 
arrival of the cargo in China.

(18) When the ship failed to arrive in Canton on 6th March as 
indicated by the appellant in his cable R59A, dated 8.2.51, the Hwa 
Shih Co. began to get worried about the non-arrival of the ship 
purporting to carry the oil and made enquiries from the Swedish 
East Asis Co., the alleged owners of the ship, who informed them 
that they owned no such ship and that they had no knowledge of 
such a ship. This information was conveyed to Cyril Gardiner, a 
co-director with the appellant, of the two subsidiary companies 
forming the partnership.

Further telegrams passed between the appellant and Renfro, and 
on 6th April 1951 the appellant sent a cable (R85) to S. M. P. P. 
to the effect that allegations were made that the ship did not sail on 
12th January and asking for clarification. This is the first time the 
appellant appears to b,ave become aware that no such ship sailed 
and that some fraud had been perpetrated by Duval as the 
representative of the S. M. P. P.

(19) By letter dated April 3, 1951 (marked A74) the Union 
Bank of Switzerland informed the Eastern Enterprises Co. that the 
documents on which they made payment were not genuine and called 
for an explanation. In reply to this letter the appellant (purporting 
to act as agent and attorney of Eastern Enterprises Co. which had 
been dissolved earlier) denied liability to the Bank or to the Hwa 
Shih Co.—vide A76.

(20) By letter dated 7th April 1951 (A56) the Hwa Shih Co. 
informed the Eastern Enterprises Co. the details of the fraud and 
cast the responsibility on the company for the repayment of the 
money paid out by the Union Bank of Switzerland.

(21) By letter dated 25th April 1951 (marked A57) the appellant 
informed the Hwa Shih Co. that the Eastern Enterprises Co. was 
not liable for the repayment of the money and denied liability and 
cast the responsibility on the Union Bank of Switzerland.

(22) Subsequently, after a series of correspondence (A63 to A70) 
the Eastern Enterprises Co., without prejudice to their rights; 
informed the Hwa Shih Co. that they would be prepared to com 
promise at a lower figure after the claim made by the Income Tax 
Department was settled.
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(23) The Eastern Enterprises Co. had been dissolved earlier but 
no intimation of the dissolution of this partnership was given either 
to the Bank of Switzerland or the Hwa Shih Co.

The main argument urged on behalf of the appellant was that 
there was a contract between the Hwa Shih Co. and the Eastern 
Enterprises Co. in terms of the letter of credit and that the Commis 
sioner of Income Tax was in error in holding that the contract was 
not proved. The Commissioner was not in a position to give a definite 
finding that there was a contract because certain documents were 

10 not de-coded owing to the absence of the Code.
This Code was produced before us. It has been explained by the 

appellant that the Code was not available to the Income Tax Depart 
ment as Renfro had taken it. We are doubtful of the correctness 
of this explanation. The Code is based on an ordinary Webster's 
Dictionary and we think the appellant would have known it. But 
apparently for reasons best known to the appellant the Code was 
not produced either to the assessor or before the Commissioner. 
Perhaps the production of the Code at that stage would have 
embarrassed the appellant as the Income Tax department may have 

20 been able to gather further information from the decoded telegrams 
and make further inquiries.

The documents were decoded and we allowed these decoded 
documents to be put in evidence. These were:—

E20A; R21A; R22A ; R23A ; R24A; R25A; R26A ; R27A ; 
R28A; R29A; R30A; R31A; R32A; R35A; R36A; 
R37A; R38A; R39A; R40A; R42A; R46A; R47A; 
R51A; R52A; R58A; R59A; R62A;

It was urged that these documents fitted in and supported the story 
and added weight to appellant's contention that the contract was 

30 made and the ship which was alleged to be carrying the lubricants 
did not sail and thereby the contract was not fulfilled.

Counsel for appellant addressed us at length on the documents in 
support of the above contention and argued that there was a 
contract and that the contract was not fulfilled, that there was 
failure of the consideration on which the money was paid by the 
Bank and that therefore the money paid out by the Bank still 
belonged to the Bank and/or to the Hwa Shih Co; that it was not 
assessable income in the hands of the appellant or the Eastern 
Enterprises Co. to be assessed as income for tax purposes. In 

40 support of this argument he quoted the case of Fibrosa v. Fairburn 
Etc. Ltd. reported in 1942, 2 A. E. R. 122, and also the case of 
Morley v. Tattersall. reported in 22 T. C. 51.

After careful consideration of the documents and the arguments 
very ably and skilfully put forward by counsel for the appellant, we
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come to the conclusion that there was a contract as set out in A27. 
We also come to the conclusion that as a result of the forged docu 
ments tendered by Duval which the appellant at that time accepted 
to be genuine and presented bona fide to the Bank, the Bank made 
the payment of 1,230,000 dollars on the 17th January, 1951, and 
that the oil was not shipped by the S. M. P. P. as agreed by them. 
The Eastern Enterprises Company however had done all that they 
were required to do.

We have also come to the conclusion that on that day, i.e., 17th 
January 1951 the Bank made the above payment to Savundrana- 
yagam as attorney of the Eastern Enterprises Co. and also that 
Savundranayagam as attorney of the Eastern Enterprises Co. 
received from the Bank and paid to Duval the sum of 825,552.50 
dollars. We are of opinion that this represents the full amount of 
the purchase price of the lubricants which the S. M. P. P. was said 
to have despatched by the s.s. " Saga ". We hold that the sum of 
1,060,552.50 dollars was not the full purchase price on the sale of 
the lubricants as alleged by the appellant.

We also hold that on the 17th of January 1951 the appellant 
as attorney of Eastern Enterprises Co. transferred by telegraphic 
transfer to the credit of the T. W. E. Ltd. the sum of 169,447.50 
dollars to be disposed of as directed by him in R 16.

We also hold that at the time the appellant received the payment
from the Bank of the said amounts totalling 1,230,000 dollars
(including 235,000 dollars) he was not aware of the fraud which
had been perpetrated by Duval in connection with the documents
presented to the Bank.

We also hold that the appellant at that time believed bona fide 
that the bank was making payment on genuine documents and that 
he became aware of the fraud and forgery for the first time about 
the end of March or beginning of April.

We also hold that the appellant, as attorney of the Eastern Enter 
prises Co., drew at the counter of the Union Bank of Switzerland, 
Zurich, the sum of 235,000 dollars and paid it to himself in his 
personal capacity as commission earned by him for his part in this 
transaction.

We also hold that out of the sum of 169,447.50 dollars equivalent 
to Rs. 804,875 in Ceylon money as outlined in R16, a sum 
of Rs. 200,000 was paid to Chittampalam A. Gar diner, Ltd. as 
commission, and a sum of Rs. 20,000 with Rs. 2,000 as interest was 
paid in repayment of the loan. Out of this sum of Rs. 804,875, a 
sum of Rs. 300,000 was treated as profit by the T. W. E., Ltd. and 
dividends of Rs. 30,000 per share of Rs. 10 were declared by the 
company, of which Rs. 180,000 was received by the appellant and 
his wife, and Rs. 120,000 was received by Cyril Gardiner. We also 
hold that out of this sum the appellant was paid Rs. 5,000 as 
Director's fee and that Ismail was paid a sum of Rs. 51,420.
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We are therefore of the opinion that the appellant is assessable Exhibits. 
for the year of assessment 1950/51 as follows:— ^2; . ,.•' ' .Determination

of the Board 
JR,g. of Eeview.

si ff CO

(1) The equivalent of the 235,000 dollars received —«mt<i. 
by the appellant at the counter of the Swiss 
Bank ... ... ... 1,110,264

(2) The sum paid to the appellant and his wife as 
dividend in terms of the Resolution of the 
T. W. E. Ltd. ... ... 180,000

10 (3) Directors Fees ... ... ... 5,000
(4) Other income as shown in the appellant's

return ... ... ... 28,624

1,323,888

Reasons: —
It is apparent that from the outset the appellant formed the 

":: Eastern Traders, Ltd., and the partnership of the Eastern Enter 
prises Co., solely for the purpose of this venture or enterprise. The 
set-up of the organisation of the limited liability companies and the 
partnership was designed to use the appellant's own words so as to 
" avoid maximum responsibility " and to obtain the maximum 

20 benefits which would have accrued on the success of the venture for 
the promoters personally.

The Assessor had pressed on us at the appeal that there was no 
contract as no reliance could be placed on the documents. Counsel for 
the appellant stated in his argument that we need not accept any 

: document in this case as " a document on which we should rely 
unless there are other circumstances to show that the document is 
genuine ", and that in this case there are other independent 
documents which will fit into the story of the documents that passed 
between the appellant, the S. M. P. and Renfro. We accept this

30 contention and place reliance only on those documents which are 
corroborated by other reliable evidence and place no reliance on the 
uncorroborated documents. Going on this principle we have come 
to the conclusion that the contention of the Assessor that there was 
no contract cannot be upheld, and that the Commissioner was wrong- 
in coming to the conclusion that the contract was not proved. We 
hold that there was a contract as set out in document A27 and that as 
a result of the forged documents tendered by Duval which1 the 
appellant, as attorney of the Eastern Enterprises Co., at that time 
accepted to be genuine and presented bona fide to the Bank, the

40 Bank made the payments referred to earlier to the appellant on 
17th January 1951. We also hold that the oil which the S. M! P. P. 
is alleged to have shipped was not in fact shipped by them. We

21
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further hold that the Eastern Enterprises Co. had performed all 
they were required to do to effectuate the shipment of the oil, and 
thus earn the profit in this transaction.

The appellant went to Europe with a comprehensive power of 
attorney; by clause 11 of the power of attorney (A6) the appellant 
was allowed " to operate on such bank accounts and make payments 
ai may be required ": As stated earlier, the whole set-up of the 
companies was designed mainly for the benefit of the appellant, his 
wife, and Cyril Gardiner. The appellant had a free hand in the 
toansactioii of this Enterprise and in the disposal of the monies 10 
obtained therefrom. It would be apparent from the document R16 
and Minute Book Rl that the appellant had been given the power to 
dispose of all monies received in any manner he liked. This is not 
strange, as the transaction was really " Savundranayagam's enter 
prise " as the Assessor put it. This is supported by the fact that 
before the Eastern Enterprises Company was formed the appellant 
had already arranged the transaction—vide A 1.

We will first deal with the sum of 235,000 dollars received by the 
appellant on 17. 1, 51 at,the counter of the Union Bank of Switzer 
land, Zurich—vide A37. The appellant states that this sum of 20 
money was the balance of the purchase price of the C. I. F. transac 
tion with the S. M. P. P. which he was personally responsible to 
pay to certain persons in New York and Singapore. According to 
him this was money which he drew from the Bank as attorney of 
the Eastern Enterprises Co. and paid to himself for the use of 
Tembros and Duval. He alleges that these were monies of the 
S. M. P. P. to be paid to the representatives of French officials who 
helped in the transaction (vide his statement R89).

In cross-examination before the Commissioner the appellant had 
to admit that one of these persons was no other than Duval who had 30 
already sent a telegraphic transfer for a part of the other sum of 
825,552.50 dollars received by him from the appellant as attorney of 
the Eastern Enterprises Co.

We do not accept appellant's evidence on this point and cannot 
place any reliance on A20 or A24 which emanates from a forgerer 
or a party to a forgery. (These documents may have been prepared 
for income tax purposes.) It is very unlikely that Duval, who was a 
party to the fraud, would have allowed so large an amount to remain 
in the hands of the appellant when he knew that this fraud would 
soon be discovered. 40

There is a further fact to be noted that in a letter written by Duval 
supposed to be from Singapore (vide A72) dated 13.3.51 no 
mention was made by Duval about this amount or any part of it 
alleged to be due to him, although, as is disclosed in A72, the 
appellant had written to Duval on 6. 3. 51. (The appellant has not 
produced a copy of this letter.)
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It is admitted by the appellant that Duval on 17. 1. 51 sent a Exhibits. 
X2.telegraphic transfer of part of the other money of 825,552.50 Determination 

dollars. Duval could, therefore, have transferred the sum of °ff ^ 
185,000 dollars which the appellants says is Duval's money if it 6.5.53. 
really was his. The appellant in cross-examination stated that a —contd - 
thousand odd reasons could be given why Duval did not carry the 
money himself to Singapore, but the appellant did not put forward 
even one reason.

It is also very unlikely that the S. M. P. P. or Duval would have 
10 entrusted the large sum of 50,000 dollars to the appellant, who was a 

mere acquaintance of Duval, to be handed to some person in New 
York not known to the appellant.

It will also be noted that neither Duval nor Tembros has made any 
claim to the sums of 185,000 and 50,000 dollars respectively. The 
appellant purports to have written to the S. M. P. P. to come to 
Ceylon and get the money in Ceylon currency. Even if this letter 
is genuine, no effort has been made by the^ Company to obtain this 
money locally. The appellant has been treating this sum of money 
as his own and has dealt with it in that way in Ceylon. In fact save 

2Q for the Rs. 600,000 in the Eastern Bank it would be difficult to 
trace the balance amount. The Assessor wanted to place further 
documents since obtained by him to prove how this money was dealt 
with by the appellant, but objection was taken to the production of 
the documents on the ground that they came into being after the 
Commissioner's finding. We did not see the contents of these 
documents. We did not allow them to go as evidence.

Mr. Nadesan, for the appellant, did not want to press the point 
that the money belonged to the S. M. P. P. or Duval and Tembros 
as there was no corroboration about it, except for letters of an alleged 

30 forgerer. He said he was content to rest his case on the main point 
of law that the money did not belong to the S. M. P. P. or the 
appellant, but was money had and received on behalf of the Bank 
and/or the Hwa Shih Co.

A further fact in support of our conclusion that the sum of 
235,000 dollars is really the appellant's money is that on the basis of 
the transaction taking place in Ceylon the appellant estimated that 
the profit over the deal would be about 330,000 dollars, which is the 
difference between the incoming credit of 1,230,000 dollars and the 
outgoing credit of 900,000 dollars (vide page 2 of appellant's 

40 evidence before the Commissioner). The sum of 169,447.50 dollars 
together with the 235,000 dollars which we say was the appellant's 
profit approximates nearer to 330,000 dollars than to 169,447.50 
dollars which appellant says was the final profit made by them on the 
deal.

For these reasons we come to the conclusion that the sum of 
235.000 dollars was the appellant's own money and not money he 
received on behalf of Tembros and Duval. We hold that this sum
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represents the commission earned by the appellant in his personal 
capacity on this venture and that the appellants as attorney of the 
Eastern Enterprises Co. paid this sum to himself in his personal 
capacity on 17. 1. 51 at a time when he knew that the Eastern 
Enterprises Co. had legal title to the money and that this was 
lawfully earned by him as commission.

We will now consider the law applicable to the facts as found by 
us:- —

It was contended by Counsel for the appellant that the principle 
in the Fibrosa case (1942) 2 A. E. R. 122 covered this case and that 
according to the decision in that case the whole amount of 1,230,000 
dollars and even the part sum of 235,000 dollars was the money of 
the Hwa Shih Co. and/or the Swiss Bank from the very moment 
that it was handed by the Bank to the appellant as attorney of the 
Eastern Enterprises Co. His contention was that whether the sum 
of 235,000 dollars was brought by the appellant for himself or on 
behalf of Duval and Tembros did not really matter as far as this 
case was concerned. It was not the income of the appellant or Duval 
or Tembros, but was money had and received for the use of the Hwa 
Shih Co. and /or the Swiss Bank. He cited Tattersals case, 22T. C. 
51 and stated that the case laid down the principle that once a 
certain characteristic was impressed on a certain item of money, that 
characteristic could not be changed by the intention formed by the 
recipient or by a method of book-keeping and that we should apply 
the principle of the above two cases and hold that this sum of money 
did not have the characteristic of income in the hands of the 
appellant from the very start and that this amount was therefore 
not liable to be taxed.

In our view all that the Fibrosa case decided is that money paid 
by mistake or on consideration that has failed, could be recovered 
from the payee of the money. We quote from the Fibrosa case at 
page 136, para. H: —

" the gist of the action (quasi contract) is a debt or obligation 
implied or imposed by law in much the same way as the law 
enforces as a debt the obligation to pay a statutory or 
customary impost. "

Right through the judgment the only principles apparent are —
" the defendant has no right to keep the money. " " The defendant 
held the money against conscience and therefore might be compelled 
to repay it by an action for money had and received " , etc. Nowhere 
is it stated in this case that the plaintiffs can follow the money into 
the hands of the third parties who obtained the money from the 
payee bona fide and for consideration or that the defendants are 
trustees in the strict sense of the word of the money on behalf of the 
plaintiffs.

20
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No doubt in the case of chattels other than money it has been held 
in some cases that the owner of property who has parted with the 
property under a mistake is entitled to recover it from third parties. 
But no case as far as we know has arisen where money paid under 
a mistake had been followed in the hands of third parties who 
received it bona fide and for consideration from the payee, If it could 
be so followed the Hwa Shih Co. and/or the Swiss Bank would be 
entitled to recover the money paid by the appellant to third parties 
out of this money on his way back to Ceylon or from Ismail who was

JO repaid his loan or from Chittampalam A. Gardiner, Ltd. merely 
because they were all paid out of this money alleged to be belonging 
to the Hwa Shih Co. and/or the Swiss Bank.

Thus money had and received could not be followed into the hands 
of the third parties who received it for consideration and bona fide, 
i.e., without notice of any defect in title of the payee of the amount. 
Even against third parties who either received the money bona fide 
but not for consideration or for consideration but not bona fide, no 
action for money had and received is available at the suit of the 
person whose money it was. But in the latter case there is, however,

20 a remedy available to the person whose money it was; he could by 
the equitable doctrine of tracing recover from the person who 
received the money mala fide or without consideration sp much of 
the money as could be identified and is still in the hands of that 
third party. The liability to repay is therefore contingent on the 
fact that at the time of recovery the actual money or its equivalent 
is still in the hands of the third party. If the third party disposes 
of the money or its equivalent to a fourth party, in such a way as 
to destroy its identity no action for recovery is available against 
the third party unlike the case of a trustee who remains liable even

30 after he has disposed of the trust fund or the case of person who 
received the money under the mistake or on a consideration that 
failed.

From this it would be apparent that in the case of a third party 
who received the money for consideration and bona fide, i.e., without 
notice of any defect in title there is no liability to pay the money, 
that is to say the money comes into his hands as his absolute 
property.

But even in the case of a third party who received it without 
consideration or mala fide, the liability to pay is only contingent.

40 This contingent liability according to Tattersall's case may be 
disregarded for income tax purposes.

In this case the appellant received the money for consideration and 
bona fide, i.e., without notice of any defect in title at the 
time he received the 235^000 dollars. It is therefore income liable 
to be taxed.

Further no action in the nature of a tracing order has yet been 
filed either by the Hwa Shih Co., and/or the Swiss Bank for the 
full amount or even part of the amount of 235,000 dollars against
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the appellant; so that even on the assumption that the appellant did 
not receive it bona fide or for consideration (we have held otherwise) 
he could dispose of this money in any way he liked and avoid all 
personal liability. The appellants liability at the most, if any, is a 
cotingent liability.

But we have already held, this sum of 235,000 dollars was the 
commission earned by the appellant in his personal capacity and 
which sum he received on the 17th January, 1951, from the attorney 
of the Eastern Enterprises Co., at a time when he had no knowledge 
of the fraud or the events that produced the mistake on the part of 10 
the Swiss Bank and without notice of any defect in title of the 
Eastern Enterprises Co, from whom he obtained it. He had 
done all that was necessary to earn his commission and he obtained 
the commission bona fide and without notice of any defect and there 
fore from the time the appellant received this money it was income 
earned by the appellant on this enterprise of his. The statement in 
the Tattersall's case at page 67 (22T. C.): —

" A trading receipt in its nature a trading receipt at the 
moment of receipt, naturally fell to be brought into the 
accounts for tax purposes ". 20 

strengthens the position we have taken.
A point may, however be made that R16 shows a certain amount 

of anxiety on the part of the appellant to have the monies disposed 
of as quickly as possible. The appellant may have had doubts owing 
to possible American intervention that the ship may not reach China, 
but he was certainly not aware that the documents were forged till 
the end of March or beginning of April. In fact Mr. Weerasooriya 
himself in his address stated as follows: —" It is perfectly clear that 
at a certain stage everybody believed that the transaction was 
absolutely a genuine transaction. In March it was discovered that JJO 
the ship never sailed. " The appellant has himself in his cross- 
examination before the Commissioner at page 25 of his evidence 
given his explanation of the meaning of document E-16. We are also 
of the same view, viz., that the appellant was always having the 
Income Tax Department in his mind. Besides it is also highly 
improbable that appellant would have left about 5,000 dollars in the 
Swiss Bank if he was aware of the fraud and forgery. E12, R13, 
A74 and A76 strongly support this view of the bona fides of the 
appellant,

We now come to consideration of the assessability of the sum of 40 
169,447.50 dollars. This is the sum of money which was received by 
the appellant as attorney pf the Eastern Enterprises Co. and sent by 
telegraphic transfer to the credit of the T. W. E., Ltd., one of the 
partners of the Eastern Enterprises Co., as profits of the oil deal. 

--•-. We are able to dispose of this question without going into the 
Applicability or otherwise of the Fibrosa case. In our view even if
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the Pibrosa case supported the contention of appellant's Counsel the 
liability, if any, of the Eastern Enterprises Co. is a contingent 
liability which could be disregarded for income tax purposes. It 
would be a contingent liability for the following reasons: —

(1) The Eastern Enterprises Co. could have shipped the oil a 
second time on discovering that the oil was not really shipped by 
the S. M. P. P. (The failure to ship the oil1 was not due to any 
fault on the part of the Eastern Enterprises Co.). As the appellant 
says, the Swiss Bank, the agent of the Hwa Shih Co.) was respon-

10 sible for the error (vide A76). The Eastern Enterprises Co. could 
have shipped the oil over again and if they did ship the oil they 
would have been out-of-pocket only by the sum of 825,552.50 
dollars paid to the S. M. P. P. as against which they would have a 
credit item for the same amount from the S. M. P. P. Thus, the 
Eastern Enterprises Co. would, at the end of this second trans 
action, have the profit of 169,447.50 dollars and a bad debt of 
825,552,50 dollars due to them from the S. M. P. P. Therefore this 
liability of the Eastern Enterprises Co., if any, to pay was not 
absolute but contingent on their not being able to ship the oil ever

20 again and on not getting back the sum of 825,552,50 dollars from 
the S. M. P. P.

(2) The Eastern Enterprises Co. could have resisted the claim 
on the ground that the S. M. P. P. was selected by them on the 
recommendation of the Hwa Shih Co. and that they were victimized 
by the conspiracy of Renfro, the agent of the Hwa Shih Co. It is 
quite apparent from the documents R22A, R24A and R62A that 
Renfro was interested more in getting his commission and was in 
fact glad that the ship did not reach China. In our opinion Renfro 
had more to do with this strange episode than the appellant or the 

30 Eastern Enterprises Co. The Eastern Enterprises Co. could there 
fore plead conspiracy or alternatively negligence on the part of the 
agent of the Hwa Shih Co.

(3) The liability would also depend on the success of the claim 
made by the Hwa Shih Co. It must be noted* that the Eastern 
Enterprises Co. never admitted absolute liability. No doubt later 
on when they found that the Income Tax Department claimed part 
of the money as tax they were prepared to settle the matter with 
the Hwa Shih Co., without prejudice to their rights.

Thus the liability for this amount is a contingent liability and 
40 it was admitted by the Judges in Tattersall's case that a contin 

gent liability may be disregarded for income tax purposes.
Let us analyse the principles underlying the decisions in 

Tattersall's case and the case of Jay 'Jewellers, Ltd. v. C. I. R. £9 
T. C 274 also (1947) 2 A. E. R. 726 and see how far they could be 
applied to this case,
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The principles underlying these two cases could not be applied 
in their entirety to the present case for the following reasons: — '

(1) In TattersalPs case and Jay's case the moneys were received 
in the first instance as the money of the customers. In both cases 
the moneys were held by the Auctioneer and the pawn broker 
respectively as trustees on behalf of the customers. It is' a well-known 
principle that the proceeds of the sale of a property belongs to the 
owner of the property. As the Judges stated, these amounts should 
have been held in a suspense account to be converted at a later time 
into a profit item when the contingent right becomes an absolute 
right, till then it could not be considered as profit. In this case, in 
the first instance, the money received was received as a profit item 
subject to a contingent liability which could be converted into a 
loss or a bad debt on the fulfilment of the contingency. This money 
(169,447.50 dollars) was received as a profit item. One of the points 
urged on behalf of the appellant was, would the Income Tax 
Department pay back the taxed amount if the amount was sub 
sequently found to be a liability in fact. The answer to that is that 
Section 13 (1) (6), 13 (1) (c) and Section 13 (2) could be invoked to 
get relief if it was subsequently found that an item which was 
regarded as a profit by the receipent at the time of receipt was 
found not to be a profit. There is therefore no harshness in the rule 
which disregards a contingent liability for tax purposes.

(2) In Tattersall's case it was held as a fact that payments were 
made as soon as the claims were made; in this case the claim was 
resisted, and only on finding that the Income Tax Department was
-trying to get hold of a certain portion of the money, a conditional 
offer to return the money was made by the Eastern Enterprises Co. 
to the Hwa Shih Co. without prejudice to their rights. Besides, 
these moneys had been to a great extent disposed of beyond effective
-tfeach.
: -(3) In Tattersall's case there was no finding by the Commis 
sioners that the money would not be paid. In this case the Com 
missioner finds (and we agree with him) that the money will not 
be repaid as the partnership has been dissolved and the Companies 
forming the partnership have got into liquidation and there are 
no assets . for the repayment. In fact, although the appellant 
became the liquidator, he had not taken any steps" to ' call" in the 
assets to the credit of the liquidator although he could have easily 
done so. ~ -.._......

(4) "In Tattersall's case the money in dispute was part of the 
Liability of the taxpayer's predecessor in title which the taxpayer 
attempted to convert at a later date into a profit item by a mere 
book-keeping method. In this ease the money in dispute, viz., 
cl69347.50 dollars was from the time it came into the hands of the 
.Eastern Enterprises Co, dealt with as a receipt in the nature of a 
profit which, owing to a subsequent contingency^ threatens to 
become a future liability. It may be well here to recall a passage.
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-in. the judgment of Tattersall's Case (22T.C. at page 67)..." A 
trading receipt, in its nature a trading receipt at the moment of 
receipt, naturally fell to be brought into the accounts for tax pur 
poses. " All that we could say is that in the assessment of a profit 
the character in which a trading receipt had been received should 
be judged not objectively but subjectively from the point of view 
of the recipient at the time of receipt. In this case it was received 
at the time of receipt as profit or commission pure and simple.

For the above reasons we hold that the principles enunciated in 
10 Tattersall's case and Jay's Jewellers case do not support the con 

tention of the Counsel for the appellant with regard to the item of 
169,447.50 dollars. We therefore hold that the Eastern Enterprises 
Co. is liable tojfcax on the sum of 169,447.50 dollars even in spite 
of the application of the rule in the Fibrosa Case.

The same reasoning would hold good to a greater degree to the 
itcim of 235,000 dollars on which the appellant had been assessed 
by us; but we are content to rest it on a much better foundation 
as stated earlier with regard to that item.

The real difficulty with regard to the assessability of the item 
20 of 169,447.50 dollars is confronted here. This assessment is not an 

assessment on the Eastern Enterprises Co. but it is an assessment 
on the appellant in his personal capacity. The Assessor argued that 
Section 52 (2) must be applied to this case and that the Eastern 
Enterprises Co. was merely a sham and dummy and that the appel 
lant was the key man behind the transaction and that it was really 
" Savundranayagam's enterprises and not Eastern Enterprises " 
and that therefore he should be taxed in respect of 3/5ths of the 
profit of the Eastern Enterprises Co.

From the evidence it would appear that the formation of the 
30 Eastern Traders, Ltd. and the formation of the partnership of the 

two limited liability companies under the name of Eastern Enter 
prises Co. was to create an atmosphere which would enable them 
to gain the confidence of people in the business world. This is quite 
clear from the following extract quoted by the Commissioner from 
a letter written to the Union Bank of Switzerland by the appellant 
as attorney of the Eastern Enterprises Co. :—

-~" "We feel you will be interested in knowing something
about our firm, whose partners are the well-known Companies
Eastern Enterprises", Ltd., and Trans:World Enterprises, Ltd.

40 Our Chairman is Senator Gardiner, the well-known business
"""' man and financier,-Chairman of the " Gardiner Group " of

^Companies, the largest group of companies in Ceylon, with
a capital of nearly 6 Crores. •

Mr. R. P. Senanayake is the son of the Eight Hon. D. S. 
Senanayake, the Prime Minister of the Dominion of Ceylon,
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Mr. S. Sellamuttu is a Member of the Colombo Municipal 
Council, a well-known Solicitor and leading business man.

Our other Directors are also on the Board of various other 
companies in Ceylon.

The two partners of our firm are at present holding major 
contracts for services and supply to the Governments of our 
own country and foreign Governments in our part of 
the world ".

There is also no doubt that the intention of the promoters of the 
Company and the partnership as disclosed by the appellant in his JQ 
evidence was to avoid payment of tax as far as the law! allowed. 
We see no reason why a person should not utilise the provisions 
of the Company Law or Partnership Law for the purpose of avoid 
ing liability as well as avoiding payment of tax so long as the statu 
tory provisions are complied with. But in this case we find that the 
affairs of the limited liability companies as well as the partner 
ship were conducted with complete disregard of the provisions of 
the Company Law for the following reasons :—

(1) The minutes of the special resolutions regarding the winding 
up of the two Companies have not been entered in the Minute 20 
Book El.

(2) Even when the partnership had been dissolved and the two 
Companies were in liquidation the appellant arrogated to himself 
the authority to act on behalf of the partnership and tried to dis 
pose of the balance money in the Union Bank of Switzerland (vide 
R73).

(3) At no stage was the Swiss Bank or the Hwa Shih Co. 
informed that the partnership had been dissolved or the companies 
forming the partnership had gone into liquidation.

(4) The appellant, without any meeting of the companies dis- 30 
posed of the profits of the transactions in the manner he liked as 
disclosed by document R. 16,

(5) No resolution is to be found authorising the payment of 
Rs. 51,420 to Ismail in return for his loan of Rs. 5,142.

(6) The appellant, as disclosed in R16, was dealing with the 
disposal of the 169,447.50 dollars behind the back of his uncle Sir 
Chittampalam Gardiner who was the Chairman of the Board of 
Directors of the Eastern Traders, Ltd., one of the partners of the 
Eastern Enterprises Co. The appellant seems to have been appre 
hensive that his uncle would have approached him for a loan of 5 ^ 
lakhs if he became aware of a huge profit being made—vide page 25 
of appellant's evidence before the Commissioner. It may also be 
noted that the Chairman of the Board of Directors did not attend 
any of the meetings of the Eastern Traders, Ltd. He, however lent 
his name as Chairman of the Board of Directors apparently for
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the purpose of obtaining ten times as much as the loan of Rs. 20,000 
for Chittampalam A. Gardiner, Ltd. which sum of money lent may 
have been lost. He was also paid a sum of Rs. 60,000 by Chittam 
palam A. Gardiner, Ltd. for the personal guarantee he had made— 
vide A92.

(7) Before the deal actually took place the appellant was 
attempting to change the partnership or sell it. This is disclosed at 
page 21 of the appellant's evidence before the Commissioner which 
runs as follows :—

10 " Old man Gardiner was very anxious to get out of it; 
suggested transfer of the whole deal to some-one else until 
knighthood. We were contemplating on how we could change 
the partnership—change the group which is doing the business ; 
in reality change the Gardiner Group and put somebody else in. 
We wanted to do this and still keep a profit or sell the whole 
concern to somebody at a profit for a price to be paid later, that 
price to substitute the major part of the profits".

For these reasons, we hold that as far as the outside world is 
concerned and as far as third parties are concerned there was a 

20 legal basis for the companies and the partnership but so far as the 
Income Tax Ordinance is concerned they should be considered as 
fictitious and artificial to corne within the operation of Section 52 (2) 
of the ordinance. Even though the partnership and company trans 
actions are artificial and fictitious we must face realities in applying 
section 52 (2) and we do not see how we can ask the appellant to 
pay tax on the entire sum of 169,447.50 dollars.

This sum of money, as far as the evidence goes, was disposed of in 
the following manner :—

(1) Rs. 180,000 as dividend to the appellant and his wife; 
30 (2) Rs. 120,000 as dividend to Cyril Gardiner ;

(3) Rs. 20,000 plus Rs. 2,000 interest to Chittampalam A. 
Gardiner, Ltd. in return of loan;

(4) Rs. 200,000 as commission to Chittampalam A. Gardiner, 
Ltd. ;

(5) Rs. 5,000 as director's fees to appellant as disclosed in his 
evidence; _

(6)' Rs. 51,420 to Ismail, being return of loan of Rs. 5,142 and 
commission;

(7) Rs. 200,000 transferred, according to R16 to T, W. E., 
40 Ltd A/c in the Eastern Bank;

The total of these amounts (Rs. 776,420) approximates the rupee 
equivalent of the 169,447.50 dollars. We do not know how 
the. balance amount of Rs. 28,455 was disposed of.

We also do not know how the sum of Rs. 200,000 said to be 
transferred to the Eastern Bank (vide R16) to the account of the 
T. W. E. ; Ltd. was dealt with after the appellant's return.
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In the face of this evidence we are of opinion that the appellant 
can be taxed only for the sum df Rs. 180,000 received as dividend 
and the sum of Rs. 5,000 received as director's fees even on the 
application of section 52 (2) of the Income Tax Ordinance.

As we are not in a position to say how the sum of Rs. 200,000 
which went to the T..W. E., Ltd. account with the Eastern Bank 
and how the balance of Rs. 28,455 left in the Bank of Ceylon had 
been dealt with we would leave the question of liability to assess 
ment to tax on these amounts open to the Income Tax Department 
to pursue. If it is found that the whole amount or any part of it 
came into the appellant's hands, it is open to the Income 
Tax Department to make a separate additional assessment for such 
amount against the appellant. This is a matter for further inquiry 
by the Department.

We may also state that it is open to the Income Tax Department 
to assess the liability to tax on the items 2, 4 and 6, referred to above 
from the respective persons mentioned.

, The assessability of the appellant on the sum of Rs. 180,000 
dividend and Rs. 5,000 as director's fees can be supported on another 
footing not involving the application of the principles set out in the 
Fibrosa and Tattersall's cases. According to the principle stated 
by us earlier when dealing with the amount of 235,000 dollars we 
are of the opinion that at the time the Eastern Enterprises Co. 
obtained the sum of 169,447.50 dollars on 17.1.51 they had legal 
title to this sum, as they received it bona fide and, therefore, they 
had the right to give legal title to the whole or part of the money 
to bona fide recipients for value. In other words, this money could 
not be followed in the hands of third parties who received them 
bong, fide and for value and without notice of any defect in title. 
The sums of Rs. 180,000 and Rs. 5,000 were lawfully declared as 
dividends and directors' fees as far as the outside world is con 
cerned and cannot be now followed by the Hwa Shih Co. and /or 

Union Bank of Switzerland.
It was contended by appellant's Counsel that dividends could be 

paid only out of profits and that the declaration of dividends was 
not valid and therefore the sum of Rs. 180,000 was still money had 
and received on behalf of the Hwa Shih Co. and /or the Swiss Bank. 
We are unable to agree with this argument, as the declaration of 
the dividends was legal. When the declaration of dividends was 
made there was legal basis for the declaration as the money was 
considered as profits at that time and as there was no breach of 
any statutory provision in declaring the dividends. We are there 
fore of the opinion that the sums of Rs. 180,000 and Rs. 5,000 
belonged to the appellant lawfully and cannot be followed into his 
hands by the Hwa Shih Co. and/or the Swiss Bank.

If this was appellant's money and income the question now arises 
under what category it should be assessed for tax, It is here that
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in-our opinion the application of Section 52 (2) is relevant. As 
we have indicated before, as far as internal arrangements were 
concerned, the whole set-up of the partnership and the Limited 
Liability Companies was designed for the purpose of avoiding tax 
and liability. The declaration of dividends and payment of directors' 
fees were an artificial arrangement for the payment of profits to 
the promoters of the enterprise. By applying section 52 (2) we 
come to the conclusion that for tax purposes this sum of Us. 185,000 
falls really under the category of ' profits from trade ' and it must 
therefore be taxed under section 11 (3) and 11 (6) of the Income 
Tax Ordinance. We therefore hold that the appellant Emil 
Savundranayagam is assessable on income totalling Rs. 1,323,888 
as indicated by us earlier.

We make no order as to costs.
(Sgd.) A. E. Christoffelsz, 

,, Herman S. Christoffelsz, 
,, A. H. Macan Marcar.

Colombo, 6th May, 1953.
True Copy. 
(Sgd.) Illegible. 
27.8.53.
Clerk to the Board of Review. 

(Income Tax.)

X 3
Application by Emil Savundranayagam to Board of Review to 

state a case to Supreme Court
Emil Savundranayagam

30, Horton Place, 
Colombo 7. 
Telephone 91555.

June 4, 1953

The Board of Review, Income Tax,
Income Tax Office,
Colombo.

APPEAL NO. BRA—224
Dear Sirs,

In terms of Section 74 of the Income Tax Ordinance I hereby 
request and require you to state a case on the questions of law
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Exhibits. arising in the above appeal for the opinion of the Supreme Court.
Application by I annex hereto a statement of the questions of law on which a case
Sagamvtuondra " should be stated for the opinion of the Supreme Court.
Ievfew°to •"• encl°se herewith Rs. 50 being the fee as required by the said
state a case Section.
CoJt'prerae Yours faithfully,
4.6.53. (Sgd.) Emil Savundranayagam.

True Copy. 
(Sgd.) Illegible

27.8.53 10
Clerk to the Board of Eeview, 

Income Tax.

QUESTIONS OF LAW TO BE STATED FOR THE OPINION 
OF THE SUPREME COURT

1. Whether there is any evidence to support the finding of 
the Board that the appellant as attorney of the Eastern 
Enterprises Company paid to himself 235,000 dollars in 
his personal capacity as commission earned by him for 
his part in the transaction or that any commission was 
payable or paid by the Eastern Enterprises Co. to the 20 
appellant.

2. Whether even if the said sum of 235,000 dollars was paid 
to the appellant as aforesaid was the said sum profit of 
a casual or non-recurring nature and therefore not 
income within the meaning of Section 6 of the Income 
Tax Ordinance.

3. Whether title in or to the sum of 235,000 dollars and/or 
to the sum of 169,000 dollars passed to the appellant.

4. Whether title in or to the said sums was at all material
times in the Hwa Shih Co. or in the Union Bank of 30 
Switzerland and not in the appellant.

5. (a) Whether the said sums were in law money had and 
received by the Eastern Enterprises Co. and/or the 
appellant as its attorney for the use of the Hwa Shih 
Co. and/or the Union Bank,

(b) Whether there is any evidence for the finding of the 
Board that the Eastern Enterprises Co. had done all it 
was required to do under the contract when it tendered 
documents which in fact were not genuine or whether 
there is any justification in law for such finding. 40

6. Whether the said sums were at all material times refund 
able by the Eastern Enterprises Co. and/or the appellant 
as its attorney to the Hwa Shih Co. and/or to the Union 
Bank.
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7. Was there a total failure of consideration for the sum of 
1,230,000 dollars paid to the Eastern Enterprises Co. 
or to the appellant as its attorney.

8. Whether in the circumstances of the case the sum of 
235,000 dollars is liable to tax as income of the appellant 
for the year of assessment 1950/51.

9. (a) Whether in the circumstances of this case 235,000 
dollars was income of the Eastern Enterprises Co. and 
not of the appellant,

(b) Was there any transaction or disposition within the 
meaning of Section 52 (2),

(<?) Was the Board justified in holding that the appellant 
was liable to tax on the said sum under or by virtue of 
the provision of Section 52 (2) of the Income Tax 
Ordinance.

10. Whether the sum of 235,000 dollars was at any time the 
profits or income of the appellant or the Eastern 
Enterprises Co., or whether the liability to refund the 
same to the Eastern Enterprises Co. and/or to the Hwa 
Shih Co. and/or to the Bank is only a contingent 
liability.

Exhibits.
X3.
Application by 
Emil Savundra- 
nayagam to 
Board of 
Review to 
sfatc a case 
to Supreme 
Court. 
4.6.53. 
—contd.

11. Whether even if the sum of 235,000 dollars was paid as 
commission to the appellant was the said sum the 
appellant's income for the reason that such payment 
was made if at all by and on behalf of the Eastern 
Enterprises Co. under the mistake of fact that the 
documents tendered to the Union Bank were genuine 
and/or the oil was duly shipped.

12. (a) Whether the appellant as director of the partner 
20 companies or as agent of the partnership held the 

monies entrusted to him including the 235,000 dollars 
as trustee or agent of the company and whether in the 
circumstances the appellant can be treated as an inde 
pendent third party into whose hands the money 
cannot be followed,

(b) And whether in the circumstances the said sum 
of 235,000 dollars is income of the appellant.

13. Whether there is any evidence to support the finding that 
the appellant had the authority of the Eastern Enter- 

40 prises Co. to dispose of the monies as he pleased or to 
pay himself a commission.

14. Whether in the circumstances of this case the money 
received is in any event a capital receipt and therefore 
not income.


