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MINISTRY OF HOME AFFAIRS
ORDER
New Delhi, the [2th June, 2015

5.0, 1641(E).—Whereas, the Minisiry of Home Affairs, Government of ladia issued a Motificatit
No.G.5.R.883 (E), dated the 13" December,2011 pubtished in the Gazette of India, Extraordinary, Part lI, Sectign
sub-sectien (i), the Central Government, in execcise of the powers conferrsd by section & of the Lotteries {Regulatio
Act, 1988 read with Rule 5 of the Lotteries (Regulation) Rules. 2010, prohibited the Gevernment of Sikkim from sale,
tis lotteries within the territory of the Starz of Karala, for 2 period of two years from the date of publication of the sa
order;

2. And whereas. MJs Furure Gaming Solutions, the distributor of Sikkim Stale Lotieries challenged ihe sai
order of the Government of India in WP (C) N0.7763 of 2012 before the 400 ble High Coun of Delhi daled 1
5™ Decomber,2012. '

3. And whereas, the Hon'ble High Coun of Delhi vide its order dated 169 October, 2014 dirscied th
Central Government in the Ministry of Home Affairs, inter-allia, to decide in a time bound manner the representation ¢
the petitioner;

And whareas. the Central Govamimenl, on the basis of detailed analysis of the case {appended herawith a

Appendix *A’), has considered it necessary (o further etend the said prohibrtion on the State Government of Sikkir
beyond the szid period of two years. .

Now, therefore, in exercise of the powers confared by Section & of the Lotteriss {Regulation) Act,]99;
(17 of 1998) read with Rule 5 of the Lomeriss (Regulation) Rules,2010, the Central Governmant hereby prohibits th
Government of Sikkim from sale of its lomeries within the territory of the Stale of Kerala, until furher orders.

PF s v T A i C S
KUMAR ALOK, Jt. Secy
PPENDIX ‘&'

CASE ANALYSIS :

The Minisiry of Home Affairs, Government of India issued 4 Notification Nv.G.S R.883 () dated 1512201
and ordersd the following:-

{i} Lotieries of the Govemment of Sikkim shall not be sold within the terrilary of the Siate of Kerala for a period
of 2 years from the date of publicarion of this Ordec in the Official Gazene:

(i} After the above period is over, the Government of Sikkim shall apply with dve compliance of the iomeries
(Regulation) Act, 1998 and the Lotteries (Regularion) Rules2010 for permission to start the lonerizs
business in the State of Kerala again. as per the rules and processes of the Government of Kerala upon
whose satisfaction the lontery business of the Government of Sikkim may restan in the Siate of Kerale

2, M/s Furure Gaming Soiutions, the distributor of Sikkim State Lotteries challenged the above Notification in 2011
before the Silkkim High Court which declined territarial jurisdiction and had relegated the petitioner ta the High Caurt of
Delhi. The petitioner again filed the WP (C) No.7768 of 2012 at Hon'ble Hight Court o Delhi against the ban imposad
by the Government of India on the State of Sikkim because he was losing the righi to sale of Sikkim State Larteries
owing to this ban.

T
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3. The Hon'ble High Court of Delhi on 16.10.2014 passed an Order in W.P. (C) No.7768/12 directing this
Ministry that :

{i) The Petitioner will make the representation to the Ministry and the same may be decided by the
respondent Ne. | (Ministry of Home Affairs, Central Government] in time bound manner.

(ii) The representation filed by the petitioner shall be decided within 10 weeks after the receipt of the same
after giving an opportunity of being heard of respondent No.2, the State of Kerala. The decision
tzken by the respondent No.l shall be communicated to the Petitioner and other parties
concerned within one week thereafier.

(iif) If the petitioner or any respondent is still aggrieved with the decision taken by the respondent
No.1, they may challenge before appropriate forum.

4. In compliance of the above order of the Delhi High Court, all the concemned parties i.e. (i) Government of Kerala,
(i) Government of Sikkim and (iif) M/s Future Gaming Solutions were called for hearing by the Ministry of Home
Affzirs and were given the opportunity t© present their case orally as well as in writing. The Government of Kerala was
represented by Shri Rabindra Kumar Agarwal, Secretary Taxes and two others, M/s Future Gaming Solutions was
represented by Shri J. Dhameeja, Propriter and Shri Rishi Kumar Agarwal, Advocate and his associate and the
Government of Sikkim was represented by Shri N.D. Bhata, Joint Secretary, Sikkim State Lonteries and the Law Officer.
The hearings were held on 23.12.2014 for the Government of Kerala, M/s Future Gaming Solutions and on 7.1.2015 for
‘the Government of Sikkim respectively.

5. During the hearing, the rzpresentatives of -
(8) Government of Kerala on 23.12.2014 brought o the natice of the Ministry that:

(i) Rule 12 of the Lotteries (Regulation) Act -1998, delegates power to the State 1o make rules to carry out provisions
of the Lotteries (Regulation) Act, 1993.

(i) Mis. Fuire Gaming Solutions is the distributor of Sikkim Government for sale of paper lotteries in the State of
Kerala and it has no locus standi to file the case against the ban because the ban imposed by the Government of India
was on the State Government of Sikkim and not on M/s Future Gaming Solutions.

(iii) As per the lottery rules it is mandatory that the Lottery tickets should be printed in & secured press but in the case
ofthe Sikkim Lottery, tickets, were not being printed in a secured press as mandated by the lotteries rules.

(iv) Thers were 32 cases in total registered by CBI, out of which closure regort for 22 casss had been submitted by the
CBI, though the State of Kerala has contesied CBI's view. In 7 cases, charge-sheet has been filed by CBI and
investigation is still going on in the remaining 3 cases.

(v) The lottery tickets of Sikkim State amounting to Rs. 16.8 lakhs were seized at Nedumbassery Intemational Airpert,
Kochi even during the ban period.

(vi) It was also informed that the same disiributor was conducting sale of Bhutan loneries in the State of Kerala and
these operations are also under CBT investization and till the completion of investigations the sale af tickets of Shutan
lotteries had alse been banned in the State of Kerala, On similar lines, they requested the Ministry to continug the ban on
the sale of Sikkim State Lotteries in the State of Kerala till the final orders are pronounced by the CBI Court in cases

related to Sikkim Lottery in Kerala,

(b) M/s Future Gaming Solutions on 23.12.2014 submitted before the Minisiry that:

(i) They had filed the case in 2011 2t the Hen'ble High Court of Sikkim which declined territorial jurisdiction and had
relegated them to the High Court of Delhiz In 2012, they filed the casc at Hon'ble High Court of Delhi because it was
losing the right to sale owing to the ban imposed by the Central Govenment on Sikkim Loteries on 15.12.2011. They
alse submitted that the Lotieries (Regulation) Rules, 2010 became operetional from 1 April, 2010 and there was no
transition period provided 1o the States. At that time Sikkim lotteries were being printed at Mahalakshmi Offset Printers,
Sivakasi, which although was earlier approved by RBI but at thal time was in the process of renewal of the approval and
therefore, the State was geming the lottery tickets printed at an unsecured press for a period of one month leading to the
ban.

(ii) They also defended that the State of Sikkim was not involved in any sale of lotteries in Kerala during the ban period.

(iii) The Advocate for M/s Future Gaming also in formed the Ministry that as per the Supreme Court ruling, eny State
conducting its own lotieries cannot stop the sale of lotterizs by other States in its jurisdictional area.

(iv) [t was also brought to the notice of the Ministry that the Charges levied by the State Government ol Kerala on the
other State Governments who prafer o sell their lotteries in Kerala are very high which in the opinion of the Future
Gaming Solutions was contrary 10 the spirit of the Lotteries Act and Rules of Ceniral Government.

2704 4’? |$-2
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(v) The representatives requested thal since the period of ban imposed vn 15122011 an sale of lotieriss in Kerala was
already overon 13 12.2013 so it should be revoked and sale of Sikkim State lotteries be allowed in the State of Kerala,

(vi) They defended the allegation made by the Govavernment of Kerala that the lottery rickets of Sikkim State amounting
to Rs. 16.8 lakhs were seized at Nedumbassery International Alirport, Kochi during the ban period.

(vi) They alse informed that their present agreement with the Government of Sikkin is expiring on 31.1.2013,
(c)  Sikkim State Lotteries on 7.1.2013 submitted before the Ministry that:
(i) Since the ban period of 2 years is over on 15.12.2013, it should be revoked.

(ii) The total sale proceeds consisting of minimum Assured Revenue given (o the State Government by the
distributor as per agreement on the pro-rata basis, cost of paper, printing charges, Transportation charges of printed
tickets given to the concerned distributor, unclaimed prizes received from the distributor as per their invoice are creditad
to the censolidated fund of the State of Sikkim.

(iii) As per Laottery Rules a particular scheme could be banned or be asked to change it if it is found not in
accordance with the Rules, but in their case, the Ministry has totally banned their loneries from being marketed in the
State of Kerala. '

(iv) Since the ban notification period has expired on [5.12.2013, they tried to take permission from the Gavt, of
Kerala but it was not given. They also submired that by not allowing the sale of Sikkim State lotteries in Kerala the only
motive of Kerala Governman: was to manapolise its own lotery markat in their State; and

(v) They have been efficiently and promptly organizing its lotteries since last 30 vears in various other Staes
without any problem,

5 During the course of hearing held on 7.1.20135, Government of Sikkim was requested to fumnish the detzils of
the- lottery business of Stkkim running in various States including Sikkim during the last five years i.2.2010-2014 and
accordingly 2 proforma was provided to Government of Sikkim by the Minisiry.

6. The Directorate of Sikkim State Lotteries vide its letter dated 9.3 2015 placed at Annexure-l has submirmed
details of its Lottery business running in the States of Kerala, Maharashtra, Goa, Punjab and West-Bengal including
Sikkim for the last five vears i.e. 2010 1o 2014,

On going through the data submired, following anomalies are observed.

15

i) [n case of lottery business of Sikkim State in Sikkim, the total number of tickets printed for the year 2011
199,00,000/- and the total face vzlue (MRP) given is Rs.290,31,137/- whereas even if we take the face valus of aach
ticket as Rs.2/-only for all tickets the total face value would have been Rs.390.00.000/- (199.00.000 X 2=380,00,000)
Wwhaereas it has been shown as Rs.290.31,137/- which shows that there is a diferance of Rs.99.68,863/- in a single year.
It has also been informed (in the remarks column of the Statement) that the face value of tickets varied fom Rs. 2 1o
100/-, Similarly, it is evident from the data (shown in the statement) thal the total number of tickets shawn is 11,855.41
crore, and even if the face value of each ticket is taken as Rs.2/- then also the rotal face value of all tickets should have
been Rs.23,710.80 crore [Rs.2 X 11855.4=Rs.23.710.80 crore] whersas the face valug shown is Rs23.860.16 crore
1mm - wilie Gk Ak S [ =) 1 .

tickets above Rs.2/-From the as well as and the remarks of the Dte. of Sikkim State Lotteries [in Column
regarding ascertaining the total face value of the tickets] which states that it cannot be ascertained because there are
different MRP's for different tickets varying from Rs.2 o 100/~ it appears thal proper records of lotiery tickeis of
different face values have not been maintained by the Government of Sikkim,

i i
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(i) Further perusal of the data furnished by Ehe Gavernment of Sikkim reveals the following:
(A) Number of tickets printed is 11,855.41 Crore.
(B) Mumber of ticket sold is 11,243.51 Crore.
(C) Number of tickets unsold or returried is 662.70 Crore.
Total tickets utilized (B) + (C) =11506.2| Crore which is more than the toral  tickets printad.

It is evident that as per the statement of Sikkim Government, 50.81 crore number of tickets are in excess of the
number of tickets printed mentioned in the statement, which shows that Sikkim Government is not keeping proper
recards and there is no proper check maintained by the Sikkim Government on the functioning of the distributor.

From observations indicated at (i) and (ii) above. it is inferred thal the State has not maintained the proper
records of its tickets as required under section/clause 3(16) & 4(5) of the Lotteries (Regulation) Rules,2010. The
relevant section/clause of the Lomeries (Regulation) Rules, 2010 are given below -
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3(16): “The Organizing State shall keep records of the tickets printed, tickets issued [or sale, tickets sold, tickefs
which remain unslold at the time of the draw, and the prize winning tickets along with the amount of prize or
prizes in respect of each draw, in the manner preseribed by the Organizing State” and

4(5):"The distributors or-selling agents shall return the unsold tickets to the Organizing State with full accounts
along with thé challans of the money deposited in the Public Ledger Account or in the Consolidated Fund of the
Organizing State through the sale of tickets”™.

(iii) Amount deposited in the Consolidated fund of Sikkim State (for all States, for five years, taken together) has
besn intimated as Rs.354.46 crore (and not the face value of sold fickets which should have been at least
Rs. 22487.02 crore) as per clause 3(17) and 4(4) of the Lotteries (Regulation) Rules, 2010 which states as under:-

3(17): “The organizing State shall ensure that proceeds of the sale of lottery tickets, as recejved from the distributers or
selling agents or any other source, are deposited in the’ Public Ledger Account or in the Consolidated Fund of the

Organizing State”.

4(4) : “The Organizing State shall pay to the distributors or selling agents any commission due to them and the
prize amounts disbursed by the distributors or selling agents to the winners, if any, out of the money so deposited
_in the Public Ledger Account or in the Consolidated fund of the Organizing State”.

So it is.evident that Sikkim State Lotteries has not followed the Laotteries (Regulation) Rules, 2010.

(iv] The State of Sikkim could ot inform about the amount retained by the Distributor. In view of non-maintenance of
this data alongwith the total face value of tickets printed, total amount due for sold ticksts and unscld/returnad tickets'
amount, it shows that the State has also not undergone proper annual financial & System audit as per clause 3 (19) of the
Lotreriss (Regulation) Rulfes, 2010 which states that:

3(19) : “Every Organizing State shall conduct an annuai financizl and systems audit of the various lottery
schemes grganized by if including online lottery™.

7. As the CBI alsa is investigating cases of Sikkim State Lotteries, this Ministry called: for the comments of CBI on

the above matter. It is mentioned in their regort that 32 cases related to Sikkim Lotiery were registered in differant

Police Stations in Kerala during 2010. These were referred to the CBI for investigation by the Government of Kerzla

vide GO (MS) No.130/2011/Home/Trivandrum dated 1862011 ie. Notification U/s 6 of the DSPE Act, 1944
Subsequently, the Central Government also issued Notification U/s of the DSPE Act, 1946 on 14.07.2011 for the
investigation of the said cases by the CBI. Investigation has ravealed that M/s Future Gaming Solutions (India) Pvt. Lid, ‘
(FGSIPL), Coimbatore during the period from 18. 10.2009 to 17.10.2010 has remitted an amount of Rs. 96.06 crore

(Rs. Ninety six crores and six lakhs only) against the total sale proceeds out of sale of lotieries of Rs. 373 [.2] crores
(Rs.Thres thousand seven hundred fifty one crore and twenty one lakhs only) . As per the provisions of Lottery
(Regulation) Rules, 2010 M/s FGSIPL should have deposited the entire sale procceds to the Treasury of Government of
Sikkim and then claimed reimbursement fom Sikkim Government. Further, the Sikkim Government did not ensure that
the proceeds of the sale of lotery tickes were credited into the consolidated fund., M/s FGSIPL had thus not peid
97.44% of the sale proceads to the Government of Sikkim. It is pertinent 1o mention hers that during investigation of the
lattery casss, the consent of the Government of Sikkim L5 6 nfDSPE Act. 1944 was sought. However the Government
of Sikkim had declined to give consent U/s 6 of the DSPE Act, 1946, Hence, investigation w.r.i. violations/iregularities
could not be conducted on the part of the officials of Sikkim Government. The CBI has filed charge-sheet in seven
cases, closurs report for 22 cases which is being contested by the Government of Kerala and investigation is still going
on in the remaining 3 cases. [n view of the reasons mentioned above, the CBI requested that the ban imposed on the
sale of tickets of the Sikkim State Lotteries in Kerala may be extended further.

8. In view of the analysis of the statement given by the Sikkim State Loteries vide its letter dr. 9.3.2015,
submissions made by the Government of Kerala and the CBI, the Central Government is of the view that Govemment of
Sikkim has not followed the provisions of the Lotteries (Regularion] Acl.l 998 and the Loteries (Regulation) Rules, 2010
in fu)l letter and spirit. Therefore, in exercise of the powsrs conferred by Section & of the Lotieries (Regulation)
Act, 1998 read with Rule 5 of the Lomeries (Regulation) Rules.2010, the Central Government hereby passes the

following order: -

“The ban imposed by the Government of India, Ministry of Home Affairs vide GSR-383 dated
15,12.2011, on the sale of Government of Sikkim lotteries in the State of Kerala, shall continue till further orders,
Based on the outcome of the CBI inguiry in all cases related to conduct of illegal sale of Sikkim lotteries in Kerala
and verdict by the trial court, the Sikkim Government may submit its proposal for revoking of ban on the sale of
Sikkim State Lotteries in the State of Kerala to the Central Government".
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