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INTRODUCTION 

1, the Chairman of the Public Accounts Comm'ttee as authorised 
by the Committee, do present on their behalf this Two Hundred and 
Nineteenth Report on paragraphs of the Report of the Comptroller 
& Auditor General of India for 1973-74, Union Government (Civil) 
Revenue Receipts, Volume I-Indirect Taxes relating to Customs. 

2. The Report of the Comptroller & Auditor General of India for 
the year 1973-74, Union Government (Civil), Revenue Receipts, 
Volume I-Indirect Taxes was laid on the Table of the House on the 
9th May, 1975. The Public Accounts Committee examined these para- 
graphs at their sittings held on the 21st and 22nd August 1975 (FN & 
AN) 22nd September, 1975 (FN & AN) and 23rd September, 1975 
(FN). The Report was considered and finalised by the Committee 
a t  their sitting held on 28th April, 1976 (AN). Minutes of the 
sittings for Part 11* of the Report. 

3. For facility of reference, the conclusions/recommendations of 
the Committee have been printed in thick type in the body of the 
Report. For the sake of convenience, the recommendations/obser- 
vations of the Committee have also been reproduced in a consoli- 
dated form in Appendix IT to the Report. 

4. The Committee place on record their appreciation of the 
assistance rendered to them in the examination of the Audit Para- 
graph by the Comptroller & Auditor General of India. 

5. The Committee would also like to express thanks to the officers 
of the Ministry of finance (Departments of Revenue and Insurance 
and Economic Affairs), for the cooperation extended by them in 
giving information to the Committee. 

NEW DELHI; 
April 29, 1976. - 
Vaisa k ha 9, 1898 (S) . 

H. N. MUKERJEE, 
Chairman, 

Public Accounts Committee. 

*Not printed. (One cyck~tyled copy laid on thr Table of thr H r U v  ~ l l d  
five copies plactd in Pariiammt Library). 



CHAPTER I 
The b W  receipts u~der Major Head I-Custom during the year 

1972-73 and 1973-74 me given below: - 

Additional Duties . 1,10,67,08,208 1,21,20,62,460 

1.2. It will be observed that the receipts have shown an overall 
increase, though there is a fall of Rs. 5.43 crores under Customs ex- 
ports. The increase under Customs imports which works out to about 
Rs. 151 crores, has been explained by the Ministry as follows:- 

"The increase in ~eceipts during 1973-74, as compared to those 
during 1972-73, was largely due to increase in receipts from 
import duties on account of budgetary changes in the 1973 
budget. These changes were estimated to yield an addi- 
tional revenue of Rs. 154.20 crores. The earlier estimate 
of additional revenue of Rs. 156.00 crores, had been reduced 
to Rs. 154.20 crores on account of reduction in import duty 
on certain items following discussions in Parliament on 
the budget proposals." 

1.3. Fall in receipts from e s p ~ r t  duties has been stated to be main- 
ly on account of reduction in export duty on certain categories of 
jute manufactures on 12-6-1973 and 284-1973, which w s  partly offset 
by an upward revision of esport duty on hides, skins and leathers 
from 1-1-1974. 

1.4. Regarding refunds and drawback, the increase in 1973-74 is 
nearly 50 per cent over that of 1972-73. In paragraph 1.52 of their 
80th Report (Fifth Lok Sabha), the Public Accounts Committee had 
suggested the desirability of showing, in the awunts, the figures 
relating to refunds separately from those relating to drawback. The 



Ministry have stated that instructions have been issued to show . 
these figures separately from the 1st April, 1974. 

[Paragraph 1 of the Report of the Comptroller and Auditor Gen- 
eral of India for 1973-74 Union Government (Civil), Revenue Recejp- 
ts, Vol. 1-Indirect Taxes.] 

Reasons for increase tn Customs Receipts and decrease in Export 
Duties 

1.5. The Committee desired to know the reasons for increase in 
custom receipts from import duties and decrease in receipts from 
export duties during 1973-74. The Finance Secretary stated: 

"Speaking generally, one can say that the increases that have 
taken place in customs import duties are attributable in 
the main to three reasons. One is that there have been 
deliberate increases in the rates of duties from time to time. 
The secsnd reason is the volume of direct imports have 
increased in certain oircumstances, particularly, in things 
such as fertiliser. The third aspect is that the rates of these 
duties are ad valorem and also became of various factors, 
some of which are inflationary and some of which have 
been deliberately introduced for example, with regard to 
oil products, there has been increase in fertiliser prices and 
so on. The duty with the same percentage has resulted in 
a greater amount of cash coming in. This explains the 
variations broadly on the import side. So far as export 
duties are concerned, we have only a limited number Of 
export duties. In many cases, we have found it necessary 
to give up or to reduce some of these export duties, because 
we want our products to be competitive in international 
markets where they are subjected often to fierce competi- 
tlon. Instances coming to mind would be the case with 
regard to carpet backing and jute goods. Carpet backing 
is consumed primarily in the USA and there has been 
a continuous fued going on between the jute goods and 
synthetic substitutes and we have often been required to 
reduce the export duty on carpet backing and in fact, last 
year or so, we have actually given it up Completely." 

1.6. The Member (Tariff) stated: 

"Coming specifically to the increase in revenue collections, in 
the year 1973-74 over the year 1972-73, which is accounted 
for almost entirely by import duties, I would divide the 
reasons in four broad categories, I will enumerate them 



One is, increase in the rates of import duties on selected 
articles such as unexposed cinemotograph film, raw cotton, 
nylon filament and yarn for tyre manufacture, sQinless 
steel plates, sheets and strips, copper, machinery and alli- 
ed articles. This is one category. The second category is 
revision of GATT bound rate. That is, as a result of a wai- 
ver secured from the GATT binding, we had reluctantly 
increased the rates of duties. Now, the items are, tallow 
wood pulp, steel and alloy steel, certain coal tar dyes and 
certain raw materials for plastic industries. The third cate- 
gory is the increase on account of additional duties, that 
is counter-vailing duties on motor spirit, synthetic fibres 
and yarn etc. consequent on the increase in the rates of 
central excise duty on these items. The fourth category is 
the replacement of regulatory duties of customs by auxi- 
liary duties at enhanced rates. These are the four broad 
categories which acccunt for nearly Rs. 154 crores of the 
increase." 

1.7. Asked whether the increase was due almost entirely to the 
increase in the rates of duties or increase in quantum of imports or 
i t  was inter mixed. The Member of the Board replied: 

"It would be more correct to say that it is inter mixed. Some 
part of it is accounted for by the higher level of imports." 

1.8. The Committee asked to what extent the increase in import 
duties was due to increase in the rates of duty and increase in inter- 
national prices, the Member of the Board stated: 

"While taking the budgetary forecast, the different stages are 
like this: We revised the budget estimates (here 1972-73) 
towards the last quarter. We also make a forecast for 1973- 
74. These are all based on actual rea1i:ation and trends 
in collection on different commodities entering into the 
import trade. We also take into account the possibility of 
allocation of foreign exchange in rupee terms. Therefore. 
whatever may be the inflationary or deflationary effect. 
the outlay in rupee terms is what we are concerned with. 
We expect that whatever is the allocation of foreign ex- 
change in rupee terms, there would be import to that ex- 
tent and we calculate with reference to that. If there is 
an inflationary trend in the international market, to that 
extent the quantum of imports gets cut down. It all de- 
pends on the overall availabilitv of foreign exchange in 
rupee terms which is spread over the number of com- 
modities on these fluctuations. but the outlay is limited b~ 



;the overall constraint on the availability of foreign 
exchange in rupee terms." 

1.9. Referring to the figures d explanatory memorandum to the 
Budget of 1973-74, the Committee asked why there was no increase 
in the receipts.from import duty on kerosene and industrial fuel 
during 1973-74 in spite of increase in international prices. The Mem- 
ber of the Board replied: 

"This is because of the rate of duty on these items is specific, 
not ad valorem." 

1.10. The Committee asked what proportion of the increase in the 
custom receipts was dxectly attributable to the budgetary changes 
in 1973-74. The Member (Triff) replied: 

"About Rs. 154 crores. In our calculations of budgetary effect, 
we take into account the growth factor, if any, in respect 
of those commodities on which taxes have been increased. 
For instance, if  we have definite information that in the 
following year, that is, for the year for which the Budget 
is presented. there is likely to be an increase in the level of 
imports, naturally. it is calculated on a higher rate with 
reference to the  higher level of imports. So, it does take 
into account the growth factor also. Sometimes, an assess- 
ment is made on the possible fall in imports also." 

1.11. The Committee asked the reasons for decrease in the aver- 
age rate of basic customs duty from 27.1 in 1971-72 and 29.2 in 1972-73 
to 22.3 in 1973-74. The Member (Tariff) stated: 

"The ififormation asked for was in respect of basic duty only. 
While computing these percentages, we excluded the auxi- 
liary or regulatory duties and the additional duties by way 
of countervailing duty equal to the excise duty chargeable 
on like indigenous goods. So, whereas the total value of 
imports for 1971-72 was Rs. 1,824 crores, the basic duty 
was only Rs. 495 crores. For 1972-73, the total import value 
was Rs. 1,867 crores and the basic duty was Rs. 546 crores. 
These basic duties are the percentages of the total import 
value. They exclude certain duties which are included in 
the total import duties." 

1.12. The Finance Secretary stated: 
"I would, like to draw your attention to the possible distorting 

element in it. I t  will depend upon the components of 
imports. If in any prticular year, the foodgrains import 
figures were very heavy, the total value of the imports 
might be quite considerable." 



1.13. In a note, the Ministry of Finance (Department of Revenue 
and Insurance) stated the following reasons for increase in customs 
receipts during 1973-74, as compared wjth those in 1972-73: 

"(i) The increase in customs receipts during 1973-74, as 
compared to those during 1972-73 was largely on account 
of budgetary changes in the levy of import duties in 1973- 
74 Budget. These were briefly:- 

(a) Increase in  the rates of import duty on selected articles 
such as unexposed cinematograph films, raw cotton, 
nylon filament and yarn for tyre manufacture, stainless 
steel plates, sheets and strips, copper, machinery and 
allied articles; 

(b) Revision of GATT-bound rates of import duty on 42 
items e.g. tallow, wood pulp, high speed and alloy steel, 
certain coaltar dyes and certain raw materials for the 
plastic industry etc.; 

(c) 1ncreas.e in the rates of Additional (Countervailing) 
duty on motor spirit, polyester fibre, nylon etc. conse- 
quent on the increase in the rates of Central Excise 
duty; and 

!d) Replacement of regulatory duty of customs by auxi- 
liary duty of customs at enhanced rates. 

The increase in receipts from import duties was also due to 
substantial increase in the value of imports mainly of 
animal and vegetable oils and fats. fertilisers and chemi- 
cal products, metals, machinerv and transport equipment 
during 1973-74 as compared to the preceding year (1972- 
73) on account of higher unit value and due to the in- 
crease in the level of imports of kerosene oil, high speed 
diese oil and crude petroleum.'' 

1.14. To the question as to how much increase in Cusbms Receip- 
ts  was directly attributable to budgetary changes introduced in 
1973-74 Budget, the Ministry of Finance (Department of Revenue 
and Insurance) in their written reply stated: 

"Receipts from import duties are interlinked with the level 
of imports and increase in the rates of import duties in- 
troduced in 1973-74 Budget. I t  is therefore difficult to 
segregate the actual increase in receipts directly attri- 
butable to budgetary changes alone in 1973-74 Budget." 

Reasons for variations between the Budget Estimates and Actuals 
1.15. Over the years 1969-70 to 1973-74, the net Customs receipts 





Audit had made the following analysis of the net effect of increase 
envisaged in the budget proposals since 1W0-71: 

Chin in basic import duties . . . . . (4-1 27.55 

Chin in cauntervailing duies . .  . . (+) 2 '20 

Ltss Reduction or abolition or export duir s . . (-1 9'75 ----- 
Net gain . (-t) 20.00 

Gain in basic duties . . . (+) 67.40 

Gain in additional duties . . . . (+> 4.00 

Lossin impwt duties . . . . . . (-) 7'40 

Net gain . . . .  (+) 64.00 --- 
1972-73 

Glin in basic duties (mostly regulrtcry duty) . . (+> 8.60 

Glin in countervailing duty . . (+) 13'40 -- 
Net gain . . . . . (+) 22.00 ----- 

Gain in basic duties . (+) 152.50 

Glin in additional duties . . . . (+) 3'50 

Net gain . . - (+) 1s6.00 --- - -- - - -- 

1.17. The budgetary forecast for 1969-70 was Rs. 435.20 crores and 
actuals were 423.31 crores. The net proposals subsequently to end 
of 1973-74 account for Rs. 262 crores only. Thus the collection 
should be of the order of Rs. 700 crores as against which the net 
collection is Rs. 996 crores. This shows a wide gap." 

The Committee desired to be furnished with a note indicating:- 

(i) factors contributing to the increase in revenue. 

(ii) administrative measures taken to tone up the collection 
of Customs revenue. 

(iii) whether the increase in collection on account of tighten- 
ing up the machinery and if so. in what respects. 



(iv) how far the international inflationary trends boosted u p  
the revenue and if this was one of the reasons for increw* 
in revenue, whether it could be considered only a ternpa- 
rary phenomenon. 

1.19. In a *note the Ministry of Finance (Department sf 
Revenue and Insurance) stated: 

"(i) Customs Revenue Receipts are largely accounted for by 
receipts from import d u t i e  and these depend on the value 
of imports made into the country and the rates of dutv 
applicable from year to year. Apart from the fact that 
rates of duty were raised, the value of imports also sub- 
stantially increased during the period. Total imports 
during 1969-30 were of the order of Rs. 1567 crores; thefie 
rose to Rs. 2921 crores over the years 1973-74. Thus, the  
increase in revenue over the years from 1969-70 to 1973-74 
is due to the increase in the rates of duty and the in- 
crease in the value of imports. 

(ii) & (iii) The followirg administrative measures which heve 
been taken in the recent past in the different Customs 
Houses appear to have contributed towards greater effec- 
tiveness and efficiency of the Customs organisation anc! 
as such have toned up the collection of Revenue:- 

1. Strengthening of Internal Audit Department by Supplc- 
menting the Ministerial staff by Appraisers. 

2. The numSer of Dy. Collector's posts bas gradually been 
increased with the result that the extent of supervision 
and control over Functional Units has increased. 

3. The Principal Appraisers Cadre has been abolished and 
replaced by Asstt. Collectors who now function as 
Group Officers. 

4. The Central Exchange scheme has been planned with a 
view to make available to the concerned Officers tbr 
information which might lead to greater accuracy and 
uniformity in assessment. 

5. Drive for realisation of confirmed demands. 

6. Finalisation of Audit objections and confirmed demands 
wherever necessary. 

7. Drive towards finalisation of Provisional duty cases and 
contracts. - -- -- 

*Not vetted by Audit. 



8. Finalisation of I.T.C. Bonds and enforcement of terms 
of the Bond where they have not been complied with 

9. Expeditious adjudication of cases. 

10. Speeding up closure of manifests and collection of penal- 
ties from Steamer agents in manifest clearance Depart- 
ment. 

11. The Preventive measures have been tig,htened up by 
posting more officers in the Preventive Department 
and also by creating an anti-smuggling Unit under the 
charge of an Assistant Collector in some Collectorates 
where there was no such post earlier. 

12. Imports or exports of sensitive items are subjected to 
thorough scrutiny. 

The Revenue Collection depends on a number of factors like. 

(a) Import Policy. 

(b) Utilisation of Import licences which depends inter-zlia 
on factors such as availability of credit. 

(c) Budgetary measures which increase or decrease the 
effective rates of duty leviable on import or export com- 
modi ties. 

(d) Issue and withdrawal of exemption of Notifications. 

(e) Administrative measures. 

The Administrative measures are intended to ensure that there 
is no revenue leakage and that the arrears of revenue are collected 
with expedition. 

Preventive detentions and other anti-smuggling measures 
have also made an impact on smuggling activities which 
have considerably come down. This would have brought 
up the legitimate trade and consequentially, the revenue. 
It  would be diacult to estimate  quantitative:^ the efIect 
of the administrative measures on the collection of Cus- 
toms Revenue. It  may be mentioned that the Customs 
Revenue generally depends considerably on the volume 
of import and Export trade, and the effective rate of 
duty prescribed for various items from time to time. 

(iv) The rate of change in international prices of vcrrbus 
commodities fs dependent on the uausal economic factMPe 
of supply and demand. The 1 s t  two years have'becn a 

I 



period of unusual movements in international prices. 
Inflationary trends have certainly boosted up the revenue 
to an extent but, how far, i t  is difRcult to say. It  is too 
early to say whether the behaviour of international prices 
in the recent past and consequential increase in revenue 
can be considered only a temporary phenomenon'.' 

1.20. Referring to the variation between the budget estimates 
and actuals for the year 1973-74, the Finance Secretary stated during 
evidence: 

"While I agree certainly whole heartedly that we must try 
to make as accurate a forecast as possible. I would 
submit, at least for the year 1973-74 either fortuitously 
or for any other reason, it does appear that the differ- 
ence as between the B.E. and actuals has not been very 
great. That is to say, as between 974 crores the actual is 
996 crores. It  may be that there have been variations as 
between different heads, but because of the stability 
of large numbers these have more or less been evened 
out and we have got an overall figure which is not very 
different from the sanctioned B.E. We are here, I would 
like to submit, dealing with a large number of impon- 
derables. It depends upon prices of international com- 
modities on which we have not got control. Price trends 
are difficult to forecast. Take copper for instance. At 
one stage it was round about 1300 to 1400 pounds per 
tonne. Now it is 700 pounds per tonne. Fertiliser which 
was around 100 dollars has gone up to 330 dollars. Now 
these things affect us one way or the other. If there 1s 
shortage of any particular item, we have to import it. 
These are some of the things which can't be foreseen at 
the time of the budget. However much the refinements 
introduced we are faced with some imponderables on . 
which we can at best hazard only a guess. However 
much we refine the statistical system we have to live with 
certain uncertainty in this matter." 

1.21. The Committee asked whether the fertilisers imported 
either as manure or as urea are not free from duty and if so how 
the quantity of the value of the fertilisers' import affect the fore- 
casting of revenue. The Finance Secretary stated that "There was 
also a counterveiling duty". In a written reply, the Ministry of 
Fiaena stated that the countervailing duty reabed on fertilisen 
lrru B;r. 790 I.Lho, IL. 551 lakim, Rs. 583 lakha, Re. 914 lakhs and 
Rs.. M1 lakhs, during the years 1969-70, 1970-71, 1971-72, 1972-7a 
and 1973-74 reepectively. 



1.22. According to Budget estimates for 19'73-74, a total of Hr. 
8.6 crores was anticipated customs revenue from imports of Imn 
and Steel. I t  was stated during evidence that a t  the time of pre- 
paration of revised estimates, i t  was found that the correct yield 
on this account would be Rs. 120 crores. The Committee desired to 
know the reasons for this wide variation between the budget esti- 
mates and revised estimates. In a written reply, the Ministry of 
Finance (Department of Revenue and Insurance) stated 

"At the time of finalisation of budget estimates for 1972-73, 
Steel Ministry had' not been able to indicate any firm 
programme of likely imports of iron and steel during 1972- 
73, the only indication given was that imports during 
1972-73 would be much lower man those during 1971-72. 
The budget estimate was therefore based on the fore- 
cast that had been suggested by the various Collectnrates 
of Customs. Actual imports during 1972-73 were, how- 
ever, more than anticipated due to: - 

(i) increased requirements of export-oriented engineerine 
industries; 

(ii) mishap in the Rourkela Steel Plan in the previous 
year (July, 1971) and continued shortage in produc- 
tion; 

( i  i )  back-log of liberalised import licences issued in the 
previous year which had expired but had to be re- 
validated on account of shortages in indigenous pro- 
duction; and 

(iv) general shx tage  in indigennus supply." 
1.23. The Committee asked how the budget estimates for 1973-74 

in respect of imports of iron and steel had been forecast as Rs. 120 
crores and whether it was a mere mechanical transportation of the 
figures workcd uut in the revised estimates for 1972-73 or it was 
based on any scientific assessment. In a written reply. the Illinistry 
of Finance (Department of Revcnuc and Insurance) stated: 

"Consultations were held with the Department of Stcf.1 and 
it had borne out that the likely imports during 1973-74 
would be of the same level as during 1972-73. As such 
budget estimate for 1973-74 had been placed at the same 
lcvel as the re\.ised estimate for 1972-73 i.e. Rs. 120 crorcs. 
Department of Steel furnished the programme of likely 
imports after their detailed study regarding total re- 
quirements. availability from indigensus sources and the 
need for imports to meet the requirements and this was 
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relied upon in finalising the budget estimates of a t o m s  
revenue from iron and steel during 1973-74. 

Expert Committee to suggest ways and nwans of achieving a more 
accurate and scientific forecasting of Customs revenue 

1.24. In pursuance of the recommendation contained in para- 
graph 6.1(1) of the 89th Report of the Committee (Fifth I,ok 
Sabha), Government appointed a Committee to examine the ques- 
tion of the gap between budgetary forecasts and actual realisation 
and to suggest ways and means of a more accurate and scientific 
forecasting of resources. 

The Expert Committee had reported in July 1974 the Committee 
desired to be furnished with a statement indicating the findin25 and 
recommendations of the Expert Committee and the action taken 
thereon by Government. The statement furnished by the Ministry 
of Finance (Department of Revenue and Insurance) is given st 
Appendix I. 

1.25. The Committee desired to know the steps taken for obtain- 
ing necessary data and market intelligence from the Indian 
Embassies abroad in view of difficulties in estimating custom 
revenue caused by certain imponderable factors operating in in- 
ternational trade. The Member (Tariff) stated: 

"We would certainly have a second look at the action taken 
on this particular recommendation and we will see 
whether we could ask either the Depsrtment of Ecnnn 
mic Affairs or External Affairs-I am not in a position 
to commit that-to initiate action and whether they can 
give certain guidelines with regard to the collectio~ of 
prices and the system of reparting." 

Subsequently, in a written reply, the Ministry of Finance (Dc- 
partment of Revenue and Insurance) stated: 

"Expert Committee, set up by the Government in January, 
1974 to suggest ways and means of achieving a more 
accurate and scientific forecasting of customs revennc, 
had observed in para 3.13 of their Report that India's 
Embassies High Commissions are not likely to provide 
the best sources of information far forecasting purposes. 
In  view of this finding, the Central Board of Excise and 
Customs will reply on the departments or agencies of the 
Government which are most directly concerned with 
planning of imports as well as foreign exchange 
budgeting, for the necessary data and market intclli- 
gence for the purpose of forecasting of customs revenue." 



1.26. The Committee desired to know when the report of the 
Expert Committee was received by the Board and when the Romd 
started examination of their recommendations. In  a written reply. 
the Ministry of Finance (Department of Revenue and Insurance) 
stated: 

"Report of the Expert Committee appointed to suggest ways 
and means on achieving a more accurate and scientific 
forecasting of customs revenue was received by the 
Board on the 4th July. 1974 and examination of their 
recommendations was started immediately thereafter it1 

the Board's office." 

1.27. The Committee desired to know the action taken on th? 
recommendations contained in paragraph 3.30 to 4.12 of the Expert 
Committee. In a written reply, the Ministry of Finance (Depart- 
ment of Revenue and Insurance) stated: 

"The recommendations observations made by the ExperL 
Committee in paragraphs 3.30 to 4.12 of their Report have 
been aceepted/noted for necessarv action. I t  has been 
decided to use statistical techniques to supplement the 
present method, as refined. for the purpose of forecasting 
of customs revenue. Accordingly, i t  has been decided to 
constitute a regular Budget Forecasting Ce!l in the 
Board's office. This Cell will, to begin with, handle the 
work relating to customs budget forecasting. Later this 
Cell. after some experience. could be espanded to take 
up thc work of excise revenue forecasting also. Tt IS 
expected that this Cell will be set up shortly. Sanction 
for the necessary additional staff of sufficient economic 
statistical experience who should man the Cell has been 
issued on the 17th January, 1976. 

Expert Committee has suggested possible statistical and 
econometric models for forecasting customs revenue. 
They have not recommended any specific f o r m l ~ l ~ .  
Possible statistical models would be further examined as 
soon as the Cell is constituted in the Board's office. 
Efforts would be made to devise a workable model sc 
as to achieve the object of forecasting of customs 
revenue on a more scientific basis and to reduce the 
likelihood of error. Attention in this context is how- 
ever invited to the Expert Committee's observation in 
paragraph 4.12 of their Report that the forecasting beilv 
an in exact science, the recomnlendations made by them 
will not makc. forecasting more accurate itnmediatelv. 



Setting up of Analytical Budget Forecasting Cell was 
discussed with the Director, Central Statistical Organi- 
sation. I t  has since been decided to set up this Cell in 
the Board's office." 

1.28. I n  paragraph 6.1(1) of their 89th Report (Fifth Lok Sabha), 
the Committee (1972-73) had also observed: 

"If unforeseen factors occur in the course of the year, such 
as a sudden spurt of imports, the Parliament should be 
immediately apprised of i t  by Government who should 
lay a statement on the Table of both the Houses explain- 
ing the unforeseen variation in the estimates and the rea- 
sons for them, so as to satisfy Parliament that. variations 
had occurred in spite of the best efforts of the Government 
to ensure accurate estimating." 

Since this recommendation was in paragraph 1.11 of their 114th 
Action Taken Report (5th Lok Sabha), the Committee (1973-74) 
observed that decision in this regard should be intimated to them 
forthwith. In their *reply. the Ministry of Finance (Department 
of Economic Affairs) stated: 

"As had been suggested by the Cammittee, in clause (1)  of 
paragraph 6 .1  of its Eighty-Ninth Report (Fifth Lok 
Sabha). an Expert Committee to devise ways and means 
of achieving a more accurate and scientific forecastinp of 
customs revenue was appointed by Government In 
January, 1974." 

The main conclusion reached by the Expert Commjtt~t .  i' 
that the present system of forecasting of customs revenue, 
based on payt data of revenue collect~ons and consul- 
tat;ons with other Ministries etc., in regard to their 
import export programmes. should be supplemented by 
statistical techniques to provide a more accurate fore- 
casting of the likely level of total imports in the Budpet 
year. However, the Expert Committee recognised that 
while such modifications in the system of estimation 
would help In improving forecasting and making it more 
scientific so as to reduce, though not eliminate altogether, 
the likelihood of errors, it emphasised that no method. 
however, scientific, can take into account changes which 
arise due to abnormal disturbances, e.y. suspension of 
aid, war, unforcseenable increase jn prices of product5 
in the international market and other impnnderable face 

-.. . -- 
+Not vetted by Audit. 



tors. These uncertain factors, over which Government 
have little control, and such as not only make the task 
of forecasting customs revenue, with any degree of pre- 
cision, extremely difficult but also cannot provide an 
index of what the situation is likely to be even within 
a short period. As in all other cases, a review of the 
Revised Estimates of Collections of Customs revenues 
during the year, in the light of the various factor.; 
developing subsequent to the presentation of the Hudget 
Estimates for the year, is submitted ta Parliament along 
with the Budget Estimates for the next year. Report to 
Parliament of the outlook of the collections of customs 
revenue, based on the fluctuations over shorter periods 
during the course of the year, as recommended by the 
Committee, may not be meaningful and, at any rate, 
would not be indicative of the picture that is likely to 
emerge eventually for the year as a whole because of the 
many and rapidly changing factors, which influence col- 
lections in diverge and unpredictable ways from time to 
time. 

Thus, in the light of the Report of the Expert Committee and 
what has been stated above, the Public Accounts Com- 
mittee. it is hoped, will reconsider and not press the 
recammendation for reporting to Parliament whenever un- 
foreseen factors occurring during the course of the year 
tend to disturb the estimates of the collections of customs 
revenue." 

1.29. In 1973-74, Customs receipts went up to Ks. 996 crores from 
Rs. 856 crores in 1972-73, the increase being in line with the upward 
trend notiwable since 1969-70. The Ministry of Finance attributes 
this phenomenon to the rise in the value of imports as well as of the 
rate3 of duty brought about by budgetary changes. It appears, how- 
ever, that the Ministry cannot quantify the increase in receipts attri- 
bubble either to budgetary changes or to the rapid change in inter- 
national prices during the relevant years. Whether the latter pheno- 
menon is only a temporary phase or something mare than that seems 
yet too early for determination. Besides, in Govcrntnen t's view. ad- 
ministrative steps adopted in recent years, includi~a~ preventive de- 
tention and a campaign against smuggling operations, have toned Up 
revenue collection, tbough the precise effect of such steps cannot yet 
be estimated quantitatively. 



1.36. The Committee feel that it would be useful if the various 
factors which contributed to the increased revenue ar's analysed with 
a view to finding out- 

(i) How far the budgetary changes contribafetl to the incrcased 
collections; 

(ii) to what extent the international price inflation has boosted 
the revenue and whether it is a temporary phenomenon; 

(iii) how far the increase in col1ect;ion is due t q t h e  eh ten ing  
up of the administrative machinery and in what respect; 
and 

(iv) how far the increase in collection is due to avoidably im- 
precise estimates of collection of revenue. 

The Comniittee desire that this review should he completed in six 
months and the results intimated to them. 

1.31. In pursuance of the recommendation contained in paragraph 
6.1(1) of their 89th Report (5th Lok Sabha). Government had in 
January, 1974 appointed a Cum~nittee to examine the question of the 
discrepancy between budgetary forecasts and actual realisstion with 
a view to more accurate and scientific forecasting of resources. Two 
of the recommendations of the Expert Committee related to (i)  
strengthening of the existing machinery in the print ll~iai yddic sector 
importlexport agencies for data collection and ior forecasting their 
future import programme, and (ii) establisirment ol u short-term 
forecasting cell in the Department of Economic Ailairs, entrusted, 
inter alia, with the task of forecasting international prices. These 
have been referred to the administrative Minidries and public sector 
agencies concerned for necessary action. The Committee have been 
informed by the Department of Revenue and Insurance that the 
Central Board of Excise and Customs will rely bn the departments or 
agencies of the Government which are most d i ~ e c t l y  concerned with 
planning of imports as well as foreign exchange budgeting for neces- 
sary data and marketing intelligence for the purpow of forecasting 
of c~lstoms revenue. The Committee attach much importance to these 
recommendations, particularly in the context of t h . ~  rcuccnt inflation- 
ary trends in the international prices. The Comniittec have in para 
1.12 of their 203rd Report (5th Lok Sabha) stressed the importance 
of a coordinated approach to this entire problem so that positive steps 
can be taken expeditiously to streamline and refine the existing sys- 
tems for budgetary forecasts. The Committee have also suggested 
that the Department of Economic Affairs which is most closely in- 
volved ip the matter, should play a leading role in thls regard. The 



Committee desire that immediate action should be taken in this 
direction and made known to them. 

1.32. The Committee note that in pursuance of another recomenda- 
tion of the Expert Committee it was decided to constitute a regular 
Budget Forecasting Cell to begin with, to handle the work relating 
to customs budget forecasting. Later this Cell after some experience 
was to be expanded and take up the work of excise for,wasting also. 
The sanction for necessary additional staff of sutIicieut economic! 
statistical experience has been issued. The Committee expect that 
the Cell will now be set up wi~hout further delay. The Expert Com- 
mittee had suggested possible statistical and econometric models for 
forecasting customs revenue. It has been stated that the possible 
satistical models would be further examined as soon as the Cell is 
constituted amd efl;'orls would be made to devise a workable model so 
as to achieve the object of forecasting customs revenue on a more 
scientific and dependable basis. The Committee wish that this exami- 
nation is completed soon and the progress intimated to them. 

1.33. In paragraph 6.1(1) of their 89th Report, the Committee had 
observed that if any unforeseen factors occur in the course of the 
year, such as a sudden spurt in imports, Parliament should be imme- 
diately apprised of it by Government explaining the unforeseen 
variation in estimates, so that Parliament could satisfy itself that 
variation had occurred inspite of Government's effort to ensure ac- 
curate estimating. In their reply the Ministry of Finance (Department 
of Economic Affairs) have stated that as in all other cases a review of 
the Revised Estunates of colbections of Customs revenuc during the 
year, in the light of the various factors developing subsequent to the 
presentation of the Budget Estimates for the year, is submitted to 
Parliament along with the Budget Estimates for the next year. Such 
reports, however, based as they are on the fluctuations over short 
periods during the course of the year, may not be adequate and a t  
any rate would not be indicative of the picture likely to emerge even- 
tually for the year as a whole because of the many and rapidly chang- 
ing factors which influence collections in unpredictabb ways from 
time to time. The Committee, thus, are not satislied with the Minis- 
tryPs reply. The Committee recommend that Parliament should be 
contemporaneously informed about whatever major unforeseen fac- 
tors occur during the course of the year and have an impact on reve- 
nue collection. That is a worthwhile exercise which Government 
should not grudge undertaking. 
Miscellaneous Receipts 

1.34. The Committee desired to know the nature of receipts ac- 
counted for under the sub-head "Miscellaneous" which amounted to 



Rs. 20.39 crores in 1973-74. In a note, the Ministry oE Finance (De- 
partment of Revenue and Insurance) stated: 

"The nature of receipts which are accountcd for under the 
minor head "miscellaneous" under the major "I-Customs" 
are: 

(a) Recoveries on account of customs Establishment at  pri- 
vate wharf unless credited by deduction from charges. 

(b) Commission on Little Bases Light Dues and c.11 Straits 
Light Dues. 

(c) Warehouse and Wha~f  Rents. 

(d) Fees for registration of cargo boats. 

( e )  Sale,proceeds of opium and other contraband goods con- 
fiscated by customs authorities; and 

( f )  Fees, fines, forefeitures and miscellaneous items. 

According to the information furnished to Committee on 18th 
August, 1975, the net realisations year-wise under the minor head 
"Miscellaneous" during the period from 1969-70 to 1971-72 were as 
follows:- 

Year Rupees in lpkhc; 

- - - - - - - - -- - - 

1.35. The Committee had desired to be furnished with a statement 
indicating the year-wise break up under various items for the period 
1969-70 to 1973-74 of the amounts credited to Misce!laneous with par- 
tiula: reference to (a) fines and penalties collected from (i) foreign 
nationals and (ii) Indian Smugglers and (b) sale proceeds of confis- 
cated goods. The Chairman, Central Board of Excise and Customs 
stated during evidence: "These figures have to be collected on an all- 
India basis. So far as Central Excise Collectors are concerned ?hey 
are  spread not only in major towns but also at minor ports and land 
customs stations. The miscellaneous head is la~gely made of the ac- 
cruals of the net sale proceeds as well as imposition of fines and pen- 
alties. This collection on an all-India basis will take a little time." 

136. The Committee asked whether the delay in collecting the in- 
formation was due to confiscated goods being a t  a disposal of at un- 
known and unverified places. The Chairman of the Central Board of 
Excise and Customs stated: 



"It is not true that they are sold at unknown and unverified 
places. They would be sold where jurisdictions have been 
defined. As regards the question of transporting these 
goods to' any Central place for purposes ol selling will be 
a big phenomenon and will cause other administrative diffi- 
culties. These sales proceeds from this contribute nearly 
Rs. 20 crores and if we start transporting these goods to 
major centres that will be a very big exercise and I wonder 
whether that will be a f~ui t ful  exercise. It is true there is 
no consolidation at the Centre as such. The field organisa- 
tions should certainly have these figures and if there is any 
deficiency we will certainly rectify it. As advised by you 
we shall personally look into it and see if there is any 
lacunae." 

\ 
1.37. Referring to fees and fines amounting to Rs. 6.10 lakhs shown 

in the Audit Rtport as realised during 1973-74, the Committee desired 
to know the amounts for the years 1969-70, 1970-71, 1971-72 and 
1973-74. The Member (Tariff) stated: 

"We find that this particular figure of Rs. (;.18.000 has been 
shown for the first time during 1973-74. We were also 
somewhat puzzled by this particular entry because this did 
not figure as a separate entry in the minor head. The 
majar head is Customs. Under that head, upto 1973-74, 
we had only five major heads, zriz. customs import duties, 
customs export duties. additional duties (i.e. those which 
are in the nature of countervailing duties) and cess on ex- 
ports and miscellaneous items. Actually, the miscellane- 
ous entry should cover all fines, fees, forfeitures and mis- 
cellaneous penalties. So, it was not clear why in the year 
1973-74 this minor head has been shown. Whether this is 
a detailed figure given by the Accountant General m not, 
is not very clear to us. Actually, the fees. fines and penal- 
ties are included in the miscellaneous minor heads." 

1.38. The Committee pointed out that the Ministry had not offered 
any comments on the correctness of this figure for 1973-74 when the 
draft audit paragraph was referred to them in January, 1975. The 
Ministry were therefore aware that the figures mere being booked 
separately. The Committee asked why figures for earlier years were 
not available. The Member (Customs) stated: 

"We received a note from the Committee asking for informa- 
tion as to the figures of fines, penalties and how far they 



have been realized. As soon as we received it, we sent 
Telex message to all the Collectors, asking them to compile 
the figures and send them on to us. The note also wanted 
to know how much was pending as o ; ~  31st March, 1974. 
We have sent the message and replies have come from 
some Collectors. Others are still checking up or are col- 
lecting information from the field formations. I have re- 
quested for a few more days' time to get the information 
and put them together comectly, particularly because the 
figures received are not uniform. Some of the details re- 
ceived relate to the years of levy and some to the years 
during which they were collected. Recovery made during 

-a year need not relate to the penalty imposed during that 
year. We want to put the information received in a proper 
s h q e  before sending them on to the Committee." 

1.39. In a written reply* furnished subsequently on 18th Febru- 
ary, .1976, the Ministry of Finance (Department of Revenue and In- 
surance) stated: 

"Attempts were made to collect the desired information from 
the various collectorates of Customs and Central Excise 
but it has been noticed from the reports received from 
them that separate figures of fines and penalties recovered 
from (i) foreign nationals and (ii) Indian smugglers were 
not maintained. In view of this, they had been requested 
to furnish separately the amounts of (a)  fines and penal- 
ties, (b) sale proceeds of confiscated goods and (c) other 
receipts credited to minor head 'Miscellaneous'. A state- 
ment showing the figures of the above break up of 
amounts credited to minor head 'Miscellaneous', based on 
the ad hoe reports received from the Collectorates, is fur- 
nished herewith." 

Break-~p of amounts credited lo minor head 'Misccllat~eous' 
(Rupecs in lakhs) 

Pintrand Sale 0 t h  Total 
Year penal~ties procrc ds cf receipts (Grcssl 

confiscattd 
goods 

WJ9-70 . . 1 9 5  2,23 3 4 3  671  
1970-71 . . I A' 2,28 8,18 12,C 6 
1971-72 . . 2.29 5S4  4278 12,61 
1972-73 9 a 2972 4,78 7,53 I !LO3 
1973-74 , . 3- 949 7 ~ 7  I 204' - 

*Not vcttcd by Audit. 



1.40. Under the head "Miscellaneous" several types of receipts are 
accounted for by the Customs Department. On the basis of ad hoe 
reporfs received from the Collectorates, the Ministry of Finance have 
furnished to the Committee a break-up of miscellaneous receipts 
separately for fines and penalties, sale proceeds of confiscated goods 
and other receipts. The Committee had desired to be furnished with 
separate figures of fines and penalties recovmed from foreign natio- 
nals and Indian smugglers. I t  is learnt that attempts were made to 
collect the information from the various Collectoratos of Customs 
and Central Excise, but it was found not possible to get the informa- 
tion as the figures were not separately maintained. The Committee 
are surprised that the Board took more than six nlonths to collect 
only the figures showing the break-up of miscdlaneous receipts from 
the various Collectorates, and even then complete information was 
not made available to the Committee. The Committee suggest that 
the statistical organisation of the Board should maintain figures of 
the various items included in the miscellaneous receipts. For this 
purpose nmessary reports may be called for from thc Collectorates. 
111 respect of fines and ~enal t ies  separate figures should be maintain- 
ed in respect of recoveries from foreign nationals and Indians, so that 
thes3 figures could give an idea about the implication of the foreign 
nationals in economic crimes. 

1.41. In the Audit Paragraph, receipts from fees. lines, forfeiture 
and miscellaneous penalties have been shown as Hs. (i,18,C44. But 
according to the break-up of miscellaneous rereipts ]low furnished 
by the Ministry of Finance, fines and penalties amounting to Rs. 320 
lakhs were collected during the year 1973-74. It is not clear to the 
Committee why at the time of verificatioli of the Audit Paragraph, 
tile Ministry of Finance did not offer the comment on the figure of 
6.18,644 shown as receipt from fees, fines, forfeiturc and miscellaneow 
penalties. The Committee desire that even at this late stage it should 
be possible for the Ministry of Finance to reconcile the figures. 

1.42. Incidentally, the Committee find that according to the infor- 
mation furnished to them on 18th August, 1975, the net realisation 
under miscellaneous receipts was Rs. 4,43 lakhs (luring 1969-70, 
Rs. 10,91 lakhs during 1970-71 and Rs. 11,M lakhs in 1971-72 but ac- 
cording to the informatbn subsquently furnished on 18th February, 
1976 the total miscellaneous receipts (Gross) amounted to Rs. 671 
lakhs in 1969-70, Rs. 1206 lakhs in 1970-71, Rs. 1261 lakhs in 
1971-72. The Committee would like to know the reasons for such 
marked variation in the figures. 



22 
Refunds and Drawbacks 

1.43. The Committee desired to know the reasons for in,crease in 
the amount of refunds and drawback from Rs. 40.85 crores in 1972-73 
to Rs. 63.84 crores in 1973-74. The representative of the Central 
b a r d  of Excise and Custom6 stated: 

"In 1973-74, there was a very peculiar situation. Of this, en 
adjustment for Rs. 23 crores has to be made. This Rs. 63 
crores includes certain amounts which were wrongly credit- 
ed as duty levied for three years in succession and for 
which an adjustment had been made in the year 1973-74. 
We have examined the position and we have also sent a 
communication to the CAG pointing out that this figure 
of Rs. 63 crores included about Rs. 24 crores which was an 
adjustment of certain amounts double-accounted in the 
previous years." 

1.44. The Committee desired to be furnished with a note indicat- 
ing how rnisclassification had taken place and why it had not been 
detected by the Chief Accounts Officer for a long time particularly 
during the reconcilation of accounts. In a written reply, the Min- 
ister of Finance (Department of Revenue and Insurance) stated: 

"Misclassification had occurred because of change in procedure. 
Prior to 9th February, 1971, amount o1 duty  and other 
charges collected in cash or by cheques at the Santa Cruz 
Air Port each day was sent to the Cash Department of 
the Custom House on the following day. These collections 
were treated by the Customs House as the Custom House 
Treasury Collections and remitted to the I1.B.J. along with 
their own collection. At the end of the month, the Custom 
House would include the total amount so remitted to the 
R.B.I. in their monthly cash account statement to be sent 
to the Accountant General's office. This procedure was 
amended on 9th February, 1971 according to which the 
duty and other collections made at the airport, instead of 
being sent to the Custom House, are remitted by the Air- 
port authorities direct to the Vile Pa rk  branch oi the State 
Bank of India which is close to the Airport for deposit with 
the R.B.I. The cash payments received by the Custom 
House Treasury are separately deposited by the Custom 
House with the Reserve Bank of India. The procedure was 
revised to obviate transport and other difficulties experienc- 
ed by the airport customs authorities, in transfmring the 
money from the airport to the custom house which is at 



a considerable distance. The revised procedure did not ape- 
cifically indicate the proper account head to be indicated in 
the Challan for remitting the amount c~llected at the air- 
port to the Ville Parle branch of the State Bank of India. 
This revised procedure perhaps led to the collections made 
at the airport being wrongly classified by the airport autho- 
rities in the Challan as revenue receipts under the head "I 
Customs" instead of being classified a s  Customs remit- 
tances with the result that these amounts were also includ- 
ed by the Custom House in their monthly cash account 
statement to the Accountant General as remittances to the 
Reserve Bank. They were also accounted for as such by 
the Accountant General's Office. T h i ~  resulted in these 
amounts being credited twice in the Accuuntant General's 
office under the head "I-Customs". This error was discov- 
ered by the Accountant General's office 111 February, 1974 
and that office made the necessary adjustment in the ac- 
count for 1973-74 with the concurrence of the Collector of 
Customs, Bombay." 

1.45. During evidence, the Committee pointed out that the Minis- 
try did not mention about this misclass~fication 111 heir reply dated 
27th February, 1975 to the C. & A.G. commenting on the draft Audit 
Para., The Member (Tariff) stated: 

"The Audit Para was received some time towards the end of 
January, 1975. After scrutiny we sent a reply, signed by 
the Director of Tax Research. That was dated 27th Febru- 
ary. 1975. Immediately following that, on 3rd March. 1975 
we addressed a circular letter to nll the Colle(:tors of Cus- 
toms, Central Excise and others concerned." 

1.46. I t  was stated in the Board's letter dated 3rd hiarch. 1975: 

"It is also noticed that the payments of Refunds and draw- 
back during 1973-74, as reported in the departmental re- 
turns, may please be reconciled with the Accounts figures 
and the correct position furnished to the Directar, Statis- 
tics and Intelligence, Central Excise and Customs. New 
Delhi, for compilation and report to t5e Board. Further. 
the exact reasons in detail for the increase in payments 
of Refunds and Drawback during 1973-74 (Rs. 63.84 
crores) over those of the previous year (Rs. 40.SS crores) 
may please be communicated urgently". 



1.47. When it was pointed out that even a copy of this letter was 
not sent to the C. & A. G., the Mem,ber (Tariff) agreed "If we had 
indimted in  our reply that we were taking action, possibly. they 
would have simultaneously taken up  rectification action." 

# 

1.48. To a question as to when the mistake came to the notice 
of the Board, the Ministv stated in their written* reply: 

"This mistake came to the notice of the Board in June. 1975 
when the Director of Statistics, Central Excise and Cus- 
toms, New Delhi, wrote to the Board vide his letter dated 
the 20th June, 1975. An officer was deputed by the Board 
in July, 1975 for a detailed study in the matter. Instruc- 
tions were issued on 18th September, 1975 prescribing a 
procedure for reconciliation of accounts figures with the 
departmental figures." 

1.49. In the report submitted to the Board by the Officer deputed 
by the Board for an on-the-spot enquiry. it was stated: 

"The discussion with the Bombay Custom House officials also 
revealed that at  present there is no effective procedure 
in the Custom House for reconciliation of the depart- 
mental figures with the accounts figures. The existing 
practice is that a UDC from the Statistical Department 
of the Custom House visits the AG's ofice every month 
and collects the monthly accounts figures from the AG's 
office. At the end of the financial ycnr, the total ol. these 
monthlv figures is tallied with the yearly accounts 
figures and any such variation is a l m ~ s t  taken for granted 
because of the timelag in the book adjustment of duty on 
Government stores in the AG's office. If a serious attempt 
had been made at  the end of 1970-71 when a double credit 
was given to the extent of 22.82 crores in the AG's office, 
to reconcile the departmental figures with I he accounts 
figures, the error would have been detected at that time." 

1.50. The Committee pointed out that if the reconciliation is re- 
quired to, be done every month, how the mi~ t abe  was not detected. 
The Finance Secretary stated: 

". . . . the position was unsatisfactory--and we would certain- 
ly like to straighten things out. Reconciliation involves 
reconciliation from both sides, and we will certainly do 
our best to see that a higher level examination comes in. 
We will pay attention to this aspect." 

- - .  

*Not vetted by Audit. 



1.51. The Member of the Board stated: "The UDC is sent to bring 
the figures from the AG's office. The responsibility for reconcilia- 
tion is that of the Chief Accounts Officer." Asked whether the 
Internal Audit was required to help reconciliation, the witness 
replied, "The Internal Audit does not come into the picture regard- 
ing reconciliation of monthly accounts." The witness added: 

"In so, far as the Chief Accounts Officer is concerned, his or- 
ganization is supposed to be a tightly controlled and com- 
petent organization and they are supposed to see that no 
excessive payments are made and that payments are re- 
ceived as indicated by the executive officer. To the ex- 
tent I know, I do not think, there is that detailed check- 
ing of this reconciliatim being done by the Chief 
Accounts Mcer . "  

The Chairman of the Board stated: 

"These Custom Houses have been functioning f o r  many years 
and the functions of the audit and accounts are combined 
in them. The internal audit as such is not called upon 
to do that. We will go into. the entire matter in consul- 
tation with the Comptroller and Auditor General and then 
see, what further improvements are necessary and submit 
a detailed mote." 

1.52. The Committee desired to be furnished with a note stating 
the improvements that would be necessary in the functioning of 
organisation of the Chief Accounts Officer and Internal Audit to 
make reconciliation of accounts more effective. In a written 'reply. 
the Ministry of Finance (Department of Revenue and Insurance) 
stated: 

"The instructions of 18-9-1975 are comprehen~ive. It envi- 
sages a monthlv reconciliation of revenue receipt figures 
with the Account figures. It  also envisaged strict com- 
pliance of the instructions contained in the compilation of 
General Financial Rules, Chaper 111-Revenue and Re- 
ceipts I-Gener1aI. The instructions also seek to ensure 
that reconciliation is done to the extent possible and 
attempts made to identify the reason for the variations 
between the accounts and Departmental figures. if any. 
Important points should invariably be reported to the 
Board promptly. In view of this, it is hoped t h ~ t  there 
is effective reconciliation in future." 

-- -- - -- - - - - - - - - -  - 

*Not vetted by Audit. 



1.53. Referring to the mistake not being detected for a number 
of years, the Chairman of the Board stated: 

"Frwn the figure it looks a very big amount. Out of that, one 
entry amounting to Rs. 22.82 crores, as mentioned by the 
Accountant-General in his letter, represents the customs 
duty on gold imported from the United States in connec- 
tion with the payment of subscription to IMF. There- 
fore, whatever michief or misclassification has been done 
over a ~ e r i o d  of about two years is about Rs. 2 crores." 

1.54. The Committee drew attention to paragraph 1.5 of their 80th 
Report (1972-73) wherein one of the reasons for variation of 12 per 
cent between budget estimates and actual of custon~s receipts dur- 
ing the 195'0-71 was stated as 100 per cent duty levied on unfore- 
seen import of gold worth Rs. 22 crores. The Committee asked 
why at that time double credit of duty could not be detected. The 
Chairman of the Board stated: 

"If this error had been detected then, this 12 per cent would 
have came down very much. Gold worth 22 crores had 
been imported for which the duty was 22 crores. The 
question of mis-classification was not known to anybody 
at that stage. . . 

1.55. In his letter dated 5th February, 1974 to  the Collectnr of 
Customs. Bombay, the Accountant General (Central) hld however 
stated: 

"Our investigation shows that the revenue collected at the Air 
Port was credited to the Reserve Rank of India under the 
head "1 Customs-State Bank of India" as  Revenue Re- 
ceipts. In the list of payments of your Custom Ho7-~se 
Treasury these amounts were shown as "U-Remit- 
tances (1) Customs Remittance and accounted for as such 
by my office. This has resulted in revenue being inflated 
by double credit to the same head resulting in inflation 
by 27.48 crores of rupees as were detailed below:- 

(I) Pertaining to 197~-71 . . 22,fi2,4RJ111.53 

Total . . 27.qR.~8,8c(i.57 



.We haye now made the necessary adjustments in the ac- 
counts for 1973-74 as a result of which the revenue this 
year will be reduced by Rs. 24.79 crores." 

1.56. The Committee find that on account of mis-classiiication, re. 
funds and drawbacks for the year 1973-74 were inflated to the extent 
of Rs. 24.79 erores as a result of an adjustment made to rectify the 
double credit to the extent of this amount of revenue collected during 
the years 1970-71 and 1972-73. The.actua1 position is that the net 
customs revenue realised during the year 1970-71 should have been 
shown less by Rs. 22.82 crores and for 197273 by Rs. 1.97 crores and 
the net revenue collection for 1973-74 should be higher to the =tent 
of Rs. 2-4-79 crores. The Committeeb talce a very serious view af the 
incorrect position in this regard repin'ted to Parliament during these 
years. Such inadvertence amounts to a grave dereliction of duty on 
the part of responsible personnel. 

1.57. The double credit of the amounts occurred because of mis- 
classification af an a m u n t  af Rs. 22.82 crores representing the Cus- 
toms duty on gold imported in 1970-71 from USA in connection with 
payment of subscription to International Monetary Fund and customs 
dues collected at the Bombay Airport amounting to Rs. 1.97 crores 
during 1972-73. The Committee note that customs dues received at 
the Bombay Airport were misclassified by the Airport Customs after 
a revised procedure was adopted in February, 1971 according to which 
the duty and other collections made at the Airport instead of being 
sent to the Custom House are remitted direct to the State Bank of 
India. It  is regrettable that the revised procedure did not specifically 
indicate the praper account head to be indicated in the challan for 
remitting the amount collected at the airport. This led to collections 
being wrongly classified as revenue receipts under the head "I-4us- 
tomsJJ instead of Customs Remittances with the result that these 
amounts were also included by Custom House in their monthly cash 
account statement to the Accountant General as remittances to the 
Reserve Bank. The Comaittee are unhappy that such misclassifica- 
tion continued unchecked till February, 1976 

1.58. The double credit of the amounts in the accounts could have 
been detected during the respective financial years if the Bombay 
CustcMl House had followed the proper system for reconciliation of 
the departazen&il figures with the accolunk figures. The mistake 
remained undetected till F e b m y ,  1974 when it came to the notice 
-of the Accountant General (Central), Bombay, wbo made an adjust- 
-t in the accounts for 1973-74. Only after the Committee took 
up  exadnat40n of the matter did the Central Board of Excise and 
538 L S 3 .  .. f l  



Customs issue instructions on 18th September, 1975, requiring month- 
ly reconciliation of revenue receipt figures with accounts figures. 
The Committee deprecate this delay and urge the Board to keep 
a close watch over the action taken by the Custom Houses on these 
instructions and ensure that the necessary reconciliation is done 
scrupulously every month. 

1.59. Another unsatisfactory feature of this case is that when the 
draft Audit Paragraph was sent to the Ministry of Finance for con- 
firmation, the Ministry in their reply did nat comment at all on 
this inflated figure of refunds and drawback for the year 1973-74. 
However, the Central Board of Excise and Custow later asked the 
Custom Houses to go into the reasons for the increase in the figure 
of refunds and draw-backs for the year 1973-74. Unfortunately, a 
copy of this letter was not sent at the same time to Audit who could 
not, therefore, add a suitable footnote to the relevant Audit Para- 
graph. The Committee suggest that in future, where the figures ap- 
pearing in the draft Audit Paragraph appear to be doubtful and need 
veriftcation, the Board should immediately inform Audit about the 
position. 



CHAPTER 11 

NON-LEVY /SHORT-LEVY OF ADDITIONAL DUTY 
Audit Para 

Imported goods attract levy of additional duty under Section 2A 
of the Indian Tariff Act, 1934. The duty is leviable a t  rates equal 
to the excise duty for the time being leviable on like goods if pro- 
duced or manufactured in India. 

In  a major Custom House "immersion coolers" imported in Feb- 
ruary, 1967 and "milk receiving and cooling units" imported in 
April, 1967 charged to Custom duty under item 72 (9) of Indian Cus- 
toms Tariff were not subjected to countervailing duty. In July, 1967 
Audit called for full details, catalogue etc. and pointed out that the 
goods would prima-facie, be liable to countervailing duty a t  49 per 
cent ad valorem under item 29A of Central Excise Tariff. The 
catalogue was furnished only in February, 1971 on verification of 
which Audit reiterated that countervailing duty was leviable ~ n d e r  
item 29A(I) of Central Excise Tariff, as the goods in question were 
used in refrigerating and air-conditioning units and the milk receiv- 
ing and cooling units formed part of refrigerating appliances used in 
chilling plants. 

2.3. On receipt of the audit objection the Custom House raised a 
demand of Rs. 4,24,268 covering three bills of entry pointed out by 
Audit and two bills of entry found out on further review by Custom 
House of similar cases. The demands, however, were not immediate 
ly enforced and the matter was referred to the Collectors' Confer- 
ence which decided in January, 1974 in favour of the view taken by 
Audit. The recovery of the demand has not been effected so far. 

[Para 4(i) of the Report of C Rr AG for 1973-74, Union 
Government (Civil), Revenue Receipts, Vdume I, 

Indirect Taxes]. 

2.4. The Committee desired to know how the mistake in this case 
took place. The Finance Secretary stated: 

"There seems to have been a bonafide doubt in the mind of 
the Customs administration at  that particuhr point of 
time. 

The whole question arose because of the wording used in the 
Central Excise Tariff. The wording used is as follows: 



Refrigerators and other refrigerating appliances, which are 
ordinarily sold or offered for sale as ready assembled 
units, such as ice-makers, ,bottle coolers, display cabinets 
and water coolers 

Then i t  goes on to add: 

Air conditioners and other air-conditioning appliances which 
are ordinarily sold or offered for sale as ready assem- 
bled units including ... . . 

The third item is: 

Part  of refrigerating machinery. 

Kindly compare this description in the tariff item with the 
description in the Customs Act where the notification 
which has been issued of the description is as follows:- 

The following dairy and poultry farming appliances namely 
cream separators, milk sterilising and pasteurising plant, 
milk aerating and cooling apparatus. . . . 

Also component parts of these appliances provided they 
fitted into the proper appliances. . . . 

The particular apparatus or instruments that were being im- 
ported a t  that point of time were things like immersion 
coders which were meant to be put into a vessel to cool 
the milk. At least that is one type. To that extent, it is 
not complete in itself. There seems to have been some 
doubt in the minds of the local authorities. Therefore, 
I was merely emphasising the extenuating factors that 
there might be some cause for doubt particularly if one 
reads the description under the-customs item as compar- 
ed to the description under the Central Excise Act, whe- 
the countervailing duty is involved." 

2.5. The Committee desired to know the reasons for delay in tak- 
ing action after the mistake was pointed out by Audit, the Finance 
Secretary stated: 

"As soon as the matter came to our notice, demands were issu- 
e d  So it cannot be said as yet that there has been any loss 
caf revenue - because demands were issued way back in 
1967. Since there are two public sector undertakings in- 
volved, I do not think we can conclude that the money has 

1 been lost." 



!Ib Member (Customs) stated : 
"I tried to look into the question of delay in  some detail. 1 

must a t  the very outset say that there are some large gaps 
in  the action taken. We feel very sorry that there have 
been such gaps. I have asked the Collectorate to proce- 
ed against the officers concerned in delaying the matter." 

2.6. Asked when the matter came.to the notice of the Board, the 
Member (Tariff) stated : 

"In this particular case, the matter was referred by the Col- 
lectorate for consideration at the Tariff Conference of 
CoJlectors in January, 1974. We received the reference 
on 7th November, 1973." 

2.7. The Committee asked how delay of six years took place in 
referring the matter to the Conference of Collectors and the Board. 
The Chairman of the Board stated : 

"Going through the note prepared of the action taken, there 
is a very peculiar light thrown on what exactly was the 
course of events. As early as 27-12-67-this is on record 
a brief for discussion in the Collectors' conference was 
prepared by the Custom House. Now by some peculiar 
coincidence, this file got delinked and linked up with some 
other papers and there it lay unnoticed. This is some- 
thing which should never have happened. The local ad- 
ministration should have had adequate control. All that 
I can say on the general issue is that whereas we deeply 
apologise for it, I do not think this is a sampling of what 
usually happens in Customs and subordinate formations. 
But sometimes i t  does happen. It  is regrettable whenever 
i t  happens. In this case, it is really regrettable because 
the file got delinked and then got linked up with other 
papers resulting in this delay. Ultimately, when audit 
requested for the papers, they were supplied to them. I 
believe, in early 1971." 

2.8. Asked why the demands were not enforced immediately. the 
Chairman of the Board stated: 

"I would explain the machineq fqr this. Action on the side 
of revenue means issuing a demand on the party in time. 
Collection may be deferred till the Anal decision is taken, 
but revenue has *been secured, demand having issued 
within time so that it does not become time-barred and 
get lost. That way action was taken." 



2.9. Asked about the position of realisation of the demands, the 
Member (Customs) stated : 

"TWO S a t e  Governments are involved in this. One is the 
Tamil Nadu Government where the demand is for Rs. 4 112 
lakhs. The other is the Andhra Pradesh Government 
where the demand is of a smaller amount. The Tamil 
Nadu Government have agreed to pay and the money is 
likely to be collected before the end of this month. About. 
Andhra Wadesh, the Collector is in touch with the Chief 
Secretary of Andhra Pradesh Government and he expects 
that the money will be collected very shortly." 

2.10. The Committee desired to know at what level in Internal 
Audit. the Bill of Entry relating to this import was examined and 
what observation was made by them. In a written reply*, the Minis- 
try of Finance (Department of Revenue and Insurance) stated: 

"The Collector of C'ustoms, Madras who was requested to 
furnish the information has reported as under: - 

(1) The bills of entry were audited at the level of Upper 
Division Clerk in Internal Audit. 

(2) No observation was made at the time of audit of the 
bills of entry. While dealing with the CRAD objection 
the internal audit held that the appliances falling under 
item 29A(1) of CET were of storage types with built- 
in-cabinets for storing the goods which were to be 
cooled. According to the catalogue produced, the milk 
coolers in question were not of storage type and hence 
not covered by item No. 29A of. the CET". 

2.11. The Committee desired to know the specific action taken on 
the recommendation made in their 89th Report (5th Lok Sabha) 
[para 6.1 ( 5 ) ]  that Internal Audit Department should be placed under 
a separate Director independent of the Collectors of Customs. The 
Chairman of the Board stated: 

"This question has been raised once again, only recently at a 
meeting of the full board, with a view to finalising things 
The papers are under submission to the Finance Minister. 
If you want to know the tentative thinking, I can tell you. 
We genuinely, objectively and sincerely feel that internal 
audit is the eyes and ears of the head of the department. 
According to us, in an organisation like the Customs where 

-- 
*Not vetted by Audit. 
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so much revenue is involved, if you do not leave the d 
con.tro1 with the Collector of Customs, it will have.& 
of consequences. At the same time, it is equally true 
there must be a Central Director of Audit who should cii.. 
ordinate the activities qf the Audit i.e. between Audit and 
the Customs and see whether there are any deficienciq 
and keep a direct eye on things. So, it is 5 combination 
of. coordination and the idea of keeping the pattern of in- 
ternal audit in t a c t t h e  latter should be so, by the very 
nature of internal audit. If you take it away from them, 
it might divest the local heads of departments of a certain 
amount of responsibility." 

2.12. In a written reply*, the Ministry of Finance (Department of 
Revenue & Insurance) stated: 

"The recommendations of the Public Accounts Committee in 
their 898th Report (5th Lok Sabha) were briefly 

(i) to have a separate Director Internal Audit (for customs) 
their 98th Report (5th Lok Sabha) were briefly 

(ii) to examine whether the staff working in the Internal 
Audit should not be formed into a separate c a d ~ e  with 
adequate career prospects within the Internal Audit 
Department so that the members working therein may 
really feel free to report on the mistakes found in the 
documents of. the Custom Houses. 

These two recommendations were examined in great depth 
by the Central Board of Excise & Customs in consultation 
with the Director of Inspection and Collectors. There was 
general unanimity that the Collectors should not be de- 
prived of the services of the Internal Audit for exercising 
their supervisory functions as they were primarily res- 
ponsible for the efficient running of the Custom Houses 
and taking away the Internal Audit Department, which 
was the eyes and ears of the Collectors, from their control 
would weaken their supervisory control considerably. It  
is through the Internal Audit that the Collector can keep 
an eye on the functioning of the various Departments res- 
ponsible for revenue collection, refunds, e t ~ .  The Ministry, 
therefore, felt thlht the present arrangement of having an 
Internal Audit organisation under the control of the res- 
pective Collectors of Customs should be continued with 
some modification. A central coordinating organisation 

-.--- - -.- .-- 
*Not vetted by Audit. 



should be set up a t  headquarters (New Delhf) to oversee 
the working of the Internal Audit organieations of the 
various Custom Houses. This organisation should be 
headed by a Director of Audit who will form part of the 
Directorate of Inspection and Audit (Customs). The 
Director of Audit will be responsible for watching the 
overall performance of the Internal Audit organisations in 
Custom Houses, for examining the stafang position of the 
audit parties and generally for giving suitable directions 
to Collectors. This organisation would also advise the 
Collectors in regard to the points to be aMited and also 
assist the Board in seeing that the Internal Audit main- 
tains a high tempo. 

As regards the recommendation of 'the Public Accounts Com- 
mittee to consider the feasibility of having a separate cadre 
for auditors, it was felt that this was not possible for 
several reasons. Firstly, this cadre will be very small and 
auditors may not have reasonable chances of promotion. 
Secondly, they will not have any field experience and will 
be handicapped in their work. To get the best results 
the auditors should be knowledgeable in the work they 
are auditing and for this purpose there should be periodi- 
cal exchange of staff between the executive and the audit 
branches. Finally, even under the present set up the staff 
working in the Internal Audit Department is not subordi- 
nate to any executive officer in the Custom House except- 
ing the Collector and Deputy Collector 1A.C. (Audit). The 
possibility of the staff being transferred to Departments 
under the DC'sJAC's in the Appraising Department should 
not deter them, while in Audit, from performing their 
duties without fear or favour. 

The proposals in brief are: 

(i) to set up a Directorate of Audit as part of a combined 
Directorate of Inspection and Audit for the Customs De- 
partment to be stationed in Delhi; and 

(ii) to continue the present arrangement of keeping the In- 
ternal Audit Department of the Customs under the 
control of the respective Collectors of Customs. 

These proposals have been approved in principle by the Fin- 
ance Minister. Details of stafhg, etc. are being worked 
out and the Directorate of Audit ar envisaged above will 
be set up in due course." 



2.13. Referring to anomalies in the levy of additional duties, the 
Committee asked whether it was not possible to establish a machinery 
by which a uniform practice was followed by the Collectors. The 
Chairman of the Board stated: 

"This sort of exercise is constantly done and so long as the 
Chstoms Department continues to exist i t  will be a conti- 
nuous exercise. In the customs administration whenever 
any new issue arises and after it gets settled, intimations 
are issued to all Collectors which are binding on them. 
But in the realm of import it is not always the same pro- 
duct which comes. Sometimes a different product comes 
or in the mean time a new central excise levy has been 
introduced. Even at the international level the Customs 
Cooperation Council are meeting every year. In this con- 
ference they decide what should be the proper nomencla- 
ture. where a particular item falls. Disputes take place 
even at the international formum and they continuually 
resolve them by meeting every year." 

2.14. The Committee are surprised that in this ease the Custom 
House did net levy countervailing duty on "immersion coolers" and 
"milk receiving and cooling units" on the ground that these units 
being not of storage type were not covered by Tariff item 29A of the 
Central Excise Tariff, and secondly, that these were not imported as 
ready assembled units. These grounds cannot be sustained since the 
description af item 29-A covers all sorts of refrigerators and air-con- 
ditioning machinery. Besides. while it may be that for assessment, 
the units should be ordinarily such as can be offered for sale as ready 
assembled units, it does not necessarily follow that it should always 
be transported in the assembled condition. The Committee are of 
the view that there was hardly any scope for doubt in levying coun- 
tervailing duty. 

2.15. A niore serious aspect of this case is the inordinate delay of 
seven years in taking tbe final decision after Audit had raised its 
objection and called for relevant details. catalogue etc. in July 1967. 
Such information was furnished only in February, 1971, and Audit 
reiterated that countervailing duty under item 29A(l) of the Central 
Excise Tariff was leviabla However, it was only after long delay 
in January 1974, tbat the Conference of Collectors finally decided in 
hvour  of the view taken by Audit. The Committee cannot accept 
the explanation given for this unmnscionable delay, namely, tbat 
tbe Ale bad been misplaced la the Custom House. The Committee 
were, bowever, informed that the Collectorate bas been asked to 
proceed agaist the omcers r e ~ p ~ n s i b l ~  for delaying tbe matter. It 
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is extraordinary, indeed, that it took 4 years to get the papers for- 
warded to Audit and 7 years t~ have the matter placed before the 
Collectorsn Conference. Such default does appear to be egregim 
and the Committee would gravely urge fixation of responsibility fn 
the matter and immediate intimation of action taken on this issue. 

2.16. The Committee are anxious that at  the time of Audit, all 
supporting documents should be made available alongwith the Bills 
of entry. The Committee desire that necessary instructions in this 
regard should be issued by the Central Board of Excise and Cus- 
foms. 

2.17. The Committee also suggest that guidelines should bc laid 
down by the Board regarding the type of cases which should be re- 
ferred to the Collectors' Conference so that the multiplicity of re- 
ferences, not always warranted, cannot be an excuse for Collectors 
avoiding the responsibility of taking prompt and principled decision. 

2.18. In this csse, Internal Audit had not made any observation at 
the time of audit of the bills of entry. Subsequently, while dealing 
with the objection raised by the Customs Revenue Audit Depart- 
ment, Internal Audit expressed the view similar to that held by the 
Collectorate that the milk coolers in quest:on were not of storage 
type and therefore not covered by item 29A of the Central Excise 
Tariff. In their 89th Report (5th Lok Sabha) the Committee (1972- 
73) had recommended that the Internal Audit Department should 
be placed under a separate Director directly under the Board so 
that it could be free from local influence and perform its functions 
without fear or favour. On this point only an interim reply was sent 
to the Committee (1973-74) when they presented the Action Taken 
Report. However, in a reply now furnished to the Committee, the 
Ministry of Finance have intimated that i t  was proposed to set up 
a Directorate of Audit, as a part of a combined Directorate of Ins- 
pection and Audit for the Customs Department to be stationed in 
Delhi, and as far as the field organisation was concerned, to continue 
the present arrangement of keeping the Internal Audit Department 
of the Customs under the control of the respective Collectors of 
Customs. These proposals, it is learnt, have been approved in 
principle by the Minister of Finance. The Central Board of Excise 
and Customs appear to feel that Collectors should not be deprived 
of the services of Internal Audit for exercising their supervisory 
functions. Internal Audit is felt. as it were, to be the eyes and ears 
of the Collector and to take away this vital instrument from his 
control would weaken his functioning considerably. The Director- 
a k  of Audit would, in that case, be responsible for watching the 
o v e ~ a U  performance of the I n t e d  Audit organisation in tho 
Custom ~ o u s e s ,  for examining the staffing position of the audit 



parties, and generally, for giving suitable directions to the Collec- 
tors. The Committee, however, feel that while Government have 
done well in intending to set up a Directorate of Audit, a further 
step should have been taken in the direction of the independence 
of Audit for which the Committee have pleaded earlier. The Cont 
mittee thus would reiterate their earlier recommendation that in 
order to keep the Internal Audit free from all possibility of nar- 
row, local influence and perform its functions truly independently, 
it should be directly placed under the Director of Audit. 

2.19. The Committee had also suggested in their 89th Report 
(5th Lok Sabha) that it should be examined whether the staff 
working in the Internal Audit Department should not be formed 
into a separate cadre with adequate career prospects with the Inter- 
nal Audit Department so that the members working there may 
really feel free to report on tha mistakes found in t4he documents of 
the Custom House. I t  has been stated by the Ministry in their 
reply that it is not possible to set up a separate cadre for auditors 
for the reasons that firstly the cadre would be very small and audi- 
tors may not have reasonable chances of promotion and secondly 
auditors will not have any field experience and will be handicapped 
in their work. 

2.20. The Committee feel that these difficulties are not insur- 
mountable. The Committee had recommended the pattern follow- 
ed by the Railways for the internal check of their transact!ons to 
be adopted for the Customs Department. The Committee suggest 
that this pattern should be carefully studied with a view to adopting 
i t  on the customs side. 



DELAY IN ADJUDICATION AND DISPOSAL OF SEIZED GOODS 

A d i t  Paragraph 
3.1. (i) A test check conducted in July, 1974 in a major Custom 

House relating to disposal of seized goods other than gold, in respect 
of the years 1968 to 1971 disclosed the following position:- 

(a) The progress in the adjudication of these cases was as 
under: - 

Tc tal Cases sdjud'catc d 
No. of Cases nc.t adjudi- hut dispcsal crdtrs 
Cases cztc d nrt passt d 

ofseizure 
-.--- -.---. ------- 
No. Velue NO. Value 

Rs . Rs. 

-- -- - -- - - - -- - - -- -- - -- - - - - - -- - -  - 
3.2. These figures do not include the value of 111 items (11. 37. 

39 and 24 for the four years respectively) as their value was not 
shown in the Master Register. 

(b) The value of seized goods awaiting disposal amounted to 
Rs. 5,91,229. These included sensitive goods under the 
following categories: - 

- - - - - -- -- -- - -- - -- - - - ---- 

C itegcv)' - f g w  ds No. or cases 

Liquor, Cigc-cttcs L tc. . 66 60 56 56 59.610 

Fglreign textile ttc. 3 1 29 40 71 1187,579 

Radia~t  yarn 26 19 4 5 I 2,096 

Electrical goods . 33 33 43 63 4,671 
--- ---- ---- -- - 



3.3. There were 33,17,5 and 29 items under the above four cate- 
gories respectively whose value was not on record. 

(c) The stock taking reports (August, 1974) revealed that in 
a number of cases goods w&e not physically present in 
the shed and the Master Register did not also bear any 
indication of the sale of proceeds thereof having been de- 

- posited to Government account. The number of cases and 
value of such goods totalled 493 and Rs. 99,257 respectively. 

3.4. The Ministry have stated in March, 1975 that as on 1st Feb- 
ruary, 1975 there are 314 cases for the said 4 years which have not 
bzen adjudicated or in which disposal orders have not been passed. 
The total value of goods in these cases is Rs. 2,28,586 excluding the 
value of 37 items which is not shown in the Master Register because 
inventory and valuation are yet to be made in these case in respect 
of seizure made in the past. As per report dated 4th February, 1975 
received by the Ministry from the Collector of. Customs, the value of 
seized goods awaiting disposal amounts to Rs. 1,35,958 including 
Rs. 1,12,191 in respect of goods in the four specified categories. The 
Ministry have stated that in many of these cases and the pendency 
shown in the statement should not be there as they have been mostly 
disposed of but not yet, suitably indicated as such in the 'Master Re- 
gister'. As for the stock taking reports. the Ministry have replied 
that the Collector of Customs has stated that suitable entries are 
being made in the Master Register. 

[Paragraph 12(i) of the Report of C&AG for 1973-74, Union 
Government (Civil) Indirect Taxes] 

Delay in Adjudication of cases relating to seizure of gold 

3.5. A mention has been made in para 11 of the Report of the 
Comptroller and Auditor General of India for 1973-74, Revenue Re- 
ceipts, Vol. I that during the period from January, 1970 to June 1974, 
there were 134 cases of seizure of contraband gold involving a total 
value of Rs. 14,7470,361 excluding the value of 247 bars of gold of 
10 b l a s  and seized in March and October, 1973 which is not known. 
But of these 134 cases, 81 cases had been adjudicated. Of the rest 
in 19 cases adjudication proceedings were still pending and in 34 



cases details of adjudication were not yet known. The year-wise 
breakup of these 19 and 34 cases was as follows:- 

d'udication adjudlcetion 
bcndipg details nc t 

known 

January I970 to March, 1970 . I 2 

April I970 March, 1971 . . . 3 

Penalties were levied in 54 cases ranging from Rs. 200 to Rs. 1000 
in 6 cases, Rs. 1000 to Rs. 10,000 in 25 cases, Rs. 10.000 to Rs. 50,000 
in 19 cases and Rs. 50,000 to Rs. 100,000 in 4 cases. 

3.6. Prosecutions were launched in 47 cases. Of these two resulted 
in acquittalfdischarge, 30 resulted in conviction and 15 were pending. 
The punishments inflicted in cases of conviction were simple im- 
prisonment of one day in 3 cases, rigorous imprisonment from 3 
months to 6 months in 22 cases, rigorous imprisonment from 9 
months hs 18 months in 5 cases, and fines ranging from Rs. 500 to 
Rs. 1000 in 6 cases, Rs. 1000 to Rs. 10.000 in 19 cases and 
Rs. 10,000 to Rs. 70.000 in 5 cases. 

3.7. The Committee desired to know the position of adjudication 
in  134 cases referred to in the audit Paragraph. The Member 
(Customs) stated: 

"The number of cases is 133 and not 134 because one case re- 
peated itself. 26 cases are still pending adjudication. All 
other cases have been adjudicated. Prosecutions have also 
been launched in most of the cases. Where the goods are 
not claimed, there we cannot launch prosecution. In one 
case on account of insullicient evidence, prosecution was 
not issued. About another case, I cannot locate from the 
file whether the prosecution has been launched. There 
are 12 cases in which prosecution is being contemplated." 

3.8. Asked in how many case prosecution had been launched, the 
witness replies: "72 cases". He added: "Goods were unclaimed in 
20 cases. So, there was no person to prosecute. There is only one 



case where due to lack of evidence we-could not prosecute. 26 cases 
are  pending because of adjudication." 

3.9. The Committee desired to know (i) how many of these 72 
cases prosecutions relate to those known to be involved in gold 
smuggling and (ii) why prosecu'tion proceedings were not initiated 
in the remaining 61 cases and (iii) in how many cases convictions 
had been obtained. In a written reply, the Ministry of Finance 
(Department of Revenue and Insurance) stated: - 

"Several of the persons prosecuted are on the intelligence 
records of the Department, The prosecutions are however, 
launched with reference to the facts of the case detected. 
In 61 cases where prosecution is not yet launched, in 20 
cases the gold was unclaimed. In 26 cases the adjudica- 
tion proceedings were pending and in one case the appeal 
was pending before the Board. Normally prosecution is 
launched after the departmental proceedings are over. In 
12 cases the case files were then being examined with a 
view to launching prosecution: In one case the evidence 
was found to be insufficient and in another case the value 
of the gold seized was found to be too small (Rs. 2000). 
Out of 72 cases wherein prosecution was launched in 30 
cases conviction was obtained and the rest were pending 
in various courts." 

3.10. Asked if any change in law was necessary to reduce delay 
in disposal of seizure cases, the Member (Chtoms) stated:- 

"From the esecutive side, we ourselves have felt that it would 
bc much better if we had some system by which we need 
not give them so much of an opportunity." 

3.11. Asked if the matter had been taken up for esamination, the 
witness stated:- 

"The position is somewhat like this. If we do not give the full 
opportunitv, then there will be violation of the principle 
of natural justice. On that, they would go in writ under 
article 226 of the Constitution. Therefore, we are con- 
sidering the question whether we should take out the writ 
jurisdiction in some of these cases." 

3.12. The Finance Secretary stated: 

"Here. we would like to have the support of the Committee to 
help us. I would respectfully submit that merely chang- 
ing the law by itself will not be adequate. The machinery 
has also to be strengthened. Except in places where there 



are separate collectorates ob Customs, as for example in 
Bombay, Calcutta and Madras, the Central Excise Depart- 
ment is also responsible for other prwisions. I am afraid, 
the entire Customs and Central Excise organisations are 
overextended. There is a lot of money to be collected. 
In fact, the a n t r a l  Excises are of the order of Rs. 3500 
crores. Various factories have to 6e suyervised. There 
is also the question of preventing smuggling. Perhaps, 
some of the delay in adjudication proceedings arises out of 
the fact that senior officers are not able to devote as much 
time and attention as they would like to do because they 
have got a lot of other work also. Therefore, if this aspect 
could be looked into, it might help my colleagues on the 
Expenditure side to sanction these posts." 

3.13. Asked whether a time-limit had been fixed fbr the disposal 
of cases, the Chairman of the Boar3 stated: "There is a time-limit for 
issue of show cause notice. For adjudication there is no time-limit." 

The witness added: 

"If time-limit is statutorily imposed on the completion of ad- 
judication, it may result in all types of things. Where the 
investigations are really complicated, it does take a lot of 
time. Then there are various tactics which are adopted 
by the clients and their lawyers. One result wmld be that 
if things are not making headway, one way or  the other 
officers would dispose of the cases and would confiscate 
the goods to be on the safe side. My apprehen3ion is that 
this may not entirely result in a process which would flow 
from objective assessment and adjudication. It may some- 
what detract from that. I would certainly endorse that 
amongst ourselves. departmentally, we must indicate that 
except for really complicated cases, the cases must be fina- 
lised and adjudicated within a reasonable time." 

3.14. Asked about the time given in the show cause notice, the 
Chairman, of the Board stated two weeks were given but the parties 
asked for extension also. Asked whether it was not necessary to 
make suitable provisions in the law to guard against dilatory tactics 
adopted by the parties, the witness stated: - 

"Some of the cases are not complicated, but merely by going 
through the list. we would not be able to know the com- 
plexity of the case. Where you w i ~ h  to confiscate the gold* 
there is no contest. The contest comes, where whether 
the person involved is in the act of smuggung or not ha8 



to be decided. Where the man seems to be a part of the 
ring, and we are ourselves interested in finding that out 
not from the point of view bf confiscation. but imposition 
of personal penalties or prosecution of the persons, con- 
cerned, or if it is a conspiracy case, the invzstigation has 
to go on over a period of time. If you have a time limit 
I do not know, whether i t  will work to our advantage." 

3.15. Thc witness expressed thz view that "strict departmental 
enforcement should be there, so that they could deal with the case 
suitably." 

The Finance Secretary added:- 

"I think, it is the unanimous view at least on our side that 
there should be the minimum delay in adjudicating cases. 
but I would submit most respectfully that this js a matter 
which may not be susceptible of legislation and that legis- 
lative measures by themselves may not be the right 
answer.'' 

"If a time limit were to be imposed, sometimes it may op2rate 
very harshly and in every case if may not be possible to 
do justice to the case as one would like to bzcause the 
person adjudicating would be up against the time limit 
and in that process he may do it in a slipshod slap-dash 
manner. You might recall this committee was concerned 
with the BOAC cas? with all its complications. One can 
hardly think that a reasonable time limit in that case 
would be operative or in a n  comparable case. So. I 
\vould respectfully cubm't that this matter be best left 
to the administrsti\.e check and inspection and continu- 
ous supervision and gu~dance. Side by side. the Depart- 
ment itself has to be strengthened and given the 
necessary where-withal for discharging the functions with 
which it has b w n  entrusted. in a speed?. and efficient 
manner." 

3.16. Asked what in his opinion would be a reasonable time-llmlt 
for finishing such cases. the Finance Secretary stated:-- 

"Any such directive would have to be hedged in with all sorts 
of exceptions and really the best way of doing i t  is for the 
people to go round and inspect the various customs Houses 
and find out if there has been delay or not." 

3.17. Asked whether that procedure was not adopted earlier, the 
Finance Secretary replied: "Not on the scale we would like." 
538 LS--4 . 



3.18. Asked to define hard cases, the Chairman of the Board 
stated: "Suppose the accused is really ill and something like that 
and he has not been able to gut in his defence within the time limit, 
then the time limit would act as a hardship to him.". The witness 
added: .. . . $ 5 ,  

"Here I must isolate outright smuggling cases Srom other types 
of cases, whose percentage also is not very small. I am 
talking particularly of the trade cases. But smuggling is 
entirely on a different footing. If w: catch red-handed 
various types of goods. nobody is going to set up a defence 
that they are not smuggling. There the question arises 
as to who are the p2ople involved and investigation starts 
there. But with regard to import and export of goods, 
through regular trade channels, it is not so much a questim 
of what is the licence entry, what is the interpretation and 
what was the intention when that licence was issued. All 
these things become important and there at least it is the 
experience of all Collectors of Customs that in many cases 
they have arguable cas-.s and in many others there are 
swindlers also." 

3.19. Asked if the Department was acting ruthlesslv in dealing 
with smugglers, the Chairman of the Board replied in the affirmative. 
The Committee then asked in what manner this idea was translated 
into practice. The Chairman of the Board stated: "Within the four 
walls oE the law. But the latest interest we are showing is that when 
we do not have evidencz but if we can club it with intelligence and 
other anti-national activities. we are putting them under preventive 
detention." 

3.20. The Committee asked what action apart from what had been 
done recently. was taken to quicken the w.holc process of adjudica- 
tion. the Chairman of the Board stated:- 

"That is a very big question. There our jurisprudence plays 
some part. Then there is the question of natural justice, 
right or wrong and we are guided by those things." 

The witness added : 

"Our duties are sometimes quasi-judicial and when an offlcer 
is acting in his quasi-judicial capacity, he cannot get rid of 
that idea. In fact in Customs in many cases we have to 
function like revenue courts." 



3.21. Asked whether in that case it was not correct to  assume that 
there was law's delay even in case of smugglers, the witness replied: 

"Here the question arises as to who books the original case. 
I t  cannot be an officer of a very high rank who is patrolling 
the areas. I t  is like the Police Departmznt. For instance, 
an officer of the rank of the Preventive Office;. or an Ins- 
pector of Central Excise makes the s3zure. The entire 
Department is not there to go only by his judgement as 
to what is smuggling and what is not smuggling. There- 
fore. it has to come upto a level of. the officx entitled to 
adjudicate that case and bring to bear upon the case some 
objectivity and then dispose it of. But I do admit that 
this process should be expedit2d." 

3.22. The Committee asked whether the Board had any machinery 
to keep a watch over the  disposal of adjudication cases. The Chair- . 

man of th?  Board stated:- 

"If we get these adjudication reports day to day from all over 
the country. there will be so much material lving here. 
But statements in regard to thy number of s - i ~ u r e s  and 
their value are kept by our Statistics Branch. r n r  chasing 
purpo5es we have our Directorate of Inspect~on which 
undertakes periodical visits to th. field. The Board Mem- 
bers also look into it when they go out. The 1,)cal head 
of the department is req~ri-ed to keep track. of these things. 

3.23. The C o m m i t t ? ~  asked whv in case of seized gold prompt 
action was not taken to prosecute ti:e persons. The Chairman of the 
Board stated: - 

"If the gold seized is smuggled wi th  fortxiq'~ nl r .4i -75 there 
is not a single case w h x e  it is not confiscates. Also. if 
the man is available either as a carrier or othcmvise, he 
is prosecuted and penalty imposed. Now, the work is in 
full swing and quite a lot of our officers are engaged in it. 
During the last one and n half years there has been tre- 
mendous activity in the anti-smuggling field Over 100 
writ petitions are pending before courts which :)!so takes 
a lot of time of our officers. You have to view this state- 
ment in that background. Of course. when the :?old has 
foreign markings, it is immediately confiscated and penalty 
is imposed if tho man is caught." 

3.24. Asked if confiscation is not automatic in case of gold with 
foreign markings, the witness replied: "Before confisca!ion is re- 



sorted to, the Act requires 'that a show cause notice has pot to be 
issued and the party's reply has to be awaited." 

3.25. Asked whether this was not a lacuna in the law. the Chair- 
man of the Board stated:- 

"This is ordinary jurisprudence that anybody whom you are 
charging should be given an opportunity to ex~la in .  You 
tell him that you have seized gold f,rom him. He ia 
defence may say that it was not on him. that it was actually 
that of somebody else and for that he will produce em- 
dence :\. that he sees that he is personally invnlved." 

3.26. Explaining the reasons for delay in the disposal of cases, the 
witness stated: "We have to follow the usual procedure of issuing 
show cause notice etc. and then have adjudication. There are delays. 
I do not deny that." 

3.27. Referring to the delay in finalisation of cases by courts, the 
Finance Secretary stated: 

"The laws delays have been proverbial. I t  is primarily for 
this reason that we have been taking up the matter with 
the Home Ministry. and it is proposed to set up special 
courts in order to try these particular offences. We shall 
try and see that it is expedited. Considerable progress 
has already been made, and a decision has been taken i n  
principle to set up special courts." 

Delay in adjudication of cases of seizure of Goods (other t h w  gold). 

3.28. According to the audit para during the years 1968 to 1971 
out of the total number of cases of seizures. 178 cases had not been 
adjudicated and 186 had been adjudicated but disposal orders had 
not been passed. 

The Committee desired to know the latest position of 364 cases 
referred to in the Audit Paragraph. which had not been adjudicated 
or in which disposal orders had not been passed. The Member 
(Customs) gave the following information during evidence: - 
. - - - -  - -- -- - 

Nn. of cases 
Kc.. of caw-\ ~diudicatcd 

Ycar not hut dtspmal 
adrudicatrd orders not 

prssr d - - -  ------ -- - 
J!m - 



3.29. The Committee also desired to be furnished with a state 
ment showing the total number of seizures of goods other than gold 
made by all the Customs Houses during the later years i.e. 1972, 1973 
and 1974 and the progress made in adjudication and passing of dis- 
posal orders. The Ministry of Finance (Deptt. of Revenue & Insur- 
ance) furnished the following* information: - 

Year 

No. of cases 
No. of cases where 

No. of adjudicated disposal 
Seizures as on orders passed 

30-9-75 on 30-8-75 

. \ '~it.  :-I! cxclud.;s information ptrtair isg ro Collectors of Custcms Bombay and 
Co:hin c C mual Excise Wing), Collector of Central Excise Hyderabad 
and p m  of 12hm-dahad Collectoratc. 

3.30. The Ministry of Finance (Department of Revenue and Insur- 
ance) furnished the follawing* statement indicating the value of 
goods other than gold seized during the period 1969-70 to 1973-74. 
which are pend'ing disposal as on 31-3-74 in respect of seven forma- 
tions: 

Value of pods  
orht r than gold 
s( izcd during the 
1 a i i d  1969-70 to 
1973-74 which 

pending 
it~sposalas an 

31-3-1974 

4. C.1llcctor of Central Excise. Ntigpur . S,6j;.&.+.c0 

*Not vetted by Audit. 



Procedure for accountal of confiscated Goods and their disposal 

3.31. The Committee desired to know (i) the present procedure 
for accountal of (a) confiscated (seized) goods and (b) abandoned 
goods right from the stage they come into Customs hands and (ii) 
the stages that are passed through between the seizure of goods and 
their final disposal. In a written *reply, the Ministry of Finance 
(Department of Revenue and Insurance) stated: - 

"All the confiscated (Seized) Iabondoned goods are received 
in the Warehouse under the cover of a prescribed form 
with seals intact and are entered in the Warehouse regis- 
ter. The seizing officer prepares inventory of goods in 
triplicate and obtains receipt from the Officer-in-Charge 
of Godown. The Godown Officer enters the goods in the 
register and marks the packages with the serial No. of 
the entry in the register and stocks them separately. The 
goods are received by the Godown-in-charge on compar- 
ing and checking full description and quantity. Entries 
are forthwith made in the register giving details and full 
account of the gcods-and quantities, quality and value. 
Movement of packages are duly recorded in the Ware- 
house register, as and when they are required for purpose 
of adjudication, court hearings etc. as and when the goods 
are released to the parties. or are disposed of. entries in 
the Warehouse register are clo ed. The sale proceeds are 
deposited in the Custom House Treasury for crediting to 
the Government. The sale proceeds a:e entered In the 
register. These entries in the Warehouse register are 
subsequently audited. 

The stages that are passed through between the seizure of gmds 
and their final disposal are as under:- 

(i) Seizure of goods. 

(ii) Issue of show cause notice to the owner of the goods after 
defention/seizure. 

(iii) grant of personal hearing if asked for, to the owners of 
the offending goods. 

(iv) adjudication, taking into consideration the various argu- 
ments adduced. 

(v) decision of the appeal, if any, preferred by the owner 
against the decision at the original stage. 

- ----- - - 
*Not vetted by Audit. 



(vi) disposal of the revision application, if any, against the 
order-in-appeal. 

(vii) completion of court proceedings, if any. 

The typical procedure, as followed in a major Custom House, is 
that the following noteslentries are made in the tor,-esponding 
register. 

After adjudication, copy of the adjudication order is received by 
the shed and the orders of adjudication are briefly entered in the 
Master Register. The dealing unit thereafter sends the file with 
the disposal or release order as the case may be and these orders are 
noted in the Master Register. After sale or release suitable entries 
are made and initialled by the preventive officer or the Inspector. 

The file is dealt with for the purpose of investigation prior to 
issue of show cause notice followed by adjudication. In case of 
appeallrevision petition the file moves to appeal units of the Custom 
House and the BoardiGovernment of India at New Delhi. In cases 
of prosecutions and court cases the file has to go to the legal section 
a t  the due stages. The file goes to Reward Unit for grant of reward 
if due. For part releases at each stage from adjudication, the file 
goes to the sales shed and returns to the adjudication unit." 

3.32. The Committee wished to know the action taken pursuant to 
the recommendations of the Committee contained in paragraph 2.108 
cf their 44th Report (3rd LS) that the cor:ect accounting procedure 
should be followed to avoid malpractices. In their written *reply, 
the Ministry of Finance (Department of Revenue and Insurance) 
stated: - 

"The Directorate of Inspection. Customs and Central Excise 
were specially directed to keep a close watch on the pro- 
cedures and carry out inspections in this regard, and sub- 
mit periodical reports, which they are doing." 

Delay in disposal of confiscated goods 

3.33. The Committee asked about the action taken to eliminate 
delays in disposal of confiscated goods. In their written 'reply, the 
Ministry of Finance (Department of Revenue and Insurance) 
stated: 

The following steps have been taken to eliminate the delays: - 
1. Frequency of auctions have been increased. -- - - ----- .-A --- 

*Not vetted by Audit. 



2. Part  adjudications and early disposal of unclaimed goods 
are resorted to. 

3. In caves where chances of acceptance of Appeals and Revi- 
sion Petitions are remote, in certain type of cases gaods 
are being disposed of after the confiscation of goods, if the 
goods have been ordered to be confiscated absolutely. 

4. Court permission is also being sought for sale of the goods 
in prosecution cases. 

5. The Director of Inspection. Customi and Central Excise 
has also been directed to keep a close watch to the 
disposals. 

6. Perishable gaocis are disposed of immediately. 
7. Instructions have been issued from time to time for the ex- 

peditious disposal of confi~cated goods." 

3.34. The Committee asked whether the  prmedure followed for 
immediate disposal of perishable goods could not be adopted for 
other gaods also. In their written *reply, the Ministrv of Finance 
(Department of Revenue and Insurance) stated: 

"Normally, goods seized or confiscated should not be disposed 
of until all the processes of adjudications, appeal and revi- 
sion petition have been completed. However, in the 
following types of cases the confiscated goods may be dis- 
posed of observing the prescribed formalities and after 
due intimation to the party of t he  date. time and manner 
of sale: 

( i )  Whew goods are likely to deteriorate or perish. 

(1;) Where the recurring cast of upkeep is disproportionately 
high. e.g. in the case of animals. 

( i ~ i )  Where arrangments for storage cannot be provided 
except at  disproport~onately high cost, rs.g.. dangerous 
goods. 

W h ~ l e  the Mlnistry 1s constantly endeavouring to have dis- 
posal of confiscated goods expedited it would be inappm- 
priate to allow sale of confiscated goods where appeals/ 
revision pet~tions or court cases are pending as it would 
lead to various complications if the i n ~ t ~ a l  order of confis- 
cation is set aside in appeal, revision. or by way of court's 
order. The question 1s. however. under consideration whe- - --- _ I _ _ _ _ I  _-- * -f -.------ 

*Not vetted by Audit. 



ther legal powers may be taken for disposal of confiscated 
goods in certain types of cases even before disposal of 
appeals etc." 

Valuation of seized goods 

3.35. The Committee wished to konw (a) the system of valuation 
of goods a t  the time of seizures and a t  the time of disposal. (b) 
whether other Collectorates/Customs Houses were consulted in the 
matter and (c) whether there were cases in the same Custom House 
of different valuation being adopted for identical goods. 

In a written "reply. the Ministry of Finance (Department of 
Rcvenuc and Insurance) stated: - 

"(a)  In the case of goods seized the normal procedure is to 
ascertain the wholesale market value of the goods. 

At the time of disposal of goods through auction the Customs 
authorities will fix the fair price of goods ripe for disposal 
after giving due consideration to the size of consignment, 
condition of the goods. type of packing etc. The retail 
prices of such articles mag therefore be fixeri by amduct- 
ing market enquiries to ascertain the price at which 
goods of like kind. quality. shape. design. etc. are avail- 
able in the retail market and deducting therefrom a 
'discount' representing the compensation for the buyer 
in the retail shops for ( i )  absence of guarantee regarding 
quality, workmanship and the like ( i i )  lack of provision 
or after sale-service facilities and (iii) the fact that the 
goods may not always be in their original packing and 
condition. 

(b) Na other Coll~.ctorates/Custon~s Houses need not be 
nwessarlly consulted in the matter. Hourever. it was bra- 
ught to the notice of the Board that for identical goods 
there artb wide variations in prices fixed by different Col- 
lcctarates. Instructions were, therefore. issued to the 
Collectors to furnish reports/lists of prices fixed by them 
for all consumer goods of well-known make to the Direc- 
tarate of Inspection for analysis. The Directorate of Ins- 
pection was directed to analyse these reports and bring 
to thc notice of concerxled Collectorates if any wide sari- 
ations in prices fixed by them are  noticed. When such 

_. . Y_.-____.l__l- 1 .  - - ---- - -- 
*Not vetted by Audit. 



disparities were brought to their notice the concerned 
Collectors were required to make fresh market enquiries 
to check whether the prices fixed earlier need any revision. 

The above order was modified in 1971 to the effect that Col- 
lector of Customs (Preventive), Bombay should select 
a limited number of items with their brands in which 
seizures are the largest and prepare a Ust of prices for 
these articles fixed by him for sale to National Co-opera- 
tive Consumers Federation. A copy of this price list should 
be sent to the Directorate as well as to all the Collectors 
of Customs and Collectors of Central Excise, so that the 
Collectors could compare their prices with thme fixed at 
Bombay and initiate investigations, where there are large 
variations in prices. for bringing about uniformity to the 
extent possible. 

(c) The Ministry have not been able to lay their hands read- 
ily on any papers regarding cases where in the same Cus- 
tom House different valuation has been adopted for iden- 
tical goods." 

Sale of Confiscated goods 

3.36. The Committee enquired about the correctness of the reports 
that the confiscated goods sold through Super Bazars and Coopera- 
tives find their way to private retailers. The Member of the Board 
stated: - d . .: 

"In 1950, the position was that the smuggled goods, after con- 
fiscation, used to be sold by auction. When we found that 
the smugglers were using the cover of these salts receipts 
and were selling under that cover, we stopped that prac- 
tice of auctioning these goods in early 1960. After that, the 
system has been that we like to sell these goods to the 
consumers directly. Now in the case of the various con- 
sumer articles, unless one has a very elaborate sale or'@- 
nisation and the shops in all the places, and also having 
regard to the Government's policy of fostering the co- 
operative movement, which is responsible for sale of these 
articles which are  in short supply and other things like 
standard cloth, i t  would be difRcult to do it. So, the 
Government adopted this system of sale through the ~ 0 -  
operative societies. 



What you have mentioned, that from these co-operative 
societies and Supper Bazars, seized goods were being 
taken back to Mohta Market, etc. is not true. The reasons 
for that are not too far to seek. We used to give discount of 
25 per cent to thc co-operative societies out of which the 
Federation will have to bear certain expenses and the 
State unit will have to incur certain expenses and the ex- 
penses of the retail shops were about 4 per cent. So this 
25 per cent discount was not too high and that was on the 
prevailing prices in the smugglers' market. Therefore, 
once the co-operative societies were selling them on the 
same prices or even somewhat higher prices, there was 
no scope for anybody to purchase these goods and then 
take them to the Mohta Market. 

3.37. Asked if it was proposed to discontinue the practice of sel- 
ling the confiscated goads through the co-operatives societies. The 
Member of the Board stated: - 

"The problem we had faced was that some units in the c+ 
operative societies were misusing this practice, and, there- 
fore, we wrote to the co-operative department and they 
had taken action against those cooperative societies. The 
question is what method of sale we should adopt." 

"It has been modified now. The sales are being permitted 
only in those cities where even otherwise smuggled goods 
were available for sale. Now, the Finance Minister is 
himself engaged in looking into as to whether these sales 
should continue and the Chairman has pointed out that 
the whole thing is engaging his a t t e n t h  afresh." 

3.38. The Committee asked whether anything could be done to 
check demand for foreign goods. The Chairman of the Board 
stated:- 

''This is a very vital question. Decisions are taken in the 
Finance Ministry. There are no two opinions about that 
that this activity goes on because there is demand. Whe- 
there we call it respectability or whatever it is. the net 
result is that there is demand for it and people like to 
buy it openly. They try to show off. 

Take Scotch Whisky. In a casmopolitan place like Bombay 
this was available; now they are groaning that it is not 

available. That is also a fact. 



If a climate against these goods is created, i t  would tremen- 
dously help us." 

The Member of the Board stated:- 

"There was a time when years back transistor radios used 
to be smuggled in large quantities but as we started 
making good tmnsistmr radios, h a r d y  any transistor 
radio is smuggled. The same thing has happened in the 
case of stainless steel blades. One time large quantities 
of Gillette blades used to be smuggled. NOW when 
good blades like Topaz have started coming, blades 
smuggling has come down. The whole smuggling is 
concentrated on the synthetics. Another item where 
there is large-scale smuggling is watches. I do not 
know whether you would say i f  a watch is a necessity 
or a luxury or an article which is midway between. 
Our demands for watches is supposed to be : ~ f  t h e  order 
of 30 lakhs a yes]. whereas we hardly produce 5 lakh 
watches a year. 

These are factors. I think. which have necessarilv got to be 
taken into account in any overall planning to combat 
smuggling because my own conviction is that apart 
from police measures whether it is custom or whatever 
it is, you have got necessa~ily to tackle the genuine 
needs, though one may not go to the extent of saying 
that there is need for scotch whisky to be imported." 

3.39. Asked if the question of re-exporting the smuggled goods 
had been considered. the Chairman of the Board sta.ted:-- 

"These questions have been carefully considered by the 
Finance Min~ster himself who is extremely anxious to 
find a solution to this problem. He has been going per- 
sonally into these questions. You have very clear'ly stat- 
ed that there is a tremendous amount of craze for these 
goods. I can say 30-40 per cent of 1ndir.n goods arc sold 
under foreign labels as  smuggled goods. People are crazy 
about something foreign. 

So far as sending them abroad is concerned, take for example. 
watches. From the time they a1.e seized to the time they 
are ripe for disposal, there is a certain timelag. Nobody 
1s going to buy a. watch which has been detained for two 
years. We attempted i t  and did not succeed. Nobody 
can give a guarantee." 



"Similarly with regard to textiles, we find that the goods 
imported are mostly tailor-made for this market. They 
are mostly in the nature of saris. We thought of dispos- 
ing i t  in other markets. We contacted STC to see if they 
could come to our rescue. They said things cannot h a p  
pen like that. For one thing, there must be demand. Then 
you should be able to keep a steady market, feedhe the 
market. Otherwise, nobody will look at these things. 
There also we have not succeeded. Where we ha\.e suc- 
ceeded is in the sale of very huge stocks of foreign liquor. 
Many of the big hotels who have got import licences for 
foreign liquor are :being supplied with the confiscated 
stocks r.nd we are debiting those licences to that extent 
so that foreign exchange is not spent by them on the 
imports." 

3.40. The Committee wanted a statement indicating the final 
decision, arrived at regarding disposal of confiscated goods. In a 
note.* the Ministry of Finance intimated, inter aha: 

''As had been slated during evidence. the system of sale of 
confiscz.ted goods through Cooperative Societies hitherto 
in vogue had been under review of the Government. In 
August. 1975 instructions were issued to all the Collectors. 
o f  Customs and Central Excise that confiscated watches 
map be sold to thc Armed Forces, CRP, BSF and Para- 
Military Forces in  the first instance upto their full re- 
quirements and if any watr.hes are left over they mav be 
sold to the NCCF. Police Canteens and the Home Minis- 
try Cooper:.tive Society. Calculating machines should be 
sold to Guvernment offices in the first instsnce atld also 
tn the Universities ctc.  Similarly. Electronic goods should 
be sold to Schools. Universities. Government offices etc.. 
in the first instance and if not taken up by them sold ti) 
the NCCF and other (qanisations. 

2. Regarding rontiscated textileslfibrics the Collectors ucre  
directed in October. 1975 to dispose of them in accor'dance 
with the existrng orders after escalating the prices by 
50 per cent over the price fixed for similar goods prior 
to June, 1975 provided that the price refixed should not 
be more than 90 pet4 cent of the prices crf sinul:,r y o d s  
manufactured in Indi-t. The pri-es arc  hem^ furt;lrr re- 
viewed. 

- ________-__.  - -  _ - - - - -  _ - - . - -  - - --- -- - - - -. 
*Not vetted by Audit. 



3. The question of export of confiscated textiles thmugh State 
Trading Corporation is being pursued." 

Stock taking of Confiscated Goods 

3.41. When the Committee drew attention bo the statement in  
the Audit Paragraph that the stock taking reports (August, 1974) 
had revealed thrd in 493 cases goods (valuing Rs. 93,257) were not 
physically present in the shed and the Master Register did not also 
bear any indication of the sale proceeds thereof having been de- 
posited to the Government account, the Member (Customs) stated:- 

"Various items had already been disposed of. But the vou- 
chers were not available. They h-d not enter'ed them 
up  in the book due to rush of work. Subsequently all of 
them have been entered in these books." 

382. The witness said further:- 

'There was some delay in entering the vou hers ag-linst the 
respective entries in the books. We have a system of 
pooling items. One particular item i l  the main Register, 
for instance, may consist of four o:. five different des- 
cription of items. There muld be 3 tape-recorder and in 
the s-me box there could have becq a radio; thtbrc could 
have been a saree. Now, the pro-edurc is this. In order 
ta get the best price, what is being done is, the sarees 
a@ being segreqated and s d d .  So. iv  this way, it is not 
entered a t  that stage, but sutxequently they have entered 
them up in these books." 

"This they should not have kept open for such a long period 
and I may point out that the officers concerned have been 
suitably dealt with." 

3.43. On the CommiUee asking wh?ther s!ock-taking of the goods 
lying in the godawn of Customs had been completed, the Member 
(Customs) stated: - 

"Stock-taking has been done for Bombay in the case of valu- 
ables, and for other than valuables T am told that the 
stock-taking has been completed recently. Rut I have to 
verify this. I think in Madras it must have been done 
because the Customs House is a small one there and 
generally the papers are kept in order a t  Madras." 

3.44. Asked about the periodicity of stock-taking the witness 
state: "Pre would like that it should be done every six months under 
the orders of the senior officers." 



3.45. The Committee wished to know the results of stock verifi- 
cation in respect of different Custom Houses. In a written *reply, 
the Ministry of Finance (Department of Revenue and Insurance) 
stated: - 

"Information received from the collectors of Customs and 
Central Excise in this regard 'indicate that stock verifica- 
tion of goods stored in customs Warehouses has been done 
by offlcers nominated by the Collectors concerned. Ex- 
cept in the case of the Collectorate of Customs, Calcutta 
and the CIollectorate of Central Excise, Delhi, the officers 
verifying the stock did not find any discrepencies/varia- 
tions etc." 

In respect of the Customs Warehouse a t  Calcutta, in his report 
the Inspector conducting stock verification of the Sales 
Shed in 1973 showed a number of old lots as "Not Found". 
On further orders the Inspector paid special attention to 
these lots and then reported that disposal of some of the 
lots was partly entered in Master Register. I t  was, there- 
fore, ordered that the work of backing up of these records 
after scrutiny from old recards should be taken up on 
priority basis by special disposal Cell. The work is in 
progress. A few cases of opened or damaged packages 
were also reported in the stock taking rcport of 1973 for 
(Calcutta Custom Warehouse) but after scrutiny, the 
goods were found to agree with the corresponding entries 
in the Master Register and relevant files. 

So far as the Collectotate of Central Excise, Delhi is concern- 
ed, stock verification conducted has revealed that there is 
no discrepency at Head-quarters and warehouse at Palam. 
However, at Air-cargo gadown at Palam 4 cases of 1974 
and 1975 were referred to Police. 3 cases are still under 
investigation and one case has been filed as untraced. 
&me consignments remain to be located but some pack- 
ages were also found which have to be correlated. 

Information in respect of the Cojlector of Central Escise 
Allahabad will follow as some clarification is pet !o be 
received from him." 

3.46. The Committer enquired whether any correlation was 
maintained and reconciliation cffected periodically between the en- 
- ---...--.------ ---- . -- - ---.- 

'Not vetted by Audit. 



tries in Master Sheet, inventory register and cash memos of dispos- 
ed go@, and also how the book balances were arrived at, a t  any 
point of time, if there was no such proper correlation and reconcilia- 
tion. In a written *reply, the Ministry of Finance (Department o,f 
Revenue and Insurance) stated: - 

"The reports received from the Collectors oi  Customs and 
Central Excise in this regard have revealed that generally 
correlation is maintained between the registers maintain- 
ed for recording seizures and disposal of confiscated goods. 
The procedures followed. however. do not hppear to be 
uniform. Instructions have been issucd to ensure uni- 
formity in this regard." 

D i s ~ s a l  of .rehiicles lying with Czlstont House, Dellti 

3.47. During his visit to the Delhi Custon~s House. the Chairman. 
Public Accounts Committee noticed a large number of seized vehi- 
cles exposed to the vagaries of weather and also learnt that there 
was delay in their disposal. Similar situation was discovered by the 
Study Group of the Public Accounts Committee during their visits 
to Calcutta and Madras Custam Houses. 

3.48. When the attention of the Chairman vf the Board was 
drawn to the position obtaining in Delhi he stated during cvi- 
dence: - 

''For the cars that are lying there. the PWD is trying to put up 
some sort of a shed. But i f  I may humbly submit, even 
our cars bought with our own hard earned money w e  in  
the open and have no shelters a t  all. I f  i1 confiscated car 
lies exposed to the elements that by itself may not mean 
very much. There are no, garaglng spaces for all of them. 
None-the-less I hope the PWD w ~ l l  obli:;c uh with some 
space. " 

The Finance Scc~e ta ry  stated 

"It appears that the proposal for a car shed for the customs 
house was started way back in 1970. You will recall 
that we have been passinq through a very severe linan- 
cia1 crisis and there was a ban imposed on the construc- 
tion of buildings. Besides the Committee mav also l i b  
to consider the relative advantages and priorities of con- 
structing a shed for his purpose and providing nccotnmo- 

-- - . - . _ _-_ _. _ . ._ __ - 
'Not vetted by Audit. 



dation for oBcers and people. Our resources are limited. 
I hape this aspect would be considered by the Com- 
mittee." 

3.49. The Ministry of Finance (Department of Revenue and In- 
surance) later furnished a statement indicating the position of un- 
disposed vehicles in B l h i  Customs House as on 29-8-1975, as 
follows: - 

No. of vehicles - 
(1) Surrendered vehicles . . r2 

(2) Vehicles kegt for safe custody . . . 1 4 

(3) Seized vehicles 26 

(4) V h - l e  Ptnd nx clearance on p~ym-nt of duty and n-c . . 5 

3.50. The Committee asked whether the State Trading Corpora- 
tion could not take over the disposal of confiscated cars. The 
Member (Customs) stated:- 

"Point was made by the Public Accounts Committee some- 
time ago and the Matter was gone into and we find that 
the STC would not be inclined to take cars of the kind 
we sell because of their conditions and we have to conti- 
nue with this problem." 

3.51. The Audit Paragraph refers to 133 cases of seizure of contra- 
band gold pertaining to the period from January 1970 to June 1974 
involving a total value of Rs. 14.74 crores. According to the informa- 
tion furnished by the Ministry, in 72 of the cases prosecution had 
been launched, in 12 cases prosecution was under consideration, 26 
cases were pending adjudication and in 20 cases goods remained un- 
claimed. Out of 72 cases in whkh pmecutkm was launched 30 cases 
bad resulted in conviction, two in acquittal, while the remaining 
eases are still pending in the courts. The Committee are surprised 
that in as many as 12 cases of import of contraband gold the question 
of launching prosecution was still under comideratioa. Seinve of 
gold sbould invariably be followed by vaay prompt action, for delay 
defeats the very purpose of the law. The cases pending with the 
Courts should be vigorously pursued, and a report sent forthwith to 
tbe Committee. 



3.53. The Committee understand that tbe delay in adjudication is 
to some ettent due to the legal process required to be folkwed and 
that sometimes the position is aggravated by the dilatory tactics ad- 
opted by the parties concerned. The Ministry is not in favour of any 
time limit, hewevet, reasonable, being fixed for finalisation of adjudi- 
cation as tha$ might. in its view, resdt  in the cases being decided 
in slip shod manner. 

3.54. Tbe Committee asked whether any change in law was felt 
necessary to reduce delay in adjudication. The Board explained that 
it would be salutary if there was some system by which the parties 
could be precluded from having as much opportunity as they have 
a t  present to delay proceedings. If, however, full opportunity was 
not given writ petitions might be filed under Article 226 of the Con- 
stitution. In such circumstances, the Board was examining how the 
writ jurisdiction in some of these cases could be taken away. Tbe 
Committee expect that this examination will be expedited and the  
results made known. I t  is particularly urgent that the law's delays 
should be eliminated at least in adjudication of cases relating to 
=aggling. 

3.55. While conceding that the delay in adjudication should be 
minimised, the Ministry appeared to be of the view that this matter 
should rather be left to heightened administrative chcck and inspec- 
tion. I t  was e q m t e d  that with a strengthened staff work could be 
done more spe%djlg and efficiently. The Ministry also intimated that 
one reason for delay in adjudication proceedings was that senior offi- 
cers were mder  severe pressure and could not devote as much time 
and atteotion as was needed. 

This does not appeal to the Committee to be an insurmountable 
difIicults. Pending a radical solution of the problem, tbese matters 
s a d  be intdligemtly tackled and the Central Board of Excise and 
Custamr sbodd step up scrutiny at pendig cases tmd ensure quick 
dbpad gince anly a proportion of it have peculiar complicationar. 

3.56. Tbe Committee have learnt that in order to avoid delays in 
courts, Y brr been 'Mded in principle to establish special courts for 
trial & curtam offences. The Committee welcome the idea and urge 
that speedy actioo is taken in this matter. 



3.57. Tne Cmqi t tqp  a q  giravdy copeerPed *st the uconsESon- 
able Belay hq adfudicador~ of of s r e i z ~  qf: (atha tban 
#@Id) fn v a * ~  Cob$~rgtes  of CUsbrps apg CsgW bcCse. To ar;Lve 
an -ample of the position, the Audit Parapaph hg;4 m h t e d  ont tbat 
in Ca1cutt.a Custom Youse qlonp in July 1974, opt of 3,482 cases of 
seizures pertaiming to thQ years 1968, 1!t& 1970 and 1911, 3#4 cases 
were still pending. As on Ist Febnrary, 1975, 314 case8 hqd not been 
adjudicated or in which disposal o r d w  had not \)B8U pwwd. How- 
ever, during evidence in September, 1975, the Committee were in- 
formed that only 25 of those cases awaited adjudication and/or post 
adjudication disposal. Tbe fact that the Custom House could dispose 
of 289 old cases after the Audit Paragraph indicates that serious 
efforts had not been made earlier in this direction. 

3.58. According to the information furnished to tlle Committrn per- 
taining to the years 1972,1973 and 1974 as many as 4375, 7970 and 9005 
cases respectively were pending on 30th September, 1975 in most of 
the Customs Houses taken togetber for want of adjudication or dis- 
posal orders. The value of goods otber than gold seized during the 
period 196970 to 1873-74 and pending disposal as on 31st March, 1974 
in some Collectorates of customs and Central Excise about which the 
Committee had information is very large. In this connection, men- 
tion may be made of the goods valued at Rs. 11,47,19,827/- pending 
disposal in the Collectorate of Customs (Prev.) Bombay, Rs. 67,09,800 
in Collectorate of Customs, CaIcutta and Rs. 44.84.838 in Collectorate 
of Central Excise, Calcutta. The Committee are disturbed by such 
i&ums and would require the Central Board of Customs and Excise 
to examine the matter earnestly and prevent such accumulation in 
future. 

3.59. Under the existing procedure the confiscated goods are 
not disposed of till all the entire process of adjudication, appeal and 
revision petition etc. bas been completed. Only in certain types of 
cases namely, (i) where goods are likely to deteriorate or perish, 
(ti) where the recurring cost of upkeep as of animals, is dispropor- 
tionately high, and (iii) where arrangements for storage cannot he 
provided except, as in the ease of dangerous commodi&cs, s t  dispro- 
portionately high cost. the confiscated goods can bc di\poscd of ear- 
her. The Cammitree learn that Government arc consid&i:lg dtethw 
legal powers may be taken for disposal of &nfis&ted goods even 
boforc ;kc disposal iL qq.eals, revision petitions ctc. fhe C'cmnliltce 
f e d  thet Government should have made t'hese ekere& much ear- 
tier, and urge rapid finalisation of the issues fnvdvcd. 



3.60. It wm admitted during evidence that the Board had already 
noticed that for identical goods, there were wide variation in the 
prices fixed by dJtlFerent Collectorateia The Committee learnt that 
instructions had been issued to Colleators to furnish List of prices 
b e d  by them for all consumer goods of well-known makes to the 
Directorate of Inspection whose duty was to anatyse such reports 
and bring to the notice of the concerned Collectorates any wide 
variation in prices fixed by them. 

3.61. The Committee are anxious that there should be uniformity 
in valuation of identical goods by the various Excise and Customs 
Collectorates and that the prices fixed should be realistic and 
comparable with market prices. This matter should receive the 
constant and vigilant attention of the Board. 

3.62. The system of sale of confiscated goods through Cooperative 
Societies hitherb in vogue has been under review by Government. 
In Augnst, 1975, instructions were issued to an the Collecters d 
Castoms and Central Excise that cmfucated watches could be sold 
as a first priority to the Armed Forces, Central Resewe Police, 
Border Seelvity Force and Para-Military Forces upto their full 
requirements, and if any were left over they could be sold to the 
National Cadet Corps Formations, Police Canteens and the Home 
Ministry Cooperative Soci*. In the case of calculating machines 
the instructions were that they should be sold to Government 
Offices in the first i~stance and then to the Universitb and similar 
institutions. Similarly, Electronic goals were to be sold to Schools, 
Universities, Government offices etc. in the k t  ~ S ~ B P C ~  and if not 
taken up by them, sold to the National Cadet Corm Formations 
and other organisations Regarding d s c a t e d  textileslfabrics the 
Collectors were directed in ~etober ,  1975 to dispose them of in 
accordance with tbe &tin8 orders eftcr escalating the prices by 
50 per cent over the price for similar goods prior to June, 1915, 
provided that the price &xed wm not more than 90 per cent of 
tbe prices of similar goods manufactured in India. The prices, it 
appears, are being further reviewed. The Commithe have also 
ban informed that the question of erport d oarfterrted text iw 
through the State Radiag Corporath & Mng studied.  be Com- 
m b e  wfsh that early decision in this mat* whicb b not too com- 
plex should be t.kan by Government. In the meatime, necesury 
ufcrqaub s W d  be enfacad so that m h s e  ot the p-t 

t prmmted and them ir no veiled trading, by the backdoor 
8s it m, Of r m W d  goodr. 



3.63. According to the Audit Paragraph, the stock taking reporf. 
(A-6 1914) in Calcutta Cnst0111 Holrae revealed that in 493 eases 
the *ed goocls were not physically there and the Master Register 
did not also bear any indication of the sale receipts thereof having 
been deposited to the Government account. Ihving evidence the 
Committee were informed that these items had been aCtually dis- 
poased of but the vouchers could not be entered in the books on 
account of unusual rush of work. Subsequently, it seems, th)z 
vouchers did get entry in the books, and the officer involved in the 
matter had been suitably dealt with for the delay in entering the 
vouchers. The Committee are unhappy at such glaringly defective 
maintenance d store accounts in the Calcutta Custom House. 
The Committee recall that in paragraph 2.108 of their 44th Report 
(3rd Lok Sabha), it had been recommended that correct accounting 
procedures should invariably be followed so that, malpractices 
could be checked in time. In pursuance of this recommendation, 
the Directorate of Inspection were required to keep a close watch 
on the procedures and carry out inspections from time to time. The 
Committee are anxious that this task should be seriously under- 
taken and competently performed. 

3.64. It has come to the notice of the Committee that there has 
hardly been any uniformity in the procedures followed by different 
eollectorates in maintaining correlation between the registers kept 
for  recording seizures and disposal of confiscated goods, but that 
Instructions have been issued by the Board to ensure uniformity 
in this regard. The Committee consider that the correlation and 
reconsilation between the entries in the Master Sheet, Inventory 
register and Cash Memos of disposed goods is essential and would 
ask the Directorate of Inspection to keep it seriously in mind. 

3.65. During a visit to Custom Houses at Delhi, Calcutta. and 
Madras, it wan found that there was delay in disposal of seized 
vehicles which wem often kept exposed to the vagaries of weather, 
thus inevitably reducing their disposal value. The Committee are 
surprised that a proposal made as far back as iu 1970, for patting 
up a shed in the Custom House Delhi has not yet been implemented. 
This is something which can be done at once. Tbe Committee urge 
8Iso that the adjudication of cases and the disposal of confiscated 
vehicleg should be expedited by a little special effort. 

Audit Paragraph 

3.68. In December, 1972 the Government of India issued orden 
accepting the rcmmmendaUon of the Committee on disposal of 



c b w a t &  Qat nylon iind other synthetic yarn uh- b& 
*Id in a~C3fun by tBe depdbhent direcdy to Weavers' -on@/ 
60-opiMti9& aha ~eftifiea actuid users. Payment of eng di4cot1tit 
was not contemplated. Subl~equentl~, in partial modificetion of 
the above brders, the Government of India in May, 1974 &ecte!d 
that such yarn could be sold to Weavers' Associa€ions/Co-operatives 
on tbe basis of market price minus 10 per cent of discount. These 
*vised orders beiag prospective are operative from the data of 
&sue only. 

3.67. In disposing of some quantities of metallic yarn conBs- 
c a t 4  under the Custom Act in a Central Excise Collectorate, the 
department did not comply with the earlier specific orders of the 
Government of India and sold the yarn to cloth manufacturers' 
association and co-operatives during the period from March to 
November, 1973 at prices fixed by a. price fixation committee and 
a discount of 10 per cent was also allowed to the buyers. The loss 
by way of discount of Rs. 74,354 allowed on these s a l e  could have 
been avoided had the department followed the order issued in 
December, 1972,. The practice at a major Custom House and in 

' the Central Excise department in the neighbouring States was to 
conduct auction for disposal of such goads and no discount was being 
allowed. 

3.68. Moreover, the price fixed by the department was not 
apparently based on a realistic &mation of the market price. 
The price was considerably lower than the price obtained dnring 
the corresponding period in auction sales of the same brands of 
yarn in a nearby Custom House. The parties who purchased the 
yarn at lower rates from the Central Excise department participat- 
ed In such auctions, offered and paid higher prices. The omission 
of the department to conduct auction or at least to Ax a realistic 
price, apart from the loss on amount of grant of discount, resulted 
in a further loss of revenue amounting to Rs. 40;234 on the sale 
of 22,425 reels of y m  in August and October, 1973 as c o q d t e d  on 
the basis of prices (excluding sales tax) obtained in auction sales 
ib a neighbouring State. The loss sustained in the sales conducted 
during the months of March, April, June, July and November, 
1973 could not be ascertained as there was no auction during these 
months in the neighbouring State. 

[Para 12(ii) of the Report of C&AG for 1973-74 (Civil) 
Revenue Receipts-Indirec t Taxes] 



Sale of metalEic yam to cb th  nidnuj'acturers Associativns and 
Co-operatives 

3.69. The Committee were informed by Audit that the price 
fixed in this case (occurring in Bangalore Collectorate) was lower 
a a n  that fixed in a ndghbouring CoIlectorate ( ~ 2 2 .  Cothin) where 
the  same parties purchased the materials at higher prices as shown 
below: 

Bangalore Ccchin 
Colkctorate C ~ s t c m  

House 

Rs. Rs. 

M unlllon Brand (IO,OO~ Mts.) 10.80 12-50 to 
15-00 

Prem Brand ( r o , m  ~ t s . )  . . 9.00 I I . ~  to 13.63 

(The prices shown are for the pied August to October, 1973) 

A comparative position of the price of the yarn in the afore- 
said two Collectorates in July-September, 1974 is given below:-- 

Bangalore Ccch in 
Brand!Yarn Collectorate Custom 

Hou3e 

Rs. Rs . 
Prem Brand Silver . 16-50 26.10 

Prem Brand G ~ l d  . IS'S0 39'50 

Mwnillon Gdd 17.00 44 ' 50 

In May 1974, the order for disposal of synthetic yarn mere 
.changed as under:- 

"Nylon and metallic (radiant) yarn may be sold to weavers 
Associations/Cosperatives directly on the basis of 
market price minus 10 per cent discount. These goods 
may also be sold to certified actual users by auction. 
Direct sales on the basis of market price minus 10 p.c. 
discount cannot be made to actual users and should be 
confined only to co-operatives/Associations." 

After these orders were issued, it  has been reported that the 
Customs Department in Karwar disposed of 7200 reels of Mamillon 
yarn in October 1974 at Rs. 17 per reel less 10 per cent discount, 
the prevailing in Cochin was about Rs. 44 per reel. 



3.70. During evidence, the Member (Customs) stated: 

"Each Collectorate has go t  a pricing committee consisting of' 
Assistant Collector (Disposals), one omcer nominated 
by the Collector-usually the Assistant Collector in the. 
Appraisal Department and the inspector in charge of 
the warehouse. After making careful enquiries from t h e  
local market, they fix the price at  which it is to he sold- 
or above which it can be auctioned." 

3.71. Referring Do the difference in the prices of the same brand 
of yarn in Bangalore and Cochin Collectorates, the Member (Cus- 
toms) stated: 

"The sale in Bangalore was made on the basis of market 
price minus 10 per cent discount whereas the compara- 
tive price taken is from sale by auction. I t  is submitted 
that it would not be correct to compare auction price 
with price fixed after market enquiry." 

3.72. The witness added: 

"It will be difEcult to say whether the quality of yarn was 
the same or different. It needs further looking into. 
We feel the auction price could be different from the 
price fixed by market enquiries.'' 

3.73. In a written reply*, the Ministry of Finance (Department 
of Revenue and Insurance) stated: 

"The price in Bangalore was the price fixed by the Price 
Fixation Committee, after comparison with the prices 
fixed at Bombay. 

The comparative data is given below:- 

Mamillon k e r n  Brand -- 
10,000 Mts. IO,CCO MIS. 

Gold (Gold 
Colour COIC ur ) 

--- - 
Re. Rs. 

#Not rctted by Audit. 



The prices realised at  Cochin are in the auction conducted b y  
them. It would be unrealistic to compare these two prices 
as they have been realised under different circumstances. 
The auction purchasers would include actual users a l s ~  
and not only Societies. Besides, whereas the description of 
the yarn sold in Cochin and Bangalore may be similar 
it would be difficult to compare the goods sold with re- 
ference to quality and packing." 

3.74. To a question whether there were any orders regarding trans- 
fer of goods to a collectorate where they could fetch higher prices,. 
the Ministry of Finance stated in a written reply*: 

"Instructions were issued to the Collectors of Customs and 
Central Excise in 1968 that if attempts to sell goods locally 
fail, these may be transferred to places where there is a 
better market. This should be done in consultation with 
the other Collector." 

3.75. The Committee desired to know the circunxtances under 
which discount was allowed in Bangalore Collectorate and the autho- 
rity for a similar practice followed in Bombay Collectorate. In a 
reply*, the Ministry of Finance (Department of Revenue and Insu- 
rance) stated: 

"The Collector of Central Excise, Bangalore has reported that 
the parties concerned had produced copies of Cash Memos 
issued in the Collectorates of Customs and Central Excise, 
Bombay in respect of sale of metallic yarn to them (Mis. 
Salem Hand'loom Cloth Manufacturers and Exporters 
Association, Salem), where a discount of 10 per cent on 
the total price determined on the basis of the price fixed 
by the Departmental Price Fixation Committee has been 
allowed. The Collector has stated that the Assistant 
Collectors concerned in his Collectorate have obviously 
adopted the same procedure as that prevailing in fhe 
Customs and Central Excise Collectorates of Bombay. 

The practice in Bombay to sell at market price less 10 per cent, 
to Co-operative Societies was based on Board's telex date& 
a d  May, 1972. It is observed that this system, in pre- 
ference to the auction system was introduced, as there was 
a proposal to this effect fm Maharashtra Government 

-". - -  .. --.- ---- 
*Not vetted by Audit. 



and it was found that his would ensure clearance of the 
larger locks accumulated and which might have deterio- 
rated. Many Collectors had at that time r$ported the diffi- 
culties rekti+ig to the disposal of confiscated nylon yarn 
a d  metanic yarn, and so sale through the Bombay Collec- 
torates by the other Collectorates was also made possible 
vide Board's letter dated 19-1-73. 

The Associations of weavers had been treated on par with Co- 
operative Societies for the sale of yarn by auction in the 
Board's letter of 14-12-72. The yarn being a notified item 
under Chapter IVA of the Customs Act as amended, the 
actual use by the members of the Association purchasing 
the yarn could be verified with the accounts etc. main- 
tained as per the stipulations under the Rules made under 
that Chapter. The application of the orders regarding sale 
at  market value less 10 per cent, to the Association would 
seem to be justified. It  is also observed that this Associa- 
tion was also specifically allowed by the Board in January 
1974 to make purchases from the Bombay Collectorates." 

3.76. This is a clear case of cotrtravention of Government orders 
-(December, 1972), according to which, confiscated rayon and other 
synthetic yarn were required to be sold in auction by the department 
directly to Weavers' Association/Cooperatives and certified users 
withoat ang discount. Under earlier instructions of the Central 
Boacd of Excise and Customs of May, 1972, there had been, it appears 
a practice in Bombay Custom House to sell the yarn to cooperative 
societies at market price less 10 per cent. The Committee are un- 
happy that this practice was continued in spite of the subsequent 
orders issued in December, 1972. The Collectoratc of Central Ex- 
cbe, Bangalare also followed the wrong practice prevalent in Bom- 
bay Collectorute, an the parties concerned producing copies af Cash 
Memos issued by the Collectorates of Customs and Central Excise, 
Bombay, withaat applying their mind to such eases amd glibly over- 
ieoLing that the practice contravened the orders of the Board 
i s s d  in December, 1972. This resulted in loss by way of dis- 
count amounting to Rs. 74,3!i4 on the sales during the period from 
Marth to November, 1973. The Committee wish that responsibility 
shmld be fixed for such contravention of the Government's cate- 
gorical orders issued in December 1972, both in the Bombay and 
Bangalore Collectorates. 

3.77. The Committee note, however, that the orders of the 
Board issued in Dece*ber 1972 were subsequently modified in ~ a y ,  



~ ~ 7 ~ b o ~ ~ t h r t ~ y r t n a o l t l d b ( , ~ i a ~ e ? o ~ ~ ~  
cW@ocr)errrthds me & i b ~ ~ & & i ( a & & & 4 1 @ p r ) r  
eomt dbeount. Bat ma sdkfmetaiy ptoaellde appear8 to ham bcw 

3d8vclerl by the Bmgdae CdbctoU4e W askertaia the tniirket 
piw for the identidi pplrP1.8. kccmdiayt to &be Beiures fttmdka by 
Awit,  the lpiricm obtained in Puctkn 6y 'the llieiia-g Coilrin 
Customs were carmidkrrlbly ld$&r tlvra t b s e  e3iarged by the Ban- 
galare Collechmbs frrrah & H~~ Chih M&&a&Wurs Assa- 
eietioas. The price at Mamilhm G&l yam urns 1Ds. 44.5i8 lit Geebin 
Customs Houee v i ~ - v i s  106. 17 dbtabed I t k  l?m@th Cdteeto- 
rate d a r k  the periad Jaly-S#edm 2974. %&is Es a wi& d b  
parity, agd the Camnhitdee do not c-terriaee the v&# urged am 
them that it would be rmrealistic b tonqarq, bLe  tia an #rice L 
the Cochin Collectorate and the mark& price fellawed LB the Ban- 
galore Collectorate. Even granting that auction and market prices 
might be somewhat ditEe~ent, the Cmleittee do not consider that 
the gap could be so wide. I t  may be noted, for whatever it is 
worth, that the ~ r i c e s  fixed by the Bombay and Bangalore Collec- 
torates were somewhat comparable. Indeed, this whdie matter of 
whether the market prices in the Bangalore and Bombay Collec- 
torates were ~roper ly  fixed should be looked into. The Committee 
are of the v i m  that the Department might itself conduct an auction, 
and on the basis of such experience as well as other circumstances 
of which tlwry can take cognisance, evolve a fairly foolproof Proce- 
dure in this regard. 

Audit Paragraph . .. 
3.78. 34 bundles of contraband goods thrown overboard a smug- 

gler's launch on its being chased by a Customs Sea patrol parQ 
were salvaged and brought ashore on 9th April 1973. 'Rre goods 
consisting of shirtings, sarees and silk yarn of foreign origin were 
soaked in sea water. Before depositing the goods in the nearest 
Customs godown an attempt was made by the department to get 
some pieces of fabrics washed in fresh water hut this was given 
up considering the expenditure involved and the possibility of 
the marking, numbers, country, of origin etc., printed on the fabrics 
being erased making it difficult thereby to establish the contraband 
nature of goods. The silk yarn which did not obviously contain 
any such identification marks was not washed and dried. Even 
though the goods were of an abandoned nature the adjudicating 
authority issued orders for their disposal only in June, 1973. Sarees 
and shirtings valued at Rs. 3,68,675 were disposed of during the last 
week of June, 1973 for Rs. 1,63,379. The silk yarn valued at B. 
34,500 was disposed of by auction in October, 1973 for Rs. 400. 



3.79. The IlllinisQ have stated in February, 1975 that after a 
vain attempt to wash and dry the goods, an Appraiser from the  
Custom House took samples of the goods in question to ascertain 
their condition, marketability, etc. Subsequently the Custom 
ofRicers examined the goods and observed that these would not fetch 
normal prices, if sold in the market and recommended that the 
sarees and check shirtings may be sold at 50 per cent of the normal 
scale of price fixed and other varieties of shirtings may be sold at 
60 per cent of the normal price. Regarding the silk yarn the 
Ministry have replied that the Collector had stated that it was 
salvaged from the sea in a completely soaked condition, had al- 
ready undergone chemical decomposition and had become a clus- 
tered damp mass in which condition it was not possible to wash 
and dry the entire yarn length. 

[Para l2(iii) of the Report of C&AG for 1973-74 (Civil)., 
Revenue Receipts-Volume I Indirect Taxes.] 

Disposal of contrraband ,goods salvaged from sea 

3.80. The Committee desired to know the reasons for a low price 
of Rs. 400 obtained in auction of silk yarn valued at Rs. 34.500. The 
Member (Customs) stated that "all the material having fallen into 
water was not fit to be sold as silk. . . . . .Finally it was sold as 
manure." 

The Committee asked the reasons for delay in disposing of the 
abandoned goods whose owner had run away. The Chairman of the 
Board stated that "investigation have got to be done about the people 
behind it." He added: "Until the time these goods are confiscated 
they cannot vest in the Government." 

Asked why these were not confiscated straightway, the witness 
replied: "For the time being, we do no know the owner. We have 
to put up a note on the notice board of the Custom House." 

3.81. In a written *reply explaining the reasons for a delay in dis- 
posal of the abandoned goods, the Ministry of Finance (Department 
of Revenue and Insurance) stated: 

"Although there was appreciation on the part of the officers at 
all levels regarding the need to dispose of the goods imme- 



diately after seizure, there had, however, been some hesi- 
tation to cut short usual procedure lost the motives for 
hasty disposal might be questioned at a later date. A time 
chart is given at the following: 

1. Date of seizure . . . . .  
2- Date of transport of the seized goods from Azhiklcal to Kozhikode 

3 .  Inspector's report stating the difficulties in washing the goods in 
fresh water and informing that the goods are only dried up u; Sun 

4. S upel intendent Special Custom Preventive Kozhikcde's reprrt to 
A.C., Kozhikode informing that it may not be advisable to get the 
fabrics and yarn washed in clean water and that the bundles are 
only h i n g  opmed and rolls being dried up in the Sun 

5. Date of deposit of the goods in Custom House, Kczhikode . 
6. R:pxt of Sup-rintendent, Custom House, Kozhikcde informing 

the Wet condition of the goods and seeking immediate disposal of 
the goods . 

7. Rzport of the Asstt. Collector, Kozhikode to Additional Colltacr 
of Customs, Cochin to get the fabrics and yarn washtd in clean 
Water and dried up 

.8. Dlte of su'>mission of the case records by Assistant Colleacr 
K?zhiksde to Additional Collector . 

9. Date of issu: of Show Cause Notice . . . . . . 
10. Rzport of Supdt., Kozhikode to Assistant Collt ctor, K~zhikcde 

requxting orders for early disposalof the goods. 

I r .  R ~ p a r t  of Acsistant Cdlector, Kozhikode to Additional Collector 
seeking o r d m  for disposalof the goods . 

.It. 0rd:rs ofAdditionalCollector for disposal of the gocds . 
-I 3. Ord-rs of Assistant Collector, Kozhikode to S ~ p e r i n t t ~  dc nt, Cus- 

toms H?u$e, Kozhikode communicating Additional Collector's 
'rdtrs and informing that other items of gocds ripe for disposal 
mly also b: k p t  ready for disposal for appraising by the Valuaticn 
Cornnuttee . . . . 

14. D ~ t e  of issue of adjudication orders by Additional C o k t o r  

I 5 .  D 1t2 of ropr lisal of valu: of thegmds and direction of the Vahiatim 
C3mmittee to send the s i k  yarn to Custom House Cochin . 

16. D m  of intimation of Sup:rintendent, Custom House, Kozhihde to 
Cll t  >rn H ,uhr, Cxhin, informing thnt the goods are ready for 
dtsp~tch . . . . - . . . .  

a7. Date on which the samples were called for by Custcm House 



19. Date of.d~spatchofsib yarn to Custom House,Ccchi,u for disposal . 28-9-73 

20. Date of despatch of Samples by Custom Housc, Ccchin Chc- 
mica1 Examiner 1-10-73 

21. Date of report of ChemicalTest . . . I-1(1-73 

22. Date of auction of the goods 4-10-73 

3.82. The delay between the visit of the pricing committee and 
the date on which the Superintendent took the matter for disposal 
with the Custom House has been explained as follows: 

"The pricing committee visited Custom House and suggested 
for removal of the goods to Cochin for disposal. The 
Calicut Custom House presumably under a mis-apprehen- 
sion waited for a formal advice from Cochin Custom House 
for physical removal of goods as ordinarily due to lack of 
accommodation in Cochin Custom House bulky goods are 
not taken, till date of auction is fixed. When no such ad- 
vice was forthcoming even after Lapse of reasonable 
period, the Calicut Custom House intimated Cnchin Cus- 
tom House that goods were ready for despatch. On re- 
ceipt of the letter the Cochin Custom House called for 
samples. The Calicut Custom House sent samples to 
Cochin Custom House on 13th September 1973. The sample 
was sent to Chemical Examiner on 1st October 1973 and 
test result was given on the same date. During the inter- 
vening period, the Cochin Custom House fixed date for 
auction and gave wide publicity to the same. The goods 
were auctioned on 4th October 1973." 

3.83. To a question whether the goods were examined by the 
Assistant Collector and what steps were taken by him to dispose of 
the goods immediately, the Ministry of Finance in their written 
note* replied: 

"The Assistant Collector examined the abandoned goods on 
10th April 1973 and instructed that the goods which were 
soaked in Sea water must be washed in fresh water and 
dried up tiefore depositing the goads in the Custom House. 
Tbe Assistant Collector also directed the Superintendent 
of the erstwhile Kozhikode Special Customs Preventive 

*NM veacd by Audit. 



Circle to attend to the matter on top priority basis and 
accordingly the case records were submitted expeditiously, 
The deteriorated condition of t$e gmds and the need for 
immediate disposal of the same was brought to the notice 
of the Additional Collector by the Assistant Collector 
under his letter dated 23rd April 1973. The case records 
were submitted on 24th April 1973. The Additional Collec- 
tor was again requested by the Assistant Collector on 30th 
May 1973 to issue orders for the disposal of the goods 
pending adjudication. In the course of a visit by the Addi- 
tional Collector to Calicut Custom House a'. that time this 
request was orally permitted and the same was communi- 
cated in writing on 6th June 1973 in reply to the Assistant 
Collector's request dated 30th May 1973. The Assistant 
Collector, in turn communicated the Additional Collec- 
tors's orders to the Superintendent, Custom House, Kozhi- 
kode and informed that other items of goods ripe for dis- 
posal may also be kept ready for disposal for appraising 
by the valuation Committee. The Valuation Committee 
visited Custom House, Calicut on 17th June 1973 and after 
inspection of the goods suggested removal of yarn bundles 
to Cochin for disposal." 

3.84. IIn reply to a question whether adjudiciation order was 
necessary in case of abandoned goods, the Ministry of Finance (De- 
partment of Revenue and Insurance) stated in their note*:- 

"An adjudication order is normally necessary for the disposal 
of goods even in the case of abandoned goods, unless they 
are considered to be perishable." 

3.85. The Commitee desired to know how the goods were valued 
at the time of seizure and how it came down at the time of disposal. 
In their* note, the Ministry of Finance (Department of Revenue and 
Insurance) stated:- 

"At the time of seizure, the goods were valued taking the 
value of prime goods and the officers had not made suit- 
able allowance for the fact that the goods were salvaged 
from sea-water. r 

The value of yarn came down at the time of disposal because 
the goods deteriorated due to the soaking in Sea-water and 

-..---- - - - 
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in spite of attempts to wash off the saline water with h'esh 
water, the process of deterioration and formation of mass 
could not be prevented. Matthew's Textile Fibres (6th 
Edition, page 801) shows that salinity af the order of Sea 
water causes distinct tendering in seven days." 

3.86. The Committee desired to know the powers delegated to 
various officers for disposal and whether these powers had been 
xeviewed. In the written* reply, the Ministry of Finance stated:- 

"The powers of disposal by various officers do not appear to 
have been delegated by any specific general order. In 
major Custom Houses, generally the officers dealing with 
disposals arrange for disposal, as soon as the goods be- 
come ripe for disposal. Usually an Asstt. Collector is in 
charge of the disposal. In the Central Excise Collecto- 
rate Asstt. Collectors are required to attend auctions 
when the value of goods is Rs. 5001- and above. There 
are, however, orders regarding fixing of prices for the 
purpose of auction, which lay down the limits of powers 
in this regard by Assistant Collector, Deputy Collectors 
and Collectors." 

3.87. 'Rmis is a case of delay in the disposal of smuggled goods 
seized after a strenuous chase by a Customs Patro'l Party. It appears 
Ahat the goods were thrown on to the sea and were naturally some- 
what damaged in the process. a he Department unfortunately sat  
on them for about 10 months before they could be disposed of. The 
Committee wish the Board to examine steps for .quick disposal of 
similarly damaged goods, at, least before the deterioration goes too 
.far. Powers codd be delegated 'to the officers for rapid disposal of 
such damaged goods particularly when they are unclaimed. It 
should be ensured also that the price of such demaged goods at 
*he time of seizure and of auction is fixed realistically. 

.- - .- -I_-- --- --- 
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APPENDIX I 

(Vide para I .24) 

S1. Findi.~p/R.rcomm:nd ition Action takm by the G:vemrnc~t  
No. - 

I 2 3 - 
1. Withthr  grawing cmczrn shown by the 

Pu1>lic Acc )u?ts Committee in the 
VJ-iations as &tween budget estimates 
and thz actuals, great deal of refine- 
m:nt in proc:dures has b:en attempted 
to improve th-  techniqu:~ of forecast- 
ing. N:v:rth:less, the s stem impro- i: vcd as it i s .  h3s n 4  b.en a le to  achieve 
the objzctive which the Public Acccunts 
Commrttee has b-en impressing upon 
In ~ t s  rzports (Para 2.20)  

2. Givm thc well-known impondrrahles in 
th: situition, sU:h as the fluctultions 
In int:rnltional p:ic:s, constraints of 
f\)rcign rxchmg,: avail~hil,ty, changes 
in im?ort cxnpnsition, and the l ~ k e  
ev:n Ih2 great c x e  that is taken at 
evxy  level in forecasting revenuz has 
not resultcd in a reasonably accurate 
system of forecasting. (Para. 3 .  I > 

3. The Indian Embassies, High Commis- 
sions or Ministries arc not in the nest 
p?sition to provide add~tional date re- 
g u d i  ~g ~nternational prices of impht -  
ed cxnmld  ties and intclligmcc rcgard- 
in export prices and prospects. m i l e  
alfefflrts must b: made to improve 
o w  statisics and knowledge of inter- 
national mnrkets, the C.R.E.C. also 
may not b: in t h t  best poeition to under- 
take such on exercise. 

The Ccmm ttee's rbservaticns h v t  
b a n  nrt td .  

The Committee's chserwt:c cs E:! bt c r 
notc d. 

No acticn. 



Excise and Customs may also consider mates altogether. Necessary instru- 
whtther the Collector of Customs should ctions have, hcwever, betn issued to 
not discantinu- providing revenue esti- the Collcctcrs to furnish cstimatcs cf 
mstes in the present form for the Budget q~antitylvalue of imports implicit 
year. in their revised estimates for the 
(Para 3.9) current year and forecasts for the 

next (Budget) year. 

6 : Th: principal public sector impcrt/crport 
ag-ncies ( particularly those mcnticnrd 
absv;) sh ~ l d  strengthen thcir present 
mlchhrry for data collection and shculd 
b:.in a pxition to p:ovide accurate 
esttrnxtcs of actull imports with a 
mnximum timc lag c-f two months. 
Thtse agencies shculd also strtngthcn 
th-ir system for f.vccasting of t h ~ i r  
future impart programme. (Para3.10) 

7 FAlowing the reci)mmendation of the 
Date Impravem,:nt Cornmittce. a shcrt 
term forecasting CCII should be csta- 
blishcd in the Department rf Eccncmic 
Aff~irs, whtch among other things 
should attempt the task of forccast'ng 
of internanional prices. 
P a r a  3.15) 

8 T i .  p--sent system of getting information 
on actual realisations and actual impcrts 
f . ~ r  Custom G H3u~es is adequnte and 
thzre is no need f\)r f ~ r t h - r  colkcticn 
of any data for the fidd formaticns. 
(Para 3-  16) 

g The new cl~ssificaticn (of budgftary 
s~'>h:ads)c mstitutrs a considerable 
imp;.wemmt ovtr the eu'sting classi- 
fizuion schem: and shculd bi. imple- 
mrntrd as early as possible. Later on 
th- residual sub-hrad should bc further 
reduxd tq cmstitute no more t k n  10 
prr cent of the likely tctal import rtve- 
nu:- (para 3.19). 

10 Th: p:c.ser.t praczdure followed by the 
CJitsm R )uses f )r purposes of keep- 
ing p:aper statistical records of actual 
realisations of customs revenue is satis- 
f i c t ~ y ,  and thr creation of a Bud~et  
C:ll in each Cultxn H7use for thls 
purpose is not neczssary. 
(Para 3-  20) 

A ccpy of the Expcrt Ccmmittce's 
Report has betn fr~war<ed to the 
Administrativc mirust1 IL s : r.d 'mpci t- 
ant public scctcr rgtncics ctncclnt d 
in the impcrts into the ccuntry r.nd 
their atttntirn invittd to the Cc m- 
mittee's observation/rccc n mt n da- 
tionsin paragra~h 3.10 tc 3.15 rf the 
Report for necessary actlcn at thew 
end. 

A ccpy of the rcport has betn frl werdt d 
to  the Dtpartmtnt cf Eccncmic 
Afiirs and their atttnticn invittd to 
this rocc mmtndaticn fcv ncccssary 
acticn. 

No action. 

T h e  revised classific t cn c f h~dgctmy 
sub-hcnds undcr imprrt dutits has 
been put into operzticn frcm the 
1st April, 1975. Rcv'ew fcr furthtr 
subdivid'rg the rcs'du ry sub-hc ed 
wruld be under-tzktn rftc r Wgrchr g 
the actual collraicns thercurdrr 
during 1975-76. 

No action. 

rt NO change is called for in the existing NO action. 
arrangnn~nt regarding a n n ~ c e m e n t  
of import 
( P m  3.2 I ~ l i W '  

t 2  Th: C :ntral B ~ z r d  of Excise and Customs The recommendation has been accept- 
s h ~ & I  invite the cdlectars O f  customs ed. The first such quarterly review 
from the mrjor collectorates ta a quart- for 1975-76 was made in Calcutta on 
crly review of fhe actualc~tonu revenue, the 11th August, 1975. 
and Iik4y trend in revenue for the year 
as a whole ( Para 3-22]. 

4 - 



13 W iile th: m>d;fications suggested would 
h:lp in im?aving thz present system No action. 
of f~recisting , it  would b: difficult to 
eotim~te with any d s r e e  of precision 
th: 1ik:ly cutoms revenue in view of 
th- uxxta i ly  relating to our foreign 
exchlnge situation as wcll as flwtui- 
tions in international prices. 

Wa Ir th: p:es:nt systcmwith the proposed 
m4fi:mons mly increase the proba- 
bility sf th: f.>recast b-ing closer to 
actu!ls t h ~ n  is th: cdse now, it is not 
p ~ i i ~ b l c  t~ gulrantee that ~t would lead 
t 3 aczu.ate f liecas t of cujtoms revenue 
(Para 3.23). 

a4 In iu1:inp th: acskacy or 0th-rwise of The observation of the Expertcorn- 
f~r:crsts it w)ulil b: d-sirable to mittee has been brought to the notice 
c?rn>lt-e th: actu~l r-alisation with the of the Comptrolltr and Auditor 
bu i  : :t f )rec ic;t after eliminating the Gaeral  of India. 
vxy  o5v;~)u; clu;.r 7f tht variations 
bztw-en th: two. F,r example, a part 
of th: d'fftrence b:t~een the budget 
f ~ r e c x t  and the actual realisation may 
b2 on accouilt of changes in the rates of 
ca;tomi or excise duties intorduced 
during thecourseof the year, Obvious- 
ly, no syitem of forecasting can ad- 
equately provide for likely changes in 
rates of duty in the mid-year. the need 
for whic'l may arise either becaulre 
of the need to raise more revenue dur- 
i n g  the course of the ysar or because 
of the c'lange in the basic econmic 
situation relating to a particular com- 
modity 

(Para 3-24] 
as TLe Central Board of Extise and CUS- Tne recommsndations have been accept- 

tom; shouid give urgent thought to ed. Steps are being taken to set up 
further erarninltion of the possible an Analytical Statistical Budget 
statistical afli emnomeric modelsfor F o r e ~ t i n g . G l l  on the lines indicated 
f,)reciiting cuvomsrevenue. We must the Comm~ttee in the Central 
stre ;s that statistic4 formula mentioned Board of Excise and Custo~+ Afta 
by u i  do not provide r edy  answers to the cell has come into posmon a d  
the problems but are iniicative of the gained some cxperiena, it will ba 
direction in which further work can be entrusted with the work of forecast- 
in~i tu ted .  It is our suggestion that. ing union excise revenue also. 
far the further prosecutioqof this work. 
the C-ntrd B ~ a r d  of Exc~se and Cus- 
toms should have an Analytical Statis: 
tical B u k t  Forecasting Cel!" (h 
distinct from the present type of statis- 
t icd  Compilation Cell) whne similar 
t e h n i  ues could be tried and l.mproved 
upon. h e  central Board of Exc~se and 
Customsshould also consider appro~h- 
ing a body like the Ind~an Statrstlcal 
Organisation f o ~  wsistance in w o r k i ~  
out mwe refined statistical farecasting 
techniques. -- 



We do not wish to make any reccmmenCr- 
tions as to the size and ccmpc sitic n cf 
such a cell, for we believe that the 
Central Board of E x c i ~  and Castc ms 
could devise the necessary orgnnisa- 
tional pattern. We do, however, sug- 
gestthatthis cellsho)lld bein the charge 
of an economistlstat~stKan assi:ted by 
trained statistical investigators. This 
cell may have other duties as wcU, 
though trying to improve the statistied 
exercises for forecasting purpcx:es 
should be its primary term of referen- 
ce. While on this point and norwith- 
standing the fact that it may be slightly 
outside of our terms of refe~eccr, we 
wish to suggest that the Stati>~icai 
Forecasting Cell so constituted might 
as well look into forecasting of unit n 
excise revenue also, fvr the Cen- 
tral Board of ExcLe and Custt mh is 
concerned directly with excise revenue 
as well. 

(Paras4 . 8 and 4. g )  

16 Tnerefore, what we would rect mmend at Ti:e I tct rr,mtn<brlt n 1 z tc tn  IN t a d  
this stage is that for the purpose ctf f c . ~  r l c a x a r y  rctic n. 
inclusion in the budget forcca..t fcrr the 
next one or two years. the vrescn: bya- 
t em as refined may be empluyed. Sim. 
dtaneculy work on furecasting by the 
statibtical methwi should prc csed apace 
and when sufficient evider.ce of the 
greater reliability of these methc.ds is 
established. this method shculd t e  
used to supplement the present method 
for forecasting of revenue. 

If the statistical methods are wed fc.z 
forecasting of total imports and tc*td 
revenue for budgetary purpc,ses. it 
would still be necessary to provide, 
edmates of revenue for dficrent 
impxt  categories. This would have to 
be done on the basisofinformed judge- 
m a t  and we suggest that t k  Central 
Board of Excise a d  Customs should 
break up t k  total imports yielded by 
the ryuist id method into t k  required 
broad categories f a  purposes of budget 

- prcjcntationon the basisof consultaricms 
a d  dimssions particularly wlth t k r  
Department of Economk AtroiY rhM 
is the rJevmt Department for t ~ r c  pu.- 
poses of progrmnmiog of next year's 
tnpwu. ( P u u 4 . 1 0  W .  11) 
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Recommendation 

I I .  ag Ministry of Finance In 1973-74, Customs receipts went up to Rs. 996 crores fwm 
(Dc-t of Revenue Re, 856 crores in 1972-73, the increase being in line with the upward 
and Benk~ng) trend noticeable since 1969-70. The Ministry of Finance attributes 8,  

this phenomenon to the rise in the value of imports as well as of the.  ' 6; 

rates of duty brought about by budgetary changes. It appears, how- : 
ever, that the Ministry cannot quantify the increase in receipts attri- 
butable either to budgetary changes or to the rapid change in inter- 
national prices during the relevant years. Whether the latter pheno- ' 

menon is only a temporary phase or something more than that seems 
yet too early for determination. Besides, in Government's view, add . 
ministrative steps adopted in recent years, including preventive de- 
tentbn and a campaign against smuggling operations, have toned up, 
revenue collection, though the precise effect of such steps cannot yet' , 

. -  . 
be estimated quantitatively. 



8 x 40 Mini- of pinance The Committee feel that it would be useful if the varlow 
(DcF'tt. of factors which contributed to the increased revenue are analyaed wf2h & Banking) a view to finding o u t  

(i) How far the budgetary changes contributed to the4nmubd 
collections; 

(ii) to what extent the international price inflation has boosted , 

the revenue and whether it is a temporary phenomenon; 
(iii) how far the increase in collection is due ta the ~~g 

up of the administrative machinery and in whet fPbpCCf, 4 
and 

(iv) how far the increase in collection is due to avoidably fm- 
precise estimates of collection of revenue. 

The Committee desire that this review should be completed in six 
months and the results intimated to them. 

s r . gr Ministry of Finance In pursuance of the recommendation contained in paragraphs 
(DepPrtment of Revenue 6.1.(1) of their 89th Report (5th Lok Sabha), Government had in 

- i =umu=q . - January, 1974 appointed a Committee to examine the question of the 
--tofw&c discrepancy between budgetary forecasts and actual realisation with 

W s 8  a view to more accurate and scientific forecasting of resources. Two 
of the recommendations of the Expert Committee related to (i) 
( ~ ~ ~ 8 ~  of the existlng machinery in the principal pub& 



import/export agencies for data collection and for forecasting bir 
future import programme, and (ii) establishment of a short-term 
forecasting cell in the Department of Economic Affairs, entrusted, 
inter alia, with the task of forecasting international prices. T r h a a  
have been referred to the administrative Ministries and public sector 
agencies concerned for necessary action. The Committee have been 
informed by the Department of Revenue and Insurance that the 
Central B o a ~ d  of Excise and Customs will rely on the departmentsor 
agencies of the Government which are most directly concerned with . 
planning of imports as well as foreign exchange budgeting for necea- 
sary data and marketing intelligence for the purpose of forseasting 
of customs revenue. The Committee attach much importance to these 
recommendations, particularly in the context of the  recent inflation- 
. ary trends in the international pricw. The Committee have in para 
1.12 of their 203rd Report (5th Lok Sabha) stressed the importance 
of a coordinated approach to this entire problem co that positive steps 
can be taken expeditiously to streamline and refine the existing sys- 
tems for budgetary forecasts. The Committee have also sug- 
that the Department of Economic Affairs which is most closely .in- 
volved in the matter, should play a leading role in this regard. The 
Committee desire that immediate action should be taken in this dir- 
ection and made known to them. 

The Committee note that in pursuance of another recommerida- 
tion of the Expert Committee it was decided to constitute a regular 
Budget Forecasting Cell to begin with, to handle the work relating 
to tustoms budget forecasting. Later this Cell after some experience 

- 



was to be expanded and take up the work of excise forecasting also. 
The sanction for necessary additional staff of sufficient economic/ 
statistical experience has been issued. The Committee expect that 
the Cell will now be set up without further delay. The Expert Com- 
mittee had suggested possible statistical and econometric models for 
forecasting customs revenue. I t  has been stated that the possible 
satistical models would be further examined as soon as the Cell is 
constituted and efforts would be made to devise a workable model so 
as to achieve the objects of forecasting curtoms revenue on a more 
scientific and dependable basis. The Committee wish that this exami- 
nation is completed soon and the progress intimated to them. gP 

z.33 ~ i ~ l 6 u y  a f ~ j ~ ~ ~ ~  In paragraph 6.1(1) of their 89th Report, the Committee had 
Depn. of Revenue observed that if any unforeseen factors occur in the course of the 
& hsurancc year, such as a sudden spurt in imports, Parliament should be imm- ----- diately apprised of it by Government explaining the unforeseen vari- 

Dep of Ecmomicstion in estimates, so that Parliament could satisfy itsel£ that varia- 
ABairs tion had occurred inspite of Government's effort to ensure accuratq 

estimating. In their reply the Ministry of Finance (Department of 
Economic Affairs) have stated that as in all other cases a review of 
the Revised Estimates of collections of Customs revenue during the 
year, in the light of the various factors developing subsequent to the 
presentation of the Budget Estimates for the year, 1s submitted to 
Parliament along with the Budget Estimates for the next year. Such 
reports, however, based as they are on the fluctuations over short 



periods during the course of the year, may not be adequate and at 
any rate would not be indicative of the picture likely to emerge 
eventually for the year as a whole because of the many and rapidly 
changing factors which influence collectio~s in unpredictable ways 
from time to time. The Committee, thus, are not satisfied with the  
Ministry's reply. The Committee recommend that Parliament should 
be contemporaneously informed about whatever major unforeseen 
factors occur during the course of the year and have an impact on 
revenue collection. That is a worth while exercise which Govern- 
ment should not grudge undertaking. 

. M i u i s u y o f F i ~  
(Deporunent of Revenue 
aud Banking) 

Under the head "Miscellaneous" several types of receipts are  
accounted for by the Customs Department, On the basis of ad hoc 
reports received from the Collectorates, the Ministry of Finance have 
furnished to the Committee a break-up of misce;laneous receipts E3 
separately for fines and penalties, sale proceeds oi confiscated goods 
and other receipts. The Committee had desired to be furnished with 
separate figures of fines and penalties recovered from foreign natio-' 
nals and Indian smugglers. It is learnt that attempts were made to 
collect the information from the various Collectorates of Customs 
and Central Excise, but it was found riot possible to get the informa- 
tion as the figures were not separately maintained. The Committee 
are  surprised that the Board took more than six months to collect 
only the figures showing the break-up of miscellaneous receipts from. 
the various Collectorates, and even then complete information was 
not made available to the Committee. The Committee suggest that 
the statistical organisation of the Board should maintain figures of 
__c. _ -  __ _ - -- - -- - - - - 
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the various items included in the miscellaneous receipts. For this 
purpose necessary reports may be called for kom the Collectoraterr. 
In respect of fines and penalties separate figures should be maintain- 
ed in respect of recoveries from foreign nationals and Indians, so that 
these figures could give an idea about the implication of the foreign 
nationals in economic crimes. 

7 1.41 Minimry of ~;inance In the Audit Paragraph, receipts from fees, fines, forfeituie 
@e tt.of Revaue & and miscellaneous penalties have been shown as Rs. 6,18,644. But 
d i n g )  according to the break-up of miscellaneous receipts now furnished 

by the Ministry of Finance, fines and penalties amounting to Rs. 320 ;$ 
lakhs were collected during the year 1973-74. I t  is not clear to the 
Committee why at the time of verification of the Audit Perragtaph, 
the Ministry of Finance did not offer the comment on the figure of 
6,18,644 shown as receipt from fees, fines, forfeiture and miscellaneous 
penalties. The Committee desire that even at this late stage it should 
be possible for the Ministry of Finance to reconcile the figures. 

4.- Incidentally, the Committee find that according to the Mor- 
mation furnished to them on 18th August, 1975, the net realisation 
under dscellaneous receipts was Rs. 4,43 lakhs during 1969-70, 
Rs. 10,91 lakhs during 1970-71 and Rs. 11,50 lakhs in 1971-72 but ac- 
cording to the information subsequently furnished on 18th February, 
187e the tot81 miscellaneous receipts (Gross) amountd tg Rs, 971 



lekhs in 1969-70, Rs. 12W lakhs in 1970-71, R3. 1261 lakhs in 
1971-72. The Committee would like to know the reasons for such 
marked variation in the figures. 

-do- The Committee find that on account of mis-classifhation, re 
funds and drawbacks for the year 1973-74 were inflated to the extent 
of Rs. 24.79 crores as a result of an adjustment made to rectify t8e 
double credit to the extent of this amount of revenue collected during 
the years 1970-71 and 1972-73. The actual position is that the - net 
customs revenue realised during the year 1970-71 should have been 
shown less by Rs. 22.82 crores and for 1972-73 by Rs. 1.97 crores and 
the net revenue collection for 1973-74 should be higher to the extent 
of Rs. 24.79 crores. The Committee talke very serious view of -the 
incorrect position in this regard reported to Parliament during these @ 
years. Such inadvertence amounts to a grave dereliction of duty on 
the part of responsible personnel. 

The double credit of the amounts occurred because of mi* 
classiflcatim of an amount of Rs. 22.82 crores representing the Cus- 
toms duty on gold imported in 1970-71 from USA in connection with 
payment of subscription to International Monetary Fund and customs 
dues collected at the Bombay Airport amounting to Rs. 1.9'7 crores 
during 1972-73. The Committee note that customs dues received at 
the Bombay Airport were misclassified by the Airport Customs after 
a revised procedure was adopted in February, 1971 according to which 
the duty and other collections made at the Airport instead of being 
sent to the Custom House are remitted direct to the State Bank of 

- -- - - ---- - - 



India. It  is regrettable that the revised procedure did not specifically 
indicate the proper account head to be indicated in the challan for 
remitting the amount collected at the airport. This led to collections 
being wrongly classified as revenue receipts under the head "I-Cus- 
toms" instead of Customs Remittances with the result that these 
amounts were also included by Custom House in their monthly cash 
account statement to the Accountant General as remittances to the 
Reserve Bank. The Committee are unhappy that such misclassifica- 
tion continued unchecked till February, 1974. 

I I. I. 58 Ahist ry  of Finance The double credit of the amounts in the accounts could have 8 
(f i~mt ofRevaue been detected during the respective financial years if the Bombay 
d Bulking) Custom House had followed the proper system for reconciliation of 

the departmental figures with the accounts figures. The mistake 
remained undetected till February, 1974 when it came to the notice 
of the Accountant General (Central), Bombaoy, who made an adjust- 
ment in the accounts for 1973-74 Only after the Committee took 
up examination of the matter, did the Central Board of Excise and 
Cusboms issue instructions on 18th September, 1975, requiring month- 
ly reconciliation of revenue receipt figures with accounts figures, 
The Committee deprecate this delay and urge the Board to keep 
e close watch over the action ta.ken by the Custom Houses on these 
instructions and ensure that the necessary reconciliation is done 
scrupulously every month. 



a o -  

Another unsatisfactory feature of this case is that when the 
draft Audit Paragraph was sent to the Ministry of Finance for con- 
firmation. the Ministry in their reply did m t  comment at  all on 
this inflated figure of refunds and drawback for the year 1973-74. 
However, the Central h a r d  of Excise and Customs later asked the 
Custom Houses to go into the reasons for the increase in the figure 
of refunds and draw-backs for the year 1973-74. Unfortunately, a 
copy of this letter was not sent at the same time to Audit who could 
not, therefore, add a suitable footnote to the relevant Audit Para- 
graph. The Committee suggest that in future, where the figures ap- 
pearing in the draft Audit Paragraph appear to be doubtful and need 
verification, the Board should immediately inform Audit about the 
position. 

OD 
The Committee are surprised that in this case the Custom 4 

House did not levy countervailing duty on "immersion coolers" and 
"milk receiving and cooling units" on the ground that these units 
being not of storage type were not covered by Tariff item 29A of the 
Central Excise Tariff, and secondly, that these were not imported as 
ready assembled units. These grounds cannot be sustained since the 
description of item 29-A covers all sorts of refrigerators and aircon- 
ditioning machinery. Besides, while it may be that for assessment, 
the units should be ordinarily such as can be offered for sale as 
ready assembled units, it does not necessarily follow that it should 
a l ~ a y , ~  be transported in the assembled condition. The Committee 
are of the view that there was hardly any scope for doubt in levying 
countervailing duty. 





ferred to the Coliectors' conference so that the multiplicity of 
ferences, not always warranted, cannot be an excuse for Collectors 
avoiding the responsibility of taking prompt and principled decision. 

In this case, Internal Audit had not made any observation at 
the time of audit of the bills of entry. Subsequently, while dealing 
with the objection raised by the Customs Revenue Audit Depart- 
ment, Internal Audit expressed the view similar to that held by the 
Collectorate that the milk-coolers in question were not of shortage 
type and therefore not covered by item 29A of the Central Excise 
Tariff. In their 89th Report (5th Lok Sabha) the Committee (1WZ- 
73) had recommended that the Internal Audit Department should 
be placed under a separate Director directly under the Board so 
that it could be free from local influence and perform its functions 
without fear or favour. On this point only an interim reply was sent 
to the Committee (1973-74) when they presented the Action Taken 
Report. However, in a reply now furnished to the Committee, the 
Ministry of Finance have intimated that it was proposed to set up 
a Directoraie of Audit, as a part of a combined Directorate of Ins- 
pection and Audit for the Customs Department to be stationed in 
Delhi, and as far as the field organisation was concerned, to continue. 
the present arrangement of keeping the Internal Audit Department 
of the Customs under the control of the respective Collectors of 
Customs. These proposals, it is leafnt, have been approved in 
principle by the Minister of Finance. The Central Board of Excise 
and Customs appear to feel that Collectors should not be deprived 



of the services of Internal Audit for exercising their supervisory 
functions. Internal Audit is felt, as it were, to be the eyes and eefi 
of the Collector and to take away this vital instrument from his 
control would weaken his functioning considerably. The Director- 
ate of Audit would, in that case, be responsible for watching the 
over-all performance of the Internal Audit organisation in the 
Cushm Houses, for examining the staffing position of the audit 
parties, and generally, for giving suitable directions to the Collec- 
tors. The Committee, however, feel that while Gvernment have 
done well in intending to set up a Directorate of Audit, a further 
step should have been taken in the direction of the independence $ 
of Audit for which the Committee have pleaded earlier. The Com- 
mittee thus would reiterate their earlier recommendation Chat in 
crder to keep the Internal Audit free from all possibility of nar- 
row, local influence and perform its functions traly independently, 
it should be directly placed under the Director of Audit. 

I 8 a .  19 Ministry ofFinance The Committee had adso suggested in their 89th Report 
(Department) of (5th Lok Sabha) that it should be examined whether the staff 
Banking and Kevenue working in the Internal Audit Department should not be formed 

into a separate cadre with adequate career prospects with the Inter- 
nal Audit Department so that the members working there may 
really feel free to r e p r t  on the mistakes found in the documents of 
the Custom House, It has been stated by the Miastry in theit 



reply that it is not possible to set up a separate cadre for auditors ! 
for the reasons that firstly the cadre would be very small and audi- . 
tors may not have reasonable chances of promotion and secondly 
auditors will not have any field experience and will be handicapped 
in their work. 

The Committee feel that these difficulties are not insur- 
mountable. The Committee had recommended the pattern follow- 
ed by the Railways for the intern21 check of their transactions to 
be adopted for the Customs Department. The Committee suggest 
that this pattern should be carefully studied with a view to adopt- 
ing it on the customs side. 

The Audit Paragraph refers to 133 cases of seizure of contra- 
band gold pertaining to the period from January 1970 to June 1974 
involving a total value of Rs. 14.74 crores. According to the informa- 
tion furnished by the Ministry, in 72 of the cases prosecution had 
been launched, in 12 cases prosecution was under consideration, 26 
cases were pending adjudication and in 20 cases goods remained un- 
claimed. Out of 72 cases in which prosecution was launched 30cases 
had resulted in conviction, two in acquittal, while the remaining cases 
are still pending in the courts. The Committee are surprised that 
in as many as 12 cases of import of contraband gold the question of 
launching prosecution was still under consideration. Seizure of gold 
should invarjably be followed by very prompt action, for delay 
defeats the very purpose of the law. The cases pending with the 
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Courts should be vigorously pursued, and a report sent forthwith to 
the Committee. 

21 3.52 MiniSW of Finance As stated earlier, 26 cases are pending adjudication, while in  
(Depanment Of 20 cases the goods remain unclaimed. The Committee disapprove of Revenue and Banking) 

such delay in adjudication after seizure of contraband gold. Why 
the 20 cases in which goods are unclaimed should be still pending/ 
should be explained. 

The Committee understand that the delay in adjudication is 
to some extent due to the legal process required to be followed and 
that sometimes the position is aggravated by the dilatory tactics ad- 
opted by the parties concerned. The Ministry is not in favour of any 
time limit, however, reasonable, being fixed for finalimtion of adjudi- 
cation as that might, in its view, result in the cases being decided 
in slip shod manner. 

--do. - The Committee asked whether any change in law was felt 
necessary to reduce delay in adjudication. The Board explained that 
it would be salutary if there was some system by which the parties 
could be precluded from having as much opportunity as they have 
at present to delay ~roceedings. If, however, full opportunity was 
not given writ petitions might be filed under Articie 226 of the Con- 
stitution. In such circumstances, the Board was examining how the 



writ jurisdiction in some of these cases could be taken away. The 
Committee expect that this examination will be expedited and the 
results made known. It is particularly urgent that the law's delays 
should be eliminated at least in adjudication of cases relating to 
smuggling. 

-do- While conceding that the delay in adjudication should be 
minimised, the Ministry appeared to be of the view that this matter 
should rather be left to heightened administrative check and inspec- 
tion. It  was expected that with a strengthmed staff work could be 
done more speedily and efficiently. The Ministry also intimated that 
one reason for delay in adjudication proceedings was that senior 0%- 
cers were under severe pressure and could not devote as much time 
and attention as was needed. 8 

This does not appeal to the Committee to be an insurmountable 
difficulty. Pending a radical solution of the problem, these matters 
should be intelligently tackled and the Central Board of Excise and 
Customs should step up scrutiny of pending cases and ensure quick 
disposal since only a proportion of it have peculiar complications. 

25 3.56 Ministry of Home ACilirs The Committee have learnt that in order to avoid delays in , 

courts, it has been decided in principle to establish special courts for 
trial of customs ~ffences. The Committee welcome the idea and urge 
that speedy action is taken in this matter. 

26 3'57 Ministry of F i  rance 
(D:~tt, of Revenue & The Committee are gravely concerned about the unconscion- 
Banking) able delay in adjudication of cases of seizure of goods (other than 



  mini sty of ~ i n a n c e  
(Department of 
Revenue and Banking) 

gold) in various Collectorates of Customs and Central Excise. To give 
an exampre of the position, the Audit Paragraph had pointed out that , 
in Calcutta Custom House alone in July 1974, out of 3,462 cases of 
seizures pertaining to the years 1968, 1969, 1970 and 1971, 364 cases 
were still pending. As on 1st February, 1975, 314 cases had not been 
adjudicated or in which disposal orders had not been passed. How- 
ever, during evidence in September, 1975, the Committee were in- 
formed that only 25 of those cases awaited adjudication and/or post- 
adjudication disposal. The fact that the Custom House could dispose 
of 289 old cases after the Audit Paragraph indicates that serious 
efforts had not been made earlier in this direction. z 

According to the information furnished to the Committee per- 
taining to the years 1972,1973 and 1974 as many as 4378,7970 and 9005 
cases respectively were pending on 30th September, 1975 in most of 
the Customs Houses taken together for want of adjudication or dis- 
posal orders. The value of goods other than gold seized during the 
period 1969-70 to 1973-74 and pending disposal as on 31st March, 1974 
in some Collectorates of Customs and Central Excise about which the 
Committee had information is very large. In this connection, m n -  
tion may be made of the goods valued at Rs. 31,47,19,827/- pending 
disposal in the Collectorate of Customs (Prev.) Bombay, Rs. 67,09,800 
in Collectorate of Customs, Calcutta and Rs. 44,84,838 in Collectorate 
of Central Excise, Calcutta. The Committee are disturbed by such 
figures and would require the Central Board of Customs and Excise 



to examine the matter earnestly and prevent such accumulation in 
future. 

Under the existing procedure the confiscated goods are 
not disposed of till all the entire process of adjudication, appeal and 
revision petition etc. has been completed. Only in certain types of 
cases namely, (i) where goods are likely to deteriorate or perish, 
(ii) where the recurring cost of upkeep as of animals, is dispropor- 
tionately high, and (iii) where arrangements for storage cannot be 
provided except, as in the case of dangerous commodities, at dispro- 
p~rtionace:y high co,. the confiscated goods can be disposed of ear- 
lier. The Committee learn that Government are considering whether 
legal powers may be taken for disposal of confiscated goods even 
before t b s  disposal oE appeals, revision petitim.; etc. 'rh Cc1:miitc-e 
feel that Government should have made these execrcises much ear- 8 
lier, and urge rapid finalisation of the issues involved. 

It  was ~dmit ted during evidence that the Board had already 
noticed that for identical goods, there were wide variation in the 
prices fixed by different Collectorates. The C1;mmittee learnt that 
insructions had been issued to Collectort;~ to furnish report list of 
prices fixed by them for all consumer goods of well-known makes to 
the Didectorate of Inspection whose duty was to analyse such re- 
ports and bring to the notice of the concmed Collectorates any wid(. 
variation in prices fixed by them. 

30 3'61 -do- The W m i t t e e  are anxious that there should be u n i f o d t y  in 
-- - valuation of identical goods by the various Excise and CustomS --- .-- -- - .- - 
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Collectorates and that the prices fixed should be realistic and com- 
parable with market prices. This matter should receive the cons- 
tant and vigilant attention of the Board. 

 ini is try of ~inance The system of sale of confiscated g o d s  through Cooperative 
(Dept. of IXevenue & Societies hitherto in vogue has been under review by Government. Ban king) In August, 1975, instructions were issued to all the Collectors of 

Customs and Central Excise that confiscated watches could be sold 
as a first priority to the Armed Forces, Central Reserve Police, 
Border Security Force and Para-Military Forces upto their full re- 
quirements, and if any were left over they could be sol4 to the $I, 
National Cadet Crops Formations, Police Canteens and the Home 
Ministry Cooperative Society. In the case of calculating machines 
the instructions were that they should be sold to Government offices 
in the first instance and then to the Universities and similar insti- 
tutions. Similarly, Electronic goods were to be sold to SchooIs, 
Universities, Government offices etc. in the first instance and if no* 
taken up by them, sold to the National Cadet Corps FormationS 
and other organisations. Regarding confiscated textiles/fabrics the 
Collectors were directed in October, 1975 to ?ispose them of in 
accordance with the existing orders after escalating the prices by 
50 per cent over the price for similar goods prior to June, 1975, pro- 
vided that the price refixed was not more than 90 per cent of the 
prices of similar goods manufactured in India. The pdces, it ap- 



pears, are being further reviewed. The Committee have also berm 
informed that the question of export of cmfiscaterl textiles through 
the State Trading Corporation is b e i ~ ~ g  studied. ThR Committee 
wish that early decision in this matter which is not too complex 
should be taken by Govenunent In the meantime, necessary 
safeguards should be enforced so that misuse of the present pro- 
visions is prevented and there is no veiled trading, by the backdoor 
as it were, of smuggled gmds. 

According to the Audit Paragraph, the stock taking reports 
(August, 1974) in Calcutta Custom House revealed that in 439 cases 
the seized goods were not physically there and the Master Register 
did not also bear any indication of the sale receipts thereof having 
been deposited to the Government account. During evidence the 
Committee were informed that these items had been actually dis- 
posed of but the vouchers could not be entered in the boobs on 
account of unusual nrsh of work. Subsequently, it seems, the 
vouchers did get entry in the books, and the officer involved in the 
matter had been suitably dealt with for the delay in entering the 
vouchers. The Committee are unhappy a t  such glaringly defective 
maintenance of store accounts in the Calcutta Custom House. 

The Committee recall that in paragraph 2.108 of their 44th Re- 
port (3rd Lok Sabha?, it had been recommend4 that comect ac- 
counting procedures should invariably be followed so that, mal- 
practices could be checked in time. In pursuance of this recorn- 

- --- 



mendation, the Directorate of Inspection were required to keep a 
close watch on the procedures and cany out inspections from time 
to time. The Committee are anxious that this task should be 
seriously undertaken and competently performed. 

3 .64 of Finance It has come ta the notice of the Committee that there has hardly (Dept. of Revenue & 
Banking) been any uniformity in the procedures followecf by -Herent col- 

lectorates in maintaining correlation between the registers kept for 
recording seizures and disposal of confiscated goods, but that Ins- 
tructions have been issued by the B q d  to ensure uniformity in 
this regard. The Committee consider that the correlation and 8 
conciliation between the entries in the Master Sheet, Inventory re- 
gister and Cash Memos of disposed goods is essential and would ask 
the Directorate of Inspection to keep it seriously in mind. 

During a visit to Custom Houses at  Delhi, Calcutta, an? M a W ,  
it was found that there was delay in disposal of seized vehicles 
which were often kept exposed to the vagaries of weather. Thus 
inevitabIy reducing their disposal value. Tlie Committee are SW- 
prised that a proposal made as far back as in 1970, for putting Up 
a shed in the Custom House, Delhi has not yet been implemented 
This is something which can be done at  once. Thb Committee 
urge also that the adjudication of cases and the disposal of CO- 
cated vehicles should be expedited by a little special e f f d  



This is a clear case of contravention of Government orders 
(December, 1972), according to which, confiscated rayon and other 
synthetic yarn were required to be sold in auction by the depart- 
ment directly to Weavers' Association/Cooperatives and certified 
users without any discount. Under earlier instructions of the Cen- 
tral Board of Excise and Customs of May, 1972, there had been, i t  
appears, a practice in Bombay Custom House to sell the yarn to 
cooperative societies at market price less 10 per cent. The Com- 
mittee are unhappy that this practice was continued in spite of the 
subsequent orders issued in December, 1972. The Collectorate of 
Central Excise, Bangalore also followed the wrong practice preva- 
lent in Bombay Collectorate, on the parties concerned producing 
copies of Cash Memos issued by the Collectorates of Customs 
and Central Excise, Bombay, without applying their mind to such 3 
cases and glibly overlooking that the practice contravened the 
orders of the Board issued in December, 1972. This resulted in h s  
by way of discount amounting to Rs. 74,354 on the sales during the 
period from March to November, 1973. The Committee wish that 
responsibility should be fixed for such contravention of the GQV- 
ernment's categorical orders issued in December 1972, both in the 
Bombay and Bangalore Collectorates. 

The Committee note, however, that the orders of the Board 
issued in December 1972 were subsequently modified in May, 1974, 
to the effect that such yarn could be sold to Weavers' Association 
Cooperatives on the basis of the market price minus 10 per cent 



discount. But no siltisfactor. procerlurc appears to have been fol- 
lowed by the Bungalore Cdlecturatc to ascertain the market price 
for the identical goods. Arcording to the figures furnished by 
Audit, the prices obtained in auction by the neighbouring Cochin 
Customs were consir\erahly higher than those charged by the 
Bangalore Col lectorate from the Handloom Cloth Manufacturers 
Associations. The price of nlamilion Gold Yarn was Rs. 44.50 a t  
Cochin Customs House vis-a-cis I'rs. 17 obtained in the Bargalore 
Collectorate during the period July-September 1974. This is a wide 
disparity, and the Committee do not countenance the view urged 
on them that it would be unrealistic to compare the auction p r iw 
in the Cochin Collectorate and the market price followed in 
the Bongaloic. Collwtorate. Even granting that auction and market 
prices might be somewhat different. the Committee do not consider 
that the gap could be so wide. It may be noted, for whatever it 
is worth, that the prices fixed by the Bombay and Bangalore Collec- 
torates were somewhat comparable. Indeed, this whole matter of 
whether the market prices in the Bangalore and Bombay Collec- 
torates were properly fixed should be looked into. The Committee 
are of the view that the Department might itself conduct an auction, 
and on the basis of such experience as well as other circumstances 
of which they can take cognisance, evolve a fairly foolproof proce- 
dure in this regard. 



37 3'87 Ministry of Finance Thls is a c:m of delay in the d~sposal of smuggled goods seized 
(DeIJtt. of Revenue after a strenuous chase by a Customs Patrol Party. I t  appears 
&panking). that  the goods were thrown on to the sea and were naturally some- 

what damaged in the plocess. The Department unfortunately sat 
on them for about 10 months bcfole the? could be disposed of. The 
Committee ulsh the Board to examme steps for quick disposal of 
similarly damage J goods. at least before the deterioration goes too 
far. Powers could be delegated to the officers for rapid disposal 
of such damaged goods particu!arly when they are unclaimed. It 
should he ensured also that  the price of such damaged goods a t  
the time of selzure and of auctlon is fised realistically. 

- - - - -  - - - a - 




