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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised by the
Committee, do present on their behalf this Two Hundred and Third Report
on the action taken by Government on the recommendations of the Public
Accounts Committee contained in their Hundred and Thirty-Fifth Report
on Chapter I of the Report of the Comptroller and Auditor General of India

for the year 1971-72, Union Government (Civil)—Revenue Receipts,
Volume I, Indirect Taxes.

2. On the 3rd June, 1975, an Action Taken/Sub-Committee consisting

of the following Members was appointed to scrutinise the replies from Gov-
ernment in their earlier Reports:—

Shri H. N. Mukerjee—Chairman
Shri V. B. Raju—Convener

Shri Priya Ranjan Das Munshi

Shri Darbara Singh ]
Shri N, K. Sanghi

Shri Rabi Ray

Shri Raja Kulkarni

Dr. K. Mathew Kurian

Members

e —

3. The Action Taken Sub-Committee of the Public Accounts Committee
(1975-76) considered and adopted this Report at their sitting held on the
27th February, 1976. The Report was finally adopted by the P.A.C. on the
8th March, 1976.

4. 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/observations of the Com-
mittee have also been reproduced in a consolidated form in the Appendix
to the Report,

5. The Committee place on record their appreciation of the assistance

rendered to them in this matter by the Comptroller and Auditor General of
India.

New DELHI; H. N. MUKERIEE,
March 9, 1976. Chairman,
Phalguna 19, 1897 (8). Public Accounts Commitee,

@



CHAPTER |
REPORT

1.1. This Report of the Committee deals with the action taken by Gov-
ernment on the Committee’s recommendations/observations contained in
their 135th Report (Fifth Lok Sabha) on paragraphs relating to Customs
Receipts included in Chapter I of the Report of the Comptroller and Auditor
General of India for the year 1971-72, Union Government (Civil), Revenue

Receipts, Volume I, Indirect Taxes. The 135th Report was presented to the
Lok Sabha on 25th April, 1975.

1.2. Action Taken Notes have been received from Government in respect
of 30 out of the 31 recommendations/observations contaned in the Report.
In regard to the remaining recommendation contained in paragraph 1.55 of
the Report (SI. No. 10 of the Appendix to the 135th Report), the Committee
had been informed by the Department of Revenue and Insurance that the
Ministry of Shipping and Transport had been asked on 17 July, 1975 to take
action thereon as it related to the Cochin Port Trust. The Committee had
pot, however, been informed of the action, if any, taken in this regard by the
Ministry till the finalisation of this Report.

1.3, It is distressing that in spite of repeated exhortations, Ministries are
still remiss in informing the Committee of the action taken or proposed to be
taken on their recommendations within the prescribed period of six months.
in the present case referred to above, the Committee are yet to be told of the
action taken on the recommendation contained in paragraph 1.55 of the
135th Report, though nearly ten months have elapsed since the presentation
of the Report, and the attention of the Ministry of Shipping and Transport
had also been specifically drawn to the Committee’s recommendation by the
Department of Revenue and Insurance as early as July, 1975. This is not
the first occasion when there has been a default by the Ministry in this regard.
It would, therefore, appear that adequate attention is not being paid by the
Ministry to the processing of the Committee’s recommendations. The
Committee take a serious view of this default and desire that the reasons
therefor should be gone into and appropriate action taken. The current
modalities for the processing of the Committee’s recommendations should
be reviewed and suitable remedical measures sdopted. The action takenm
by the Ministry in the present case particularly should be intimated to the
Committee forthwith,
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1.4, The Action Taken Notes received from Government have been
categorised as follows:

(i) Recommendations/observations thar have becn accepted by
Government:

Sl. Nos. 4, 8, 9, 11, 20, 21, 22, 24, 27, 28, 29 and 31.

(ii) Recommendations/observations which the Commiiitee do not
desire to pursue in the light of the replies of Government:

SI. Nos. 14, 15, 17, 18 and 19.

(lii) Recommendations/observations replies 10 which have no: been
accepted by the Commitiee and which require reiteration:

S Nos. 1, 2, 3, 12, 13, 23, 25 and 26.

{iv) Recommendations/observations in respect of which Government
have furnished interim replies:

Sl. Nos. 5, 6, 7, 16 and 30.

1.5. The Committee expect that final replics, duly vetted by Audit, in
respect of those recommendations/observations to which only interim re-
plies have so far been furnished will be submitted to them withount ferther
loss of time.

1.6. The Committee will now deal with the action taken by Govern-
ment on some of their recommendations/observations,

Varniations berween budger estimates and aciuals.  (Puoragraphs 1.21 and
1.22—S!. Nos. 1 and 2)

1.7. Reviewing the actual realisation of Customs duties during the ycar
1971-72 vis-a-vis the budgetary forecasts in this regard, the Committee, in
paragraphs 1.21 and 1.22 of the Report, had observed:

“1.21. The Committee are concerned to find that during the year
1971-72 the variation between the budget estimates (Rs. 534
crores) and actuals (Rs. 695.67 crores) of the Customs Re-
ceipts amounted to Rs. 161.67 crores which work out to 30.28
per cent. In fact the percentage of variation is the highest re-
corded during the last 10 years. The two post-budget levies
i.e. regulatory duty of customs imports and increase in export
duty on carpet backing and other hessians accounted for varia-
tion only to the extent of about Rs, 24 crores. The bulk of
the variation was due to larger imports than expected in respect
of petroleum products, iron and steel and some other commo-
dities, viz,. machinery, motor vehicle parts, chemicals and other
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industrial raw materials and fertilizers, Such a wide gap bet-
ween the budget estimates and actuals points to the conclusiom
that the present system of estimating receipts of customs duty
is seriously defective and undependable and that this has not
even been realised shows lack of efficiency at the top.”

“1.22. In pursuance of the recommendation made by the Committee

1.8. In

in paragraph 6. 1(c) of their 89th Report (Fifth Lok Sabha),
Government appointed an Expert Committee in January, 1974
to suggest ways and means of achieving a more accurate and
scientific forecasting of customs revenue. The Expert Com-
mittee in the report submitted in June, 1974 have expressed
the view that a system which secks to take as its quantitative
base the past import levels of a large number of commedities
which do not display any reliable trend and build on it qualita-
tive judgement which again depends on hunches and informed
guess work at various levels of estimation is not calculated to
yield satisfactory results, The Expert Committee have suggest-
ed the use of a statistical method for forecasting customs reve-
nue to provide a more accurate forecast of likely level of total
imports in the budget year as well as the likely level of customs
revenue. The Expert Committee have suggested that the Cen-
tral Board of Excise and Customs should give urgent thought
to further examination of possible statistical and econometric
moadels for forecasting customs revenue. The Committee desire
that the necessary follow up action on the recommendations of
the Expert Committee should be expedited and the progress
reported to them.”

their Action Taken Note dated 18th August, 1975, the Depart-

ment of Revenue and Insurance have, inrer alia, stated:

“Customs revenue is largely from import duties and this is, in the

The

main, governed by a number of imponderables such as avail-
ability of foreign exchange, fluctuations in international prices,
changes in import composition depending on industrial pro-
duction in the country and the like.

Expert Committee appointed by the Government on 7th Janu-
ary, 1974, to suggest ways and means of achieving a more
accurate and scientific forecasting of customs revenue, sub-
mitted its report in June, 1974. In its appraisal of the present
system of estimating receipts of customs duties, the Committee
has observed in para 3.1 of its report that a great deal of care
and effort is taken at every level in presenting as reasonable and
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as accurate a forecast of customs revenue as possible each year
and that considerable amount of refinement and improvements
have been brought about in the methodology and the proce-
dures in recent years. However, given the well-known impon-
derables in the situation, such as fluctuations in international
prices, constraints of foreign exchange availability, changes in
import composition, and the like, even the great care that is
taken has not resulted in a reasonably accurate system of fore-
casting. In spite of the basic and inherent limitations of the
present system, referred to in the report, the Committee has
not suggested its complete elimination but has recommended
that simultaneously work on forecasting by the statistical method
should proceed apace and when sufficient evidence of the greater
reliability of the statistical method is established, this method
should be used to supplement the present method for forecast-
ing of revenue and that for the next one or two years till a suit-
able statistical model can be devised, the present system as
refined may continue to be employed.”

1.9. The following statement, furnished to the Committee in this
context by the Department, indicates the follow-up action initiated on the
recommendations of the Expert Committee, appointed in January, 1974,
to suggest ways and means of achieving a more accurate and scientific
forecasting of customs revenue:
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No.

Recommendation

Action taken by the Government

1

Th: Cuoym Hyises s'oald farnish to the Coatral Board of Excise and
Cstoms 2stimatss of guantity/value of imports that are implicit

-xintazir revised estimates oflik:ly revenue during the current year

" (Para 3°8).

Estimate for th2 B1tz:t y:ar provided by the Custom Houses do not
sarveany as:fulpirpirse.  Cuastoms Houses should be asked topro-
vidarevised astimatesor c titrn; v anrd imoorts for th= current
year. T Coral BoardnfExzise and Ciastoms may also consider
whether the Collactor of Customs should not discontinue providing

revenue estimatesin th: present form for the Budget year. (Para
3°9).

Thnzoacincipal pidliciztdr oot/ xort 1123ci23 (pirticilarly those
m:ationed above) should strengthen their present machinery for
data cllzction and should b:in a position to provide accurate es-
timates of actual imprts with a maximum time lag of two months.
Th2se ag:1cies shrald also strengthen their system for forecasting
of their future import programme. (Para 3 10).

Pollowing the recommendation of the Data Improvement Commi-
ttee, a short term frrecasting cell should be established in the De-
partment of Economic Affairs, which among other things should
attempt the task of forecasting of international prices (Para3*15).

Thenew classification (of budgatary sub-head) constitutes a consider-
able improvem:atoverthe existing classification scheme and should
be implemented asearly as possible. Later on the residual sub-
head should be further reduced to constitute no more than 10
per cent of the likely total import revenue. (Para 3. 19).

The Central Board of Exzise and Customs should invite the Collec-
tors of Customs from thz major Co'lectorates to a quarterly review

of the actual customs revenue, andlikely trend in revenue for the
year as a whole, (Para 3-22).

Paras3.8and3-9 : Althoughthe Expert Committee had observed

in para 3.9 of its report that the estimates for the Budget year
provided by the Custom Houses did not serve any useful pur-
pose, it was felt that these estimates which the Collectors fur-
nished on the basis of information available tothem, did con-
tribute to an extent to better estimation of likely revenue during
the Budget year. It was therefore decided not todo away with
this source of estimates altogether. Necessary instructions
have, however, been issued to the Collectors to furnish estimates
of quantity/value of imports implicit in their revised estimates
for the current year and forecasts for the next (Budget) year.

A copy of the Expert Committee’s Report has been forwarded to
the Administrative Ministries and important public sector
agencies concerned in the imports into the country and their at-
tention invited to the Committee’s observations/recommenda-

tions in paragraph 3-10 to 3-15 of the Report for necessary
action at their end.

A copy of the report has been forwarded to the Department of
Economic Affairs and their attention invited to thisrecommen-
dation for necessary action.

The revised classification of budgetary sub-heads under import
dutics has been put into operation from the 1st April, 1975.
Review for further sub-dividing the residuary sub-head would

be undertaken after watching the actual collections thereunder
during 1975-76. .

The recommendation has been accepted. The first such quar-

terly review for 1975-76 was made in Calcutta on the 1I1th
August, 197s.




S1.
No.

Recommendation

Action taken by the Government

7 Injudging the aceyracy or otherwise of forecasts it would bedesirableto  The observation of the Expert Committee has been brought to the

comparethe actual realisation with the budget forecast after elimi-

nating the very obvious causes of the variations between the two.
For example, a part of the difference between the budget forecast

and the actual realisation may be on account of changesin the rates
of customs or excise duties introduced duringthe course ofthe year.
Obviously, no system  of forecasting can adequately provide for

likely changes in rates of duty in the mid-year, the need for which

may arise either because of the need to raise more revenue during

the course of the yearor because of the change in the basic economic

Situation relating to a particular commodity. (Para 3°24).

notice of the Comptroller and Auditor General of India.

8 The Cantral Board of Excise and Customs should give urgent thought The recommendations have been accepted. Steps are being taken

to further examination of the possible statistical and ecorometric
models for forecasting customs revenue. We must stress that sta-
tistical formulae mentioned by usdonot provide rcady answers

tothe problems butare indicative ofthe dircction in which further

work can beinstituted. It is our suggestion that, for the further

prosecution of this work, the Central Board of Excisec and Customs

should have an Analytical Statistical Budget Forccasting Cell (as

distinct from the present type of Statistical Compilation Cell)

where similar techniques could betried and improved upon. The

Central Board of Exciseand Customsshonld also consider approach-
ing a body like the Indian Statistical Institute andfor the Central
Statistical Organisation for assistance in working out more rcfired
statistical forecasting techniques.

We do not wish to make any recommendations as to the size and compo-

sition of such a cell, for we believe that the Central Board of Excise
and Customs could devise the necessary organisational pattern. We
do, however, suggest that this cellshould be ir the charge of an eco-
nomist/statistician assisted by trained statistical investigators. This
cell may have other duties as well,though trying to improve the statis-
tical exzreise for forecasting purposes should be its primary term
of reference. While on this point and notwithstanding the fact that
it may be slightly outside of our terms of rcference, we wish to

to set up an Analytical Statistical Budget Forecestirg Cellon
the lines indicated by the Committee in the Central Board
of Excise and Customs. After the Cell has come into position
and gained some experience, it willbe entrusted with the work of
forecasting union exciseé revenue also.

9|



suggzst that the Statistical Forecasting Cell so constituted might
as wzll look into forecasting of union excise revenue also, for the
Central Board of Excise & Customs is corcerned directly with excise
revenue as well. (Paras 4.8 and 4.9).

9 Therefore, what we would recommend at thisstage is that for the pur- The recomm:ndation has bezn noted for necessary action.
pose of inclusion in the budget forecast for the next one or two years, )
the present system as refined may be employed. Simultaneously work
on forecasting by Statistical method should proceed apace and when
sufficient evidence of the greater reliability of these methods is estab-
lished, this method should be used to supplement the present methods
for forecasting of revenue.

Ifth> statistical mzthods are used for forecasting of total imports and
total revenue for budgetary purposes, it would still be necessary to
provide estimates of revenue for different import categories. This
would have to be done on the basis of informed judgement and we
suggest that the Central Board of Excise & Customs should break
up the totalimports yielded by the statistical method into the reguired
broad - categories for purposes of budget presentation on the basis of
>yas tltations and discussions particularly with the Department of
Beonomic Affairs which is therelevant Department for the purposes of
programming of next year’simports. (Paras 4. 1o0and4.11).
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1.10. The Committee have on many occasions sought to impress upon
Government the need for a more scientific and realistic formulation of the
budget proposals so that the widening gap between the estimates and actuals
could be reduced. As Expert Committee, appointed in January, 1974 in
pursuance of the Committee’s recommendation contained in paragraph
6.1(i) of their 89th Report (Fifth Lok Sabha), to suggest ways and means of
achieving a more accurate and scientific forecasting of Customs revenue, had,
inter alia recommended, as early as June, 1974, the use of statistical me-
thods for the purpose and had wanted also the establishment of an Analyti-
cal Statistical Budget Forecasting Cell in the Central Board of Excise and
Customs. The Committee are concerned that there has been no final deci-
sion in this regard even after the lapse of a conmsiderable time. This re-
commendation of the Expert Committee should not be too difficult to im-
plement, and the Committee trust that the Cell would be set up without
further delay and that the annual budgetary exercises would be made on a
more meaningful basis,

1.11. The Expert Committee had also suggested that the Central Board
of Excise and Customs should consider approaching the Indian Statistical
Institute and/or the Central Statistical Organisation for assistance in werk-
ing out more refined statistical forecasting techniques. The Committee
would like to be informed of the follow-up action, if any, taken in pursvance
of this suggestion.

1.12. The Committee note that two other important recommendations
of the Expert Committee relating (i) to the strengthening of the existing
machinery in the principal public sector import/export agencies for data
collection and for forecasting their future import programmes, and (ii) to the
establishment of a short-term forecasting cell in the Department of econo-
mic Affairs which should, inter alia, attempt the task of forecasting interna-
tional prices, have been referred to the administrative ministries and public
sector agencies concerned for necessary action. While the Committee
naturally expect to be appraised of the action taken i this regard by the
relevant agencies, they would also stress the importance of a coordinated
approach to this entire problem so that positive steps can be taken expedi-
tiously to streamline and refine the existing systems for budgetary forecasis.
The Committee would suggest that the Department of Economic Afiairs
which is most closely involved in the matter, should play a leadmg role in
this regard. ‘

Impact of Regulatory duty of Customs (Paragraph 1.23—SI. No. 3). B

1.13. Examining the impact of the regulatory duty imposed by Govern-
ment to restrain imports from abroad, the Committee, in paragraph 1.23 of



the Report, had observed:

“A significant factor which came to the notice of the Committee was
that with a view to regulating the quantity of goods imported
from abroad and for exercising restraint on imports, the Gov-
ernment took powers from Parliament to impose regulatory
duty of customs first in the Finance Bill, 1963 and a similar
provision has continued to be made in subsequent Finance
Bills on year to year basis. The provision was invoked only
on 17th February 1965, when regulatory duty at a flat rate of
10 per cent of the value of all imports with the exception of
foodgrains, fertilisers, pesticides, books, etc. was imposed. It
was withdrawn with effect from 6-6-1966 consequent on deva-
luation, as it was considcred that devaluation itself would res-
train imports which was not correct. The levy was again im-
posed on 13th December, 1971 because of the need to put a
restraint on imports in the context of war with Pakistan. The
Committee, however, note that the actual realisation of regu-
latory duty was to the extent of Rs. 14 crores as against the
anticipated revenue of Rs. 12 crores during the year 1971-72.
1f the enabling provisions were intended to impose a restraint
on imports, the realisat'on should show a lower figure than anti-
cipated and not an increase. In this connection the Committee
notice that the value of imports which was Rs. 1582 crores in
1969-70 and Rs. 1634 crores in 1970-71 went up to Rs. 1825
crores in 1971-72. The Committee feel that the power of the
executive to enhance the levy authorised by Parliament is some-
what extruordinary and the exercise of the power so granted
can be justificd only if the intention s fulfilled. This does not
appear to have happened. In order that Parliament may come
to a proper appreciation of the position an evaluation of the
imposition of regulatory duties on imports in the past should be
given in every case.”

1.14. In their reply dated 4th August, 1975, the Department of Revenue
and Insurance have stated:

“Para 1.23 of the Committee’s Report reproduced above raises the
following points with reference to the imposition of'regulatory
duty in the past: :

(i) that in view of the actual realisation of regulatory duty during
1971-72 being higher than the anticipated proceeds, the pur-

pose behingd the levy viz. restraimng impovts was ot achieved,

If regulatory duty had the efect of restraining imports the
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revenue realisation from the levy would have been less than
anticipated;

(ii) that since the value of imports (Rs. 1825 crores) in 1971-
72 was higher than the value of imports (Rs. 1634 crores)
in 1970-71, the purpose of the imposition of regulatory
duty does not appear to have been achieved;

(iii) that the contention that devaluation itsclf would act as a
restraint on imports was not correct.

These points are analysed in the following paragraphs:

The purpose behind the imposition of regulatory duty was to ‘res-
train’ imports which is not quite the same as reducing imports.
A reduction means an absolute fall whereas restraint on im-
ports would, on the other hand, mean that in the absence of
the particular instrument of restraint (in the present case the
regulatory duty), the imports would have been even higher
than they actually were. Therefore, it cannot be said that
just because the value of imports did not decline, imports
were not restrained by the regulatory duty.

An increase in the value of imports in 1971-72 over that of 1970-71
cannot lead one to the conclusion that the purpose behind the
imposition of regulatory duty in December 1971 was not
achieved. For judging the impact of imposition of regulatory
duty in December 1971 (which is in the vear 1971-72), com-
parison has to be made of the imports in 1971-72 with those in
1972-73. Moreover such a comparison has to be in terms of
quantity and not value of imports for if there is a rise in the
rupee cost of imports as happened when there was a devalua-
tion of the rupee, even with a reduced quantum, the value of
imports could be higher. The quantum index of imports
(1958=100) compiled by the DGCI&S, Calcutta shows that
there was a fall in imports in real terms, the quantum index
having declined from 139 in 1971-72 to 133 in 1972-73, and
at least, a part of this decline has to be attributed to the levy of

regulatory duty.

The purpose of devaluation as a policy instrument is (a) to raise the
local currency unit cost of imports and thus bring ebout a f:}l]
in total imports and (b) to lower the unit cost of exports in
foreign exchange and thereby to promote exports. Hcre again,
an examination of the relevant figures in value terms is mislead-
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ing. The quantum index of imports (1958=100) declined from
154 in 1965-66 to 149 in 1966-67 which shows that in 1966,
devaluation did succeed in restraining imports, It must be added
however, that devaluation seeks to bring the cost-psce structure
of a country in line with the rest of the world. 1If this structure
again gets out of line because of inflationary pressures etc.,
obviously its purposc of restraining imports and increasing ex-
ports would not be fulfilled.”

1.15. The Committee find that the reply fumnished by the Department
of Revenue & Insurance in regard to their observations relating to the
‘imposition of the regulatory duty of customs, is silent on their recommen-
dation that an evaluation of the imposition of the regulatory duties on im-
ports in the past should be given in every case to enable Parliament to
‘come to a proper appreciation of the position. It is incumbent on Parfia-
‘ment to satisfy itself that the exercise by the executive of its delegated power
to levy regulatory duties has in fact fulfilled the objectives in view. The
‘Committee attach considerable importance to this recommendation and
would like to be apprised of the action proposcd to be taken in this behalf.

1.16. The attempts made by the Department to justify the imposition
of the regulatory duty to restrain imports from abroad, on 13th December,
1971, appear to the Committee to be based on certain hypothetical assump-
tions. The Committee would have been happier if Govirnment conld have
‘made available to the Commiftee more concrete facts in support of their
contention.

.Delay in finalising provisional asscssinents made under the specicl project pro-
cedure (Paragraph 1.36 and 1.37 SI. Nos. 6 end 7).

1.17. Commenting on a case of delay in finalising the provisional assess-
ments made under the special project procedure, the Committee, in para-
graphs 1.26 and 1.37 of the Report, had observed:

“1.36. Another unsatisfactory feature of this case is that there was
undue delay in finalising the provisional assessment made under
special project procedure, The contracts were registered on
Ist December, 1961 and the imports against the contracts were
spread over a period of § years in case of cross rails and 7 years
in case of surface measuring instruments. The assessments
have not yet been finalised as the final reconciliation statements
have not been submitted by the importer. The Committee are
not satisfied with the delay of 5-6 years in finalisation of the
assessments after the last importation. The Committee desire
that this matter should be vigorously pursued with the State

2473 LS.—2
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Undertaking concerned and the Committee apprised of the pro~
gress. A general review in this regard in all the Customs Hou~
ses also appears called for. For instance, in Calcutta Customs
House, out of 50 contracts registered during the period 1961—
73, none is current at present and it is not at all clear whether
all the provisional assessments relating to them have been fina-
fised. The Committee would await the results of the review as
well as the action taken to stop repetitions.”

*“1.37. From the figures furnished to thc Committee they find that
while the number of contracts still current in the major Custom
Houscs of the country is of a negligible order (12 in Madras
Custom House, none in Calcutta Custom Housc and 7 in Bom-
bay Custom House), the pendency of contracts in Visakhapat-
nam Custom House is abnormally high and out of 867 con-
tracts registered during the period 1961-—1973, the number
of contracts which are stil! current is 572. Out of these, as
many as 143 contracts relate to the period 1961—63. In the
opinion of the Committee it would not be in the public interest
to allow the contracts to continue for an indefinite length of
time as it is always fraught with the risk of loss of documents
and of goods becoming unidentifiable. The Committee, there-
fore, desire that a suitable time-limit, say 3 years, should be
prescribed for the currency of such contracts under the special
procedure.”

1.18. The Action Taken Notes dated 23rd December, 1975 furnished
in this regard by the Department of Revenue & Insurance are reproduced.
below:

Paragraph 1.36:

“The observation. of the Public Accounts Committec contained in
this recommendation have been noted and the concerned Cus-
tom Housec: have been instructed to pursue the matter vigorous-
ly with the concerned State Undertakings for submitting recon-
ciliation statements in respect of contracts against which imports.
have already been completed. A review of all the contracts
registered under the Special Procedure upto 1973 has also beem
undertaken by the Collectors concerned at the respective ports.
The results of this review will be intimated to the Public Ac~
counts Committee as soon as completed.”
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Paragraph 1.37:

“It has been ascertained from the Visakhapatnam Custom House
that at present therc are 34 contracts (special procedure) relat-
ing to the period 1961—63, pending finalisation in the Custom
House. These contracts are pending for want of certain docu-
ments/clarifications from the importers.

In this connection it may be mentioned that since most of the pru-
jects covered by the ‘special procedure’ are worth several crores
of rupees, the imports are spread over long periods.

The currency of a contract depends upon several factors such as
supply schedule, construction schedule, special requirements
of designs etc. of the importers, avaiiability of raw materials
ctc. Completion of projects therefore take sometimes a num-
ber of years. Any insistence on a time-Emit as suggested by
the Committee may become difficult to observe in many cases.
The matter has, however, been taken up with the Ministry of
Industrial Development and will be examined further to see if
it is possible to fix time-limits for different kinds of projects
and the circumstances in which extensions may be granted.”

1.19. The Committce note that in pursuance of their recommendation
contained in paragraph 1.36 of the Report, a review of all the contracts
registered under the Special Project Procedure upto 1973 has been under-
taken by the Collectors of Customs concerned. While the Committee would
await the results of the review which nceds to be expedited, they would like
to be informed of the specific steps contemplated or adopted in order to
streamline the existing procedures for assessments under the Special Proce-
dure so0 as to ensure that the provisional assessments made under this pro-
cedure are finalised within a reasonable time.

1.20. While it is encouraging that the number of con'racts relating to
the period 1961—63 pending finalisation in the Visakhapatnam Custom
House has been brought down to 34, the Commi tee feel that ther: is still
considerable scope for improvement. They would urge vigorous steps to
finalise these ?ld contracts without loss of time.

1.21. The Committee concede that it would be difficult to prescribe a
rigid and uvniform time limit for the currency of contracts under the Special
Procedure in all cases. Every endeavour should, however, be made to
ensure that the provisional assessments made under the procedure do not
fall into arrears and the final assessments are completed promptly. It should
also be possible to evolve a suitable categorisation of different kinds o
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projects on the basis of their scope and magnitude, and to prescribe suitable

lime limits for the finalisation of contracts in respect of each of such cate-
‘gories. The Committee note that this question is being examined further in
consultation with the Ministry of Industrial Develspment and would nrge
Government to arrive at an early decision in the matter.

Short levy of additional duty.
(Paragraphs 1.63 and 1.64—Sl. Nos. 12 and 13).

1.22. Dealing with a case of short levy of additional duty on imports

of rock phosphate, the Committee, in paragraphs 1.63 and 1.64 of the
Report, had observed:

“1.63 The Committee regret to obscrve that in this case failure of
the Custom House to scrutinise the contract resulted in under-
asscssment of custom duty to the extent of invoices in which
the values were for 95 per cent of the weight of goods shipped.
The under-assessment was detected on the scrutiny of the
contracts at the instance of Audit. The Committec are

unhappy that Internal Audit Department could not detect the
mistake.

1.64 It was the duty of the importer to bring to the notice of the
Custom House that invoices were provisional. The Com-
mittes pote that the importer in this cas2 is a public under-
taking, and therefore no action was tuken aguainst them. The
Committee desire that correct procedurc sheuld be followed
by all Public Undertakings. It ic the normal practice that
goods should be cleared by an authorised agent. If that is
s0. then the Committee would sugeest that action should be
taken against him for his failure in not producing the original
contract and invoices on his own accord under advice to the
" Committce,

1.23. In their Action Taken Not: dated 17 November, 1975 on the
above observations, the Department of Revenue & Insurance have state:

“The observations of the Public Accounts Committec have been
noted and necessary instructions in the matter have been
issued.”

1.74. The Committee, in their earlier Report. had specifically suggested
that appropriate action should be taken azainst the authorised clearing
agent, if any, in this case for his fa’lure in not producing the original con-

-~
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tract and invoices on his own accord. It is pot clear from the Department’s
reply whether this aspect has been examined and necessary action initiated.
The Commmittee, thereiore, wish that this should be looked mto quickly, in

case this has not already been done, and a more specific clarification con-
veyed forthwith,

Delay in disposal of confiscated goods.
(Paragraphs 1.107—Sl. No. 23).

1.25. Commenting on a case of theft in a Customs godown, the
Committee, in paragraph 1.107 of the Report, had, inter alia, observed as
follows:

“The Committee find that the earliest consignment stored in this
godown was of May 1967. This shows that the goods had
been stored for mor: than 3 years and no action was taken
to dispose them of; some of which could deteriorate in value.
The Committee are of the view that confiscated goods shou'd
be disrosed of cxpeditiously and, ordinarily, the disposal
should take placeé within three months of the confiscation.
This would ensurc the maximum rcalisation and, at the same
tme, reduce the possibility of deterioration in quality as also
of theft. The Committee would like to be informed about
the reasons for delay in this case.”

1.26. The reply dated 16 August, 1975 received in this regard from the
Department of Revenue & Insurance is reproduczd below:

“The observations of the Committee that confiscated goods should
be disposed of expeditiously have been noted.

As regards disposal within three months of the confiscation it may
be mentioned that except in the case of perishable goods, the
confiscated goods are held back from disposal until the appeal
period is over. This pericd is ordinarily thrce months and
can be extended by another 3 months in special circumstances.
If the appeal is filed then the goods do not become tipe for
disposal until the appeal is disposed of. There is also a
provision for revision application against the decision in
appeal. The timc limit for this is 6 months which can be
extended by another 6 months in special circumstances. If
the revision application is filed the goods do not become ripe
for disposal till the revision application is disposed of. The
confiscated goods also do not become ripe for disposal where
thc goods becomc the subject matter of court proceedings
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unti] the proceedings are decided upholding the confiscation
of the goods. Where finalisation of court proceedings is
likely to take time the courts are approached to accord their
permission for disposal of goods particularly where goods
are likely to deteriorate and for holding the sale proceeds in
deposit. Where, however, appeals and revision applications
are not filed in time the goods can be taken up for disposal
as soon as they are ripe for disposal.

In the cascs covered by the theft of August 1970, it has been
ascertained from the Collector that out of the 13 consignments
involved, 7 had not been adjudicated, in five, adjudication had
taken place between November 1969 and Murch 1970 and
in on: case appeal had been rcjected in May 1970 and in
these cases disposal action was pending for want of clear
information regarding whether appeal/revision application had
been filed.”

1.27. It would appear from the details now furnished by the Depart-
ment of Revenue & Insurance in regard to the cases covered by the theft
of August 1970, that as many as 7 out of the 13 consignments involved had
not been adjudicated and that in respect of 5 other consignments the ad-
judication had taken place betwecen November 1969 and March 1970. The
Committee have taken up for examination this year (1975-76) cases of delay
in adjudication of goods seized by Customs Houses and the position that
emerges out of this examination is rather disturbing. While the Committee
would deal with this question in detail later, they are anxious that all the
prescribed formalities should be completed in the least possible time and
the goods confiscated disposed of expeditiously to emsure the maximum
realisation and to reduce the possibility of theft and of deterioration in
quality. The Committee would, therefore, suggest a thoroungh review of the
existing proccdures for the adjudication, confiscation and disposal of seized
goods and the adoption of necessary remedial measvres thereater. In any
case, in respect of cases of confiscation where appeals or revision applica-
tions have not been filed within the prescribed periods, it should not be too
difficult to dispose of such goods with the utmost expedition to the best
advantage of Government,

1.28. The Committee also observe from the Department's reply that in
respect of those cases in which the adjudication proceed'ngs had been com-
pleted, the disposal action was kept pendirg in the absence of clear informa-
tion regarding the filing of appeals|revision applications. It would appear
that a communication gap exists at present between the different authorities
concerned. The Committee cannot understand how such a situation had
. jpeen allowed to develop and would like an explanation. The Central Board
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ot Excise and Cuastoms should also ensure that the methods now cwrrent
for the interchange of information between different agensies which process

cases of seizare and confiscation are properly streamlined and all bottle-
necks eliminated,

Loss of goods from Customs custody,

{ Paragraph 1.109—-SI. No. 25).

1.29. In paragraph 1.109 of the Report, the Committee had observed:

“The Committee note that during the year 1971-72, the total losg
of goods from the Customs® custody due to theft and other
causes amounted to Rs. 27,542, The Committee require
that the Board must ensure that there arc proper security
arrangement in the Customs godown. All cases of major
losses and theft should be reviewed by the Board to ascertain
whether there was any collusion. To guard against clan-
destine removal of goods and later on covering it up as theft,
there should be frequent surprise verification of goods by
higher Departmental officers.”

1.30. In their Action Taken Note dated 15 Dcecember 1975, the
Department of Revenue & Insurance have replied:

“The observations of the Committce have been noted. Necessary
instructions have also been issued to all Collectors in accord-
ance with the observations of the Public Accounts Committee.”

1.31. It is not clear from the Department’s reply whether the Central
Board of Excise and Customs have undertaken a review of all cases of major
losses and thefts from Customs godowns with a view to ascertaining whether
there was any collusion on the part of the Customs staff. The Committee
desire that such a review, if not already made, should be conducted early
-and the results intimated.

Unauthorised export of goods.
(Paragraph 1.121—SI. No, 26).

1.32. Dealing with a case of cxport of unmanifested cargo, the Com-
mittee, in paragraph 1.121 of the Report, had recommended:

“The Committee feel concerned to find that in this case the scized
vessel carried unmanifested goods of the order of 40 tons.
According to the Ministry it is likely (mere guess) that thc
unmanifested cargo was loaded beyond the port limits. The
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Committee are surprised how such huge bulk of goods could

. be loaded in a vessel beyond the port limits in mid-sea without

docking and platform facilities. The Committee, therefore,
maintain that the matter needs further investigation as to-
where the unmanifested goods were loadsd and whether
there was failure on the part of Customg officers.”

1.33. The reply dated 16 August, 1975 furnished in this regard by the
Department of Revenue & Insurance is reproduced below:

“Two senior officers were deputed to investigate as to wherefrom

The

the unmanifested goods were loaded and whether there was
failure on the part of Customs Officers, They studied the
matter in depth. There are two distinct possibilities in this
regard to the placing of the cargo on board the vessel. The
unmanifzsted cargo could have been loaded at Calicut port
during the period the vessel was laying in anchor in the port.
The second possibility is the cargo like the illicit emigrants
could have been loaded at mid-sea after the vessel took port
clcarance, They have stated that the statements of the crew
of M.S.V Shaman and the illicit emigrants give an impression
that the unmanifested cargo found on board the vessel, might
have been loaded during the period M.S.V. Shaman was lying
in anchor at mid-sea at Calicut port. At best this impression-
can only be a presumption or suspicion. In their opinion it
cannot be conclusively established at what point of place the
unmanifested cargo was loaded into M.S.V. Shaman,

loading of the authorised cargo for these vessels takes place
only at mid-sca at Calicut port. The export vessels always
remain at a distance of 3 to 5 km, and the cargo after com-
pletion of customs formalities are loaded into lighters who
convey the cargo to the vessel lying in anchor in the mid-sea.
The facilities like berthing alongside of wharf and platform
arrangements for loading of cargo as found in major ports
are not available in minor ports like Calicut. In the Calicut
port there is a large traffic of lighters carrying cargo to the
sailing vessels. The foreign and local cargo are segregated
at the North and South piers on the coast, but after the lighters
leave the piers, there are difficulties in segregating them. The
goods for export are covered by boat notes to cnable checking.
Unauthorised loading from anywhere along coast is sousht
to be prevented by intellicence and preventive measures in
general, by way ot anti-smuggling operations.”
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1.34. The Committee regret that the investigations conducted by twe:
senior officers have failed to establish conclusively the place from which the
unmanifested goods were loaded in the scized vessel. However, since the
presumption is that the goods might have been taken on board the vessel
while it was lying in anchor at mid-sea at Calicut Port and in view of the
fact that the loading of the authorised cargo also takes place only at mid-
sea in this port, it is incormprehensible how goods of such bulk (40 tons)
could have been taken on board undetected, It would, therefore, appear
that the customs surveillance must have been lax, if not altogether non-
existent. If the goods had been loaded alongwith other authorised export
cargo covered by valid customs documents, unmanifested goods of such bulk
should cbviously have been noticed by the rummag'ng officer who romenag-
ed the vessel before permitting it to sail from the port. The Committee
would, therefore, like to be satisfied that the prescribed checks had, in fact,
been carried out. If laxity or collusion on the part of the Customs staff

comes to light, appropriate action should be taken against the delinquent
officials.

1.35. In the light of the difficolties experienced in segregetinz at the
port lighters carrying local and foreign cargo to vessel: anchored at mid-sea,
the Committee feel that it would be advisable to take special steps to
strengthen the existing customs checks at the pcrt in order to prevent the
loading of unmanifested cargo on vessels on foreign runs.



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendation

The Committee are unhappy that in this case assessable value of a con-
signment of cross rails imported in July, 1963 and surface measuring ins-
truments imported in December, 1963 by a public undertaking under special
project import procedure was assessed to duty on assessable value of
Rs. 1,257 per metric tonne and Rs. 2,801 per metric tonne respectively,
although similar consignment covered by the same contract were valued at
far higher figures i.e. Rs. 7,150 in case of cross rails and Rs. 41,520 in casc

-of surface measuring instruments. Admittedly the Appraiser concerned
was not careful while assessing the goods initially. 1t is surprising that he
could not distinguish between rails and structurals. This raises the basic
question of adequacy of training of appraising staff in order that they may
be effective and efficient. The Committee desire that this aspect should be
considered by the Central Board of Excise and Customs with the seriousness
that it deserves and the Committee informed about the outcome.

[S. No. 4, Para 1.34 of PAC’s 135th Report (1974-75),
5th Lok Sabha]

Action taken

In order to improve the quality of assessment work, some Appraisers
with expert knowledge of and egperience in the different branches of tech-
nology such as electrical/mechanical enginecring machinery, metallurgy,
drugs and medicines, chemicals, jewcllery, leather and textiles etc. have
been recruited by the Government. Directly recruited Appraisers, both
experts and non-cxperts, on their entry into thie Government service are also
given initial training in different aspects of their work, Further, special
courses of training in the field of both classification and valuation are now
being conducted for the appraisers by the Dircctorate of Training (Customs
and Excise), Ministry of Finance.

[Ministry of Finance (Department of Revenue and Insurance) O.M. No.
512/6/75-Cus. V1, dated 23-12-1975.]

20
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Recommendation

The Committee note that in both the cases the bills of entry were pre-
‘sented under the prior entry system, that is, presentation of documents
beforc arrival of the vessel. Under Section 15 of the Customs Act, the rate
of exchange applicable is the one prevalent on the date of presentation of
the bill of entry or date of entry of the vessel whichever is later. In these
cases as the rates of exchange had changed by the time of grant of entry
inward, goods should have been revalued and differential amounts should
have been realised. The Committee regret that the correct procedure was
not followed in these cases. The Ministry have explained that the omission
was due to the fact that the Customs House treated the difference as insigni-
ficant and therefore did not issue the demand., The Committee would
observe that this assumption is unwarranted. The exact quantum of duty
depends on the value and rate. Where these are high or even one of the
factors is high, the difference would be appreciable. The Committee under-
stand that the normal practice is not to demand duty for a sum less than
Rs. 25. In the present cases, the difference of duty amounted to Rs. 38,888
which is not at all an insignificant amount. The Committee feel that the
existing system for review of all bills of entry presented under prior entry
needs examination. They have been informed that in the cases mentioned
in the foregoing paragraph the bills of entry were audited and reviewed by
computists, audit clerks and audit appraisers. According to the Audit the
duty paid was Rs. 3,65,916. Having regard to the amount involved there
is definitely a case for check at higher levels as well. In order to avoid
recurrence of such cases of under assessment, the Committee require that
the Department should lay down rigid guidelines in this bchalf.

[S. Nos. 8 and 9. Paras 1.43 and 1.44 of PAC’s 135th Report
(1974-75), 5th Lok Sabha]

Action taken

The Recommendations 1.43 and 1.44 of the Committee have been noted
and communicated to all concerned for strict compliance, A copy of fresh
instructions issucd to all Collectors of Customs is enclosed. (F. No. 512/7/
75-Cus.-VI, dated 18.8.75) (Annexure),

[Ministry of Finance (Department of Revenue and Insurance) OM. No.
512/7/75-Cus.VI, dated 1-1-1976.]



22
ANNEXURE

CIRCULAR NO. 14/1975:
F. No. 512/7/75-Cus.VI

GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 18th August, 1975

From

The Under Secretary
to the Government of India.
To

All Collectors of Customs (by name),
The Collector of Central Excise,
Madurai/Ahmedabad/Guntur,

The Deputy Collector of Customs,
Visakhapatnam/Goa.

The Assistant Collector of Customs,
Jamnagar/Tuticorin/Mangalore/Kandla.

SuBJECT:—P.A.C.’s Recommendations—Revision of Foreign Exchange
Raes—Re-assessment of bills of entrv filed under prior entry
system.

Sir,

Y am directed to refer to this office letters No. 493/3/73-Cus. V1, dated
the 29th March, 1973 and No. 512/16/72-Cus.VI, dated the 25th August,
1973, and to forward herewith a copy of the Recommendation at paragraphs
1.43 and 1.44 of the P.A.C. (1974-75) in their 135th Report on the Report
of the C. & A. G, for the year 1971-72.

2. It is requested that the observations of the P.A.C. may please be
communicated to all concerned for strict compliance of the correct pro-
cedure.

3. It is also requested that besides the instructions quoted above, the
bills of entry of the value of Rupees one lakh and over should be checked’
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-at the following levels:—

(a) All bills of entry of value of Rupees one lakh and over
by A.C./LAD.

(b) All the bills of entry of value of Rupees Five lakhs and over
............ by D.C./1L.AD,

The position may be reviewed after six months and reported to the
'‘Board.

4. Receipt of this communication may kindly be acknowledged.

Yours faithfully,
Sd/- V. S. NAIK,

Under Secretary to e Government of India.

Recommendeztion

The Committee are surpriscd how the Collector of Customs accepted
‘the freight declared to be fair being 20 per cent of the cost of goods import-
ed when in this casc the goods were very heavy weighing about 118 tonnes.
The Committee note that in order to ensurc that there is no short levy due
to flat addition of 20 per ceat on account of freicht and insurance, it has
been prescribed that a record should be maintained of any class of goods
in respect of which 20 per cent addition is inadequate. The Committee
desire that the Board should ersure that such a list is maintained by all
‘Custom Houses and that it is kept uptodate.

IS. No. 11. Para 1.56 of PAC's 135th Report (1974-75),
Sth Lok Sabhal

Action taken

The recommendation of the Public Accounts Commi‘tee im this regard
has been brought to the notice of all the Custom Housc/Collectorates for
compliance and the instructions  contained in this Ministry’s Circular
No. 6/1974, dated the 6th March, 1974 (copv enclosed) have been reiterat~
ed in this Ministry Circular letter No. 512/4/75-Cus.VI, dated the 17th
July, 1975 (copy enclosed) (Annexure).

'[Ministry of Finance (Dcpartment of Revenue and Insurance) letter No.
512/4/75-Cus. V1, dated 25-7-1975.]



ANNEXURE
CIRCULAR NO. 6/1974.
F. No. 512/20/72-Cus.VI.
GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPTT. OF REVENUE AND INSURANCE)
New Delhi, the 6th March, 1974

From
The Under Secretary to the Government of Indic.
To
All the Collectors of Customs.
All the Co]lecto‘rs of Customs & Central Excise.
The Deputy  Collector of  Customs, Goa/Visakhapatnam/
Bhubneswar.
The Asstt. Collector of Customs, New Kandla.
Sir

SUBJECT—Freight charges—Addition of in the assessable value—question
regarding.

I am directed to cnclose a copy of the additional information sent to the
P.A.C. on paragraph 6 of the Report of the Comptroller and Auditor
General of India for the year 1971-72 for your information.

The Board desires that compliance with the instructions contained in
Board’s letter F. No. 3/14/64-Cus.VI dated 2-58-64, incorporated at pages
219-221 of the Central Manual of thc Appraising Department, Volume I,
should be ensured, in order to avoid short levies in respect of commodities
for which the flat rate addition of 20 per cent on account of freight may be
insufficient.

Kiadly acknowledge receipt.

Yours faithfully,
Sd./- P. K. KAPOOR,
Under Secretary to the Govi. of India.

24
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Points for additional information arising out of the Report of the Comptroller-
and Auditor General of India for the year 1971-72—Revenue Receipts,
Volume |

- Paragraph 6—Short collection of duty due to incorrect addition of freight.

34, Has Government reviewed the flat rate addition of freight or the
actual rates declared in some selected cascs at least to be satisfied
about their reasonablenecss?

REPLY

Actual rates declared in doubtful cases are verified by the Custom Houses
from other documents such as freight memos. It has been noticed by the
Custom Houses that generally the flat addition of 20 per cent is not lower
than the normal freight charged. Whenever such an  addition appears
inadequate, further investigations are made. In order to ensure that there
was no short levy due to the flat rate addition of 20 per cent on account of
freight and insurance, in Board's F, No, 3/14/64-Cus. VI, dated the 2nd
August, 1964, incorporated at page 219 of the Central Manual of Appraising
Department, Volume 1 (relevant extracts cnclosed), it has been prescribed
that a record of any class of goods in respect of which 20 per cent addition
is found inadequate should be maintained. A list of articles was also
drawn in respect of which the addition of 20 per ecent for freight and
insurance charges was found to be insufficient.

Extracts from Ceniral Manual of Appraising Department, Volume J,
(Pages 219—221),

(2) Freight: (i) Twenty per cent shall usually be added to the inveice
valuc for freight, insurance and commission charges when these are npot
shown to be included in the invoice value. If such a rate appears inadequate,
the cases should be reported to the Assistant Collector for orders.

(i) A detailed record of any class of goods in respect of which the 20
per cent addition referred to in sub-para (i) above is found inadequate
shall be maintained in group note books. This addition has been found to-
be insufficicnt in respect of the goods mentioned in the list below:—

(1) Corks and Cork Slabs for insulation.
(ii) Glass bulbs for the manufacture of electric lighting lamps.

(iti) Steel tubes or pipss and condenser brass tubes.
(iv) Scrap leather.
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(v) Porcelain and Earthenware, domestic,
(vi) Glassware, domestic.
(vii) Cycle rims.

(viii) Motor car and truck springs, as also cars and trucks imported
in a ‘Knocked down’ condition.

(ix) Certain heavy chemicals, e.g., Mag. Compound.
(x) Bitumen.

(xi) C. I. Baths.

(xii) Bottles ‘Crown Cork".

(xiii) Methyl Ethyl Ketone.

(xiv) Cycle Accessories.

(xv) Alabastor Statutary.

(iii) Where there is evidence of subsequent increase in freight and the
tarms of sale, even though c.i.f.,, show that any increase in freight is to be
-on the buyers’ account, the increase freight should be taken into consideration
in arriving at the value under section 30(b) Sea Customs Act (now section
14(1) of Customs Act). Even if the sale contract does not contain a
condition to this cffect, the assessable value muy be enhanced provided that
it is warranted by a comparision with the cost of contemporary importa-
tions of goods of like kind and quality.

(iv) When there are reasons to believe that extra charges such as load-
ing and inlapd transport and shipment charges in the country of origin have
been incurred but the exact figure is not known at the time of assessment,
the case should be submitted to Assistant Collector for Appraisement for
order as to the addition to be made to the assessable value on account of
thes= charges pending submission of documents showing the actual amounts
iavolved.

(v) In order to arrive at a decision whether adjustment of freight and
other charges can be carricd out without calling for the invoice presented
at the time of classification of the bill of entry, the scrutinising appraiser
should in future clearly indicate on the bill of entry whether the addition of
20 per cent or more in licu of freight etc. covers only freight and insurance
charges or freight, insurance and commission charges.

The invoices will ordinarily be called in cases where the freight memo
cannot be connected with the bill of entry without the invoices or where
examination of this document is necessary for cortect allocation of freight
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and charges to the various items of a bill of entry assessable to duty at
different rates of duty.

Where there are a number of items carrying various rates of duty and
only one F.O.B. value the relevant invoice will have to be called for to
examine the allocation of the total F.O.B. value to each item of the bill of

-entry.
Circular No. 8/75
F. No. 512/4/75-Cus.VL

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPTT. OF REVENUE AND INSURANCE) ;

New Delhi, the 17th July, 1975
From

The Under Secretary to the Government of India.
To

All Collectors of Customs.

All Colicctors of Central Excise.

The Deputy Collector of  Customs, Visakhapatnam/Goa/
Bhubneswar.

The Asstt. Collector of Customs, New Kandla,

SuBJyrct —Freight  charges—Addition of, in the

assessable  value-—
Recommendarions of the P.A.C,

Sir,

[ am dirccted to invite your attention to the instructions contained in
this Ministry’s Circular No. 6/1974, dated the 6th March, 1974, on the
above subject and to forward herewith an extract of paragraph 1.56 of the

recommendations of the P.A.C. contained in their 135th Report (Sth L:bk
Sabha) 1974-75, for strict compliance,

Kindly acknowledge receipt of this letter. !

Yours faithfully,

Sd./- V. S. NAIK,

Encl. 1. Under Secretary to the Govt. of India.

2473 7T 8§ 13
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Recommendation

1.92. The Committce take a serious view of the gross excess levy of
duty to the extent of Rs. 20,423 which could not be refunded. It is a matter

‘of regret that the mistake was not detected by the Internal Audit Department.
The workload needs to be looked into.

[SI. No. 20, Para 1.92 of PAC’s 135th Report (1974-75)—5th
Lok Sabha]

Action taken

The Committee’s observations have been noted. The Directorate of
Inspection (Customs & Central Excise) are already examining the audit
workload in Bombay Custom House and will submit, in the light of their

study, proposals regarding augmentation of staff with a view to strengthening
the same.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. F. No. 44271/75-Cus.1V dated 17-11-1975.]

Recommendation

The Committee find that in this case therc was delay in forwarding the
Bill of Entry to the Customs Revenue Audit. The Committec suggest that
mn order to avoid such delays, a time-limit must be specified for rendering
the Customs documents to Audit.

[Sl. No. 21, Para 1.93 of PAC’s 135th Report (1974-75) 5th Lok Sabha]

Action taken

A time limit of 120 days has already been fixed for submitting the
Original Bills of Entry to the Customs Revenue Audit. A copy of the
instruction No. 1/75 isuued vide F, No. 442/2/73-Cus.IV dated 14-2-1975
(Annexure) is enclosed. The Collectors of Customs have also been advised
to fix certain time-limits for movements of the Bills of Entry through the
various processes in different Departments and also to devise some checks
to ensure that the time-limit is strictly adhered to.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 442/2/75-Cus.JV dated 27-11-1975.7
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* ANNEXURE

Instruction No, 1/78.

F. No. 442/2/73-Cus.IV S
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 14th February, 1975
From

H. Narayan Rao,
Under Secretary to the Government of India.

To
The Collector of Customs, Bombay/Calcutta/Cochin/Madras.
Procedure
SusJecT.—Fixation of time-limit for submission of B/E to C.R.A. for
Audit—instruction regarding.

Sir,

1 am directed to refer to your letter (No, 1) C-2170/71-1/C-1731/72/
C-1564/73 dated 9-8-1974 (i) 10-51/74 dated 14-6-1974 (iii) C, 1/
109/74-Cus. dated 10-6-1974 (iv) 845/10/74-IAD dated 29-5-1974,
on the above subject and to say that it has since been decided that the
Original Bills of Entry should be forwarded to the Customs Revenue Audit
for audit purposes well within a maximum period of 120 days from the
date of payment of duty. It may please be stressed upon the staff con-
cerned that this time-limit should be adhered to scrupulously and that it
for any reason any batch of original bills of entry cannot be forwarded to
the C.R.A. within three and a half months from the date of payment of
duty the fact should be brought to the notice of the concerned Deputy
Collector of Customs so that it could be ensured that the Bills of Entry
are forwarded to the C.R.A. within the time-limit of 120 days referred %o
above.

It is also rtequested that certain time-limits may rlease be fixed for
movements of the Bills of Entry through the various processes in different
Departments and also some checks devised to ensure that the time-limits
referred to above are strictly adhered to.

The receipt of this communication may please be acknowledged,

Yours faithfully,
Sd./- H. NARAYAN RAO,

Under Secretary to the Government of India.
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Copy, with a copy of this Department’s letter of even number dated
15-5-1974, also forwarded 10—

(1) All other Collectors of Customs for information and necessary
action. The receipt of this communication may please be acknowleged,
(2) All Collector of Central Excise.

(3) Deputy Collector of Central Excise & Customs, Goa.

(4) Addl Collector of Central Excise & Customs, Bhubaneswar.
(5) Asstt. Collector of Customs, Visakhapatnam.

Sd./- H. NARAYAN RAO,
Under Secretary to the Government of India.
Copy to:—
(1) P.S. to Chairman (CB&EC)/M(CUS)/M(CX)/M(T).
(2) DS(CUS)/DS(REV)/DS(LC).
(3) AIll U.Ss. of Sections in the Customs Wing,
(4) OSD(CUS)/All 1.Os, of Cus.Il and CX.S,

(5) DI(CCE)/Dir. of Training, (K-15 Haus Khas Enclave, New Dethi/
Tariff Unit,

(6) The Bulletin & Manual Sections (with 4 gpare copies).

(7) Dircctor (Revenue Audit), Office of the C.A.&G. of India New
Delhi.

(8) Appellate Collectors of Customs, Bombay/Calcutta/Madras/Delhi.

Sd./- H. NARAYAN RAO,

Under Secretary to the Government of India.



(GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 15th May, 1974
F. No. 442/2/73-Cus.1V

To
The Collector of Customs, Bombay.,
SUBJECT.—P.A4.C.—Consideration of the Report of the C&AG for the
vear 1971-72—Addl. information required on Audit Para
14—FExcess levy of duty to the extent of Rs. 20,423/- on
‘Bundy Tubes’'~—Bombay Custom House.
Sir,

I am directed to refer to your letter No, C-2170/71-1/C-1731/72:C-
1564/73 dated the 21<t Junuary. 1974, on the above subject and to enclose
a copy of the Revenuc Audit letter No. 839-Rec.A/228-71(IDT) dated the
11th April, 1974 along-with a copyv of brief containing additional informa-
tion on the points No. 88 to 92 arising out of Para 14 of the Audit Report
(Civil) on Revenue Recceipts, 1971-72 for use of the PAC. While the
Audit have given their concurrence to the proposed reply to PAC oy have
suggested in their letter referred to above that (1) a copy of the instruction
referred to in this Ministry’s reply to the point at SL No. 91 may be cnclosed
thereto for reference of the PAC and (i) as a remedial measure against
delay in rendering the Customs documents to Audit, a time-limit may be
specificd.  You are, therefore, requested to send to thic Ministry's copy
of the instructions referred in para 2(iv) of vour letter under reference
according to which Auditors and Audit A.Os, are required to carryy out a
rouch overall calculation with @ view to

avoiding arithmetical crror in
calculation of Customs duty.

You are further requested to {furnish vour
detailed comments urgentlv on the suggestion of Revenue Audit for prescrib-
ing a time schedule according to which Customs documents should be
supplied to CRA for checking. -

Yours faithfully.
Sd./- H. NARAYAN RAOQO.
Under Secretary to the Government of India.
Copy. with a copy of the Revenue Audit’s letter No. 839-RECA/228-
71(IDT) dated 11-4-1974 and a copy of the proposed reply to PAC

forwarded to the Collector of Customs, Calcutta/Madras/Cochin with the
request that comments with regard to specifying the time schedule for

31
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supplying the Customs documents to the CRA may please be furnished to
this Ministry immediately.

Sd./- H. NARAYAN RAO,
Under Secretary to the Government of India.

Recommendation

The Committee arc most astonished to observe that in this casc although
goods worth Rs. 18 lakhs were kept in the godown. no proper guarding
arrangements cxisted. The godown which is having only a singlc tiled root
without ceiling, has not been provided with the proper metal ceiling.  After
the theft of articles worth Rs. 12,289 occured-in August, 1970, no action
was taken by the CPWD to provide a proper ceiling for the godown in order
to make it securc. No wonder another theft occured in May, 1973. The
Committce desire that necessary steps should be taken forthwith to remove
the insecure condition of the godown and strengthen the guarding arrange-
ments. They would also like to know the outcome of the investigation by
the police of the second theft. It is possible even that the Customs staff
have connived at the thefts. The Committce understand that on both the
occasions consumer articles were lost and the Executive officer did precious
little to prevent repetition. They would like that investigations should be
conducted to ensure that there was no collusion by Customs staff,

{S. No. 22, Para 1.106 of PAC’s 135th Rcport (1974-74)-5th Lok Sabha.]
Action taken

The godown where the seized goods are stored has been made secure by
fixing a metallic ceiling. The guarding arrangements have been entrusted
to the Police with effect from 12-11-1973. 1In the case of the first theft the
Police after their investigations reported that the cese was undetectable,
no collusion of godown officials was suspected. As regards the 2nd theft,
here also thc police investigations have not revealed any collusion. The
case is under trial by the Sub-Magistrate, Calicut. Necessary instructions
bave again been issued to the Collectors asking them to ensure that the
security arrangements in the Customs godowns are adequate,

Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 561/3/75-LCII dated 15-12-75.]

Recommendation

The Committee were informed in August, 1973 that the value of goods
" confiscated out of the goods seized during 1971-72 was Rs. 15.2 crores and
that the sale price realised till then was Rs. 3.458 crores. This shows
that either the disposal of confiscated goods was slow or the sale wvalue
realised was very low compared to the value of the goods confiscated or the
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value of seized goods were highly inflated to unduly highlight customs per-
formance. If the second presumption is true, the Committee would like
to have an explanation why the value realised was so low. The Committes
suggest that in order to prevent over-pricing, it might be useful for the
Customs Authorities to give cogent reasons for any large difference between
the valuation figures computed and the value realised in disposal,

[S. No. 24, Para No. 1.108 of PAC’s 135th Report (1974-75) 5th Lok

Sabha.]
Action taken

The sale proceeds of Rs. 3.458 crores includes Gold and Silver valued
at Rs. 34 lakhs sent to the Mint, Currency and Cheques valued at Rs. 12
lakhs sent to Reserve Bank and Launches and Fire arms valued Rs. 80,000/-
appropriated for dcpartmental use. The recalisation on sale of confiscated
goods till then was Rs, 2.99 crores as against a book value of Rs. 4.05
crores recorded at the time of seizure. The sale proceeds realised would not
appear to be very low considering that at the time of the sale of confiscated
goods to N.C.C.F. and canteen Stores a discount of about Rs, 51 lakhs was
also allowed. The reasons for the difference between the book value and
the sale procceds are mainly due to the following:—

1. For the confiscated goods sold through National Consumer Co-
operative Federation, Canteen Stores etc, under the existing
orders of the Govt. a discount of 10—25 per cent is allowed
to these agencies.

2. Sometimes there is a fall in the market price at the time of dis-
posal as compared to the price prevailing at the time of seizure.

3. Recorded value represents tthe value of goods ascertained in open
market at the time of the seizure, whereas the sale price is fixed
by the pricing Committee considering market trends and con-
ditions of goods ctc.

4. Goods sold in auctions are in some cases limited to actual users.

5. Goods arc sold without guarantee and sometimes after long
storage awaiting decision in appeal etc.. and auction bidders
would take this into consideration in bidding.

Instructions have been issued as suggested by the Committee that where
tnere are large differences between the valuation figures computed and the
value realised, cogent reasons be recorded in the relevant registers.

[Ministry of Finance (Department of Revenue and Insurance oM.
No. 561/5/75-LCII dated 16-8-1975.]
Recommendation

The Committee feel concerned over the declining in receipts from
export duty at some of the ports including Kozhikode on the West Coast.
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The Committee require the Central Board of Excise and Customs to
undertake a review of the position to determine the extent to which the
'decline in receipts can be attributed to smuggling operations and to take
effective measures to check the same,

[S. No. 27, Para 1.122 of PAC’s 135th Report (1974-75) 5th Lok Sabha]
Action taken

A review of the position regarding the decline in receipts from export
duty on the West Coast rcveals that there has been a diversion of goods to
Cochin by major exporters on account of better port arrangements at
Cochin and lesser number of steamers calling at Kozhikode port for export
of goods. The abolition of export duty on tea w.ef. 1-3-70, decline in
export of raw cotton due to failure of cotton crop, and decline of export of
deoiled groundnut meal etc. are further causes for the decline in export
duty receipts.

Decline of receipts in revenue could not be attributed to smuggling
operations in as much as there were no reports or intelligence to suggest
that any of the items dutiable on export had been smuggled out of the
country in any appreciable quantities in the particular period. Howcever,
it may be stated here that adequate anti-smuggling mecasures such as
augmentation of staff, set up of shore guards and Road patrolling parties,
wireless net-work, intensive marine patrolling, acquisition of fast Norwegien
boats and detentions under COFEPOSA etc. have .ince been taken so as *o
prevent smuggling.

[Ministry of Finance (Dcpartment of Revenue and Insurance) OM.
No. 561/8/75-LCIll dated 15-12-1975.]

Recommendation

The West Coast covers a long belt and hence calls for tighter vigilance
operations to curb effectively clandestine operations such as picking up of
illicit emigrants and valuable goods after clearance of the vessels from the
ports.  The penalties for such offences should be severe to act as a
deterrent.

[S. No. 28. Para No. 1.123 of PAC’s 135th Report (1974-75)
5th Lok Sabhu]

Action taken

Instructions have been issued to the Collector of Customs and Central
Excise, Cochin, drawing his pointed attention to the observations of the

Committee.

Various steps have also been taken to tighten the vigilance operations,
such as, strengthening of preventive machinery by augmentation of staff
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and deploying sophisticated fast speed boats. These boats are fitted with
dight machine guns and modern equipment like eclectronic night sights for
locating suspected crafts. Provision has also been made for wireless
communications network for speedy and dependablc means of communica-

tions for anti-smuggling work. Preventive detention has also been
resorted to.

[Ministry of Finance (Department of Revenue and Insurance) ©.M.
No. 56139/75-L.CII dated 19-12-1975)

-

Recommendation

The Committee find that during the year 1971-72, the amount of Cus-
toms duty refunded on goods landed but found missing before clearance
was Rs. 4.28 lakhs. The goods were pilfered or stolen while in the custody
of port trusts. The Committee feel concerned over the loss and desire the
Port Trust anthorities should take necessary steps to tighten the security
arrangements.  All cases of losses of valuable goods should be cxamined
with a view to determining whether the thefts have occurred in collusion
with the staff or importers and if so, to take appropriate deterrent action.

[S. No. 29, Para 1.136 of PAC’s 135th Report (1974-75),
Sth Lok S:bha]

Action taken

The recommendation of the  Public Accounts Committee has  been
brought to the notice of the Ministry of Shipping und Transport who are
the concerncd Ministry. That Ministry has also been asked to furnish  a
note on the action on the recommendition diraet 1o the  Public Accounts
Committee. vide this Ministrv's Office Memorandum F. No. S12/5/75-
Cus. VI, dated the 10th April. 1975 (copy cnclesed) (Annexure),

{Ministry of Finance (Department of Revenue and Insurance) letter No.
S12/5/75-Cus. V1, dated 16-8-1975.1

Various steps have  been taken by the Port  authorities to strengthen
security arrangements. the principle among them being the induction of the
Central Industrial Security Force from 1971, As a result, improvement has
becn noticed in the position of pilferage in the ports. However, all cases
of theft of cargo, whether valuable or otherwise, are invariably reported to
the Police, and the ports’ employees, if found guilty of collusion with out-
siders in these thefts, arc dealt with under the departmental rules and deter-
rent action is takcn against them,

[Ministry of Shipping and Transport OM. No. PTS-8/75. dated
19-1-76}
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ANNEXURE
F. No. 512/5/75-Cus.VI
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 10th April, 1975

OFFICE MEMORANDUM

SuBJECT.—P.4.C. (1974-75)—135th Report—Recommendation Para-
graph No, 1.136.

The undersigned is directed to enclose a copy of the reply to Point
No. 10(a) of list of points arising out of the Audit Report for the year
1971-72 in respect of Audit Para No. 20, relating to Remissions and aban-
donments of Customs Revenue. The Public Accounts Committee were in-
formed therein that customs duty amounting to Rs. 4.28 lakhs was refunded
by the Governtent in respect of the goods which were pilfered or stolen
while in the custody of Port Trusts prior to clearance. The figures given
by the following Custom Houses are indicated below:—

S. No. Custom House/Collectorate
1 Bombay Custom House 3.72.949.70
2 Calcutta Custom House 52,180.70
3 Madras Custom House 3,043.18
4 Maduraj Collectorate

Total 4,28,353.58

’

2. The Public Accounts Committee in paragraph 1.136 of their 135th
Report (5th Lok Sabha) 1974-75 (extract cnclosed) have expressed con-
cern over this loss of revenue and desired that Port Trust authorities should
take necessary steps to tighten the security arrangements and all cases of
losses of valuable goods should be cxamined with a view to determining
whether the thefts have occurred in collusion with the staff or importers and
if so to take appropriate deterrent action. It is, therefore, requested that
the recommendation of the P.A.C. may be examincd and implemental action
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taken thereon, may be intimated to the P.A.C. urgently under inti-
mation to this Ministry,
Sd/- V. §, NAIK,
Under Secretary to the Government of India.

To
Shri K. L, Gupta,
Deputy Secretary,
Minijstry of Shipping & Transport
New Delhi.

Recommendation

“The Committec note that during the year 1971-72 in 328 cases exem-
ption were given under Section 25(2) of the Indian Customs Act, 1962,
which provide for exemption of duty under circumstances of exceptional
nature. The Committee arc anxious that before giving such exemption the
Board should satisfy themselves that exemption given to individual and firms
etc. invariably serves public interest.

[S. No. 31, Para 1.138 of PAC’s 135th Report (1974-75),
S5th Lok Sabha]

Action taken

The obscrvations have been noted.

[Ministry of Finance (Department of Revenuc and Insurance) O.M. No.
467/3/75-Cus.V, dated 1-1-1976]



CHAPTER 11

RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMITTEE
DO NOT DESIRE TO PURSUE IN THE LIGHT OF THE REPLIES
OF GOVERNMENT

Recommendation

The Committee cannot but deplore the inordinate delay on the part of
the Board in issuing clarification on the references made by the Collcctor
of Customs House, Bombay in November, 1970 secking guidance as to the
classification of inter-alia Collar Stays and polymeric plasticizers. The Cen-
tral Board of Excise and Customs issued the necessary clarification in the
form of tariff advice on 18th August, 1972 (i.c. after abeut 22 months),
This is a clear instance of gross inefficicncy. The Ministry have stated that
the reference from the Collector of Customs Bombay was inadvertently
linked with another case recarding classification of Nitro Cotton refcrred
to by the Collector of Customs. Calcutta, in April, 1970 and was lost sight
of at the time of discussion in the cenference of Collectors held in Cochin
in January, 1971. The reference was traced only on reccipt of a reminder
from the Collector of Customs. Bombay on 16th July, 1971 and the ques-
tion was discussed at the Collectors Conference held in Madras in Febru-
ary, 1972 Thereafter tariff advice in respect of Collar Stavs was issued
on 18th August, 1972, The Committec consider that the delay that  has
taken place is inexcusable and sucgest that responsibility  speciallv at the
top Jevel should be fixed for the dulav and the Committeq informed ahout
the action taken in this behalf. The Committee would like to reiterate the
observation madce in paragraph 1.32 of their 110th Report (4th Lok Sabhua)
that the Central Board of Excise and Customs are meant to give a lead to
the lower formations in the matter of prompt decicions and it i< therefore
imperative that decisione on quections of tax Hahility are promptly taken.

'S. No. 14. Para 1.70 of PAC's 135th Report (1974-75).
Sth Lok Sabhad
Action Taken

The observations of the Committee have been noted.

2. The reasons for the delay that occurred in this case in issuina clari-
fication on a reference received from the Collector of Customs, Bombav
have been examined carefully by the Ministry in order to take corrective
action and to avoid a repetition of such instances.

28
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3. The reference from the Collector of Customs, Bombay, wag received
in November, 1970 and as already explained to the Committee, the same
was inadvertently linked with another file regarding classification of Nitro
Cotton referred to by the Collector of Customs, Calcutta, and was lost sight
of. This happened because the subject matter of both the references from
Collector of Customs, Bombay and from the Collector of Customs, Calcutta
referred to the same general subject viz. the scope of item 82(3)I.C.T.,
which had been introduced in the Tariff on 1st March, 1970. A Tariff ag-
vice was issued in the case of Nitro Cotton on 4th May, 1971 and it was
only when a reminder was received on 15th July, 1971 that it was realised
that an issue was left pending. The delay which occurred due to this

wrong linking of papers amounted to 8 months from 12th November, 1970
to 16th July, 1971.

4. Thereafter the issue was included in the agenda of the Conference
scheduled for August, 1971 but the Collectors of Customs other than Bom-
bay had not had time to study the issue fully in order to have a purposeful
discussion in Conference. Hence, it was put off for the discussion at the
next Conference which took place in February, 1972, As a result there

was a further delay of about 7 months, which in the circumstance was per-
haps unavoidable.

5. After the Minutes of the Conference held in February, 1972 were re-
ceived. it was found necessary to consult the Excise Wing of the Board’s
Oflice as classification under the Excise Tariff for purposes of C.V, duty
was also involved. Only after the Fxcise Wing examined the issue, a Tariff
Advice was issued in August, 1972,

6. In order to avoid a recurrence of inadvertent oversight of such refer-
ences the following steps have been taken:—

(i) Instructions have been issued to the Collectors of Customs refer-
ring to thic case and impressing upon them the need to examine
all references made by them on classification matters which are
still pending when the agenda of a Conference is received to see
whether any issue has been omitted therefrom and to take ne-
cessary steps to immediatelv inform the Board of the omission.
A copy of the letter is enclosed for the information of the
Committce. (Annecxure).

(ii) A control register has been started in the Tariff Unit in  the
Board's office in which all refercnces on Tariff classification
matters are separately entered with full details in order to keep
a watch over their proper disposal,
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7. Further, in order to remove the need for a separate reference to Cen-
tral Excise Wing and to avoid consequent delay, a decision has been taken
and put into efiect since March, 1974 to enlarge the scope of the Confer-
ence of Collectors on classification matters to include also the Collectors
of Central Excise of the five zones of Bombay, Calcutta and Orissa, Kanpur,
Madras and Cochin. Ever since this date, the Conference has becn a com-
bined Conference of Collectors of Customs and Central Excise and all issues
involving classification under the Central Excise Tariff for C.V, duty pur-
poses arc discussed in this combined Conference.

8. From the above it would be secn that the delay which occurred im
this case was not due to the fault of any individual. As regards the short-
comings in the system itself, necessary corrective action has been taken.
However. the observations of the Committec have been noted and the same
have been circulated to all Wings of the Board’s Office to ensure that classi-
fication issues are promptly dealt with and such delays do not recur,

Ministry of Finance (Department of Revenue and Insurance O.M. No.
§21/2/75-Cus.(Tu), dated 20-1-1976.]

ANNEXURE

Copv of letter No. F. No. §23/3/73-Cus(TU) dated 1st Ocrober, 1973

SuBsEcT.—Canference of Collectors on Classification Marters—Points for
Discussion In-Regarding,

While examining an Audit para included in the Report of the Comptrol-
ler and Auditor General of India for 1971.72 (para 9-non-levy of
additional duty on Collar Stays). it has come to the notice of the Board
that a reference made bv Bombav Customs House on 6-11-70 in regard
to correct classification of Colar Stays was lost sight of in the Board's
office with the result that it was not considered in any of the four classi-
fication conferences held between November, 1970 and June, 1971 and
avoidable delay took placce in the issue of a Tariff Advice.

2. The Board desires that the Collectors Should examine all re-
ferences made by them on classification matters which are still pending
when the agenda of a conference is received with a view to detcrmining
whether any important issue has been omitted. In addition particular
care should be exercised to ensure that all pending references arising out
of C.R.A, objections are duly included in the agenda for discussion with
the representative of the Comptroller and Auditor General. Tf any such
item (whether for discussion with the office of the Comptroller and
Auditor General or not) is found omitted from the agenda. the concerned
Collector should have the same included for discussion by informing
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the other Collectors and circulating necessary papers to them under inti-
mation to the Board.

Yours faithfully,
Sd./-
D. C. MANDAL,
Under Secretary

Central Board of Excise and Customs.
Attested

sd/- V., M. K. Nair
Inspecting Officer.
Recommendation

It has been stated by the Ministry that the pending cases and the
cases under objection are decided on the basis of the Tariff Advice and to
that extent the Tariff Advice has restrospective cffect. The Committee
wonder whether this view could be sustained in law. The Committee
desire that the matter should be examined carefully. Incidentally, it is
cvident from the Ministry's reply that in the case under discussion the non-
levy of additional duty during the period 1st March, 1970, to 17th August,

1972 was due to wrong interpretation of the notification dated 1st March,
1964 by the Bombay Custom House.

[S. No. 15, Para 1.71 of PAC’s 135th Report

(1974-75) 5th Lok Sabha.}
Action taken

The matter has been examined again in consultation with the Ministry
of Law. Justice and Company Affairs, who have concurred with the position
stated in para 3 of the Ministry's reply to point No. 61, forwarded to
Public Accounts Committee under cover of Ministry’s Office Memorandum
No. 521/3/74-Cus.(TU) dated 6.2.74 (copy enclosed for ready reference)
(Annexure).

The obscrvation of the Committee that the non-levy of additional duty
in the case under discussion was due to wrong interpretation of the
notification dated 1-3-64 by Bombay Custom House, have been noted.

[Ministry of Finance (Department of Revenue and Insurance O.M.
No. 521/3/75-Cus(TU) dated 19-1-76.]

ANNEXURFE

Additional information arising out of Audit Paragraphs contained in the
Report of the Comptroller and Auditor General of India for the year
1971-72 Union Governmenr (Civil—Revenue Receipts, Volume I,
relating to Customs
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
PoINT No, 61.—What is a Tariff Advice? What is its legal force? Can
the Board make a tariff advice operate retrospectively?
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REPLY

61. A tariff Advice is an expression of opinion formed in the best
judgment of the authority giving the advice, on a given set of facts and
circumstances rather than being a ruling or a direction laying down the
law for clussification of an article. It interprets the Tariff so as to deter-
mine what classification or rate of duty is applicable to a particular kind
of goods; such a ruling does not alter the law, but merely states what is the
view of the authority issuing the ruling, the law is already.

2. Strictly speaking, it has no legal force in the sense that there is no
legal provision by which the Board is authorised to issue such Tarift
Advice which are legally binding on all authorities subordinate to the
Board.

3. In so far as a Tariff Advice seeks to explain what the law already is,
it applies to all cases which are pending and open at the time of its
issue, The cases which are open and yet to be decided at the time of
issue of a Tariff dvice (such as in he present case in respect of classi-
fication of Collar Stays which were under objection by the Audit Depart-
met) are decided in the light of the Tarifl Advice and to this extent it
has retrospective effect,

(Approved by the Joint Secretary to the Government of India).
[F. No. 54/3/74-Cus(TU) ]

Recommendation

The Committee find that in this case the drawback paid was more than
the market price of the goods which is inadmissible.  But according to
the Ministry, a specific check that the market price is higher than the
drawback amount is rot necessary.  The Committce maintain that it is
necessary to ensure that the drawback amount does not in any case
exceed the f.ob. prices: this is un-questionably sound in principle and
would also save Government from acquiescing in the absurd situation of
buving foreign cxchange at a premium.

[S. No. 17 Para 1.78 of PAC’s 135th Report (1974-75)-Sth Lok Sabha.]
Action taken

Under Scction 76(1) {b) of the Customs Act, 1962 no drawback shall
be allowed “in respect of any goods the market price of which is less than
the amount of drawback duc thercon™. *“Murket price™ as set out under
Section 2(30) of the Act “means the wholesale price of the goods in the
ordinary course of trade in India™. The muarket price would nccessarily
be more than the drawback amount as the former would include the cost
of raw materials including the duties paid on them, the cost of manu-
facturing processes and some profit, whereas the latter would comprise
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only the duties paid on the raw materials. However, in view of the
observation made by the Committee, instructions have been issued to
all the Collectors of Customs and Central Excise that before sanctioning
the drawback a specific check should be exercised carefully in each case

to ensure that the amount of drawback sanctioned does not exceed the
market price,

As regards F.O.B. price, it may be mentioned that the Customs Act
does not stipulate that the drawback shall not exceed the fo.b. price of
the export goods. Though the drawback amount might gemerally be less
than the f.o.b. price the drawback amount might some times be higher
than the f.o.b. price, particularly when the drawback payable comprises
customs duties paid at very high rates on raw materials imported at high
c.if. prices. For instance, while considering the fixation of a rate of
drawback on exports of Metallized Lacquered Polyester Film, it has been
noticed that the principal raw material viz. Plain Transparent Polyester
Film, which accounts for about 95 per cent of the duties paid on different
raw materials (Aluminium wire, Vinyl Resin Vagh Vinyl Resin VMCH
etc.), was imported at a c.if. price of Rs, 28.70 per kg. and the Customs
duty on it at the rate of 208 per cent worked out to about Rs. 59 per kg.
This raw material, alongwith other raw materials has been used in the
manufacture of the finished product namely Metallized Lacquered
Polyester Film, the drawback rate on which works out to about Rs. 62
per kg. while the finished product itself has been exported at the f.o.b.
price of Rs. 57.97 per kg., which appears to include some profit.

In the instance mentioned above, the drawback comprises the duties
paid on the raw materials and as the duty burden to be relieved of by way
of drawback is high, it happens to be higher than the f.o.b. price. The
amount of drawback cannot be reduced or denied under the law, on
account of its being higher than the f.0.b. price.

The relief being provided in the shape of drawback is in accordance
with the internationally accepted practice of not burdening export goods
with the duties levied on such goods in the exporting country. Unless
such relief is provided, it would be difficult for the export goods to compete
successfully in the international markets with similar goods of other
countries. Without this relief by way of drawback, the exports might not
take place. Payment of drawback, which is no more than the legal
re-payment of duties paid on the raw materials used in the manufacture
of the export products, does not appear to be objectionable as long as
there is a reasonably significant added value in the f.0.b. realisation of the
export product to the c.i.f. prices of the material contents.

[Ministry of Finance (Department of Revenue and Insurance) oM.
No. 603/6/75-DBK dated 19-12-1975.]
2473 LS.—4



44
Recommendation

The Committee are indeed amazed to see the manner in which this
case was handled by no less a person than the Member, Customs himself.,
The question whether foreign agent’s commission was to be excluded for
the purpose of export duty had been pending with the Board since as
early as September, 1968, when the exporter wrongly represented against
inclusion of the commission by Cochin Custom House. While the matter
was still pending and the Board would not arrive at a decision, the Member
(Customs) made a visit to the Custom House at Cochin and directed the
Collector to ‘decide the case on merits’ and this was also followed by a
letter which was highly improper, and gives rise to serious suspicion.
After the Collecter allowed refund of duty amounting to Rs, 68,030,
evidently as a result of the Member's visit and directive to the Collector,
the Board issued a clarification only in October, 1970 that assessment of
duty should be made on the price inclusive of foreign agent’s commission.
The Committee cannot escape from the conclusion that the undue haste
shown in refunding the big amount could have been only possible by this
direct intervention by the Board Member. Further, the delay in giving
a clarification by the Board was responsible for allowing the irregular
practice to continue in Bombay and Cochin Custom Houses involving very
heavy loss of revenue.

[S. No. 18, Para 1.86 of PAC's 135th Report (1974-75)-5th Lok Sabha.]

Action taken

The facts of this case are that M/s. Sapt Textiles Products Indian Pvt.
Ltd., Bombay had represented to the Board in September, 1968 that
Cochin Custom House had been disallowing a commission of 5 per cent
paid by them to the Swiss agents since 1966. The Board called for a
report from the Collector of Customs. Shrj D, N. Kohli, the then Collector,
reported that two views were possible. When the matter was put up to
Member (Customs) on 30-4-1969, he raised certain queries as to whether
these agents function like selling agents or like sole agents. He also
wanted to know how exactly the commission was paid and wanted to see
a copy of the agreement, In June 1969, Member (Customs) visited
Cochin Custom House to meet Chambers and Associations of Trade,
Clearing Agents and staff and generally to see Customs work. During
one of these meetings, this pendency of refund claims was brought to his
notice. By this time there had been a change in the Collector. The
previous Collector Shri D. N. Kohli was a member of the erstwhile Central
Excise Service. The new Collector was Shri S. Venkataraman, a member
of the erstwhile Indian Customs Service, and therefore, well versed in
problems of Customs valuation. Member (Customs) told the new
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Collector that the reference received earlier from his predecessor did not
give full details relevant for deciding the issue and the Board have asked
for the same. After getting all those particulars, the Collector may
decide the case on merits. The exporter was informed accordingly on
3-7-1969. The endorsement to the Collector of Customs, Cochin was to
the following effect:—

“In this connection he may recall M(Cus)’s verbal instructions
during his visit to Cochin to decide the case on its merits after
considering the nature of thc agreement and all other relevant
circumstances.”

By the time the firm produced the agreement etc., Shri M. C. Das had
taken over as Collector. He directed that the views of other Custom
Houses may be obtained. On 21-8-69, there had been a new distribution
of work amongst Members and the work concerning valuation became
henceforth the responsibility of Member (Tariff). After receipt of replies
from the other Collectorates, the Collector of Customs, Cochin, decided
the case in favour of the party and informed the Board on 6-11-69.

Py )

The reasons for allowing these were given by the Collector as follows:—

“The Custom House has not been able to establish any special
relationship between these exporters and their foreign agents.
The prices quoted after deducting commission have also been
found to be fair as compared with other independent exporters’
prices.

As the Board’s orders in letter F. No. 23/41/55-Cus.I-VI dated
27-3-57 are still extant, and are not inconsistent with the
provisions of the Customs Act, 1962; and as duty discount
benefits on agency commission of such exports are being
allowed by the Bombay Custom House, I have decided to

A allow the agency commission claimed by the two firms. The
matter is reported to Board for information. All pending
refund claims are being finalised accordingly.”

From the correspondence with the other Collectors which was sent
by the Collector of Customs, Cochin, to the Board, it appeared that the
matter was not free from doubt. The issue was, therefore, further examined
and a general advice was issued on 14-10-70.

From the above narration of events, it would be evident that:

‘ (1) While the first reference was received from one Collector,
T the discussions had taken place between Member (Customs)
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and the second Collector and the decision had‘ been taken by
the third Collector.

(ii) The visit of Member (Customs) was in the course of his normal
functions of visiting the ports, He met a number of Chambers
and Associations of importers and exporters, Clearing Agents

and the staff and discussed and settled a number of other issues
during the visit.

(iii) Long before the Collector took the decision, Member (Customs)
was no longer concerned with the matter of valuation,

(iv) The reference was received by the Board in September 1968,
the discussions between Member (Customs) and Collector had
taken place in June 1969 and the decision to refund the

amounts was taken by the Collector in November 1969
showing that there was no undue haste.

(v) The Collector had come to a reasoned finding on the basis of
various considerations. The Collector of Customs, Bombay,
had also come to the same finding. This shows that the decision
was on valid grounds and could at the most be treated a
genuine difference of interpretation.

The above points show quite clearly that there were no malafides on
the part of any officer.

[Ministry of Finance (Department of Revenue and Insuranc:)
letter No, 512/8/75-Cus. VI dated 19-11-1975.]

Recommendation

Having regard to this huge loss of revenue the Committee desire that a
thorough and expeditious probe should be carried out into the conduct
of all the officials concerned, particularly the Member and the Colfector,
and that this probe should be entrusted to the Central Vigilance Commis-
sion. The Committee should also be informed of the outcome and action
taken on this recommendation.

[SL. No. 19 Para 1.87 of PAC’s 135th Report (1974-75)—5th
Lok Sabha.]

Action taken

Ministry’s comments on para 1.86 would show that there were no
mala fides on the part of any of the officials who dealt with this matter.
With respect it is suggested that this matter does not appear to be such
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as would call for any other probe as recommended by the Committee.
The case was decided by the concerned officer in his individual judgment
after mature consideration and reasons for the same were recorded. The
Board did not influence the decision in any way as stated; on the other
hand the Collector was asked by Member (Customs) to decide the case
on its merits after considering the nature of the Agreement and all other
circumstances. No cause for suspicion appears to arise. In these circum-
stances, any further probe as recommended would have an adverse effect
on the morale of officers and would inhibit them in bringing to bear
independence and objectivity upon the decisions made by them. It is
therefore requested that the Committee may kindly reconsider their
recommendations in this para and drop the matter.

[Ministry of Finance (Department of Revenue and Insurance)
letter No. §12/8/75-Cus.VI dated 19-11-1975.]



CHAPTER IV

RECOMMENDATIONS/OBSERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH
REQUIRE REITERATION

Recommendation

The Committee are concerned to find that during the year 1971-72 the
variation between the budget estimates (Rs. 534 crores) and actuals
(Rs. 695.67 crores) of the Customs Receipts amounted to Rs. 161.67
crores which work out to 30.28 per cent. In fact the percentage of
variation is the highest recorded during the last 10 years. The two post
budget levies i.e., regulatory duty of customs imports and increase in export
duty on carpet backing and other hessians accounted for variation only to
the extent of about Rs. 24 crores. The bulk of the variation was due to
larger imports than expected in respect of petroleum products, iron and
steel and some other commodities, viz., machinery, motor vehicle parts,
chemicals and other industrial raw materials and fertilizers. Such a wide
gap between the budget estimates and actuals points to the conclusion that
the present system of estimating receipts of costoms duty is seriously
defective and undependable and that this has not even been realised shows

lack of efficiency, at the top.

In pursuance of the recommendation mad: by the Committee in
paragraph 6.1(c) of their 89th Report (5th Lok Sabha), Government
appointed an Expert Committee in January. 1974 to suggest ways and
means of achieving a more accuratz and scientific forecasting of customs
revenue. The Export Committee in the report submitted in June, 1974
have expressed the view that a system which seeks to take as its quantitative
base the past import levels of a large number of commodities which do
not display and reliable trend and build on its qualitative judgment which
again depends on hunches and informed guess work at various levels of
estimation is not calculated to yield satisfactory results. The Expert
Committee have suggested the use of a statistical method for forecasting
customs revenue to provide a more accurate forecast of likely level of
total imports in the budget year as well as the likely level of customs
revenue. The Expert Committee have suggested that the Central Board
of Excise and Customs should give urgent thought to further cxamination
of possible statistical and ecomometric models for forecasting customs

48
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sevenue. The Committee desire that the mecessary follow up action on
the recommendations of the Expert Committee should be expedited and
the progress reported to them, ‘

{S. Nos. 1 & 2, paras 1.21 and 1.22 of PAC’s 135th Repart (1974-75)—
5th Lok Sabha.]

Action taken

Customs revenue is largely from import duties and this is, in the main,
governed by a number of imponderables such as availability of foreign
exchange, fluctuations in international prices, changes in import composition
depending on industrial production in the country and the like.

2. The Expert Committee appointed by the Government on 7th
January, 1974, to suggest ways and means of achieving a more accurate
and scientific forecasting of customs revenue, submitted its Report in
June, 1974. 1In its appraisal of the present system of estimating receipts
of customs duties, the Committee has observed in para 3.1 of its Report
that a great deal of care and effort is taken at every level in presenting
as reasonable and as accurate a forecast of customs revenue as possible each
year and that considerable amount of refinement and improvements have
becn brought about in the methodology and the procedures in recent years.
However, given the well-known imponderables in the situation, such as
fluctuations in international prices, constraints of foreign exchange avail-
ability, changes in import composition, and the like, even the great care
that is taken has not resulted in a reasonably accurate system of forecasting.
In spite of the basic and inherent limitations of the present system, referred
to in the Report, the Committee has not suggested its complete elimina-
tion but has recommended that simultancously work on forecasting by the
statistical method should proceed a pace and when sufficient evidence of
the greater reliability of the statistical method is established, this method
should be used to supplement the present method for forecasting of
revenue and that for the next one or two years till a suitable statistical
model can be devised, the present system as refined may continue to be
employed,

The follow up action on the recommendations of the Expert Committee
is indicated in the Annexure.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 342/10/75-TRU dated 18-8-1975.]



ANNEXURE

Action taken by the Government

Serial Recommendation
No.
1 2 3

"The Custom Houses should furnish to the Central Board of Excise and
Customs estimates of quantity/value of imports that are implicit in
their revised estimates of likely revenue during the current year

(Para 3+8),

Estimates for the Budget year provided by the Custom Houses do not
serve any useful purpose. Customs Houses should be asked to provide
revised estimates of customs revenue and imports for the current
year, The Central Board of Excise and Customs may also consider
wt ether the Collector of Customs should not discontinue providing
revenue estimates in the present form for the buaget year. (Para 3-g)

The principal public sector import/e
m~ntioned above) should strcngt{; eir present machinery for data

collection and shouldbe in a position to provide accurate estimates of
actual immts with a maximum time lag of two months. These
agancies Id also strengthen their system for forecasting of their

future import programme. (Para 3-10).

Rollowing the recommendation of the Data Improvement Committee, A copy of the report has been forwarded to the

a short term forecasting cell should be established in the department
of Bcomomic Affairs, which among other things should attempt the
task of forecasting of international prices (Para 3:15).

Paras 3-8 and 3-9. Although, the Expert Committee had observea
in para 3'9 of its feport that the estimates for the biuiget
provided by the Custom Houses did not serve any useful
it was felt that these estimates which the Collectors fum on
the basis of information svajlable to then, did contribute to ar
extent to better estimation of likely revenue during tte Budgel
year, It was therefore decided not to do away with this sourcé of
estimates altogether. Necessary instructions have, however, been
Zissued to the Collectors to furnish estimstes of quantity/value of
imports implicit in their revised estimates for the current year and
forecasts for the next (budget) year,

jort agencies (particularly those A copy of the Expert Committee’s Report has been forwarded to the

Administrative Ministries and important pulbic sector agencies
concerned in the jmports into the country and their attentjon
invited to the Committees observation/ recommendatfons in
pa(riagraph 3:10 to 3'15 of the R eport for necessary actfon at their
end.

nt of
Ecomomic Affairs and thejr attention invited to this reccrirrda:
tion for necessary action.

The new classification (of budgetary sub-heads) constitutes a consid- The revised classification of budgetary sub-heads under import duties

erable improvement over the existing classification scheme and
should be implemented as early as possible. Later on the residual sub-
head should be further reduced to constitute no more than 10 percent
of the likely total import revenues (Para 3°19)

has beem put into operation from the 1st April, 1975. Review for
further sub-dividing the residuary sub-bead would be undertaken,
after watching the actual collections thereunder during 1975-76.



6 The C-entral Board of Excise and Customs should invite the Collectors The recommendation has been accepted. The first such quarterly
of Customs from the major Collectorates to a quarterly review of the  review for 1975-76 was made in Calatta on the 11th Aughnst,1975s.

actual customs revenue, and likely trend in revenue for the year as a
whole (Para 3.22).

7 In judging the accuracy or otherwise of forecasts it would be desirable The observation of the Expert Committee has been brought to the
to compare the actual realisation with the budget forecast after eliminat- notice of the Comptroller and Auditor General of India.

ing the very obvijous causes of the variations between the two. For
example, a part of the diff:rence between the budget forecast and the
actual realisation may be on account of changes in the rates of customs
or excise duties introduced during the course of the year. Obviously,
no system of forecasting can adequately provide for likely changes in
rates of duty in the mid-year, tte need for which may arise either
because of the need to raise more revenue during the course of the
year or because of the change in the basic economic situation relating
to a particular commodity, (Para 3-24).

8 The Cantral Board of Excise and Customs should give urgent thought The recommendations have been accepted. Steps are being taken

to further examination of the possible statistical and econometrie to set up an Analytical Statjstical Budget Forecasting Cell on the
modeles for forecasting customs revenue,We must stress that statistical  1lines indicated by the Comumittee in the Central Board of Excise
formulae mentioned by us do not provide ready answers to the and Customs. Afterthe cell has come into position and gained a
problems but are indicative of the direction in which further work can  some expsrience, it will be entrusted with the work of forecasting
be instituted. It is our suggestion that, for tte further prosecution of  union excise revenue also.
this work, the Central Board of Excise and Customs should have an
Analytical Staristical Budget Forecasting Cell (as distinct from the
present typ® of Statistical Compilation Cell) where similar techni-
ques could be tried and improved upon. The Central Board of Excise
and Customs should also consider approaching a body like the Indian
Statistical Institute and/or the Central Statistical Organisation for
assistance in working out more refined statistical forecasitng techni-

ques,
We do not wish to make any recommendations as to the size and composj-
tion of such a cell, for we believe that the Central Board of Excise and
Customs could devise the necessary organisational pattern. We do,
howevzr, suggest that this cell should be in the clkarge of an economist/
statistician assisted by trained statistical investigators. This cell may
have other dutics as well, though trying to improve the statistical
exzreises for  forecasting purposes should be jts primary term of re-
ference, While on this point and notwithstanding the fact that
it may be slightly outside of our terms of refernce, we wish
to suggest that the Statistical Forecasting Cell so constituted




might as well look into forecasting of union excise revenue also for the
Contral Board of Excise & Customs is concerned directly with excise
revenue as well, (Paras 4+8 and 4°9).

9 Thercfore, what we would reconuncnd at th is stage is that for the purpose  The recommendation has been noted for necessary action.
of inclasion in the budg:t forecast for the next one or two ycars, the
present system as defined may be employed. Simultaneously work on
forecasting by the statistical method should proceed apace and when
suficient evidence of the greater reliability of these methods is
established, this method  should be used to  supplement the present
method for forecasting of revenue,

If the statistical methods ace used for forecasting of total imports and
total revenue for budg:tary purposcs, it would still be necessary to
provide estimates of revenue tor diff rent import categories, This would
itave to be done on the basis of informed judgement and we suggest that
the Crntial Board of Excise & Customs should break-up the total
imports yiclded by the staristical method into the required broad-cat-
egorics for purposes of budget presentation on the basjs of consul-
tarions and discussions particalarly with the Deptt. of Economic
Affuirs which js the relevant Department for the purposes of progra-
mming of next ycar’s imports, (Paras.4 10 & 4°11)

(4*]
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Recommendation

A significant factor which came to the notice of the Committee was
man with a view to regulating the quantity of:goods imported from abroad
and for exercising restram on imports, the Government took powers from
Parliament to impose regulatory duty of customs first in the Finance Bill,
1963 and a similar provision has continued to be made in subsequent Fin-
ance Bills on year to year basis. The provision was invoked only on 17th
February, 1965, when regulatory duty at a flat rate of 10 per cent of the
value of all imports with the exception of foodgrains, fertilisers, pesticides,
books, etc. was imposed. It was withdrawn with effect from 6th June, 1966
consequent on devaluation, as it was considered that devaluation itsclf
would restrain imports which was not correct. The levy was again imposed
on 13th December, 1971 because of the need to put a restraint on imports
in the context of war with Pakistan. The Committee, however, note that
the actual realisation of regulatory duty was to the extent of Rs. 14 crores
as against the anticipated revenue of Rs. 12 crores during the year 1971-72.
If the enabling provisions were intended to impose a restraint on imports,
the realisation should show a lower figure than anticipated and not an
increase. In this connection, the Committee notice that the value of
imports which was Rs. 1582 crores in 1969-70 and Rs. 1634 crores in
1970-71 went up to Rs. 1825 crores in 1971-72. The Committee feel that
the power of the executive to enhance the levy authorised by Parliament is
somewhat extraordinary and the exercise of the power so granted can be
justified only if the intention is fulfilled. This does not appear to have
happened. In order that Parliament may come to a proper appreciation of
the position an evaluation of the imposition of regulatory duties on imports
in the past should be given in every case.

S. No. 3, Para 1.23 of PAC’s 135th Report, (1974-75),
5th Lok Sabha]

Action taken

Para 1.23 of the Committee’s Report reproduced above raises the follow-
ing points with reference to the imposition of regulatory duty in the past:—

(i) that in view of the actual realisation of regulatory duty during
1971-72 being higher than the anticipated proceeds, the purpose
behind the levy viz. restraining imports was not achieved. Tf
regulatory duty had the effect of restraining imports the .r?venue
realisation from the levy would have been less than anticipated.

(ii) that since the value of imports (Rs. 1825 crores) in 1?71-72 was
higher than the value of imports (Rs. 1634 crores) in 1970-71,
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the purpose of the imposition of regulatory duty does not
appear to have been achieved;

(iii) that the contention that devaluation itself would act as a restraint
on imports was not correct.

These points are analysed in the following paragraphs:—

2. The purpose behind the imposition of regulatory duty was to “restrain”
imports which is not quite the same as reducing imports, A reduction means
an absolute fall whereas restraint on imports would, on the other hand,
mean that in the absence of the particular instrument of restraint (in the
present case the regulatory duty), the imports would have been even higher
than they actually were. Therefore, it cannot be said that just because the

value of imports did not decline, imports were not restrained by the regula-
tory duty.

3. An increase in the value of imports in 1971-72 over that of 1970-71
cannot lead one to the conclusion that the purpose behind the imposition
of regulatory duty in December, 1971 was not achieved. For judging the
impart of imposition of regulatory duty in December, 1971 (which is in the
year 1971-72), comparison has to be made of the imports in 1971-72 with
those in 1972-73. Moreover, such a comparison has to be in terms of
quantity and not value of imports for if there is a rise in the rupee cost of
imports as happened when there was a devaluation of the rupee, even with a
reduced quantum, the value of imports could be higher. The quantum in-
dex of imports (1958=100) complied by the D.G.CI. & S, Calcutta
shows that there was a fall in imports in real terms, the quantum index
having declined from 139 in 1971-72 to 133 in 1972-73, and at least, a
part of this decline has to be attributed to the levy of regulatory duty.

4. The purpose of devaluation as a policy instrument is (a) to raise the
local currency unit cost of imports and thus bring about a fall in total im-
ports, and (b) to lower the unit cost of exports in foreign exchange and
thereby to promote exports. Here again, an examination of the relevant
figures in  value terms is  misleading. The quantum index of imports
(1958 = 100) declined from 154 in 1965-66 to 149 in 1966-67 which
shows that in 1966, devaluation did succeed in restraining imports. It must
be added, however, that devaluation seeks to bring the cost-price structure
of a country in line with the rest of the world. If this structure again gets
out of line because of inflationary pressures etc., obvicusly its purpose of
restraining imports and increasing exports would not be fulfilled.

inistry of Finance (Department of Revenue and Insurance) O.M. No.
i 342/11/75-TRU, dated 20-2-1976]
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Recommendation

The Committee regret to observe that in this case failure of the Custom
House to scrutinize the contract resulted in under assessment of custom
duty to the extent of Rs. 19,757. The Customs had assessed the goods on
the basis of invoices in which the values were for 95 per cent of the weight
of goods shipped. The under-assessment was detected on the scrutiny of

the contracts at the instance of Audit. The Committee are unhappy that
Internal Audit Department could not detect the mistake,

It was the duty of the importer to bring to the notice of the Custom
House that invoices were provisional, The Committee note that the import-
er in this case is a public undertaking, and therefore no action was taken
against them. The Committee desire that correct procedure should be fol-
lowed by all Public Undertakings. It is the normal practice that goods
should be cleared by an authorised agent. If that is so, then the Committee
would suggest that action should be taken against him for his failure in not

producing the original contract and invoices on his own accord under ad- -
vice to the Committee.

[S. Nos. 12 and 13, paras 1.63 and 1.64 of PAC’s 135th Report
(1974-75), 5th Lok Sabha]
Action taken

The observations of the Public Accounts Committee have been noted

and necessary instructions in the matter have been issued, a copy of which
is enclosed. (Annexure).

[Ministry of Finance (Department of Revenue and Insurance) O.M. No.
512/1/75-Cus.VI, dated 17-11-1975]

Annexure
F. No. 512/1/75-Cus. VI

CENTRAL BOARD OF EXCISE AND CUSTOMS
New Delhi, the 19th April, 1975.
From

The Under Secretary,
Central Board of Excise & Customs.

To

The Collector of Customs,
Bombay/Calcutta/Madras /Cochin.
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The Collector of Central Excise,
Madurai/Bangalore/ Ahmedabad / Guntur.
The Deputy Collector of Customs,
Visakhapatnam/Goa/Bhubaneshwar,

The Asstt. Collector of Customs,
Kandla.

Sir,
SUBJECT.—Public Accounts Committee—Audit Para No, 8 (1971-72)—

135th Report (5th Lok Sabha) 1974~75—-Para Nos. 1.63 and
1.64—Conclusions/Recommendations.

I am directed to invite your attention to para 8 of the Audit Report for

the year 1971-72 (copy enclosed) in which incorrect assessments were point-
- ed out at Visakhapatnam and Kakinada Custom Houses resulting in short
levy.

2. Though the invoices in these cases showed value for only 95 per cent
of the Bill of Lading quantity, the nature of deduction was not indicated
therein. In the circumstances the concerned Appraisers and the Auditors
in the I.A.D. should have questioned the importers regarding the reasons
for the said deduction. The under-assessment was detected on scrutiny of
the contracts at the instance of Central Revenues Audit. Thc observations
of Public Accounts Committee in this repard are reproduced below:

“The Committee regret to observe that in this case failure of the
Custom House to scrutinize the contract resulted in under-
assessment of custom duty to the extent of Rs. 19.757. Tte
Customs had assessed the goods on the basis of invoices in
which the values were for 95 per cent of the weight of goods
shipped. The under-assessment was detected on the scrutiny of
the contracts at the instance of Audit, The Committee are un-
happy that Internal Audit Department could not detect the
mistake.”

3. In these cases. the importers, State Trading Corporation, a Public
Sector Undertaking, did not mention at the time of assessment that the in-
voices were provisional and even when the final invoices were received from
the suppliers, the State Trading Corporation did not produce them before
the Custom House which they are required to do as per the declaration
subscribed by them on the Bill of Entry.

On this point the PAC have observed as below:

“Jt was the duty of the importer to bring to the notice of the Custom
House that invoices were provisional. The Committee note that
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the importer in this case is a public undertaking and therefore
no action was taken against them. The Committee desire that
correct procedure should be followed by all Public Undertak-
ings. It is the normal practice that goods should be cleared by
an authorised agent. If that is so, then the Committee would
suggest that action should be taken against him for his failure
in not producing the original contract and invoices on his own
accord under advice to the Committee.”

4. It is desired that in the light of the Committee’s observations you
may kindly issue instructions to all concerned and take other appropriate
measures and a complance report may be sent to the Foard immediately.

5. The receipt of this communication may please be acknowledged,

Yours faithfully,
Sd./- V. S. NAIK,
Urnder Secretary,

Central Board »f Exrise and Custons.

Report of the Comptroller and Auditor General of Indii for the year 1971~
72 Short levey of additional dutv

In two Customs ports, bulk imports of rock phosphates were charged
to additional duty on the basis of invoices produced. The values on the
invoices were for 95 per cent of the weight of goods shipped. That the
assessment on this basis was not correct was pointed out in Audit in Janu-
ary, 1970 in one port and in October, 1970 in another port. The Custom
Houses thereafter called for contracts and scrutinised, when it transpired
that the payment of 95 per cent of weight of goods was provisional and the
balance of 5 per cent was payable on importation. A short recovery of
Rs. 19,757 was realised.

The Ministry have stated that the Custom House charged countervailing
duty under the impression that the invoices produced by the party were
final,

Recommendation

The Comymittee find that the earliest consignment stored in this godown
was of May 1967. This shows that the goods had been stored for more
than 3 years and no action was taken to dispose them of; some of which
could deteriorate in value. The Committee are of the view that confiscated
goods should be disposed of expeditiously and ordinarily, the disposal
should take place within three months of the confiscation. This would
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ensure w.c maximum realisation and at the same time, reduce the possibility

of deterioration in quality as also of theft. The Committee would like to
be informed about the reasons for delay in this case.

{S. No. 23, Para 1.107 of PAC’s 135th Report (1974-75)-5th Lok Sabha. ]
Action taken

The observations of the Committee that confiscated goods should be
disposed of expeditiously have been noted. As regards disposal within
three months of the confiscation it may be mentioned that except in the
case of perishable goods, the confiscated goods are held back from dis-
posal until the appeal period is over. This period is ordinarily three
months and can be extended by another 3 months in spécial circumstances.
If the appeal is filed then the goods do not become ripe for depends until
the appeal js disposed of. There is also a provision for revision application
against the decision in appeal. The time limit for this is 6 months which
can be extended by another 6 months in special circumstances. 1If the
revision application is filed the goods do not become ripe for disposal till
the revision application is disposed of. The confiscated goods also do
not become ripe for disposal where the goods become the subject matter
of court proceedings until the proceedings are decided upholdving the
confiscation of the goods. Where finalization of court proceedings is likely
to take time the courts are approached to accord their permission for
disposal of goods particularly where goods are likely to deteriorate and for
holding the sale proceeds in deposit. Where, however, appeals and revision
applications are not filed in time the goods can be taken up for disposal as
soon as they are ripe for disposal.

In the cases covered by the theft of August, 1970, it has been ascer-
tained from the Collector that out of the 13 consignments involved, 7 had
not been adjudicated, in five adjudication had taken place between Novem-
ber, 1969 and March, 1970 and in one case appeal had been rejected in
May, 1970 and in these cases disposal action was pending for want of clear
information regarding whether appeal/revision application had been filed.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 561/4/75-LCII- dated 16-8-1975.]

Recommendation

The Committee note that during the year 1971-72 the total loss of
goods from the Customs’ custody due to theft and otliér causes amounted
10 Rs. 27,542. The Committee require that the Board must ensure that
there are proper sccurity arrangements in the Customs godown. All cases
of major losses and theft should be reviewed by the Board to ascertain
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‘whether there was any collusion. To guard against clandestine removal
of goods and later on covering it up as theft, there should be frequent
surprise verification of goods by higher Departmental officers.

{S. No. 25, Para 1.109 of PAC’s 135th Report (1974-75)-5th Lok Sabha.]
Action taken

The observations of the Committee have been noted. Necessary

anstructions have also been issued to all Collectors in accordance with the
.observations of the Public Accounts Committee.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 561/6/75-LCII dated 15-12-1975.]

Recommendation

The Committee feel concerned to tind that in this case the seized vessel

carricd unmanifested goods of the order of 40 tons. According to the

Ministry it is likely (mere guess) that the unmanifested cargo was loaded
bevond the port limits.  The Committee are surprised how such huge
bulk of goods could be loaded in a vessel beyond the port limit in mid-sea
without docking and platform facilities. The Committee. therefore, maintain
that the matter needs further investivation as to where the unmanifested
goods were foaded and whether there was failure on the part of Customs
Officers,

[S. No. 26, Para 1.121 of PAC's 135th Report (1974-75)-5th Lok Sabha.}

Action taken

Two Scnior Officers were deputed to investigate as to wheretrom the
unmanifested goods were loaded and whether there was failure on the
part of Customs Officers.  They studied the matter in depth.  There are
two distinct possibilities in this regurd to the placing of the cargo on board
the vessel. The unmanifasted cargo could have been loaded at Calicut port
during the period the vessel was Iving in anchor in the port.  The second
possibility is the cargo like the illicit emigrant could have been loaded at
mid sca after the vessel took port clearance.  They have stated that the
statements of the crew of M.S.V. Shaman and the illicit emigrants give
an impression that the unmanifested cargo found on board the vessel, might
have been loaded during the period M.S.V. Shaman was lying in anchor at
mid sea at Calicut port. At best this impression can only be a presumption
or suspicion. In their opinion it cannot be conclusively cstablished at what
point of place the unmanifested cargo was loaded in the M.S.V. Shaman.

The loading of the authorised cargo for these vessels takes place only
at mid sca at Calicut port. The expart vessels always remain at a distance
2473 LS. —5
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of 3 to 5 Km. and the cargo after completion of customs formalities are:
loaded into lighters who convey the cargo to the vessel lying in anchor in
the mid sea. The facilities like berthing alongside of wharf and platform
arrangements for loading of cargo as found in major ports ate not available
in minor ports like Calicut. In the Calicut port there is a large traffic of
lighters carrying cargo to the sailing vessels. The foreign and local cargo
are segregated at the North & South piers on the coast, but after the lighters
leave the piers, there are difficulties in segregating them. The goods tor
export are covered by boat nots to enable checking. Unauthorised loading
from ahywhere along coast is sought to be prevented by intelligence and’
preventive measures in general, by way of anti smugglinp operations.

[Ministry of Finance (Department of Revenue and Insurance) O.M.
No. 561/7/75-LCIl dated 16-8-1975.Y;



CHAPTER V

RECOMMENDATIONS/OBSERVATION IN RESPECT OF WHICH
GOVERNMENT HAVE FURNISHED INTERIM REPLIES

Recommendation

The Committee are at a loss to understand how the minstakes could
not be detected both at the time of checking the bills at the project site in
October, 1964 and January-February, 1966 and in the course of Internal
Audit when Revenue Audit could detect them which confirms the usefulness
of Revenue Audit.  Further. they see no reason why it should have taken
a year to reply to the Audit objection in the first case which was raised
in June, 1970. In this connection the Committee would remind the
Government that they have time and agoin impressed upon the Board the
need 1o take prompt action on Audit objections. They would, therefore,
require suitable action against the delinquent officers for all the above
lapses after fixing the responsibility partic-larly in the higher cadres under
advice to the Committee.

[S. No. 5. Pura 1.35 of PAC's 135th Report (1974-75)-5th Lok Sabha.]
Action faken

The recommendations of the Public Accounts Committee that prompt
action <hould be tiken by the Custem Houses on the objections raised
by the Audit have been brought to the notice of all the Customs and
Central Excise formations for strict complinnce in future, vide Circular
Noo 1271975, dated the 16th August, 1975 enclosed (Annusxure.)

2. The question of fixing the responsibility for the lapses observed by
the Public Accounts Committee in this case has been entrusted to  the
Director of Inspection Cuctoms and Central Excise, New Dcthi and the
Committse will be aprrised of the action taken ag soon as possible.

[Ministry of Finance (Department of Revenue and Insurance) OM.
No, §12/6/75-Cus. V1 dated 23-12-1975]

61
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Circular No. 12/1975
Annexure

F. No. 512/6/75—Cus. VI
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPTT. OF REVENUE AND INSURANCE)

New Delhi, the 16th August, 1975.
From

The Under Secretary to the Government of Indin.

All Collectors of Customs.

All Collectors of Central Excise,

The Deputy Collectors of Customs.
Visakhapatnam/Panaji (Goz) Bhubancswar,
The Assistant Collector of Customs, Kandla,

SUBI¥CT.—P.A.C.—Reconunendations (Para 7.35)—Prompt action 1o be
taken on Audit objections—Instructions regarding.

Sir.

While considering an Audit puara. the Public Accounts Committee in
thetr 135th Report (5th Lok Sabha) 1974-75 have ebuzrved that the De-
partment had taken a vear te reply to thz Audit objection raised by
the Revenue Audit. The Committee have therefore. desired that promnt
action should invariably be taken in such Audit objections.  An exract
of their recommendations is cnclosed. The  recommendations of  the
Public Accounts Committes may kindly be roted {or future guidance and
compliance.

Ths receipt of this letter may please be acknowleged.

Encl. 1 Yours faithfully,

Sd./- (V. S, NAIK)Y.
Under Secretary to the Governmenr of India,

PUBLIC ACCOUNTS COMMITTEE

- (1974-75)
(FIFTH LOK SABHA)

Para No. 1.35.

The Committee are at a loss to understand how the mietakc's cou'ld
not be detected both at the tim: of checking the bills at the project site
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in October, 1964 and January-February, 1966 and in the course of
Intexpal Audit when Revenue Audit could detect them which confirms
the usefulness of Revenue Audit. Further, they see to reason why it
should have taken a year to reply to the Audit objection in the first case
which was raised in June, 1970. In this connection the Committee
would remined the Government that they have time and again impressed

upon the Board the need to take prompt action on Audit objections.

They would, therefore, require suitable action against the delinquent

officers for all the above lapses after fixing the responsibility particularly
in the higher cadres under advicc to the Committee.

Recommendation
Another unsatisfactory feature of this case is that there was undue
defay in finalising the provisional asscssment made under special project
procedure. The contracts were registered on 1st December, 1961 and the
imports against the contracts were spread over a period of 8 vears in
case of cross rails and 7 years in case of surface measuring instruments.
The assessments have not vet been finalised as the final reconciliation
statements have not been submitted by the importer. The Committee
are not satisfied with the delay of 5-6 ycars in finalisation of the assess-
ments fter the last importation. The Committee desire that this matter
should be vigorously pursued with the State Undertaking concerned and
the Committee apprised of the progress. A zeneral roview in this regard
in all the Customs Houses also appears called for. For instance in
Caleutta Customs House, out of 50 contracts registered during the period
1961—73, none is current at present and it is not ac all clear whether
all the provisional assessments relating to them have  been  finalised.
The Committee would. await the results of the review as well as the action
taken to stop repetitions,

[S. No. 6, Para 1.36 of PAC’s 135th Report (1974-78)—
S5th Lok Sabha]

Action taken
The observations of the Public Accounts Committee contained in this
recommendation have been noted and the concerned Custom Houses have
been instructe! to pursuc the matter vigorously with the concerned State
Undertakings for submitting reconciliation statements In respect of con-
tracts against which imports have already bzen completed. A review of
all the contracts registered under the Special Procedure upto 1973 has
also been undertaken by the Collectors concerned at the respective ports,

The resnlte of this review will be intimated to the Public Accounts Com-
mittee as soon as completed.

[Ministry of Finance (Department of Revenue and Insurance)
OM. No. 5§12/6 '75—Cus. VI doted 23-12-1975]
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Recomunendation

o

From the figures furnished to the Committee they find that while the
number of contracts still current in the major Custom Houses of the
country is of a negligible order (12 in Madras Customs House, none in
Calcutta Custom House and 7 in Bombay Custom House), the pendency
of contracts in Visakhapatnam Custom House is abnormally high and out
of 867 contracts registered during the period 1961-—73, the number of
contracts which are still current is 572, Out of these, as many as 143
contracts relate to the period 1961—63. In the opinion of the Committee
it would not be in the public interest to allow the contracts to continue
for an indefinite length of time as it is always fraught with the risk of loss
of documents and of goods becoming unidentifiable. The Committee,
therefore, desire that a suitable time-limit, sav 3 vears should be prescribed
for the currency of such contracts under the special procedure.

{S. No. 7, Para 1.37 of PAC's 135th Renort (1974-75) 5th Lok Sabha]
Action taken

It has been ascertained from the Visakhapatnam Custom House that
at present there are 34 coniracts (special procedure) relating to the period
1961—63, pending finalisation in the Custom House. These contracis are
pending for want of certain documents/clarifications from the importers.

2. In this connection it mav bce mentioned that since most of the
projects covered by the “special procedure’ are worth several crores of rurees,
the imports are spread over long periods.

3. The currency of a contract depends upon scveral factors such as
supply schedule. contstruction schedule, special requircments  of designs
etc. of the impoerters, availabilitn of raw materials etc. Completion of
projects therefore take sometimes a number of years.  Any insistence on
a time limit as suggested by the Committee may become difficult to observe
in many cases. The matter has, however, been taken up with the Ministry
of Industrial Development and will be examined further to see if it is
possible to fix time limits for diffcrent kinds of projects and the circum-
tances in which extensions may be granted.

[Ministry of Finance (Department of Revenue and Insurance)
OM. No. 512/6/75-Cus. VI dated 23-12-1975]

Recommendation

The Committee observe that in this case the Internal Audit Department
failed to detect even an ordinary orithmatical mistake resulting in excess
payment of drawback amount of Rs. 11,728/~ It is indeed regrettable
that such a mistake should have been overlooked even after reorganisation
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-of the Internal Audit Department. The Committee would suggest that the
Ministry should lay down suitable norms of work that may be expected
from an Upper Divisien Clerk and provide the staff accordingly. They
make this suggestion as they find that in this case, there were only 13
{Upper Division Clerks in the Internal Audit Department of the Custom
House at the material time and the number of drawback claims disposed
«f was over 1,22,300 which works out to 30 to 40 claims per day by an
Upper Division Clerk which is indeed too much to be expected.

[S. No. 16, Para 1.77 of PAC’s 135th Rzport
(1974-75)—5th Lok Sabau)

Action taken

When Internal Audit Departments in the Customs Houses were re-
-organised in 1969, a norm of 20 drawback claims per day had been taken
as the basis, in consultation with the Dircctorate of Inspection (Customs
and Central Excise). As suggested by the Committee, the Directorate
of Inspection (Customs and Central Excise: have been asked 1o review
the staff strength in the Internal Audit Department by undertaking field
studies of the increasing werk lead and  the  staff  sunctioned at various
Tevels to attend to the pre-audit of drawback  claims in the different
Custom Houses,  In view of the nced for economy, they have also been
asked to review the quality und technique  of audit  checks and suzgest
meuasures for improvement n both quantity and qualiae of ourput inaudit
check twking into consideratien increasing complexities in work, if any.
The norms of work wherever necessary are alse 0 he reviewed accordingly
for prompt and cificient performance of the pre-audit work., On the basis
of such studies, they have been asked to make suitable recommendations
for augmentation of staff at vurious levels.

[Ministry of Finance (Department of Revenus nd Insurance)
OM. No. 603/7/75—DBK dated 19-12-1975]

Recommendation

The number of excmption notifications  operative  during  the  vear
1971-72 waus 351. This figure consists  of 131 norifications  issued
wnder Scction 23 of the Sea Customs Act, 1878 and 220 issued
under Section 25(1) of the Customs Act, 1962, The Committee
note that exemptions on export duties may be justified to <ome extent to
sustain exports under certain conditions. The Committee feel that on the
import side there should not be many exemptions, when the objective is
to achieve restraint on imports. The Committec stggest that with  “his
end in view the Ministry should review the cxisting cxemptions on the
import side. In the case of concessions under the .Gcnera'l Agree-
ments on Trade and Tariff given with reference to articles. it should
‘be examined whether there could be tariff rates equivalent to cﬁccti‘fc
rates. It should also be cxamincd whether in the case of imbalance in
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duties and cost of raw materials and finished goods, tariff anomalies could
be adjusted in the tariff itself, because raw materials and finished goods
are assessable under different tariff items. As most of the exemption
notifications affecting the tariff have been current for a number of years
a review js urgently called for, before the next Finance Bill, with a view
to seeing the extent to which they can be embodied in the Statute rather
than being continued automatically under executive powers for all time.
The Committee would await the outcome.

[S. No, 30 Para 1.137 of PAC’s 135th Report (1Y74-75—5th Lok
Sabha]

Action taken

The suggestion of the Committee that the existing notifications on
import side should be reviewed with a view to achicving restraints on

imports has been noted and action has been initiated to review the existing
notifications.

2. In so far as concessions given under GATT bindings are concerned,
the position has been examined in the light of the action required to be
taken in connection with the inuoduction of the new Customs Tariff Act,
1975, It is felt that manv of the GATT bindings would have to undergo
change following the introduction of the new BTN-based tariff. The
possibility of seeking a general waiver under Article XXV of the GATT
before bringing the new turill into effect is also under consideration in
consultation with the Ministry of Commerce and Department of Economic
Aflair<.  In this context the question of muaking the GATT exemptions
part of the staute itself would huve to be deferred till policy decisions on
these inter-connected issuc are taken.

3. As regards the sugzestion that in the case of imbalance in duties
and cost of raw materia’s and finished goods, taridT anomalies could be
adjusted in the tariff itself. because raw materials and finished goods are
assessable under different tariff jtems, it may be explained that in a number
of cases raw materials arc. on full justification and merit. considered for
duty exemption conditional on use in the production of specified goods
or when definitely known to be intended for such uses. Such reliefs are
not required to be extended to the same raw materials when imported for
other end-uses. Such lower duty treatment cannot therefore be incorporat-
ed in the tariff itself. Wherever, however dutv rates on  certain  raw
materials have by notification been reduced unconditionally, the possi-
bility of all such reduced effective rates being incorporated in the tariff
itself without aflecting the basis scheme of the BTN-based nom:nclature
of the tariff will be considered.
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4. As regards the suggestion for an urgent review of exemption noth-

* fications which have been in force for a number of years, action has, as-
indicated in para 1 above, been initiuted. To what extent the exemption
notifications which have been in force for a number of years could be
incorporated in the tariff could be considered after gaining some experience
of the actual working of the BTN-based tariff Schedule of the recently

enacted Customs Tariff Act, 1975,

[Ministry of Finance (Department of Revenue and Insurance
OM. No. 369/4/75-Cus-1 dated 29-1-1976F

NEw DELHI; H. N. MUKEJREE.

March 9, 1976. Chairman,
Fllﬁzryln;19*1'8'97w(5) . Public Accounts Committee.



APPENDIX

Conclusions/Recommendations

N | Para Ministry Concerncd Conclusioas; Recomme ditions
No. No.

1 2 3 4
1 13 Ministry of Shippit g

It is distressing that in spite of repeated exhortations, Ministries are
still remiss in informing the Committee of the action taken or proposed
to be taken on their recommendations within the prescribed period of six
months.  In the present case referred to above, the Committee are yet
to be told of the action taken on the recommendation comtained in para-
graph 1.55 of the 135th Report, though ncarly ten months have elapsed
stice the presentation of the Report, and the attention of the Ministry of
Shipping & Transport had aiso been specifically drawn to the Committee’s
recommendation by the Departmemt of Revenue & Insurance as early as
July 1975, This is not the first occasion when there has been a default
by the Ministry in this regard. It would. thercfore, appear that adequate

attention is not being paid by the Ministry to the processing of the Com-
mitice’s  recoinmendations.

and Transpor

The Committec take a scrious view of this
defauli and desire that the reasons therefor should be gone into and appro-
priate action taken.  The current modalities for the processing of the
Committee’s recommendations should be reviewed and suitable remedial

80
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measures adopted.  The action taken by the Ministry in the present casé
particularly should be intimated o the Committee forthwith,

The Committee expect that final replics, duly  vetted by Audit, in
respect of those recommendations/observations to - which  only  interim
repies have  so far been turnished will be submitted to them without
further loss of time.

The Committee have  on many oce. sivns sought to impress upon
Government the need for 4 more scientific and realistic formulation of the
budget  proposals  so that  the  widening gap between the estimates and
actuals could be reduced. An fxpert Cominittee, appointed in January
1974 in pursuance  of the  Committec’s recommendation contained in
paragraph 0.1(1) of their 89th Report (Fifth Lok Sabha). to suggest ways
and means of achicving o more accurate and  scientific  forecasting  of
Customs revenue, had, jnrer glia, recommended, as early as June, 1974, the
use of statistical methods for the purpose and had wanted also the estab-
lishment of an Analvtical Statistical Budget Forecasting Cell in the Central
Board of Fxcise and Customs, The Committee are concerned that there
has been no final dedision in this regard even after the lapse of a consi-
derable time. This recommendation of the Expert Committee should not
be too difficult to implement, and the Committee trust that the Cell would
he set up without further delay and that the annual budgetary exercises
would be made on a4 more meaningful basis.

‘The Pxpert Commiittee had also suggested that the Central Board of
Pacise and Customs should consider approaching the Indian Statistical
Institute and/or the Central Statistical Organisation for  :ssistance  in

€9
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Department of Revenue
& Insurance

Department of Leonomic

Affairs

Ministry  of  Finunce
{(Depattment of Revenue
& Insurance)

working out more refined  statistical forccasting techniques. The Com-

mittee would like to be informed of the follow-up action, if any. taken in
pursuance of this suggestion.

The Committee note that two other important recommendations of the
Fxpert Committee relating (i) to the strengthening of the existing machi-
nery in the principal public sector import/export agencies for data collec-
tion and for forecasting their future import programmes, and (ii) to the
establishment of a short-term forccasting cell in  the Department of
Economic Affairs which should, inter alia, attempt the task of forecasting
international prices, have been referred to the administrative ministries
and public sector agcncies concerned for necessary action. While the
Committee naturally expect to be appraised of the acticn taken in this
reeard by the relevant agencies, they would also stress the importance of
a coordinated approach to this entire problem so that positive steps can
be taken expaditiously to streamline and refine the existing systems for
budectary forecasts.  The Committee would suggest that the Department
of FEconomic Affairs which is most closely involved in the matter. should
play a leading role in this regard.

The Committee find that the reply furnished by the Depnriment of
Revenue & Insurance in regard to their ohservations relating to the imposi-
tion of the regulatory duty of Crstoms, is silent on their recommendation
that an cvaluation of the imposition of the regulalory duties on imports in

3
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the past should be given in every case to enable Parliament to come to 4
proper appreciation of the position. 1t is incumbent on Parliament to
satisfy itself that the excercise by the executive of its delegated power to
levy regulatory duties has in fuct fulfilled the objcctives in view. The
Commtiee attach considerable importance to this recommendation and
would like to be apprised of the action proposed to be taken in this behalf,

The attempts made by the Department to justify the imposition of the
regulatory duty to restrain imports from abroad, on 13th December, 1971,
appear to the Committee to be based on certain hypothetical assumptions.
The Committee would have been happier if Government could have made
available to the Committee more concrete facts in support of their con-
tention,

The Committee note that in pursuance of their recommendation con-
tained in paragraph 1.36 of the  Report, a review of all the contracts
registered under the Special Projeet Procedure upto 1973 has been under-
taken by the Collectors  of  Customs concerned.  While the Committee
would await the results of the review which needs to be expedited, they
would like to be informed of the specific steps contemplated or adopted in
order to streamline the existing  procedures  for  assessments under the
Special Procedure so as to cnsure that the provisional assessments made
under thisy procedure arc finalised within a reasonable time.

While it is encouraging that the number of contracts relating to the
period 1961-63 pending finalisation in the Visakhapatnam Custom House

1L
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has been brought down to 34, the Committee feel that there is still consi-
derable scope for improvement. They would urge vigorous steps to
finalisc these old contracts without loss of time.

The Committee conceded that it would be difficult to prescribe a rigid
and uniform time limit  for the currency of contracts under the Special
Procedure in all cases. Every endeavour should, however, be made to
ensure that the provisional assessments made under the procedure do not
fall into arrcars and the final assessments are completed promptly. It
should also be possible to evolve a suitable  categorisation of different
kinds of projects on the basis of their scope and magnitude, and to pres-
cribe suitable time limits for the finalisation of contracts in respect of each
of such categorics. The Committee note that this question is being
examined further in consultation with the Ministry of Industrial Develop-
ment and would urge Government to crrive at an early decision in  the
mattcr,

The Committee, in their carlier Report, had  specifically suggested
that appropriate action should be taken against the authorised clearing
agent, if any, in this casc for his failure in not producing the original
contract and invoices on his own accord. It is not clear from the Depart-
ment’s reply whether this aspect has been examifed and necessary action
initiated.  The Committee, therefore, wish that this should be looked into
quickly, in case this has not already been done, and a more specifig
clarification conveyed forthwith, e

ZL
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It would appear from the details now furnished by the Department of
Revenue & Insurance in regard to the cases covered by the theft of August
1970, that as many as 7 out of the 13 consignments involved had not been
adjudicated and that in respect of 5 other consignments the adjudication
had tuken place between November 1969 and March 1970. The Com-
mittee have taken up for examination this year (1975-76) cases of delay
in adjudication of goods seized by Customs Houses and the position that
emerges out of this examination is rather disturbing. While the Committee
would deal with this question in detail later, they are anxious that all the
prescribed formalitics should be completed in the least possible time and
the goods confiscated disposed of expeditiously to ensure the maximum
realisation and to reduce the possibility of theft and of deterioration in
quality.  The Committee would, therefore, suggest a thorough review of
the existing procedures for the adjndication, confiscation and disposal of
seized goods and the adoption of necessary remedial measures thereafter.
In any case, in respect of cases of confiscation where appeals or revision
applications have not heen filed within the prescribed periods, it should
not be too difficult to dispose of such goods with the utmost expedition to
the best advantage of Government,

The Committee also observe from  the Department’s reply that in
respect of those cases in which the adjudication proccedings had been
completed, the disposal action was kept pending in the absence of clear
information regarding the filing of appeals/revision applicatians. 1t would
appear that a communication gap cxists at present between the different
authoritics concerned.  The Committee cannot understand how such a
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situation had been allowed to develop and would like an explanation. The
Central Board of Excise and Customs should also ensure that the methods
now current for the interchange of information between different agencies

which process cases of scizure and confiscation are properly streamlined
and all bottlenecks eliminated.

It is not clear from the Department’s reply whether the Central Board
of Excise and Customs have undertaken a review of all cases of major
fosses and thefts from Customs godowns with a view to ascertaining whether
there was any collusion on the ‘part of the Customs staff.  The Committee
desire that such a review, if not already made, should be conducted early
and the results intimated.

The Committec regret that the investig:tions conducted by two senior
ofticers have failed to  establish conclusively the place from which the
unmanifested poods were loaded in the scized vessel. However, since the
presumption is that the goods might have been taken on board the wvessel
while it was lying in anchor at mid-sea at Calicut port and in view of the
fact that the loading of the authorised cargo also takes place only at mid-
sca in this port. it is incomprchensible how goods of such bulk (40 tons)
could have been taken on board undetected. It would, therefore, appear
that the customs surveillance must have been lax, if not altogether non-
existent. If the goods had been loaded alongwith other authorised export
cargo covered by valid customs documents, unmanifested goods of such
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bulk should obviously have been noticed by the rummaging officer who
rummaged the vessel before permitting it to sail from the port. The
Committee would, thercfore, like to be satisfied that the prescribed checks
had. in fact, been carried out. If Jaxity or collusion on the part of the
Customs staff comes to light, appropriate action should be taken against
the delinquent officials.

In the light of the difficulties experienced in segregating at the port
lighters carrying local and foreign cargo to vessels anchored at mid-sea,
the Committce feel that it would be advisable to take special steps to
strengthen the existing customs checks at the port in order to prevent the
loading of unmanifested cargo on vessels on foreign runs.
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