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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Ninety-Ninth 
Report on action taken by Government on the recommendations of 
the Public Accounts Committee contained in their %th Report 
(Sixth Lok Sabha) relating to Customs Receipts. 

2. On 31 May 1978, an 'Action Taken Sub-Committee' consisting 
of the following Members was appointed to scrutinise tb.e replies 
received from Government in pursuance of the recommendations 
made' by the Committee in their earlier Reports: 

1. Shri P. V. Narasimha Rao-Chaiman 

2. Shri Asoke Krishna Dutt--Convener 
Meinbeta 

3. Shri Vasant Sathe 
4. Shri M. Satyanarayan Rao 
4. Shri Gauri Shankar Rai 
6. Shri Kanwar La1 Gupta 

3. The Action Taken Sub-committee of the Public Accounts 
Committee (197879) considered and adopted the Report at their 
sitting held on 26 October, 1978. The Report was finally adopted by 
the Public Accounts Committee (1978-79) on 15th December, 1978. 

4. For facility of reference the recommendations or conclusions 
d the Committee have been printed in thick type in the body of the 
Report. For the sake of convenience, the recommendations or con- 
clusions of the Committee have also been reproduced in a consoli- 
b t e d  form in the Appendix to the Report. 

5. The Committee place on record their appreciation of the as- 
sistance rendered to them in this matter by the Gomptrdler and 
Auditor General of India. 

NEW DELHI; P. V. NARASIMHA R.40. 
December 15, 1978 Chairrnmr , 
A-v-aGi a& u;-190.--iSi 

Public Accounts Conmittee. - 



1.1. This Report deals with the action taken by Government on 
the Committee's recommendations/observations contained in their 
544h Report (Sixth Lok Sabha) on paragraph 15 relating to Customs 
Receipts included in the Report of the Comptroller & Auditor 
General of India for the year 197475, Union Government (Civig), 
Revenue Receipts, Volume I. 

1.2. The 54th Report was presented to Ink Sabha on 16-12-1977 
and contained 25* recommendations/observations. Action Taken 
Notes in respect of all these recommendations/observations have 
been received from Government and these have been broadly 
categmised as follows: 

(i) Recarrvmmdations/obserwthns that have been crccqtsd 
bg Government: 

S. Nos. 4, 5, 6, 7, 8, 9, 10, 11, 20 and 25. 
(ii) Rec0mm.e- fobseruatisls which the Committee 

do not desire to pursue in the ligh* of the replies received 
from Government: 

S. Nos. 2, 3, 15, 19, 21, 22 and 23. 
(iii) Recomm.en&tionslobsewations replies to which have not 

been accepted by the Committee mnd which require 
reitemtion: 

S. Nos. 1, 12, 13, 14, 16 and 17. 

(iv) RecmmendcFt~/obs~1"~ations in respect of which Gotr- 
ernment have furnished interim reflies: 

S. Nos. 18 and 24. 

1.3. The Committee hope that final replies to those recommenda- 
tions to which only interim replies have so far been furnished will 
be submitted to them expeditiously after getting them vetted by 
Audit. 

1.4. The Committee will now deal with the action taken by Gw- 
ernment on some of their recommendations/observations. 

- - - ------ 
*S. Nos 18 to 24 of Appendiv VITI have been renumbered as 13 

to 25. - 



Delsry in t.he dispiwal of' diamonds, preciow dnd semi-precious stones. 
(Paragraph 1.163-S. No. 1). 

1.6 Dealing with the question of delay in  the disposal ob con- 
lbated diamonds, precious and serlli-precious stones in Bombay 
Customs Collectorate, the M r n i t t e e ,  in paragraph 1.163 of their 
54# Report, had o b m w d  as fallows: 

"The Committee are distressed to note that diamonds and 
precious/serni-precious stones seized in Bombay Customs 
Collectorate during the period 1959 to 1973 were lying 
undisposed till the end of 1975, although disposal ordero 
had been passed by the competent authorities in many 
ceees. The value of these goods a t  the then prevalent 
prices was stated to be of *he order of Rs. 1.09 crores. 
From the information subsequently furnished to the 
Committee, it is noticed that the value of the goods not 
disposed of in the Bombay Customs Collectorate as on 
1-1-76 was about Rs. 1.35 crores. The Committee view 
with great concern the inordinate delay in disposal. a 
fact which has been admitted by the representat.ive of the 
Department of Revenue and Banking when he said 
during evidence 'We are sorry that the delay had oc- 
curred. I do not want to defend something which cannot 
be defended'. The Committee would like to know-of the 
rectificatory steps proposed to be taken to ensure that 
such delays are a thing of the past." 

1.6. In their Action Taken Note dated 5-5-1978 furnished in res- 
pect of this recommendation, the Department of Revenue have 
abeted : 

"The Collector of Customs, Bombay has reported that he has 
sold diamdnds worth Rs. 1,3936, 1121- during the period 
from December 1975 to September 1977. The stock of 
confiscated cut and polished diamonds as on 1-2-1978 was 
nil in the Bombay Custom House. The Collector of 
Customs, Bombay has also reported that as on 1-2-1978, 
the value of the stock of confiscated rough and uncut 
diamonds is Rs. 1,96,915 and that of cut and polfshed 
precious and semi-precious stones, Rs. 45,26,056. 

Instructions have already been issued to all the Collectors of  
Customs and Central Excise to follow the procedure de- 



vised by the &ombay Custam House for sale of confiscated 
&d polished diamonds for expwt." 

1.7. The Committee enquired from the Ministry of Finance (De- 
partment of Revenue) about the method for the disposal of diamonds 
etc., the price estimated by the Valuation Committee &nd the a w l  
sale proceeds. The Ministry of Finance (Department of Revenue) 
have informed the Committee as under vide their O.M. No. 545/lfL- 
'NT/7&IXII dated 24-1 1-1978: 

"The diamonds were sold by inviting sealed tenders during 
the period from December 1975 to September 1977. The 
details thereof are giwn in Appendices I and I1 separa* 
ly for rough and uncut and cut and polished diamonds." 

1.8. The Committee have carefully cwnsidered the reply furnished 
by the Department of Revenue expkaining the position in regard to 
the disposal af c~nfisca~ted diamonds, precious and semi-precious 
stones in Bombay Cudom House. They cannot help feeling that 
the sale of the diamonds etc. had actually started oniy after the 
matter was reported by Audit and not on the Collector's own initia- 
tive. In these circumstances, the Committee are constrained to eon- 
elude that the handling of the case by the Bombay Custom House 
was far from satisfactory. 

1.9. The Committee further note that the value of the stock of 
confiscated rough and uncut diamonds which stood at Rs. 1.35 crores 
on 1-1-1976 has since been reduced to the order of Rs. 1,96915 and 
that of cut and polished precious and semi-precious stones to 
Rs. 45.26,056 in the Bombay Custom House on 1-2-1978. This &- 
t/on has emerged due to substantlal disposal between December 1975 
and September 1977. The Committee desire that this tempo of dispo- 
sal should be maintained and the position kept under constant watch 
and such remedial steps as are considered necessary on the basis of 
the past experience taken to ensure that the inordinate delay of the 
type that occurred earlier does not come to be repeated in future. 
They would also like to be apprised of the impact on the disposal of 
confiscated diamonds etc. in other Customs Houses by following the 
procedure adopted by the Bombay Custom House. 

Role of MMTC in the imports of rough diamonds (Paragraphs 1.174 
and 1.175-3. Nos. 12 and 13 ) .  

1.10. Examining the role played by the M.M.T.C. in the import 
05 rough giamonds, the Committee? in paragraphs 1.174 and 1.175 of 
the Rep& had recommended inter din as follows: 



"1.174. The Committee find that the Mineral and Metal Trad- 
ing Corporation of India is at  preseht importing only 20 
per cent of the total requirement of rough diamonds of 
the country from various markets. The share 05 their 
total imports may be increased further if their efforts Per 
the negotiation of some kind of contract for direct pur- 
chase from some African countries prove successful. The 
Committee, however, understand that the MMTC do not 
have the requisite expertise for importing diamonds from 
primary sources. The Cbmmittee desire that Govern- 
ment should take measures to develop the requisite ski13 
and expertise on the MMTC." 

"1.175. The Committee understand that traders prefer the 
Diamond Trading Company and its subsidiaries for jm- 
port of their requirements of rough diamonds. They have 
developed a sort of apathy or allergy towards the cana- 
lisation of. imports of rough diamonds by MMTC. One of 
the reasons for this attitude is that MMTC has not been 
able b offer such credit terms as are available to them 
from other agencies. The Committee would urge that if 
the MMTC has to play a positive role in the imports of 
rough diamonds Government should ensure that the terms 
offered by them are in no way less attractive than those 
offered by other competing agencies." 

1.11. The Action Taken Notes furnished on 17-7-1978 by the De- 
partment of Commerce in response to these observations/recom- 
mendations are reproduced below: 

"In 1965-66, the e x ~ o r t s  of cut and polished diamonds &om 
India had stood at  about Rs. 5 crores which subsequently 
rose to Ra 30 crores in 1968-69. The Diamond Trading 
Company (DTC), London had still not recognised Indian 
exporters as their sightholders for the purpose of direct 
import of roueh diamonds by DTC to Indian exporters. 
Since the production of rough diamonds in major pro- 
ducine col~ntrifis and their marketing throughout the 
world had been mostly under the control of companies 
under the De &W moup and marketing of gem variety 
by the DTC of tho snme p u p ,  Indian exporters in the 
absence of ditwt imports from DTC, London, had to 
depend on tho int2rmcdiate sources like Belgium and 
ant we^. With a view to finding some alternative source, 
the National kd!?era?s and Development Corporation 
(NMDC) was asked to get to primary sources like Ghana 



and 'obtain mu& diamonds s ~ p p b a  The ' NMDC had 
made some moves and purchased a few let$ in the open 
auction in Ghana. Since the NMDC had gone for such 
purchases from primary sources, it was decibd to canalise 
10 per cent of the country's imports of rough diamonds 
(other than those ofi advance licences] through the 
NMDC from October, 1970. This is how 'the canalisation 
started. However, subsequently it was found difficult 
by the NMJX! to participate jn such open auctions as the 
lots for sale contained mixed goods of which 70 per cent 
or more were industrial varieties which had no domestic 
market and as a result no further efforts were made. 

However, consequent to above move by Government and par- 
tial canalisation of rough d i a r n w  imports, the Indian 
Diamond Industry was able to persuade the Diamond 
Trading Company, London to agree to supply rough dia- 
monds directly to Indian importers as the DTC's direct 
sight holders. The number of such Indian sight holders 
have since increased to 55 to 59 from a zero level in 1968- 
69. More than 90 per cent of diamond imports is account- 
ed by these sight holders as a consequence of direct sup- 
plies by MY: to them. 

In so far as the MMTC is concerned, the canalisation work was 
transferred to them from NDMC during 1972 for supply 
of 20 per cent rough diamonds to Indian parties against 
only their replenishment entitlement. After the Ghana 
experiment, the efforts of MMTC because of various a- 
cuities involved to go to primary sources, met wi'th little 
success. Even efforts made at  the Government level to 
get supi4ies of roughs from the Governments of USSR 
and Tanzania have not borne fruits so far. Under the 
circumstances whatever type of diamonds were procured 
by the UMTC were from the same sources from where 
other individuals had procured. The trade, therefore, 
repeatedly represented against partial canalisation. 
MMTC, howwer, did offer limited credit under the Bills 
Marketing Scheme, but the response from the trade has 
not been encouraging. 

Keeping all factors in view, Government have now decided to 
de-canalise diamond imparts through the MMTC with 
e f k t  from April, 1978-781 MMTC would, however, can- 
Unue to opsrab on their own tr the market on the basis 



of their o.vm skill aqd expertbe which they have acquired 
over a period of time in order to supplement trade's effort 
in the rnathr. 

The question of going to primary sources has been included 
in the terms of reierence of the Task Force on Gem and 
J e w e h y  .recently constituted by the hfinistry of C m -  
merce, for further considemtion." 

1.12. The Committee are sarry .to observe that the Government 
seems to have given in to the presswe of the trade in taking the 
.dacision for the deeanalisation 66 even !B per cent rough diamonds 
hported t h w h  the mnerals & Metals Trade Corporation. The 
partial canallisation of 20 per eent for the jmport of rough diamonds 
was introduced primarily with the objective of breaking gradumlly 
the infiunce of Diamond Trailing Company, London which virtually 
monopolise the supply of rough diamonds to this country. Instead of 
mmp!ete withdrawal of state control on the imports of rough dia- 
monds the Government should have, as recommended by the Com- 
mittee made all-out efforts to develop such skill and expertise on 
the M.M.T.C. as was necessary for making the import of rough dia- 
monds as much attractive for the trade as through the D.T.C. They 
should have also devised same methodology whereby the terms 
offered by the M.M.T.C. could be in no way less 'favourable than 
those offered by ather competing agencies. The Committee do not 
feel convinced that the operation of MMTC on their own in the 
market would bring in any tangible results keeping in view their 
performance during the period when 20 per cent import of rough 
diamonds was candised -through them The Committee, therefore, 
reiterate their earlier recommendation and stress the need for the 
devebpment of such skill and expertise on the M.M.T.C. as is neces- 
sary for making their import of rough diamonds competitive with 
D.T.C. They wodd also desire the Government to reconsider their 
decision for the decanalisation of 20 per cent import of rough dia- 
mond througl~ MMTC so as to permit the exercise of some type of 
partial State control in this field. 

1.13. The Committee would also like to know the outcome of 
tbe consideration of the question of going to primary sources through 
the Task Force on Gem and Jewellery constituted by the Ministry 
of Commerce. 
Valuation of the import pr$e of rough dianwnds. (Paragraph 1.176 

-S. No. 14). 
1.14. Referring to the disproportionate increase in the average 

import and export prices of diammds in India during .the year 1971- 
74, the Committee, in paargraph 1.176 of their Report had observed 
PI under: 



'UPbe Commitbe find that there was ~ ~ r t i o n ~ ~  in- 
in the average import and exprt pi- of diamonds in 
Indb durfng the year 1971-74. Whik the import price 
of rough diamofids had gone up by 110 per cent, the ex- 
port price of cut and polished diamonds had increased 
only by 60 per cent. However, in the case of tfie other 
m a n u ~ u r i n g  countries in the world, viz, Israel and 
Belgium, the increase in export prices of cut and polished 
diamonds has been in proportion to the increase in the 
prices of rough diamonds imported into these corntires. 
The Committee have been informed during evidence that 
the increase in the price of small size rough diamonds irn- 
parted by India was higher than for large size rough made 
in Israel and Belgium. In view of the disproportionate 
increase in the import and expart prices of diamonds, the 
Committee have a suspicion that there could be ever-in- 
voicing in the values of the imported roughs. It is dis- 
quieting to learn that a cornparision of prices offered by 
DTC and goods on sale in the open market cannot be 
made. In vim of this they would like to know the exper- 
ties available with the Department far the valuation of 
the rough diamonds and to be assured that the valuation 

is being done mmectly to eliminate all chances nf over 
invoidng in values of imports." 

.1.15. The Action Taken Note dated 12.7.1978 furnished by the 
Department of Commerce with reference to this recommerrdati~ is 
reproduced below : - 

"In case of rough diamonds 80 per cent of world production is 
controlled bv the De Beers group. The pricing therefore 
is done at t ieir instance depending upon total production. 
the type of goods and the available supply at a particular 
period. Regardig direct supplies of DTC goods to the 
sight holders it is unlikely that there would be over-invoic- 
ing of imported roughs. Otherwise all supplies of im- 
ported rough stones pass through customs authorities and 
in the light of their knowledge and experience in the field 
they keep a watch in regard to over-invoicing or under- 
invoicing." 

1.10. The Ccmuntttae have not been informed about the expertise 
available with the Customs Department for the valuation of the 
rough diamonds imported in this country. They are dipinclined to 
agme tbat !nerels the knowledge and erxperience of the Custom 
authorities in the field can arm them with the requisite expertise so 



vitally needed for the Moper vaktion of the rough diamonds and 
exercise of the requisite check on resport to over-invoicing and undar- 
invddng. In view of the near monopoly of Diamond Trading Com- 
pany in meeting the requirements of the rough diamonds imported 
in this country, it is all the more essential that the persons on the 
job should be highly specialismi and fully equipped with all the 
details and information in regard to the prices charged by Diamond 
Trading Company for &dar  material imported by other countries 
so as to ensure that all efEorts towards under-invoicing . and over- 
invo$ing are completely frustrated. The Committee would Like the 
Government to make an indepth study of the problem and take 
suitable remedial measures to make the system foal-proof. 
Gtant of replenishment licences for import of rough diamonds. 

(Paragraphs 1.178 and 1.179-S. Nos 16 and 17). 
1.17. Reviewing the position obtaining in regard to the grant of 

replenishment licences for the import of rough diamonds, the Com- 
mittee, ih paragraphs 1.178 and 1.179, had recammended as fol- 
lows: 

"1.178. The Committee note that imports of rough diamonds 
are allowed against replenishment licences granted to ex- 
porters under the import policy for registered exporters. 
These licenoes are granted against expo* d cut and 
polished diamonds. Indian exportem import, mostly 
smaller size of rough diamonds known as 'makeables' 
which are mainly obtained from Diamond Trading Com- 
pany, London. The rate of replenishment varies between 
60 per cent to 80 per cent of the export realisations 
in case of 'makeables' and 'sawables'. The replenishment 
licensing system is intended to encourage the export of 
better and more value added items by our cauntry." 

"1.179. The Committee have been informed that the allocation 
of replenishment is done on the basis of the information 
about the value of exported goods obtained from the Gem 
and Jewellary Export Promotion Council who collects these 
details from representative transactions. On the basis of 
the data furnished by the Council, the replenishment rates 
are determined by an ihter-ministerial policy goup  con- 
sisting of the DGTD, Economic AfE'airs Department and 
representative of the Finance Division of the Ministry of 
Commerce. The Committee are surprised to note that the 
Government have to depend entirely upon the 
data furnished by the Gem and Jewellery Export Promo- 
tion Council for their judgement on the determination af 
the replenishment in the inter-ministerial policy group. 



The Export Commissioner, Oface of the Chief Controller 
of Imports and Exports has admitted during evidence that 
'we do not have any other expert Government egency for 
the purpose.' The' committee apprehend that in the ab- 
sence of any external verification af the, correctness of the 
data furnished by the Council, the possibility of manipula- 
tion therein and the diversion of the imported rough dia- 
monds on a substantial scale inside India, where there 
is very good demand for them, cannot be ruled out. The 
Committee, therefore, recommend that Government should 
establish a suitable agency with the requisite expertise 
for the proper and thorough verification of the data fin- 
nished by the Council to ensure that the value of replenish- - 
mept licence is not in excess of that admissible against 
exports under any circumstances. The Committee are 
concerned that information regarding the structure and 
economics of diamond polishing is not being obtained by 
Government on a regular basis, but obtained from the . 
Council at particular times for policy formruilation. Thia 
does m t  appear to be a happy state of affairs." 

1.18. In their Action Taken Note dated 127-1978, the Deparb 
ment of Commerce have replied: 

"The scale of replenishment etc., is kept under continual r e  - 
view. Recently Government have set up Hindustan Dia- : 
mond Company where it holds 50 per cent shares and its 
nominee is the Chairman-cuwManaging Director. (CCI&E 
has been advised that in reviewing the scale of replenish- . 

ment of diamonds, the data furnished by the Comd,  undli 

wherever felt necessary may be further crosschecked 
with MMTC and Chairman, Hindustan Diamond Corn- . 
Company." 

1.19. The Committee bave their own doubts if the advice given 
by the Government to the Cbief Contnoller of Imports and Exporb 
to have the data furnished by the Gem and Jewe'lery Export Pro- 
motion Council for the grant of replenishment licences cross-check- 
ed as and when necessary with the MMTC and Chairman. Hidustan 
Diamond Company would meet the objective of comp'ete and de- 
tailed verification. The casual checks would be hardly helpful and 
are not likely to do away with the possibility of manipu!ation by 
unscrupglous traders. The Committee, therefore, reiterate their ear- 
lier reeommendatjron and desire that Government shdld  establish 
3ts own agency with the requisite expertise for the thorough scm- 
tiny of all the data furnished by the Gem and Jewellery Export 
Promotion Council on a81 the occaJions. 



RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Another reason advanced by the Department for the &lay in 
dispaDsal is that smuggling had been increasing over the years and 
the staff augmentation did not keep pace with the staff require- 
meats. The Cdlector having lesser staff, therefore, p d d  more atten- 
*ion to seizures inasmuch as this was a line of activity on which 
they could not afford to relax. The Committee note that with a 
view to cope with the increase in number of seizures, the Custom 
Hause had to divert 30 Preventive OfRcers and 3 Inspectors from 
General Preventive duties in the Docks and Bnders for handling 
the disposal of seized/confiscated goods. The Committee feel un- 
happy that adequate attention was not giwn to manpower plan- 
ning. Had the Department been alert and exercised proper watch, 
they would have equipped themselves in time with the requisite 
manpower for handling the workload connected with seizures. The 
Camrnittee would like to know the steps taken by the Department 
to meet the requirements of the staff needed for deployment on 
the increased volume nf seizures and disposal of diamonds etc. In 
any case, the Committee are unable to understand as to why the 
serviees af the handful of specialists in the valuation of diamonds 
were m t  utilised for t h e  prompt disposal of confiscated diamonds. , 
Any diversion of such personnel towards the disposal of othem 
trade goods or other purposes would a p w r  to be not sound per- 
sonnel management. 

[Sl. No. 4 of 54th Report of PAC 1977-78 (6th Lok SaMia)] 

Action Taken 

The observations of the Committee about providing the requi- 
site manpower for handling the increased work load connected 
with seizerq and disposal and the utilisation of the services of 
jewellery experts in the disposal of diamonds have been noted. 

2. Manpower planning for anti-smuggling work in different 
Collectorates is being done on a continuous basis by the Direc- 
torate of Anti-smuggling ever since 1974 and additional staff for 



seizures and anti-smuggling work in Barnbay and elsewhere as 
well has shce  been provided. The additional staff provided at Born- 
'bay comprises of 3 assistant Collectors, 6 Superintendents, 9 Pre- 
ventive Inspectors (now designated as Superintendents), 69 Ins- 
pectors of Central Excise, 93 Preventive Officers, 2 Stenos, 3 
:Deputy Office Superintendents, 12 U.D.Cs., 13 L.D.Cs., 22 Jamadars 
:and 103 Sepoys. The need for additional staff is also reviewed from 
'time to time and steps are also taken for effective deployment of 
:staff and other resources for preventive work. 

3. As regards the special staff to be provided for disposal of 
:seized and emfiscated goods, the Directorate of O&M have carried 
s u t  the necessary studies in Bombay Customs House and proposals 
:submitted by them for additional staff for handling the increased 
 volume of work relating to disposal of confiscated gmds are pre- 
sently under examination in consultation with the Financial 
.Adviser. 

4. As regards the utilisation of services of the jewellery experts 
'for disposal of diammds, a copy of the instructions issued to all 
t h e  Collectors of Customs to adopt the procedure followed by 
Bombay Custom House in their Standing Order No. 6574 dated 
:2-2-1977 is enclosed. The procedure. inter a h ,  mentions the valua- 
;tion by- 

(a) a penal of jewellery appraisers; 
(b) a panel appointed by Assxiations representing the par- 

ticular trade; and 

(c) a valuer nominated by the Additional Collector from 
the panels of experts drawn up in the Custom Houses. 

KMinistry of Finance, Deptt. of Revenue, O.M. F.No. 545 13178-LC1 
dated 10-8-1978.1 

A N N E X U R E  

MINISTRY OF FINANCE 

(Department of Revenue) 

N e w  Delhi. the 23rd Mag.  1978 

'To . . 
dated 2-2-1977 is enclosed for your information and necessary 
Bombav) . 

:3619 LS-2. 



SUBJECT: PAC-Recommendationo af the PAC contained' i n  pang! 
1.165 of its 54th Report (6th Lok Sabha). 

Sir, 

I am directed to enclose a copy of para 1.165 of tlie 54th Report 
of the PAC (6th Lok Sabha) regarding proper valuation and 
weighment of diamonds, precious and semi-precious stones and tcw 
say that the Bombay Custom House has issued a Standing Order 
Indicating the detailed procedure to be adopted for the disposal' 
of confiscated goods with specific reference to diamonds, pcecious- 
and semi-precious stones. A copy of the Standing Order No. 6574 
dated 2-2-1977 is enclosed for your information and necessary 
action. 

Yours faithfully, 
Sd /- 

(N. Krishnanurthy) , 
Under Secretary to the Govt. of India. 

Copy forwarded for information to the Collector of' Customs, 
Bombay. 

2. Copy also forwarded for information to the Director of  
Inspector and Audit (Customs and Central Excise) New Delhi. 

Sdj- N. Krishnanmrthy, 
[Tnder Secretary to the Goz;t. of India.. 

APPENDIX 

Navln Seema Shulka Griha. 
BAMBAI-400 038. 

Dated the 2nd February, 1977. 

STANDING ORDER 

SUBJECT: Disposal o f  Cut and Polished Diamonds for e .qor l  and 
the sale of Rough and U w u t  Dian~onds and C ~ i i  and 

Polished, ratigh and Uncut P ~ ~ C I O I ( S  find Sevti-Pwcious 
Stones-Procedure regarding. 

As per Board's letter F. No. 549'118 71-LC1 dated 22-12-1972 and 
4-1-1973, Cut and Polished Diamonds and Precious and Semi- 
Precious Stmes are to he sold at the best available price by auc- 
tion or tender in the local market. Asq far as Rough and Uncut 
Diamonds and Precious and Semi-Precious Stones are concerned, 
in accordance with the Board's letter F. No. 30121/63-LC1 datedi 
3-7-1968 these are to be sold by auction at.CIF price after charging: 
the duty at  the prevailing rate and debiting the import liuence 

1 



issued for rough and uncut diamonds and precious and semi- 
precious stones. However, in order to prevent the misuse of bil ls  
issued by the Customs in respect of cut apd polished diamonds t o  
cover the smuggled goods and also with a view to  earn foreign 
exchange, it has been decided that cut and pdished diamonds wilr 
not be sold for internal use. Cut and Polished diamonds will b e  
sold for Export only against foreign exchange. 

"Immediately after the goods become ripe for disposal the seizing 
departments should issue disposal ,srders to enable the Custodian 
incharge of precious goods in the Customs House to initiate action 
for the disposal of the goods. Similarly in respect of precious g3ods 
kept a t  the airport anrl PAS the concerned Assistant Collectors 
will ensure that as soon as goods become ripe for dispssal the dis- 
posal order is issnkd and the goods together w'ith the relevant files 
are -transferred to the Custodian incharge of precious goods in the  
Customs Warehouse who will immediately enter the same in the 
warehbiwe. register showing the file number and the 
warehouse entrv number of thc transferring sect;ion and other rele- 
vant"partic~11ar such as description weight. number of pieces per 
carat nvcrage sizv of the pieces and the value. The ~ u s t o d i a h  there- 
a f t ~ r  hand ovcr the p n c t s f f o  the Dispose1 Ofiicer deal- 
ing with prenious goo:ls'in the Custon; Rouse. The Assistant CoI- 
lector (Disposals will he informed a b m t  thc transfer of tbc goods 
for d isp~s:~l .  The Disposn! Officer in the Cc-tom House concerned 
wilh th!. disposal of Diamond and precious a11d semi-precious stones 
\vill pns~.u.p that the  seal:, are intact a n d  will c.!?t~r the particulars 
of  ear!? p:'ckct received from the Custodian in the register to  be 
mnintaincd ( A i ~ n e s u r ~  '1'). After receipt of the packet. the packet 
will bc &ncd by ' the  Djcprwul Oficrr  ::mi I Sv.pdt. 1 C of 
Wrrrehouse. After the packets are reccived 1;y the Disposal Officer 
they it7ill he opened for weighnient and inventorisation in the  
presence of Superintendent. Warehouse and the Jewellery Apprai- 
ser. 

After the weighment and inventorisation of each lot. the parti- 
culars \vill be cornpart\ci with the sriginal irventory and the other 
details in the panchnama prepared .at the time of seizurejdetention 
and the I I L I H I ~ C ~  of pit'ces. weight in carats. average size of the 
stones the va!ac> a t  tllc time or seizure and the file number. will 
be reco~ded f u r  earh lot in the disposal register. Each lot will' 
th.ercaf!ei- be sealed in the presence of the Jewellcry Appraiser and 
the Superiritendcnl '.Vnrcllouse and thc goods will be dep:xited in 
the s t rmg room. The precious goods once transferred to disposaf' 
officer will be in the charge of the disposal officer. If any discre- 
pancy is noticed a t  the time of inventorisation with the particulars. 
available in the seizurepetention files, a note will be n ~ d e  against 
the relevant entry in the disposal and warehouses registers a n d  



4mmediatdy a report will be submitted to A.C. (Disposal), Addi- 
tionaI Collecbm through. 

Cut and Polished Diamonds will be offered for sale only for 
export and rough and uncut diamonds and rough and uncut pre- 
cious and semi-precious stones will be sold in local market after 
debitting the Import Licence and charging the duty leviable a t  the 
time of sale. Cut alid Polished precious and semi-precious stones 
etc., other than diamonds will be sold at the best available price 
in the local market. 

Cut and Polhhed Dianwnds 

For e x p x t  purposes the diamonds will be categorised and 
arranged lot-wise. The description of the diamonds, the size, weight, 
number of pieces per carat, colour, shape and such other informa- 
tion as is normally shown in the export invoice by the exporters 
while shipping such gods out of the country will be recorded for 
preparing a catalogue of the lots to be offered for. Other precious 
goods offered for sale will be separately listed in the catalogue. 
For preparing such a catalogue, the Assistance of the Customs 
Hmse, Jewellery Experts, the experts on the approved panel of 
the Custom House and also the experts nominated by the Diamond 
Merchants' Association or the Association concerned with the par- 
ticular type of precious stones will be taken. 

(i) Cut and Polisned Diamonds 

Diamonds s ~ l d  will be required to be exported by the tenderers 
directly from the Customs. They, therefore. will be valued in 
terms of foreign currency, preferably U.S. dollar on FOB export 
basis keeping in view the ruling prices for goods of similar kind 
and quality in the international market. Goods will be valued by 
(a) panel of jewellery appraisers of the Custom House (b) by 
the penal appointed by the Bombay Diamonds Merchants Associa- 
tion and (c) Valuers nominated by the Additional Collector from 
the approved panel of experts prepared by the Custom House. 

(ii) Rough and Uncut Diamonds and Rough and, Uncut Precious and 
Semi Prcci.ous Stones 

These are to be sold in the internal market but after dobitting 
the import licence by the bid amount accepted and on charging the 
Customs duty at  prevailing rate on the bid amount in addition. 
Valuation therefore for this item will correspond of 'the c.i.f im- 
port prices for the goods/like kind and quality, imported from 
abroad. 

Goods will be valued by (a) panel of jowellery appraisers of the 
Custom House (b) by the panel appointed by Associations nepre- 



sent* the particular trade Ic) by a valuer nominated by the Addl. 
Co;llector from the panels of experts drawn up by this Custom House. 

(iii)Cut and Polished Precious Stones, Peurls, Gun Metals, GOT& 
etc. 

T b e  goods are to be sold in internal market, valuation will, 
therefore, be on the basis of prices obtainable in the local markets 
for the like qualities and quantities of goods. 

G d s  will be valued by (a) panel of jewallery appraisers of the 
Custom House (b) by the panel appointed by the respective asso- 
ciations and (c) by a valuer nominated by the Addl. Collector from 
the panels of e x p t s  drawn up by the Custom House. 

The valuation of the goods will normally be done after the 
receipts of the tenders but such valuation shall be completed before 
the date fixed for the opening of the tenders. 

Tender form:-After inventerisation of the goads to be offered 
for sale, a catealogue will be prepared, giving lotwise particulars 
such as weight, No. of pieces, shape, size, colour etc. The advertise- 
ment will be issued through the director of Advertising and Visual 
Publicity New Delhi indicating the dates and the place of Inspection 
and General conditions of the sale. Advertisement should be pub- 
lished in all the important English News Papers and at least in one 
kcal vernacular language paper at  the important trade Centres for 
the particular commodities. Tender forms will be numbered and 
sold at a price of Rs. 21- and the tenders will be properly accounted 
for. Copies of the tender form will be sent to all the important 
Collectorates and Associations of the Diamonds and precious and 
semiprecirous stones, gun metals and pearls in the major cities where 
such goods are generally sold. 

inspection:- he disposal officer incharge of diamonds and pre- 
cious and semi-precious stones will inform the police department 
and arrange for sufficient number of armed guards to be present 
during the inspection of the goods. All precious goods shall be 
taken from the warehouse to the inspection room or back bo the 
strong room only u n d e ~  armed escort. The armed guards will be 
present thnoughout the inspection of the goods. At a time not 
than 3 groups, each consisting of not more than 2 persons, shall be 
allowed to inspect the goods. The inspection of rough and uncut 
or cut and polished diamonds, precious and semi-precious stones 
will be allorwed on deposit of inspection fee of Rs. 1000/- which is 
rehclable, or adjustable against the amount recoverable fmm the 
party i. c ~ l e  of acceptance of the tenders. The ~ewllery Apprai- 



s e r  along,with the Supit. Warehouse and the disposal dfficer and 
atleast one more Prev. Officer shall be present in the inspd'tim 
rwm. Each lot will be opened by the jewellery appraiser and;,pas- 
sed on in turn to the parties. No fresh lot will be shown for ins- 
pection unless the precious lot is returned to the jewellery appraiser 
a n d  all the pieces are accounted for and handed over to the dis- 
6posal officer for safe custody. 

Receipt and opening of Tenders:-The tenders will be closed on 
3he date indicated in the advertisement and will be received by the 
Supdt.  incharge of the warehouse who will recbrd the time and 
d a t e  of the receipt and will issue a receipt for the tender while 
receiving the tendt-r. The tendered will be informed of the date and 
'time of opening of the tenders. The tenders will be opend before, 
a committee consisting of the Additional Collector, the Assistant 
Collector lncharge of Disposals. Superintendent Warehouse 
and  the Jewellerv Appraiser. Each tender opened will 
be initialed by all the members indicating the date of the 
opening of the tender. The quotations In each tender will be read 
out after opening. Within 2 days of the opening of the tenders the 
Assistant Collector will get a statement prepared for each category 
of goods listing out the guide price, the price available in the 
seizure/detention file. and the tendered'price for each lot and shall 
submit it to Collector through the Additional Collector with the 
recommendations of the Jewellery Appraiser and A.C. Disposals. 
After the acceptance of tenders the tenderers will be informed 
about the acceptance and wherever tenders are rejected the rejec- 
tion letter will be issued and inspection fees and earnest money 
collected from the temderers will be refunded to the party. In 
respect of cut and polished precious and semi-precious stone- :I- 4 

rough and uncut diamonds and precious and semi-precic)us stones 
for the local consumption the successful bidders will be given a 
period of 10 days from the date of the receipt of the communication 
accepting the bid. On sufficient cause being Shown this period can 
be extended by the Additional C o U ~ t o r  by not more than 7 days 
to  pay the balance amount and to take the delivery of the goods. 

In  respect of cut and polished diamonds offered for sale for ex- 
port against foreign exchange and conditions for sale will be as per 
the conditions in Annexurc! '111'. The exporter will be given a 
period of 45 days to negotiate with the overseas buyer and for arrang- 
ing for the opening of the Letter of Credit.and for making the pay- 
ment of all charges to the Custom House and for completing the 
formalities regarding the shipment of the goods. The extension of 



;time -will be given :in suitable ca,ses by the Additional Collector on 
:being satisfied that party will be abk .to complete the formalities 
within., a . reasonable ..time. . . 

- Auditing:-After th acceptance of the tenders for the export of 
&t and polished diamonds and after the party deposits in the 
Custom 'House treasury the mpee equivalent of the accepted bid 
in  U.S. Dollars worked out as indicated in Annexure 111, the aditar 

.attached to the Warehouse should check up the calculations taking 
into account the total weight of the lot, the exchange rate and the 
guide price and the accepted price etc. After auditing and checking 

*of the calculati~ns and after verifying that the amount remitted 
:by the party is correct, the party will be allowed to file a shipping 
.bill for export of the goods and after the evidence regarding the 
shipmelit of goods and the receipt of goods by the foreign buyer 
is furnished by .the party and the realisation of foreign exchange 
bills will be finally audlted and the entries in the Warehouse regis- 
-ter, the disposal register and the sale register will be audited and 
e l a e d .  . . 

Revision of Prices:-Since the disposal of diamonds may be 
spread over a period of time, prices fixed at a time may not hold 
good subsequently and this may call frequent revision due to flue- 
'tuation of prices. The jeweller)- appraiser should keep in touch 
.with the fluctuation with the market conditions both in India and 
abroad and whenever upward trend is noticed the price should be 
revised. The prices should be reviewed at least once in 3 months 
for cut and polished diamonds. I t  will not he necessary 
lorevalue each and every lot during these periodical 
revisions. it will suffice if the general percentage fluctua- 
'iion in the prices is ascertained and the valuation is adjusted ac- 
. cordingly. 

Sd. J. DATTA 
Seema Shulk S a m a h n r t ~ .  

Bombay 
C. 002000i77 C. 
Encl: 3 Annemres. 



ANXEXURE 'I' 

Disposal register of rough and uncu!, cut and polished diamonds precious and semi 
p ~ c l o u s  stones etc 

S No. Namr of the Date of \Veight in No. of Value at Date of Rcmarb 
formation remipt carats piecea the timc inventory 

from which of the of seizure 
received and goods 
the warehoust for 
entry No. of diapowl 
the forwarding 

scctlon. 



ANNEXURE 'IZ' 

SALE REGISTER 

Cut and polished diamonds/Rough and uncut diamonblcut and polibhed precious 
and semi precious stones/rou h and uncut precious and semi precious stones 
rough and uncut corals/cut anfplishcd corals, raw/proccs~d corals and gun rnctala. 

5 No. Quantity Valur Guide File No. Amount realisrd Uatr of Remarks Auditor, 
accepted accepted prrce cash number and Delivery if any initials 
in thesale date & stamp 



CONDITIONS FOR EXPORT OF CUT AND POLISHED 

I .. DIAMONDS 
2 1 

1. Prices tendered will be considered to be F.O.B. export 
prices in U.S; Dollars. 

.2. The successful tenderer will be permitted to load F.O.B. 
export value 2 per cent to cover the expenditure on 
account of freight, insurance and the commission to be 
earned by the tenderer. 

3. The successful tenderer will arrange to get irrevocable 
letter of credit opend by the foreign buyer in his favour. 
However, the export will be permitted only after a certifi- 
cate from a bank indicating the opening of the L/C for 
the goods in question is fled with the Custom House and 
the amount of. the accepted bid converted in rupees at 
the buying T.T. rate quoted by the State Bank on the 
date of issue of the letter of acceptance of the bid is paid 
to the Collector of Cbstoms, Bombay. 

4. The goods shall be exported from the Custom House directly 
and, the tenderer will have to bear the freight and the 
insurance charges. The tenderer will be required to file 
a shipping bill in his name as exporter on account 
of the Collector of Customs. The goods wlll have to be 
insured to the extend of 120 per cent of. the value accepted 
and the goods will have to be exported within 45 days of 
the date of acceptance of the tender, failing which the 
offer will be deemed to have been withdrawn and the 
earnest money will be forfeited. 

5. Goods thus exported will not be allowed to be reimported. 

6. The tenderer will be required to declare on the export in- 
voice that the goods are being exported on behalf. of the 
Collector of Customs, Bombay. The tenderer will be re- 
quired to give an undertaking that he shall perform all 
the formalities connected with the shipment of the goods 
viz. filing a shipping bill, filing of G.R. forms, booking of 
parcel through airlineslforeign post Office and arranging 
for shipment of the goods to the foreign buyer under 
Customs Supervision etc. 



7. The tenderer shatl also be required to undertake to produce 
within one month of the date .of shipment of the goods 
the bank certificate and such other evidence a s  may be 
demanded regarding realisation of foreign .exchange there- 
after the earnest money will be refunded to the exporter. 

From the figures made available to the Committee i t  is seen that  
the value of goods pending disposal was 1.59 crores on 1-1-1976 and 
Rs. 52 lakhs in ~ e c e k b e r ,  1976. The ~oiiiAiZ'tee note that in a short 
period of 11 months, i t  had been possible for the Government to 
dispose of 1.07 crores worth of goods. The Committee cannot refrain 
from drawing a conclusion thmt the non-disposal all along had been 
more due to lack of will rather than other constraints. No less is 
the responsibility of the Board in not having reviewed the pendency 
position and issued suitable instructions in time. ... 

[Sl. No. 5 of (52th Report) (Sixth Lok Sahha) 1 

Action Taken 

The observations of the Committee .have been noted. 

2. Necessary instructions have been issued to all the Collectors 
of. Customs and Central Excke to take prompt action for disposal 
of precious and serni-precious stones. As regards disposal of dia- 
monds, separate instructions are under isme. The pendency position 
will also be regularly reviewed by the Board and such further steps 
as are considered necessary would be taken to ensure prompt dis- 
posal of these goods. 

[M'o Finance (Deptt. of Revenue) O.M. F. No. 545'9-M'78- 
L.C . I .  Dated 12-4-78] 

The Committee finds that during the period from 1966-67 to 
1975-76 the total number of seizures of diamonds, precious stones 
and semi-precious stones in the various Central ExciselCustoms 
Collectorates was 245, 304 and 171 respectively. From amongst these 
seizures. the number of releases in respect of diamonds. prccinus 
stones and semi-precious stones was 90. 238 and 64 respectively. 
Referring to the large number of releases the  Chairman. Central 
Board of Excise and Customs. has conceded during evidenw that 



"this is bad administration because it means that either the seizures- 
were not justified in a large percentage of cases in which case it 
causes harassment or that there might have been something wrong 
in ordering release. "I was rather concerned that such a high per- 
centage of these goods were getting released." The Committee view 
with great concern the prevailing state of affairs in so far as releases 
of diamonds, precious stones and semi-precious stones are concerned. 
They would desire that the matter may be gone into thoroughly with 
a view to finding out the reasons for such disproportionate release 
and taking remedial measures. 

[S.  NO.'^ of 54th Report of Public Accounts Committee 1977-78 
(Sixth Lok Sabha) ] 

Action Taken 

The circumstances under which diamonds, precious stones and 
semi-precious stones seized in the various Customs/Central Excise 
Collectorates were, in a large unmber of cases, released, have been 
gone into. The Collectors of. Customs and Central Excise have also 
been consulted. From the reports received from the Collectors, it 
is observed that seizures were initially made only when the proper 
officers of Customs has reasons to believe that the goods sought to 
be seized were smuggled ones. It  is also observed that, initiatlly. 
seizures had to be effected as no evidence as to the licit possession 
of diamonds etc., was produced even when it was specifically asked 
before effecting the seizures. In a good number of cases, it was only 
subsequently that the persons from whom the seizures were enected, 
produced documentary evidence for their legal possession and the 
seized goods were eventually released. In certain cases relating to 
seizure of. diamonds, when evidence was produced to the effect that 
the goods were of Indian origin and, that they were not "smuggled"' 
goods and the Department could not also establish to the contrary, 
the seized goods had to be released. 

2. In order to ensure that searches are not conducted indiscrimi- 
nately causing undue harassment to individuals, instructions have 
been issued to all the field formations (copy enclosed) emphasising 
the need to exercise care and caution in carrying out the searches.. 

[Ministry of Finance, (Deptt. of Revenue) O.M. F. No. 
545163178-LC1 Dated 10-8-1978.) 



.B 
ANNEXURE 

Copy of letter No. 394/104/77-CUS.111 dated 2nd December, 1977 
from J. Ramakrishnan, Deputy Secretary to the Government of 
India, Ministry of Finance, Deptt. of. Revenue, New Delhi, to all 
Collectors of CustomsjCollectors of Central Excise, Collector of Cus- 
toms (Preventive), BombaylPatna and Collector of Customs .& 
Central Excise, Cochin (copy to DRI & Enforcement Dte.) 
Subject:-Precautions to be taken in the matter of searches parti- 

cularly of occupied residential premises under section 105 
of the Customs Act, 1962-Instructions regarding. 

I am directed to refer to the Ministry's letter F. No. 394153174 
Cus. I11 dated 2-6-1975 setting out the guidelines for conducting raids 
under the Customs Act, 1962 (copy enclosed). Searches carried oat 
under section 105 of the Customs Act, 1962 constitute an effective 
anti-smuggling measure for recovery of concealed contraband docu- 
ments or things relevant to a proceeding under the Cust.oms Act. 
Yet it appears necessary to avoid vexat;ous and malicious searches 
of. all premises in general and more particularly of occupied resi- 
dential premises. Search of a residential premises violates the sanc- 
tity of a home and encroaches upon the privacy of an individual. 
Hence, there is greater need of exercising care and caution in the 
matter of carrying out such searches. 

2. The premises which are usually searched by the Customs Of& 
.cers could be categorised into two broad groups:- 

I. Vulnerable premises:- 

(a) Shops, hawkers. stalls and other marketing centres which 
are known to be used for storage or dktribution of smug- 
gled goods. 

(b) Residential premises located in villages/localities close 
to the coast'land borders. which have gained notoriety for 
landing and storage of contraband goods and unoccupied 
premises. . 

(c) Business premises other than (a) 
(d )  Occupied residential premises other than (b) 

3. Searches of premises falling under categories (a) and (b) 
could be distinguished from those falling under categories (c) and 
(d). Whereas, it may not be possible to take elaborate precautions 
while conducting searches falling in category (a) & (b) which are 



to be ordered a t  a short notice in view of the general information 
available with the Customs authorities, greater care has to be taken 
before searches falling in categories (c) and (d) have to be ordered. 
And even for statistical purposes, the searches falling under cate- 
gories (c) and (d) should be dist:nguished and shown separately 
from the searches falling in calegor ie; (a) and (b).  Searell oE resi- 
dential premises in particular is tantamount to an inroad into the 
privacy of the persons concerned and hence the need for exercising 
every possible care to see that searches on the basis of false or fri- 
volous information are avoided by keepmg at the back of one'c: mind 
the humiliatiom which the person concerned has to suffer ancl the 
stigma that attaches as a result of such searches. 

4. Some of the obv:ous precautions which must be taker1 before 
ordering senwhes of categories (c) & (d) are as follows:- 

(i) the informer should iilterrogate to test the veracity of the 
information and the  source thereof; 

(ii) the infoi.mation shhuld be cross-checked independcntlv as 
far  .as practiablc; . * 

(iii) the informer should be made a ~ v a : ~  of t l ~ c  plxxisions clf 

scctjon IF;, ,;>f T.P.C., reurocl~lcd belqv, r eg3rd i~q  t h e  
consequences of giving false information de!iber.at.el;y to 
n publ'c srrvnnt and i f  nccess:!ry ciren mart? to  commit 
hinist+lf in wril-ing before the information is r*on:lderc~cl 
worth acting u p n .  It uwuld he safe to hayp  Lh.. informs- 
tion regarding resiclent'al prcmisos falling i ! ~  ca?e:fo~y ((;) 
above always reclucd in writing. prefwahly in the hand- 
writing of the i.nformer himself. 

"182. Whowtr  gives to any p!.!bl:c scrvznt any infor~;i:.:tiorl 
which he knows or believes to be false, intcnclii~g thc rc l~y  
to cause or knowing it  to be likely that he will t h e r ~ h y  
cluse. such public servant- 

(a )  to do or omit an~.lliing whirh such publ'c ser~: ln t  ought 
not to do or omit if. the  true statr of facts respectin:: 
u~hich such information is given wcre known bv him. r!r 

(h) to use the lawful Dower of s11ch public se rwnt  to the 
injury or annoyance of any person. 

shall be punished with imprisc;nmerit of either description 
for a term which may extend to six months, or with fine 
which may extend to one thousand rupees, or with both." 



(iv) The officer issuing the search warrant should himself 
satisf.y regarding the veracity of the information rather 
than act on the belief of the officer approaching him for 
issue of a warrant under section 10.5 of the Customs Act; 

(v) Where searches are to be conducted by the  officers of the  
Collectorate on intimation received from another Collec- 
torate i.e. in connection with a case being handled by that  
Collectorate, they should make sure if the Collectorate, 
which is sending the intimation has already tested the 
reliability of the information or  it requires to be further 
tested and verified before the search is actually carlied 
out. L~kewise, when searches are made as a result of 
follow-up action within the same Collectorate, the clues 
already gathered, such as, telephone numbers, names. 
adresses etc. should be got f.urther v e ~ ~ f i e d  and checked 
before any precipitous action taken by way of searches 
of residential promises is taken. 

5. 'Where the Coilector/Additional Collector is of the V:CW that 
the information was malicious. the question of proceedings against 
the informer under section 182 of. the Indian Penal Code shwlcl be 
considered by t a k h g  connscl's opinion and prosecution 1auncht.d if 
counsel so advises. 

6. Receipt of this letter may be acknowledged. 

A P P E N D I X  

Copy of letter Xo. S.394 53 74-Cus.111 dated 2-(5-1975 flom Shri 
U. K. Sen, Under Secwtary, IhIinistry of Finance (Dcptt. o f . ~ c v e n u e )  
admdressed to All Coliectnrs of Customs and Central Excise. 

Subject:-Guidelines of conducting raids under the Custnns Act 
the procedure for maintenance and rev'.ew of dossiers of 
suspects. 

"T am directed to refer to the subject meztioned above and to say 
that i t  is felt in certain quarters that the antismuggling clrive which 
was raised to a high pitch immediately after the promulgati~~n (if 
MISA Ordinance has slowed down during the months scbseauent 
to the  enactment of the COFEPOSA Act. The Board, therefore, 
desires that  the intensity of the activities in this direction should 
be increased, even though it is possible that landings of contraband 



:and open sale of foregn goods in well known markets may have 
.gone down. 

2. In this connecticn, it is suggested that with immediate effect, 
certain number of* raids may be conducted in different markets to 
cover as many stalls/shops as possible every week. Moreover, while 
computing the number of raids or searches, not only raids which 
result in seizure of good but also the infructuous .raids/searches i.e., 
where raids do not yield any goods, should be counted. These two 

categories may be shown separately and also the total." 

Recommendation 

The Committee learn that the value of diamonds and precious 
.stones is inflated at the time of seizure with a view to avoid any 
possibility of the substitution of the goods. Further revaluation is 
done at the time of their sale in order to ascertain the price they 

,can fetch at the current rate. They have been informed that the 
normal practke is not to sell the goods at a price lower than the 

vane determined at current prices. 

In a particular case of Shillong Collectorate it has been noticed 
that 134 pieces of precious stones were confiscated on 29-12-1972 and 
were valued at Rs. 2919. The same were disposed of on 6-4-1973 
for Rs. 1315.00 which was less than half the value fixed at the time 
of. seizure. The Chairman, C1entral Board of Excise and Customs, 
has,adm:tted during evidence that "it is obvious that the valuation 
at the time of seizure was wrong." The Committee fail to under- 
stand the reasons for such a wide variation between the two valua- 
tions which have been done just within a period of three months. 
The Committee apprehend that there might be similar cases of 
under valuation. The suspicion of deliberate under valuation with 
a view to defrauding the National Exchequer of the correct realisa- 
tion from such sales cannot be over ruled. The Committee accord- 
ingly desire that suitable steps should be taken to ensure that the 
valuation on seizure is done in a most reasonable and realistic 
manner so that the seized articles fetch realistic price at the time 
of disposal. For this purpose. it is essential that the seizure docu- 
ments contain full information regarding the diamonds seized viz. 
cut industrial or gem quality. 

[S. No. 7 of the 54th Report oE the PAC-Sixth Lok Sabha] 

Action Taken 

Necessary instructions have been issued to all the Collectors to 
.ensure that the valuation on seizure is done carefully, on a realistic 



basis. The earlier instructions...on the:subject have also been reite- 
-rated. 

2rI Instnxotions have a h  been issued emphasising that .full detail&, 
of the,g@s namely diamonds-whether they are rough and ,uncut# 
or cut and pplihed, industrid or gem quality and number of piecw, 
p a  carat etc. should invariably be indicated, 

[M~Q Finance, 'Deptt. of Revenue O.M. I?. No. 545]11]7&ILCIJ 
Dl 244-7111 

The Committee are surprised to note that whereas a fidelity 
guarantee of Rs. 100001- is executed by the officers who are placed 
in charge of the Strong Room in Calcutta and Madras Custom House, 
no such security is obtained from the officer given similar assign- 
ment in Bombay Custom House. The Committee cannot appreciate 
the rationale behind such a discrimination. It is surprising that on 
such a basic issue, no instructions appear to have been issued by 
the Board. 

[S. No. 8 of 54th Report (Sixth Lok Sabha)] 

Action Taken 

Necessary instructions have been issued to the Collector of C w  
tomes, Bombay to make it obligatory on 'the part of the custodians 
of the warehouse to furnish a fidelity guarantee. 

[Mio Finance, Deptt. of Revenue O.M. F. No. 545/5jM178-LCI 
Dl 1WmJ 

The Committee regret to note that there is no uniformity in the 
procedure followed at various Customs Houses for the verification 
of the w i d  stocks of diamonds and precious stones. M i l e  the 
stock of sealed,packets at Madras and Calcutta Custom Houses are, 
verified by the Assistant Collector the same is verified by Superin- 
tendent of Customs (Preventive) in the Bombay Custom H o w  
Stmk taking is done once a year at Bombay and Calcutta while 3 
Madras. it is done twice a year. The Committee desire that Gov- 
ernment may consider, the possibility of adopting a uniform p r o w  
dure for the verification ob such stocks so as to ensure that  en 
of the same rank are deputed on the job at all the Customs Houses 
and periodicity, of yeriflcation is,also uniform at these places. 

[Js, No. %of 54'ibReport of the PAC .1977-78 (6#, Lok *bha)c] 
3619 LS-3. 



Instructions have been issued to all the Collectors of Customs and 
Central Excise to ensure that the procedure laid down by the Board 
that once every six months the Assistant Crollector, Preventive, or 
an Assistant Collector nominated by the Collector shall conduct a 
mmpIete stock taking of all valuables in the custody of the Custom 
House, is strictly followed. A copy of the Ministry of Finance 
(Department of Revenue) letter F. No. 545 13-MI 7&-L.C.I. dated 
10-2-1978 is also enclosed. 

[Mlo Finance, Deptt. of Revenue O.M. F. No. 54513-M178-LCI 
D ( 13-3-78] 

ANNEXURE 
GENERAL INSTRUCTION NO. I 

Land Custom 
F. NO. 5451 3-M 1 ?&LC1 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(Department of Revenue) 

New Delhi, the 10th February, 1978. 
To 

All Collectors of Customs and Central Excise, 
(except CCE, Bombay IBaroda JCalcutta) . 

Subject: -PAC-Recommendations of the PAC contained in para 
1.171 of their fifty-fourth report (Sixth Lok Sabha) re- 
garding stwk verification OF valuables. 

Sir, 

I am directed to enclose a copy of para 1.171 of the Fifty-fourth 
Report of the P.A.C. (Sixth Lok Sabha) on the above subject, and 
to say that the PAC has observed that there is no uniformity in 
the procedure followed at various Custom Houses far the verifica- 
tion of the seized stocks of diamonds and precious stones. The Com- 
mittee, therefore, desire that a uniform procedure may be adopted 
for the verification of such stocks so as to ensure that officers of. the 
same rank are deputed on the job at  all the Custom Houses and' 
periodicity of verification is also uniform at these places. 

2. In this connection, attention is invited to para 20 of the Pro- 
cedure for. Receipt, Storage and Disposal of SeizedIDetained and 
Conhated goods forwarded with Boardh letter F. No. 11(6(61-Cua. 



IV dated 13-6-1961 wherein it has been laid down that once every 
six months the h i s t a n t  Collector, Preventive, or an Assistant Col- 
lector nominated by the Collector, shall conduct a complete stock 
taking of all valuables in the custody of the Custom House. It is, 
therefore, requested that it may please be ensured that the proce- 
dure as laid down by the Board in the aforesaid letter and subse- 
quent instructions is strictly followed. 

3. The receipt of this letter may please be acknowledged. 

Yours faithjully, 
(N. Krishnamurthy) 

Under Secy. to the Gout. of India. 

Copy forwarded for information to:- 

1. D.I.E.C.E. 

2. DTE of Revenue Intelligence. 
- ..--." ---. - -  .i 

3. OSD (Bulletin) IManual with 3 copies each. 
Under Secy. to the Govt. of India. 

1.171. The Committee regret to note that there is no uniformity 
in the procedure followed at various Custom Houses for the verifica- 
tion of the seized stocks of diamonds and precious stones. While the 
stock of sealed pockets at Madras and Calcutta Custom Houses are 
verified by the Assistant Collector the same is verified by Superin- 
tendent of Customs (Preventive) in the Bombay Custom House. 
Stock taking is done once a year at Bombay and Calcutta while at 
Madras, it is done twice a year. The Committee desire that Gov- 
ernment may consider the possibilty of adopting a uniform proce- 
dure for the verification of such stocks so as to ensure that ofRcers 
of the same rank are deputed on the job at all the Customs Houses 
and periodicity of verification is also uniform at these places. 

[Public Accounts Committee--1977-78 (Sixth Lok Sabha) 
Fifty Fourth Report] 

Recommendation 

The Committee find that no representative of the Government 
was included in any of the delegations which went abroad for the 
promotion of jewellery export. A number of delegations were sent 
to PSA. and U.K., Switzerland, Holland, Italy, France, West 
Germany, Belgium, Canada and Venezuela which consisted of mem- 
bers of Diamond and other Panels of the Gem and Jewellery Export 



PiWfgtfdn CddhcE atid tkade. The Committee are una'ble to under- 
stmd %lie re%sorrs ibs tlie nm-indusfcm of a Chfernment mpksew 
WMva in a q  of the d&egdtiorrs sent su far. They desire that tlze 
Gavernmm rlh&emmhe the m b i l i t y  of indudhg Governmen4 
rgpresentE12itte  it^ inx& delegations in PCtture, so that the interests: ot' 
the Public apart from these of ?he trade could be IaoKed into. 

[SI. No, 101 of 'the 54th Report of PAC (6th Lok Sabha)] 

Actibn Taken 

It is generally the members of the trade included in such dele- 
gations visiting abroad 'for export market exploration. However, 
the suggetion has been nqted and as recommended by the Commit- 
tee possibilities to include Go-ent representatives d l  be kept 
in view. 

[Deptt. of Commerce, O.M. No. 14 (52) 177-EP (LSG) , 
Dated 12-7-1978) ] 

Recommendation 

The Committee note that the production of indudtrial diamonds 
in Panna Project account for about 20 per cent of its total produc- 
tion of 5000 t~ 6000 carata per year. This production falls short of 
the domestic requimmmb and the shortages are supplemented 
through imports. Tht Cammitke have been i d n d  that a scheme 
for the expansion 04' the &resaid pmjedt fbr tsle augmentation af 
,the produetion a£ industrial diamonds is u m k  eord&ation. The 
&llD!lft%?e d&= th& this s~ht?KM? M ! ~ x Y  be f i d i 6 d '  expeditf,&y a d  
irnpTQrnen&& without dehg so that the maximum requirelwdts of 
inchstrial diamonds ate met From hdigenous producCicm and the 

fbr fmpcete is reduced to the b a r n  minimum. 
[SI. No. 11 of the 54th Report of PAC (6,th Lok Sabha)] 

Action Taken 

The current production oT Industrial Diamonds in the National 
Minerals Development Corporathn's Diamond Mines at Panna is 
about 5000.6000 -rats annually. This quantity represents abaiurt 25 
per cent of the total production of 2Q,W8 carats per year £ram the 
mine. 

The NMlX have since entered into an agreement wjth the USSR 
far the deputatfan of three Wet SpedaBirt;J for tkde months in 
conlaeceEon with maxfmisfrrg &e pmfkwtim 04! d~amcnrds its 



[Deptt. of Commerce, O.M. No. 14(52) l77.;E83(U3G), 
QzI@~ 12-7-19f78). ] 

The Cowmfttee have been inforwed that osle of the qualifications 
prescribed for the post of valuer requires the incumbent to be dip- 
loma holder in Gemology. From the details of gualifications fur- 
nished by the Department in respect of the Jewellery experts work- 
ing in the Bombay Custom H o w ,  it appears that none of them 
poasses a diploma in Gemalogy. The Committee desire that in the 
interest of optimum efficiency essential for the valuation of diamonds 
etc., the posession df a diploma in Gemology should be insisted upon 
in case of all the candidates for the post. 

[Sl. No. 20 of the 54th Repwt of PAC (6th Lok Sabha) .] 

Action Taken 

In the Recruitment Rules for Customs 'Appraisers' Service (Group 
'B') 1961, the qualifications originally prescribed for a Jewellery 
Expert Appraiser was 'Degree of a recognised University with expert 
knowledge of precious and semi-precious stones, jewellery, precious 
metals and watches.' It was in 'the interest of efficiency in the valu- 
:ation of precious stones that: qualification was revised in October, 
1977 making the Diploma in Gemology as a desirable qualification. 
Persons possessing Diploma in Gemology are not easily available as 
will be seen from the fact that when the UPSC advertised 'the post 
of JewePery Expert in 19.74, none of the candidates who applied had 
a Diploma in Gemobogy. However, if a diploma holder in Gemo- 
bgy is available for selection at the time of Union Public Service 
Commission interviews, they could be preferred to others provided 
he is otherwise found equally fit. One insisting on this qualification 
would, therefore, not be desirable and we may runshort of eligible 
candidates. 

[Ministry of Finance, Deptt. of Revenue, O.M. F. No. 
A-l2W 14178-Ad.1 I I-A, Dated 8-6-19?8] 

Recommendation 

The Committee would urge,Govemment to make an indepth study 
of the pmblems relating to the diamond cutting industry and take 



steps to regulate the quantity and prices of the importslexports and 
so frame f l u e s  to ensure that the interests of 'this country are not 
jeopardised. 

[Sl. No. 25 of the 54th Report of PAC (6th Lok Sabha) .I 

Government has since constituted a Task Force on Gem and 
Jewellery for a comprehensite indepth study. 

[Deptt. of Commerce, O.M. No. 14(52) 177-EP(LSG), 
Dated 12-7-1978.] 



RE,COMMENDATIONS/OBERVATIONS WHICH THE COMMIT- 
TEE DO NOT DESIRE TO PURSUE IN VIEW OF THE REPLIES 

F'ROM GOVERNMENT 

Recommendation 

The Committee note that a decision to suspend the sale c$ &a- 
monds was taken in 1965. Orders for sale of m g h  and uncut 
diamonds were issued in September, 1966 and modified in November, 
1968. As regards cut and polished diamonds, instructions were 
h u e d  in April, 1968 which were superseded in 1972. The Commit 
tee cannot over look the inordinate delay at the Board's lwel in 
deciding upon the policy in issuing instructions. I t  also seems open 
to doubt whether the ability of the Handicrafts and Handhorn Ex- 
port Corporation to dispose of the cut and polished diamonds was 
properly assessed before the issue of the instructions in 1968, as 
could be seen from their total failure in this regard. The Commit- 
tee are dismayed that the Board took nearly 5 years to rectify this 
w t i o n .  : 1 

[Sl. No. 2 of 54th Report of the PAC (6th Lok Sabha)] 

Action Taken 

The observations of the Committee have been noted. 

The disposal of confiscated diamonds was suspended in 1965. 
'This was done with a view to facilitating the review of the pdicy 
concerning its disposal. The Ministry of Commerce and the Depart- 
ment of Economic Affairs in the Ministry of Finance were also con- 
sulted. Taking into account the scheme announced on 5-7-1966 by 
the Chief Coxltroller of Imports and Exports in regard to import of 
rough and uncut diamonds, instructions were issued on 23-9-1966 
for disposal of rough and uncut diamonds by auction or by tender 
to  import licence holders against debit of their licences, in conso- 
nance with this policy. 

2. In regard to 'the manner of disposal of cut and pohhed dia- 
monds, detailed consultations were held with the Department of 
Bonomic Affairs and the Department of Expenditure in the Minis- 



try of Finance and the Handicraftsl and Handlocrm Export Corpora- 
tion, a public sector undertaking. As a result of these consultations, 
'it was decided that the Handicrafts and Handloom Export Corpora- 
tion should be entrusted, on an experimental basis, with disposal of 

- cut 831d polished diamonds and precious and semi-precious stones, in 
foreign countries, i.e., by way of export out of 'India. This decision 
was communicated 'to HHEC .on 1741W8.  As the HHEC was net 
able to sell these goods in the foreign market at the guide price indi- 
cated by the Collector of Customs, Bombay, orders were issuedoin 
February, 1969 that the goods might be sold provided the dTer was 
above 80 per cent of the guide price indicdted by the Collector of 
Customs, Bombay. 

3. In the meantime, in pursuance of the recommendations con- 
tained in para 1.35' of the 24th Report ~f the PAC, a Committee on 
Disposal of Confiscated Goods was appointed for examining the pro- 
cedure, inter-ulira; for disposal of goods seizedjcanfiscated and making 
suitable suggestions. The Counrnittee submitted its report in April, 
1971. Taking note of the fact that there was no progress in the dis- 
posal of cut and polished diamonds, through HHEC, 'the Committee 
recommended that the Government may consider utilisation of the 
191. Taking note of the fact that there was no progress in the dis- 
posal of confiscated cut and polished, precious and semi-precious 
stones abroad. This was accordingly examined. But NMDC ex- 
pressed their inabililty to undertake this task. 

4. Thereafter, taking all aspects into consideration, decision was 
taken to permit local sales. 

5. All the above processing took time. The processing of the 
above matters in the relevant files have been seen as far as possible. 
It has been found 'that there were certain stages where delays could 
have been avoided. This matter relates to the period 1965-72 and 

.it would be very difficult at this point of time to pinpoint each area 
where delay could have been avoided. However, the progress made 
in disposal 09 diamonds!precious stones during the last 3 or 4 years 
has been q u h  satisfactory. 

CPJlinistry of Finance, Deptt. of 'Revenue, O.M. F. No. 
5451 10-M 178-LCI, Dated 24-5-1978.] 

The Committee bas been informed that one of the.reasons which 
accounted for the delay in disposal has been inbuilt inhibition to 
touch diamond auctions. The position arose because in one of the' 



auctions held on 31-5-1953 some diarnands were d d  for Rs. 1%000 
which three hours later 'IdtoMSa sum of not less &an Ra 72,000. 
Also the weight of the damand was estimated-.at 230 carats whereas 
the amect weight was 100 carats more. As a consequence d this 
default two *gazetted officers were reduced in Itheir respective ranks. 
The Cornmitt* would like that the lacunae and loopholes revealed 
in the course of enquiry in this w e  should be set right by .the De- 
partment to avoid the repeltition of cases of similar mature in future. 
They would also like tol be apprised of the details of the procedural 
improvement effected. 

[Sl. No. 2 of 54th Report of the PAC (6th Lok Sabha)] 

Action Taken 

Instructions have already been issued to $11 C o l l e c ~ s  that mini- 
mum price for each lot should be fixed with the assistance of compe- 
tent appraisers and experts from the trade and only the bids above 
such minimum price accepted. While fixing the prices, the three 
agencies are consulted namely, Customs expert appraiser, diamond 
merchants' Association or the Association relating to the respective 
precious and semi-precious stones and alm an independent valuer 
(from the respective trade. T& Bombay Custom House has alsa 
adopted a detailed procedure (wpy enclosed) regarding disposal of 
diamonds, precious and semi-precious stones ripe for disposal and 
this has been circulated to all o,ther Callectors for their information 
and necessary action. 

[Ministry of Finance, Deptt. of Revenue, O.M. F. No. 
545 17-M 17&U3I, Dated 23-5-1978.] 

APPENDIX 

No. 6574 Navin Seema Shulk Griha, 

Dated the 2nd February, 1977. 

STANDING ORDER 

SUBJECT.-~XS~OS~Z of Cut and Polished Diamondg for expo?? and the 
sale of Rough and Uncut Diamonds and Cut and Polished, 
Rough and Uncut Precious and Semi-Precious Stones- 
P T O ~ U T ~  .regarding. 

As per Board's letter F. No. 549/118/71-LCI, dated 22-12-1972 and 
41-1973, Cut and Polished Diamahds and Precious and Semi-Precious 



Stones are to be sold at the best available price by auction or ,tenders 
in the local market. Ab: far as ROiugh and Uncut Di~mondsl and Pre- 
cious and Semi-Precious Stones are mcerned, in accordance with the 
Board's letter F. No. 30121163-LCI, dated 3-7-1968 these are to be sold 
by auction at G.I.F. price after charging the duty dt the prevailing 
rate and debitting the import licence issued for rough and uncut 
diamonds and precious and d - p r e c i o w  stones. However, in order 
fa prevent the misw of bills issued by the Customs in respect of 
c18L and polished diamonds to cover the smuggled gmds and also 
with a view to earn foreign exchange, it has been decided that cut 
and polished diamonds will not be sold for internal use. Cut and 
Polished diamonds will be sold for Export only against foreign ex- 
change. 

Immediately the goods become ripe for disposal the seizing 
departments should issue disposal orders to enable the Custodian in- 
cbarge of precious goods in the Custws House to initiate action for 
the disposal of the goods. S.rnilarly in respect o'f precious goods 
kept at the airport and P.AS. the concerned Assistardt Collectors will 
lensure that as soopl as goods become ripe for disposal tha disposal 
order is issued and the goods together with the relevant files are 
transferred to the Cudtodian incharge of precious goods in the Cus- 
tom Warehouse who will immediately enter the same in the ware- 
house register showing the file number and the warehouse entry 
number Q£ the transferring section and other relwant particular 
such as description weight, number of pieces per carat average size 
of the pieces and the value. The Custodian thereafter handwer the 
packets to the disposal officer dealing with precious goods in the 
Custom House. The Assistant Collector (Disposals) will be inform- 
ed a h u t  the transfer of 'the goods for disposal. The Disposal Officer 
in the Custom House concerned with the disposal of Diamond and 
precious and semi-precious stones will ensure that the seals are in- 
tact and will enter the particulars of each packet received from the 
Cudkodian in the register to be maintained (Annexure '1'). After 
receipt of the packet, the packet will be signed by the disposal officer 
and the Supdt. I/C of Warehouse. After the packets are received by 
the Disposal Officer they will be opened for weighment and inven- 
torisstion in the presence of Supdt. Warehouse and 'the Jewellery 
Appraiser. 

After the weighment and inventolisation of eachl lot, the parti- 
culars will be compared with the original inventory and the other 
details in 'the panchname prepared at the time of seimldetentian 
and the number of pieces, weight in carats, average size of the stones 
the value at the time of seizure and the frle number, will be recorded 



for each lot in the disposal register. Each lot will thereafter be seal- 
ed in the presence of 'the Jeurellery Appraiser and the Superinten- 
dent Warehouse and the g o d s  will be deposited in the strong room. 
The precious goods once tranderred to disposal officer will be in the 
charge of the disposal officer. If any discrepancy is noticed at the 
time af inventorisation with the par'ticulars available in the seizure( 
detention files, a note will be made against the relevant entry in the 
disposal and warehouses registers and immediately a report will be 
submitted to A.C. (Disposal) , Additional Collector t h g h .  

Cut and Polished Diamonds will be offered for sale only for ex- 
pwt and rough and ,uncut diamonds and rough and uncut precious 
and semi-precious stones will be sold in the local market after debit- 
ting the Import Licence and charging the duty :leviable at the 'time 
bf sale. Cut and Polished precious and semi-precious stones etc., 
other thm diamonds will be sold at the best available price in the 
local market. 

Cut and polished diamonds 

For expo$t purposes the diamonds will be categorised and arrang- 
ed lot-wise. The description of the diamonds, the size, weight, num- 
ber of pieces per carat, cdour, shape and such other informatmn as 
is no~mally shown in the export invoice by the exporters while ship- 
ping :such goods out of the Country will be recorded for preparing a 
catalogue of the lots to be offered for. Other precious goods offered 
for sale will be separately ,listed in the catalogue. For preparing 
such a catalogue, the Assistance of the Customs H~use ,  Jewellery 
Experts, the experts on the approved panel of the Custom House and 
also the experts nominated by the Diamond Merchant's Association 
or the Association concerned with the particular type sf precious 
stone:, will be taken. 

(i) Cut and Polished Diamonds 

Diamonds sold will beirequired to be exported by the tenderers 
directiy from the Customs. They, therefore, will be valued in terms 
of foreign currency, preferrably US. $ on F.O.B. expo,rt basis keep- 
ing b:r view the ruling prices for goods of similar kind and quality 
in the international market. Goods will be valued by (a) panel oT 
jewellery appraisers of the Custom House, (b) by the penal appoint- 
ed bj the Bombay Diamonds Merchants Assaciation and (c) Valuers 
nomi~ated by the Additional Collector from the approval panel of 
.expe.. f s prepared by the Custom House. 



.(ii) Rough and Uncut Dimwads &red 1Rwgh and Uamt Precious and 
Semi-Precious Stones 

These ore to be sold in 'the internal market ,but after debitiqg 
'the import licence by the bid amqunt a c c ~ t e d  and on chargipg the 
Custtolms ddty at prevailing rate on the bid amount in addition. 
Valuation therefore for this item .will correspond to the c.i f. import 
prices for the goods of like kind and quality, imported from abroad. 

Goods will be valued by (a) panel of jewellery appraisers of the 
Custom House (b) by the panel appointed by Associations repre  
s e n k g  the p~adticular trade (c) by a valuer nominated by the Addl. 
Collector hram the panels of experts drawn up by this Custrclan House. 

(iii) Cut and Polished Precious Stones, Pearls, Gun Metals, Corals/ 
etc. 

These goods are to be sold in internal market, valuation will, 
therefore, be on the basis of prices obtainable in 'the k~cal markets 
for the like qualities and quantities of goods. 

Goods will be valued by (a) panel of jewellery appraisers of the 
Custom Home, (b) by the panel appointed by the respective asso- 
oiations and .(c) by a valuer ncuninated by the Addl. Collectw from 
the panels of expwts drawn up by the Custom House. 

The valuation of the goods will normally be done after the receipts 
of the tenders but such valuation shall be completed before the date 
fixed for the opening of the tenders. 

Tender form.-After inventorisation of the goods to be offered for 
sale, a catalogue will be prepared, giving lotwise particulars such as 
weight, No. of pieces, shape, size, colour etc. The advertisement will 
be issued through the director of Advertising and Visual Publicity, 
New Delhi indicating the dates and the place of ,Inspedtion nnd 
General conditions of the sale. Advertisement should be published 
in all the important English News Papers and at least in one lwal 
vernacular language paper at the important trade Cen'tres for the 
particular commodities. Tender forms will be numbered and sold at 
a price of Rs. 21- and the tenders will be properly accounted 
!for. Copies of the tender form will be sent to all the impartant 
Co l lec to ra~  and m i a t i o n s  of the Diamonds and precious and 
,semi-precious stones, gun metals and pearls in the major cities: where 
such goods are generally sold. 

1tzspection.-The disposal officer incharge of diamonds and pre- 
cious and semiprecious stones will inform the palice department and 
armnge for dkient  number of w d  gwds to be present dvring 
the inspection of the goods. All weciDus goods shall be Yaken from 



tbs waaehoue to the hspdim room or back to the strong room 
only mder anmed escort. T h & ~ e c l .  gtlmda Wia b€P pm6@nt 'thl!Ou$h~ 
out bhe inqmtmn,~of -the: & o o d s h  At a time not more than 3 gmups, 
etch con&-$ ole not IIIx)rerthan 2 persge; shall be dowad to ins- 
peat the goorjs. The inqmctbn of rough and uneut or cut and 
pdished diemot&, peaidus and semi-precious stones will ~b allowed 
on dqxwd4 of inspection fee of Rs. 1000 which is refandable, or ad- 
juetzlble against the amroolnC reeovetable from the party in case of 
aeceptame of the tenders. The Jewdlery Appraiser dogwi th  the 
Supdt. Warehouse and the disposai officer and atleast one m r e  P m .  
Officer shall be present in the inspection room. Each lot will be 
~pened  the jwelkry  appraiser and passed on in turn to the 
pal?tlCs. No freshdot will be shewn 'for 'inspection unless the previous 
lot i s  returned h the jewellery appraiser and all pieees are accountd 
ed for and handed over to the disposal ofleer for safe custody. 

Receipt and Opening of Tenders.-The tenders will be c l w d  on 
the date indicated in the advertisement and will be received by the 
Supdt. inoharge of 'the warehouse who will record the tiame and date 
of the receipt and will issue a receipt for the tender while receiving 
the tender. The tenderer will be informed a£ the date and time of 
opening of the tenders. The tenders will be opened before a commit- 
tee consisting of the Additional Collector, the Assistant Collector in- 
cbarge of Disposals, Superintendent Warehouse and the Jewellery 
Appraiser. Each tender opened will be initialed by all the members 
indicating the date of the opening of the tender. The quotations in 
each tender will be read, out after opening. Withiin 2 days, of the 
.opening of the tenders the Assistant Collecb,r will get a sta~tqment 
pmpared far each category of @. listing out the gllide price, the 
prim available in the ~cizure~ddtention file, and the tendered price 
for each lot and shall submit it to Collector through the Additional 
Cdiectar with the recommenda.tions of the Jewellery Appraiser and 
A C. Disposals. After the acceptance of tenders the tenderers will 
be infomed about the acceptance and wherever tenders are rejected 
the njmtion letter will be issued and inspection fees and earnest 
m n e y  wkc ted  from the tenderers will be refunded to the party. 
In respect of cut and polished precious and semi-precious stones and 
rough and uncut diamonds and preciorus and semi-precious stones for 
the local crmsumption the successful bidders will be given a period 
of 10' clap: the d- of. the receipt of the communication wcbept- 
ing the, bitk On &ient cause being shown this period can be ex- 
tended by the Additional Collector by not more than 7 days to pay 
the balance amount and to take the delivery of the goods. 



In respect of cut and polished diamonds offered for sale for ex- 
port against foreign exchange and conditions for sale will be as per 
the conditions in Annexure 'In'. The exporter will be given a 
period of 45 days to negotiate with the overseas buyer and for 
arranging for the opening of the Letter of Credit and for making 
the payment of all charges to the Custom House and for complet- 
ing the formalities regarding the shipment of the goods. The 
extension of time be given in suitable cases by the Additional Col- 
lector on being satisfied that party will be able to complete the 
formalities within a reasonable time. 

Auditing.-After the acceptance )of the tenders for the 
export of cut and polished diamonds and after the party deposits 
in the Custom House treasury the rupee equivalent of the accepted 
bid in US. Dollars worked out as indicated in Annexure 111, the 
auditor attached to the Warehouse should check up the calculations 
taking into account the total weight of the lot, the exchange rate 
and the guide price and the accepted price etc. After auditing and 
checking of the calculatiom and after verifying that the amount 
remitted by the party is correct, the party will be allowed to file 
a shipping bill for export of the goods and after the evidence 
regarding the shipment of goods and the receipt of goods by the 
foreign buyer is furnished by the party and the realisation of 
foreign exchange bills will be finally audited and the entries in the 
Warehouse register, the disposal register and the sale register will 
be audited and closed. 

Revision of Prices.-Since the disposal of diamonds may 
be spread over a period of time, prices fixed at a time may not hold 
good subsequently and this may call frequent revision due to fluc- 
tuation of prices. The jewellery appraiser should keep in Oouch 
with the fluctuation with the market conditions both in India and 
abroad and whenever upward trend is noticed the price should be 
revised. The prices should be revised. The prices should be 
reviewed at least once in 3 months for cut and polished diamonds. 
It will not be necessary to revalue each and every lot during these 
periodical revisions, it will suffice if the general percentage fluc- 
tuation in the p r i~es  i~ a~certained and the valuation is adjusted 
accordingly. 

Sd.1- J. Datta 
SEEMA SHULK SAMAHARTA 

BOMBAY. 
Encl. 3 Annexures 



Disposal r q i r t n  of rough and u m t ,  cut andpoluhcddinntondsprcciour and smi-prccwus stones etc. 

- _ _  _ _ _ _ -  - * 

Name of the formati011 Date of Weight in y o .  ot Vduc at Date of 
5. No. f r ~ l  which received and receipt carats pieces the time inventory Remarks 

the warehouse entry No. of the of 
of the forwarding section. gpods fbr seizurr 

d~sposal 



ANNEXURE 'IS 

SALE REGISTER 
Cut ond polirhd diamondc!Rot~gh and uncut diomonds/nrt and polirhed precious m d  semi-precious stoncs/rot~gh and uncut precious ond semi-jirccious stonrs/rough 

nnd uncrtt corals,hr and polished corols, raw/Proccessed cords and gun mctarials. 

Quantity accepted Value acceplcd Guitlr price File No. Amount rcaliscd cash Date d Remarks if any Auditon initials 
S .  No. in thr salt- number and date Delivery & stamp. 



ANNEXU'RE 'III' 
CONDITIONS FOR EXPORT OF CUT AND POLLSHED 

DIAMONDS 

Prices tendered will be considered to .be F.O.B. export prices in 
U.S. Dollars. 

The successful tenderer will be permitted to load F.0 R. export 
value 2 per cent 'to cover the expenditure on account of freight, 
insurance and the commission to be earned by the tenderer. 

The successful tenderer will arrange to get irrevscable letter of 
credit opened by the foreign buyer in his favour. However, the 
export will be permitted only after a certificdte from a bank 
indicating the opening of the LIC for the goods in question is 
filed with the Custom House and the amount qf the accepted bid 
convert,ed in rupees at the buying T.T. rate quoted by the State 
Bank on the date of issue of the letter of acceptance of the bid 
is paid to the Collector of Customs, Bombay. 

The goods shall be exported from the Custom House directly and 
the tenderer will have 'to bear the freight and the insurance 
charges. The tenderer will be required to file a shipping bill 
in his name as exporter on account of the Collector of Customs. 
The goods will have to be insured to the extent of 120 per cent 
of the value accepted and the goods will have to be exported 
within 45 days of the date of acceptance of the tender, failing 
which the offer will be deemed to have been withdrawn and the 
earnest money will be for'feited. 

Goods thus exported will not be allowed 'to be reimported. 
The tenderer will be required to declare on the expart invoice 
that the goods are being exported on behalf of the Collector of 
C u s t w ,  Bombay. The tenderer will be required to give an 
undertalung tha'i he shall perform all the fornlalities connected 
with the shipment of the gc@ds, viz., filing a shipping bill. fining 
of G.R. forms. booking of parcel through airlines foreign post 
office and arranging for shipment of the goods to the foreign 
buyer under Customs Supervision etc. 

The tenderer shall also be required to undertake to produce 
within one month of the date of shipment of the goods the bank 
certificate and such. other evidence as may be demanded regard- 
ing realisation of foreign exchange thereafter the earnest money 
will be refunded to, the exporter. 



Recommendation 
The Committee are distressed to learn that Indian Diamcnd 

Industry specialises only in cutting very small size of diamonds in 
single and double cut known as 'makeables' in the trade c i r c b  It 
does not operate in bigger sizes of diamonds, i.e. sawables which'are 
mechanised and skill for which lias been developed in countries like 
Israel and Belgium. The share of makeablas is only a small portion 
of the diamond market. The Committee have been informed that en- 
couragement is now being given for the import machinery to work 
on bigger size of diamonds. The Gem and Jewellery Expo,rt Promo- 
tion Council has also set up two artisan schools for the purpose of 
giving training in cutting and polishing of 'Sawbles'. The Committee 
desire that concerted efforts should be made to afford all incentives 
to develop full expertise in the cutting and polishing of 'sawables'. 
They would also like the Government to consider the desirabilitv of 
entrusting this work to the Public Stwor. 

[Sl. 15 of the 54th Report of PAC (6th Lok Sabha)] 

Action taken 

The importance of diversi~ication 'LO the area of cuttinq and poll-11- 
ing bigger size diamonds mainly with a view to enlarge the trading 
activities and earn higher caratage value is well recognised. A train- 
ing school at Surat has been inaugurated this year for imparting 
taining to artisans. Further the import policy for diamond cutting 
machines halo been liberalised and many of these have been placed 
under Open General Licnce (OGL). There is also provision for hipher 
percentage of replenishment against higher value per carat realka- 
tion. The question of diversification and the relative importance to 
be given to bigger stones has also been included in the terms of 
reference of the Task Force on Gem and Jewellery now constituted 
by the Ministry of Commerce. 

[Department of Commerce O.M. No. 14 (52) 177-E.P. (L.S. G . ) 
Dated 12-7-78.] 

Recommendation 

The Committee find that the appriciation in the value of diamond 
takes place only after it is cut and polished by the craftsman. It is 
however surprising that no figures are available about the actual 
share of the appreciated value which is taken into account for 
making payment's to the craftsman. The Committee would like 
the Glmernment to ensure that the entire profits are not pocketed 
by the traders and middlemen and that the remuneration paid to 



the personnel employed on the job of cutting and polishing the 
diamonds is commensurate with the labour arid skill put in by them 

[S. No. 19 of the 54th Report of PAC (6th Lok Sabha) J 

Action taken 

The diamond trade is highly sensitive and is carried on mostly 
on a very personalised basis. The importers of rough diamonds are 
mostly marchant exporters who do not have any regular proces- 
sing unit under their charge. The cutting and polishing work is 
done by artisans who through their long associations with the indi- 
vidual diamond exporters have developed their own working under- 
standing and personal equation and are thus paid on their own 
agreed terms and conditions. Besides the artisans w ~ r k  a t  their place 
of residence etc. In view of these factors, fixation of minimum re- ' 
muneration at Government level is considered difficult. However 
the observation of the Committee has been brought to the notice of 
the trade, the Gem and Jewellerg Export Promotion Council and 
the State Governments of Gujarat and Maharashtra ta ensure that 
the artisans are paid in proportions to their hard labour. 

[Department of Commerce O.M. No. 14 (52) /77-E. P. (L. S. G. ) 
Dated 12-7-78. J 

Recommendations 

From the evidence given by the representative of the Ministry 
of Commerce as  well as the written statements, the Committee 
gather the impression that the Diamond Trading Company has a 
near monopoly position in regard to the supply ~f rough diamonds 
and Government does.not have any say on the DTC in nominating 
the sight holders or in determining the price. I t  was also brought 
out during the evidence that efforts of the Government to locate 
alternate sources of supply failed. 

The resulting picture seems to be that Government is helpless 
in regulating the flow of imports or their prices and has to depend 
on the mercy of the Drl%. In the circumstances, i t  is not clear to 
the Committee why the Central Selling Organisation (an affiliate 
of the DTC maintains a retired Major General in India presumably 
for ~ u ~ p o s e s  of liaison with the Government. Obviously, the DTC 
looks for m e  favours from Governnient I t  may be that DTC 
is anxious to avail of the skill and facilities available cheaply in 
India for cutting and polishing small sized diamonds as such facili- 
ties are reported to be not available elsewhere. In other words. the 
DTC would like to exploit for their own ends the professional ex- 



pertise available in India, in respect of these small sized diamonds. 
If so, Government does not seem to be as helpless as is made out. 

In this connecticm, the Committee note that the share of the 
D.T.C. in the imports into India increased from 6 per cent in 1970- 
71 to 61.6 per cent in 1975-76. Another disturbing trend is the 
abnormal increase during 1971-74 in the prices of the imported 
roughs (110 per cent) which is not suitably reflected in the prices 
of the exported cut and polished diamonds (60 per cent). 

The Committee note that Government have the power to grant 
licences and make available bank credits through the regulations of 
the export policy. The Committee would like to be assured that 
the exercise of these powers has not had the effect of benefitting 
the Company in expanding its market in this country and increas- 

' 
ing our dependence on it. 

[S .  Nos. 21, 22 and 23 of the 54th Report of PAC 
(6th Lok Sabha)] 

Action taken 

The Diamond Trading Co., London has a near monopoly posi- 
tion in regard to supplies of rough diamonds and controls about 
80',;) of the production and supplies of roughs in the world. All 
the major countries in the diamond trade cannot help, in the clr- 
cumstances. dependence on DTC for its supplies of rough diamonds. 
It  has to be noted that our domestic production of rough diamonds 
is far too small for the export requirements snd for exports we de- 
pend entirely on imp,orted roughs. The pricing policy for its s u p  
plies is determined by DTC on global scale keeping various factors 
in view. Government, however, closely watches the situation and 
in cases of genuine difficulties of the trade in regard to price and 
quality of DTC supplies, the matter is appropriately taken up with 
DTC. 

As for the expart policy of the Government. the same is fashion- 
ed keeping entirely in view the interest of the domsetic diamond 
trade. In regard to lessening our dependence on MY: supplies., 
the same can be done only if we a r e  able to make a s~~cccasful entry 
into the primary sources. The position in regard to primary sources 
has been explained elsewhere. 

pepartment lo£ Commerce OM. No. 14 (52) 177-E. P. (L. S . G . ) 
Dated 12-7-78.2 



CHAPTER 1V 

RECOMMENDATIONSlOBSERVATlONS REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE AND WHICH 

REQUIRE REITERATION 

Recommendation 

The Committee are distressed to note that diamonds and precious; 
semi precious stones seized in Bombay Customs Collectorate during 
the period 1959 'a 1973 were lying undisposed till the end of 1975, al- 
though cllsposal orders had been passed by the competent authorities 
in many cases. The value of these goods at the then prevalent prices 
was stated to be of the order of Rs. 1.09 crores. From the information 
subsequently furnished to the Committee it is noticed that the value 
of the goods not disposed of in the Bombay Customs Collectorate as 
on 1-1-76 was about Rs. 1.35 crores. The Committee view with great 
concem the inordinate delay in disposal, a fact which has been admit- 
ted by the representative of the Department of Revenue and Banking 
when he said during evidence "We are sorry that the delay had occur- 
r'ed. L do not want to defend something which cannot be defended." 
TheCommittee would like to know of the rectificatory steps proposed 
to be taken to ensure that such delays are a thing of the past. 

[S. No. 1 of 54th Report of the PAC (6th Lok Sabha)] 

Action taken 

The Collector of Customs. Bombay has reported that he has sold 
diamonds worth Rs. 1.39.56.112 during the period December. 1975 
to September. 1977. The stock of confiscated cut and polished dia- 
monds as on 1-2-1978 was nil in  the Bombay Custom House. The 
Collector of Customs, Bombay has also reported that as on 1-2-1978 
the value of the stock of confiscated rough and uncut diamonds is 
Rs. 1.96.915 and that $31 cut and polished precious and semi- 
precious stones. Rs. 45.26.056. 

2. Instructions have already been issued to all the Collectors of 
Customs and Central Excise, to follow the procedure devised by the 
Bombay Custom House for sale of confiscated and polished diamonds 
for export. 

[Ministry of Finance Department of Revenue OM No. M/13/78- 
LCI Dated 16-8-78] 



The Committee find that the Mineral and Metal Trading Cor- 
poration of India is at present importing only 20:4' of the total require- 
ment of rough diamonds of the country from various markets. The 
share of their t-otal imports may be increased further if their efforts 
for the negotiaticn of some kind of contract for direct purchase from 
some African countries prove successful. The Committee however, 
understand that the MMTC do not have the requisite expertise for 
importing diamonds from primary sources. The Committee desire 
that Government should.,take measures to develop the requisite skill 
and expertise ,an the MMTC. 

The Committee understand that traders prefer the DTC and its 
subsidiaries for import of their requirements of rough diamonds. 
They have developed a sort of apathy or allergy towards the canali- 
sation of imports of rough diamonds by MMTC. One of the reasons 
for this attitude is that MMTC has not been able t o  offer such credit 
terms as are available to them from other agencies. The committee 
would urge that if the MMTC has to play a pcsitive ro:e in the im- 
ports of rough diamonds Government should ensure that the terms 
offered by them are in no way less attractive than those offered by 
other competing agencies. 

[S. Nos. 12 and 13 of the Report of PAC (6th Lok Sabha) J 
Action taken 

In 1965-66, the exports of cut  and polished diamonds from India 
had stood at about Rs. 5.00 crores which subsequenty rose to Rs. 30.00 
c r x e s  in 1968-69. The Diamond Trading Company (DTC), London 
bad still not recognised Indian exporterr! as their 31yht-holders 
for the purpose of direct import of rough diamonds by DTC to Indian 
exporters. Since the production of mugh diamonds in major pro- 
ducing countries and their marketing throughout the world had been 
mostly under the control of companies under the De Beers group 
and marketing of gem variety bv the DTC of the same group, lndian 
exporters in the absence of direct imports from DTC, London. had 
to depend on the intermediate sources like Belgium and Antwerp. 
With a view to finding some alternative sources, the National Mine- 
rals and Development Corporatim (NMDC) was asked to go to  pri- 
mary sources like Ghana and obtain rough diamonds supplies. The 
NMDC had made some moves and purchased a few lots in the open 
auction in Ghana Since the NMDC had gone for such purchases 
frcm primary sources, i t  was decided to canalisc 10:r of the coun- 
try's imports of rough dianionds (other than those of advance 
licences) through the NMDC from October, 1970. This is how the 
canalisation %tarfed. However subsequently i t  was found difficult 



by the NMDC to participate in such open auctions as the lots for 
sale contained mixed goods of which 702) or more were Industrial 
varieties which had no domestic market and as a result no further 
efforts were made. 

However consequent to above move by Government and partial 
canalisation of rough diamonds imports, the Indian Diamond Indus- 
try was able to persuade the Diamond Trading Company, London to 
agree to supply' rough diamonds directly to Indian importers as the 
DTC'o direct sight holders. The number of such Indian sight hol- 
ders have since increased to 55 to 59 from a zero level in 1968-69. 
More than Wfi of diamond imports is accounted by these sight hol- 
ders as a consequence of direct supplies by DTC to them. 

In s o  far the MMTC is concerned, the canalisation wo,rk was 
transferred to them from NMDC during 1972 for supply of 207; 
rough dimonds to Indian parties against onlv their replenishment 
entitlement. After the Ghana experiment, the efforts of MMTC 
because of various difficulties involved to go to primary sources, met 
with little success. Even efforts made at the Government level to 
get supplies of roughs from the Governments of USSR and Tanzania 
have not borne fruits so far. Under the circumstances whatever 
type of diamonds were procured by the MMTC were from the same 
sources from where other individuals had procured. The trade there- 
fore repeatedly represented against partial canalisation, MMTC. 
however, did offer limited credit under the Bill Marketing Scheme. 
but the response from the trade has not been encouraging. 

Keeping all factors in view Government have now decided to de- 
canalise diamond imports through the MMTC with effect from April 
1978-79. MMTC would however continue to operate on thier own 
in the market on the basis of their own skill and expertise which 
they have acquired over a period of time i n  order to supplement 
trade's effort in the matter. 

The question of going to primary sources has been included in 
the terms of reference of the Task Force on Gem and Jeweller?; 
recently constituted by the Ministry of Commerce. for further 
ccnsideration. 

[Department of Commerce O.M. No. 14(52) '77-E.P. (LSG) 
Dated 12-7-78 1 

Recommendation 

The Committee find that there was disproportionate increase in 
the average import and export ptices of diamonds in India during 



the years 1971-74. While the import price of mugh diamonds had 
gone up by 110 per cent the export price of cut and polished diamonds 
had increased only by GO per cent. However, in the case of the other 
manufacturing countries in the world viz., Israel and Belgium, the 
increase in export prices of cut and polished diamonds has been in 
praportion to the increase in the prices of rough diamonds imported 
in India . The Committee have been informed during evidence that 
the increase in the price of small size rough diamonds imported by 
India was higher than for large size rough made in Israel and Bel- 
gium. In view of the disproportionate increase in the import and 
export prices of diamonds, the Committee have a suspicion that there 
could be over-invoicing in the values of the imported roughs. It is 
disquiting to learn that a comparision open market connot be made. 
In view of this they would like to know the expertise available with 
the Department for the valuation of the rough diamonds and to be 
assured that the valuation is being done correctly to eliminnat,e all 
chances of over-invoicing in values of imports. 

[S. No. 14 of the 54th Report of PAC (6th Lok Sabha)] 

In case of rough diamonds 8Of~, of World production is contro- 
lled i>\- the De Beers group. The pricing thei-efore is done at their 
instance depending upon total production. the t?ye of goods and 
the available supply at a particular period. Regarding direct sup- 
plies of DTC goods to the sight holders it is uqlikely that there 
would be overinvoicing of imported roughs. Otherwise all supplies 
of imported rough stones pass through customs authorities and in 
the light of t.heir knowledge and experience in the field they keep a 
watch regard to overinvoicing or underinvoicing. 

[Department of Commerce OM No. 14 (52)j77-EP (LSG) 
Dated 12-7-78] 

The Committee note that imports of rough diamonds are allowed 
against replenishment licences grantel to. exportes under the import 
policy for registered exporters. These licences are granted against 
e x p r t s  of cut and polihed diamonds. Indian exporters import 
mostly smaller size of rough diamonds known as 'makeables' which 
are mainly obtained form Diamond Trading Company London. The 
rate of replenishment varies between 60 per cent to 80 Fpr cent of the 
export realisations in case of 'rnakeabw and 'saumbles'. The replen- 
ishment licensing system is intended to encourage the aport of 
better and -re value added items by our country. 



The Committee have been ihformed that the allocation of replen- 
ishment is done on the basis of the information about the value of 
exported goods obtained from the Gem & Jewellery Export Pro- 
motion Council who collects these details from representative tran- 
sactions. On the basis of the data furnished by the Council, the re- 
plenishment rates are detedrnined by an interministerial policy 
group consisting of the D.G.T.D., Economic M a i r s  Department and 
representative of the Finance Division of the Ministry of Commerce. 
The Comxnittee are surprised to n o t  that the Government have to 
depend entirely upon the data furnished by the Gem. and Jewellery 
Export Promotion Counci for their judgement on the determination 
of the replenishment ill  the inter-ministerial policy group. The Ex- 
port Commissioner, Ofiice of the Chief Controller of Imports and 
Export has admitted during evidence that 'we do not have any other 
expert Government Agency for the purpose'. The Committee 
apprehend that in the absence of any external verification of the cor- 
rectness of the data furnished by the Council, the possibility of 
manipulation therein and the diversion of the imported rough dia- 
monds on a substantial scale inside India. where there is very good 
demand for them, cannot be ruled out. The Committee, therefore, 
recommend that Government should establish a suitable agency with 
the requisite expertise for the proper and thorough verification of 
the data furnished by the Council to ensure that t.he value of replen- 
ishment licence is not in excess of that admissible against exports 
under any circumstances. The Committee are concerned that in- 
formation regarding the structure and aconomices of diamond 
polishing is not being obtained by Government on a regular. But 
obtained from the Council at particular times for policy formula- 
tion, This does not appear to be a happy state of affairs. 

IS. Nos. 16 and 17 of the 54th Report of P.-%C. (6th Lok Sabha)] 

The scale of replenishment etc. is kept under continual review.. 
Recently Government. have set up Hindustan Diamond Co.. where it 
holds 507  shares and it,s nominee is the Chairman-cum-Managing 
Director. CCI&E has been advised that in reviewing the scale of 
replenishment of diamonds, the data furniched by the Council, 
wherever felt necessary may be further cross-checked with MMTC 
and Chairman, Hindustan Diamond Co. 

[Department of Commerce OM No. 14 (52)jn- E.P. (LSG) 
a ,  Dated 12-7-78] 



CHAPTER V 

RECOMMENDATIONS/ OBSERVATIONS IN RESPECT OF WHICH 
GOVERNMENT HAVE FURNISHED INTERIM REPLIES. 

Recommendation 

The Committee find that the Study Team on 'Leakage of Foreign 
Eschange through Invoice Manipulation$ in its report pointed out 
that the exporters do not give sufficient details of the diamonds in 
the do,curnents including invoices. The market value of the dia- 
monds is also not indicated in the shipping bills. They have desired 
that the exporters should be asked to declare the size, colour, cut 
and perfection of the diamond in the invoices which can help consi- 
derably in their valuation. They have also suggested that local 
market value of the diamonds should be declared in the shiping bills 
in addition to the export value to enable the Appraising Officer to 
make a better judgement about values. The Committee would like 
to know the action taken by the Government on these recommenda- 
tions. 

[S. No. 18 of the 54th Report of P A C .  (6th Lok S'ahha)] 

Action Taken 

The suggestions about details to be given in the export documents 
are with a view to help the Appraising Officer to make better judge- 
ment aboul values. Appraising work is done by the Officer 
of the Department of Revenue (Central Board of Excise & Customs). 
Ministry of Finance (CBEC) have therefore been requested to ans- 
wer the points made in this para. 

[Deptt. of Commerce 0 . M  No. 14 (52 77-E.P. (L. S .  C; . ) 
Dated 12-7-78] 

Recommendation 

The Committee would also like to be informed whether the profit 
of the Diamond Trading Companv on sales through sight-hdders 
which would constitute a deemed income accruing or arising in India 
under Section 9 ( l )  ( i )  of the I n c ~ m e  Tax .4ct, 1961. have in fact 
been assessed to Income Tax. 

[S. No 24 of the  54th R e p r t  of P.A.C. (6th Lok Sabhal 



Action Taken 
The Diamond Trading Company is a foreign based company and 

its supplies of rough diamonds to their sight-holders world over in- 
cluding India are considered as exports to the recepient countries. 
The supplies of rough diamonds thus obtained from the D.T.C. by 
the Indian sight-holders are considered as imports into India. How- 
ever Department of Revenue would separately give their comments 
in the matter. 

[Deptt. of Commerce OM. No. 14 (52)/77-E.P. (L.S.G.) 
dt. 12-7-78] 

P. V. NARASIMHA RAO, 
Chairman, 

Public Accozmts Com.mittee. 



APPENDIX I 

STATEMENT OF ROUGH AND UNCUT DIAMONDS 
-- - -. -- 

Estimated 'ale Import Total 
Price Fixed Pro- duty Sak Pro- 

Year/ by Valua- ceeds ceeds and Remarks 
Month tion Import 

Committee Duty 

December 75 . . 
Feb-March 76 . . 
M a y  76 . . . 
Jwe-Jul~ 76 - 
Aug~ut  7 6 .  . . 

November 76 . 
Fcb 77 . 

M a y  1977. . 

Rs. 

NIL 

4,74,0i8 

tqeeo 

'1,10.739 

: t # . t ; j , 2 G j  

35,355 

1,23,619 

ao,97o 

59,032 

35,544 

3,471 

KIL NIL S11, 



APPENDIX II 

STATEMENT OF CUT AXD POLISHED DIAMONDS 

Year/Month Estimated Price in USA Sale Price in Amount in Kernark 
Dollars Fixed by Valua- USA Dollars India 

tion C:omtn~ttre Kupea 

Dec., 75 to Ma), 72. . S I L  'NIL NIL NIL 

Auqubt 76 . . NII'. S I L  XIL NIL 



APPENDIX 111 

Conclusioizs/Recom mendations 
- ... ..-. . . . .-.. .--.- - .  - -- -- . -  . -- .- - 

S.No. Para MinistryIDeptt. Conclusions/Recommendation 
No. Concerned - ----- -..- - . -. .- ...-. - . -- -.-- 

I 2 3 4 
A --- -- 

Min. of I:inancc. 1.8. The Committee have carefully considered the reply furnished 
{Duptt. ofKr\.enuc) by the Department of Revenue explaining the position in regard to 

the disposal of confiscated diamonds, precious and semi-precious 
stones in Bombay Custom House. They cannot help feeling that the 
sale of the diamonds etc. had actually started only after the matter % 
was reported bv Audit and not on the Collector's own initiative. In  
these circumstances, the Committee are constrained to conclude that 
the handling OF the case by the Bombay Custom House was far from 
satisfactory 

1.9. The Committee further no,te that the value of the stock of 
cohfiscated rough and uncut diamonds which stood at Rs. 1.35 crores 
on 1-1-19?6 has since been reduced to the order of Rs. 1,96,915 and 
that of cut and polished precious and semi-precious stones to 
Rs. 45,26,05(i in the Bombay Custom House on 1-2-1978. This posi- 
tion has emerged due to substantial disposal between December 1975 
and September 1977. The Committee desire that this tempo of dis- 
posal should be inaintained and the position kept under constant 



Min. of Comn~ercr 

watch and such remedial steps as are considered necessary on the 
basis of the past experience taken to ensure that the'inordinat delay 
of the type that clccurred earlier does not come to be repe!ated in 
future. Thev would also like to be apprised of the impact on the 
disposal of confiscated diamonds etc. ir, other Customs Houses by 
folllowing the procedure adopted by the Bombay Custom House. 

1.12. The Committee are sorry to observe that the Government 
seems to have given in to the pressure of the trade in taking the 
decision for the decanalisation of even 20 per cent rough diamonds 
impxted through the Minerals and Metals Trade Corporation. The 
partial canalisation of ?O per cent for the import of rough diamonds 
was introduced primarily with the objective of breaking gradually 
the influence of Diamond Trading Company, London which vir- 
tuallv monop~lised the supply of rough diamonds to this country. 
~nstdad of complete withdrawal of State control on the imports of 
rough diamonds the Government should have. as recommended by 
the Committee, made all-out efforts to develop such skill and ex- 
pertise 3n the MMTC as was necessary for making the import of 
rough diamonds as much attractive for the trade as through the 
DTC. They should have also devised some methodology whereby 
the terms offered by the MMTC could be in r,o way less favoyrable 
than thosc offered by other competing agencies The Committee do 
not feel convinced that the operation of MMTC on their own in 
the market would bring in any tangible results keeping in view 
their performance during the period when 30 per cent imp3rt of 
rough diamonds was canalised through them. The Committee, 

_--.-_ - ---- --- -- 



-- --- - - -ZY - - _  - - - -- - - - - - -- - - - - - - -- - - - -- - 
therefore, reiterate their earlier recommendation and stress the 
need for the development of such skill and expertise on the  MMTC 
as is necessary competitive with DTC. They would also desire the 
Government to reconsider their decision for the decanalisation of 
20 per cent import of rough diamond through MMTC so as lo per- 
mit the exercise of some type of partial State control in this field. 

4 *.I3 hlin. uf Co~uil~crce 1.13. The Committee would also like to knsw the outcome of 
thu consideration of the question of going to primary sources 
through the Task Force on Gem and Jewel!ery constituted hy the 
Ministry of Csmmerce. 

en 
6 5 i . 1 6  Min.  of Financ.r 1.16. The Committee have not been infotmed about the  exper-' f Dept . of Revrnut. tise available with. the Customs Department for the valuation of 

the rough diamonds imported in this country. They are disinclined 
to agree that merely the knowledge and experience of the  Custom 
authxit ies in the field can arm them with the requisite expertise 
so vitally needed for the praper valuation of the rough diamonds 
and exercise of the requisite check on resort tq over-invoicing and 
under-invoicing. In view of the near monopsly of Diamond Trading 
Companv in meeting the requirements of the rough diamonds im- 
ported in this country, it is all the more essential that  the  persons 
on the job should be. highly specialised and fully equipped with 
all the details and information in regard t 2  t h e  prices charged by 
Diamond Trading Company for similar material imported by 



other countries so as to ensure that all efforts towards unde~ 
invoicing and over-invoicing are completely , frustrated. The Com- 
mittee would like the Government to make an indepth study of 
the problem and take suitable remedial measures to make the sys- 
tem fool-proof. 

6 
U1 

I .  rg Min. o f h m e r c e  1.19. The Committee have their own doubts if the advice given co 
by the Government to the Chief Controller of Imports and Exports 
to have the data furnished by the Gem and Jewellery Export Pro- 
motion Council for the grant of replenishment licences cross- 
checked as and when necessary with the MMTC and Chairman, 
Hindustan Diamond Company would meet the objective of com- 
plete and detailed verification. The casual checks would be hardly 
helpful and are not likely to d:, away with the possibility of mani- 
pulation by unscrupulous traders. The Committee, therefore, re- 
iterate their earlier recommendation and desire that Government 
should establish its own agency with the requisite expertise for the 
thorough scrutiny of all the data furnished by the Gem and 
Jewellery Export Prom2tion Council on all the occasions. 




