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REPORT OF THE SELECT COMMITTEE 

I, the Chairman of the Select Committee to which the Bill· to con-
solidate and amend the law relating to customs was referred, having 
been authorised. to submit the report on their behalf, present their 
Report, with the Bill as amended by the Committee annexed thereto. 

2. The Bill was introduced in Lok Sabha on the 15th June, 1962. The 
motion for reference of the Bill to a Select Committee was moved by 
Shri B. R. Bha.t, Deputy Minister in the Ministry of Finance, on the 
19th June, 1962 and was adopted on the same day (Appendix I). 

3. The Committee held thirteen sittings in all. 

4. The first sitting of the Committee was held on the 21st June, 1962 
to draw up a programme of work. The Committee at this sitting de-
cided to hear evidence from associations etc. desiirous of presenting 
their suggestions or views before the Committee and to issue a press 
communique, inviting memoranda for the purpose. The Chairman 
was authorised. to decide, after examining the memoranda submitted 
by the associations as to which of them should 'be called upon to give 
oral evidence before the Committee. 

5. 45 memoranda/representations on the Bill were received by the 
Committee from different associations, public bodies and individuals 
as mentioned in Appendiz II. 

6. At their Second to Seventh sittings held on the 30th and 3lst 
July, lst, 2nd and 11th August, and 1st September, 1962, respectively, • the Committee heard the evidence given by the representatives of 
nineteen associations etc. and one individual specified in Appendix 
III. 

7. The Committee have decided that the evidence given before them 
should be laid on the Table of the House in extenso. 

8. At their Sixth sitting, it was suggested that the Committee might 
undertake an on-the-spot study tour of some of the Customs Oftlces to 
acquaint themselves with their working. At their Seventh sitting, the 
Committee was informed that the proposal had been discusseQ with 

·Publishe'j in the Gazette of India, Bxtraordinary, Plrt n. SeCtion 2. dat~ the 
15th June, I~ I!I!I 

u. ,_ .. _ . ; ..... ., ; .. ,~ v 
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the Speaker who was agreeable to such a tour being undertaken ·by a 
small sub-Committee. Accordingly, a sub-Committee consisting of ten 
members visited Calcutta from the 10th to the 13th October, 1962 
(Appendix IV). 

9. During their stay at Calcutta, the sub-Committee visited the va-
rious departments of the Customs Organisation located in the Customs 
House, Dum Dum Airport, docks and jetties at the Calcutta port and 
land customs check posts at the Petropol Road and the Petropol Rail-
way Station. The sub-Committee looked into the working of these 
establishments and also questioned in detail the authorities and others 
concerned whom they met for eliciting first hand information on the 
provisions of the Bill. 

10. The Committee considered the Bill clause by clause at their 
Eighth to Twelfth sittings held from the 15th to 19th October, 1962. 

11. The Report of the Committee was to be presented by the last 
day of the first week of the Second Session. As this could not be done, 
the Committee requested for extension of time on the 8th August, 
1962 -which was- granted upto the last day of the first week of the 
Third Sess-ion. 

12. The Committee considered and adopted the report on the 9th 
November, 1962. 

13. The observations of the Committee with regard to the principal 
changes proposed in the Bill are detailed in the succeeding paragraphs. 

14. Clause ll.-The Committee are of the view that the purposes 
mentioned in sub-clause .(2) of the clause for which importation or 
exportation of goods may be prohibited should specifically include the 
implementation of any treaty, agreement or convention with any 
country. 

The other amendment made in the clause is of a drafting nature. 

The clause has been amended accordingly. 

15. Clause l3.-The Committee have given thought to the clause 
and are of the opinion that when the im·ported goods are not under the 
importer's control, he should not be required to pay the duty on any 
goods that may be pilfen-ed before the Customs Oftlcer makes an order 
for clearance of the goods. 

The clause has been amended accordingly. 



, 
16 .. Clause 14.-The Committee consider that the nouiendatUfe 

·normal price' may cause some difDculty in determining the value of 
goods for the purposes of assessment. They, therefore, feel that the 

. word 'normal' should be dropped and other drafting changes may be 
made. 

The CEUse has been amended accordingly. . 
17. Clau.se 23.-The Committee feel that provision regarding sale 

in sub-clause (2) may be transferred to clause 48 which deals with. 
similar matters. 

The other amendments to this clause are of a consequential ·or 
drafting nature. 

The cll8use has been amended accordingly. 
18. Clause 28.-The Conunittee are of opinion that some time limit 

should be laid down within which a notice may be served upon an im-
porter or an exporter, as the case may be, for payment of duty not 
levied, short-levied or erroneously refunded by reason of collusion or 
wilful mis-statement or suppression of the facts on his part, and they 
feel that 18 period of five years would be adequate for this purpose. 

The clause has been amended accordingly. 
The other amendment is of a drafting nature. 
19. Clause 29.-The Committee feel ·that specific provisions shoutd 

be made in the Act itself regarding ~ction to be taken by the person in 
. charge of a vessel or an aircraft which is compelled by accident, stress 
of weather or other unavoidable cause to eall or land at a place other 
than a Customs port or Customs airport. 

The clause has been amended accordingly. 
20. Clause 30.-The Committee consider that as in the Sea Customs 

. Act, 1878, a period of 24 hours after the arrival of the conveyance may 
be allowed for the delivery of the import manifest or import report. 

The clause has been amended I8ccordingly. 
21. Clause 3G.-The amendment made in the clause is clariftcatory 

in nature. 
22. Clause 41.-The Committee are of opinion that the export 

manifest or export report may be allOWed to be delivered after the 
departure of the conveyance OD the lines of the provision in the Sea 
Customs Act, 1878, but the period within which such manifest, etc. 
may be delivered may be increased to seven days from the existing 

- five days. 

The clause has been amended accordingly. 
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~S. Ctauae .'7.-the clause has been re--drafted to make the iiltll1" 

tion clear. 

24. Clause 48.-The amendment to the clause is consequential to the 
amendment made to clause 23 (2). 

The Committee feel that the words 'arms' and 'ammunition' should 
be defined as in the Arms Act, 1959. • 

The clause has been amended accordingly. 

The other amendment is of a drafting nature. 

25. Clause 51.-The clause has been re-cirafted to make the inten-
tion clear. , .• ' .... 1 

26. Clause 74.-The Committee consider that the drawback allowa-
ble on re-export of duty paid goods should be ninety-eight per cent 
instead of ninety-five per cent. 

The clause has been amended accordingly. 

27. Clau.se 88.-The Committee are of the view that the Act itself 
shOUld provide on the lines of the international agreements that the 
whole of the duty should be allowed as drawback on fuel and lubricat-
ing oil taken on board any foreign going aircraft as stores. 

The clause has been amended accordingly. 

28. Clau.se 10l.-The Committee feel tbat this clause should not 
specifically apply to precious stones other than diamonds. 

29. Clau.se l02.-The Committee are of the opinion tliat search of 
persons under clause 100 and clause 101 should be conducted in the 
presence of two or more witnesses. 

They also feel that when a person is to be taken to a gazetted d-
eer of Customs, or magistrate, that should be done without unneces-
sary delay. 

The other amendment is of a drafting nature. 

The clause has been amended accordingly. 

30. Clau.se l04.-The Committee are of the view that an oftlcer of 
Customs arresting a person under the clause should have the power 
to release the arrested person on 'bail or otherwise similar to the 
power conferred on the officer-in-charge of a police station under the 
Code of Criminal Procedure, 1898, so as to obviate the necessity o~ 
detai·ning an arrested person till he can be taken to a magistrate. 
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The Committee feel that sub-clause (3) being mer~y a repetition 
of the pr~visions of the Criminal Procedure Code should'" be omitted. 

The Committee BI'e also of the opinion that the offences under this 
Act should be non-cognizable as at present although the maximum 
punishment in respect of certain offences is being enhanced to five 
years imprisonment. 

. .~ ........ 
The clause has been amended accordingly. 

.. _-_ .. -
31. Clause l05.-The Committee feel that the record containing the 

grounds of belief, etc., to be maintained under the provisions of sec-
tion 165 of the Code of Criminal Procedure 1898 should be forwarded 
to the Collector of Customs and not to the magistrate in order to ena-
ble the former to keep proper control over the Customs officers autho-
rising search of premises. 

The clause has been amended accordingly. 

32. Clause 107.-The Committee feel that sub-clause (c) should 
be omitted. 

The clause has been amended accordingly. 
33. Clause lOS.-The Committee consider that the power to summon 

persons to give evidence or produce documents should be conferred 
only on a Gazetted Officer of Customs. 

'rhe clause has been amellded accordingly. 

34. Cla1L8e UO.-The Committee are of the view that when any 
goods are seized, proceedings in the nature of a show cause notice 
should be started within six months of the seizure but ,this period may 
on sufficient cause being shown be extended by the Collector of Cus-
toms for a further period of six months. If the show cause notice is not 
issued within the specified period, the goods sho,uld ,be returned to the 
person from whom they were seized. 

The Committee also feel that in order to obviate any hardship or 
inconvenience to a person from whom any documents are seized, he 
should be entitled to make copies thereof or take extracts therefrom. --The clause has been amended accordingly. 

35. Clause'U2.-The Committee feel that sub-clause (a) a8 drafted 
may not be comprehensive enough to bring within its scope all persons 
who abet the doing or omission"of any act which would render any 
goods liable to confiscation under clause 111. This sub-clause has, 
therefore, been omitted, and an addition made to sub-clause (b) to 
cover such abettors. 

1967 (B) LS-18. 
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~. amtadment to sub-clause (c) is of a elarificatory nature. 
They further feel that the penal,ty under the clause should be en-

hanced from three times the value of the goods or one thousand 
rupees whichever is the greater, to five times the value of the goods 
or one thousand rupees, whichever is the greater. 

The clause has been amended accordingly. 
36. Clause 113.-Item (k) of the clause has been re-drafted to pro-

vide that goods cleared for exportation under a claim for drawback 
would. be liable to confiscation if they are not loaded fQr exportation 
onaeoount of any wilful act, negligence or default of the exporter or 
after laving been loaded are unloaded without the necessary pennia-
lion. 

37. Clause 114.-The clause has been amended on the lines of the 
amendments made to clause 112. 

. 38. ClaUie 118.-lt was represented to the Committee that the 
clause, though identical with an existing provision in the Sea Customs 
Act, 1878, would cause hardship in certain cases where the smuggled 
goods may after importation happen to be kept in a package along 
with non-smuggled goods. The Committee noted that essentially the 
-intention was to apply the clause only to such other goods as are 
imported i,n a package along with the goods liable to confiscation. 

The clause has been re-drafted to cover such goods only. 

As regards exports, the amendment is of drafting nature only, re-
ca_lng the provision on the same lines as for imports. 

39. Clause 120.-The Committee feel that since the provision re-
iarding transfer of onus of proof was contained in clause 123, this 
clause should not also transfer to the owner the onus of proving that 
a part of the goods has not been smuggled. The Committee were, there-
fore, of opinion that where a case falls under the proviso to sub-clause 
(2), only such part of the goods the value of which is equal to the 
vlaue of the smuggled goods should be liable to confiscation. 

The clause has been amended accordingly. 

40. Clause 123.-The Committee are of the opinion that precious 
. stones other than diamonds should not be specifically inCluded in this 
clau.e. 

• 
The clause has been amended accordingly. 

41. Clause 125.-The amendment made to the clause is ofe clari-
tlcatory nature. 



42. Clause 128.-The CommLttee are of the view that appeals,against 
the orders of" officers of Customs below the rank of Collector. should 
be heard by Appellate Collectors of Customs who should not be eD-
~rusted with any other functions under this Act. 

The Committee are elso of the view that the power to enhance 
penalty or fine in lieu of confiscation or to confiscate goods of greater 
value should not vest in the Appellate Collector of Customs. 

The other amendments are consequential to the amendment to 
clause 28. 

The clause has been amended accordingly. 
43. Clause 130.-The Committee feel that the Collectors of Customs 

should not be vested with the powers of revision. 
The other amendment is consequential to the amendment to clause 

28. 
The clause has been amended accordingly. 

44. Clause 131.-The Committee are of the opinion that the Central 
Government should have the power to revise of its own motion any 
order in appeal or an order in revision. The Committee also consider 
that the Central Government should have the power to enhance duty 
or penalty or fine in lieu of confiscation, etc. 

The clause has been amended accordingly. 
45. Clause 135.-The Committee consider that in order to check 

large-scale smuggling, deterreI).t punishments ar.e. called for. 'l'b~ 8re, 
therefore; of the view that where the offence concerns any g09Cb to 
which cl~use 123 applies and the market-price of which exceeds one 
lakh of rupees, the imprisonment may eXitend to five years and that 
except for special and adequate reasons to the contrary, the minimum 
punishment in such cases should be six months' im'prisonment. 

The clause has also been revised to make it clear that persons who 
in any manner deal with smuggled goods after these have been import-
ed shall be liable to prosecution if such perso·ns had knowledg~ or rea-
son to believe that the goods were smuggled goods. 

46. Clause 136.-The Committee feel that among the offences by 
Customs Offtcers, the offence of illegal searcli and illegally authorising 
another officer to search premises, should be included. 

They further feel that punishment for such offences should be more 
severe. Accordingly, a term of imprisonment which may e'X\tendto 
six months has been provided for. 

The clause has been amended accordingly. 
47. Clause 138.-The amendment to the clause is consequential 

upon re-draft of clause 135. 
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48. Clause 140.-'l'he Committee cons~der ,that, as in otper Acts, the 
word 'end' occurring in the proviso to sub-clause (1) should be substI-
tuted by the word 'or'. 

49. Clause 142.-The Committee are of the view that the manner' 
of recovery provided in this clause should also be applica~le where 
tlie term:s of any bondi, ~tc., executed under this Act, provide a con-
tractual obligation that the amount of the bond may be so recovered. 

The clause lias been amended accordingly. 

50. CI!1l.lse 144.-The Committee are of th~ view that a sample 
should be restored to the owner, if practicable, without a request being 
made to that effect by the owner. They further consider that in case 
the duty on the sample consumed or destroyed during the course of 
any test or examinati,on is not less than five rupees, such duty shoulrl 
not be charged. . . -- - ,- . ~ I 

The clause has been amended accordingly. 
51. Clause 145.-The amendment made in the clause is clarificatory 

in nature. 
52. Clause 147.-The Committee feel that it should be clarifl~d that 

If the ()wner, importer or exporter proves to the contrary, the pre-
sumption under sub-clause (2) should not be raised against him. 

They also feel that it should further be provided toot where any 
duty is not levied or is short-levied or erroneously refunaea on account 
t)f any reason other than any wilful act, negligence or default of toe 
agent, such duty should not be recovered from the agent unless in the 
op'inion of Assistant Collector of Customs the same cannot be re-
covered from the owner, importer or exporter. • 

The clause has been amended accordingly. 
53. Clauses 150 and 153.-The amendments made in the clauses are 

of a clarifieatory nature. 
54. Clause 159.-The Committee a~ of opinion toat notifications 

issued under clause 43 shoura also be laid on the Table of boto 
Houses of Parliament. 

The clause has been amended accordingly. 
55. The recommendations of the President have been obtained 

under Article 117(1) of the Constitution in respect of the amend-
ments made in the Bill. . 

56. The Select Committee recommend that the Bill as amended be 
passed. 

NEW DELHI; 
n.,e 9th November, 1962. 

S. V. KRISHNAMOORTHY RAO, 
Chairman., 

Select Committee. 



MINUTES OF DISSENT 

I 

We regret we cannot agree with the majority report of the Select 
Committee on the following clauses: 

This is a new legislation on land, air and sea customs and i,n order 
to check smuggling the law is to be made more drastic but in our 
anxiety to do this we should take care that the innocent traders 
may not be unnecessarily harassed. By keeping this point of view 
in our mind we are giving this minute of dissent. 

(1) Clause 11 (v) should be deleted. This is giving too much 
powers to the Customs authorities. Similarly sub-clauses (e), (j) 
and (n) should be deleted as it overlaps the provisions of other 
enactments. 

(2) Clause 14 requires some change. The importer loses his 
goods as well as he is charged with duty for the same. 

(3) In clause 105 the Customs Ofticer should not be authorised 
to make search without obtaining the search warrant from a Magis-
trate. Therefore, the provision should be that an application should 
be made by t~ proper officer to· the Magistrate who may issue a 
warrant for search of goods, things or documents specifying therein 
the place of such search and naturP. of the bffence. 

(4) In clause 118 ,a proviso should be added that other goods 
shall be confiscated only if the owner thereof knowing that any 
goods are smuggled goods places other goods with them but not 
otherwise. The term 'package' should also be defined as connotation 
of package is too vague and very wide. 

(5) Clause 123 is about burden of proof. It will be very unjust 
to place burden of proof on the accused or on the purchaser of goods, 
so explanation to this clause should be added' that if the person con-
cerned proves to the satisfaction of the Court the source from which 
he had received OJ' purchased the goods, the onus of proof shall be 
deemed to have been discharged. . 

xiii ~ , 
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(6) Clause 131 is against the recommendation of the Badhwar 
Committee report. In Chipter XXI, page 81, of the said report, it is 
said:-

"We find that the Taxation Enquiry Commission examined 
this matter and came to the conclusion that, in the inter-
est of the appellants themselves, it would be unwise to 
disturb the appellate machinery provi$ied at present. 
But, at the stage of revision by the Government of 
India of appellate orders, they recommended the setting 
up of a Tribunal consisting of at least one Judicial mem-
ber who should be either a serving or a retired High 
Court Judge and one member who has had experience 
of Customs Administration. We agree with the Com-
mission's views except to the extent that we consider 
that the association of a suitable representative of the 
Import-Export Trade as an additional, or third member 
of the Tribunal would be an improvement and would 
help to secure more informed, and therefore, more ob-
jective decisions." 

In line with the above recommendation, we suggest the following 
amendment: -

"The Central Government shall constitute a· Tribunal which 
should consist of at least one Judicial Member who 
should be a serving or retired High Court Judge and 
one member who has had experience of ' customs admi-
nistration and one representative of the association of the 
Import and Export Trade. 

The Central Government shall ordinarily appoint a Judicial 
Member of the appellate Tribunai to be the President 
thereof." 

(7) In clause 147 the clearing agent should be responsible for 
some fixed period only and for the mistake of the owner the clear-
ing agent should not be liable to punishment. 

NBW Da.m; 
7'7?e 9th N(wember, 1_. 

NARENDRASINGH MAHIDA 
ItAMCHANDRA VITHAL BADE 
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The Sea Customs Act was enacted in the eighth decade of the 

nineteenth century, the Land Customs Act in the third decade of the 
twentieth, and while there is no Air Customs Act the administration 
of air customs is governed by rules made under the Indian Aircraft 
Act which is half a century old. The Customs Bill, 1962, seeks to 
consolidate the provisions relating to sea, land and air customs into 
a single comprehensive measure. Such an attempt at codification is 
welcome and has been long over due. The Bill now on the anvil of 
Parliament contains many features which are salu~, desirable and 
even an improvement on the e2dating law; but there are certain pro-
visions therein which, I am sorry to say, do not commend themselves 
to me. I am accordingly constrained to append a note of dissent, 
mainly in respect of the here-in-after mentioned clauses. Lack of 
time has prevented me from listing all the clauses with which I do 
not agree. ,:; : <'.' i I 

(1) Clause 102 (1) .-It should be so amended as to proVide that 
the person about to be searched should ,be clearly told that he has 
a legal right to be taken before a magistrate or a Gazetted Officer of 
Customs, and only if he opts otherwise, he may be searched by the 
officer himself. The facile assumption or dictum that every one is 
supposed to know the law with all its details is not wholly tanable 
in our country where the vast majority of the people are illiterate, 
at best semi-literate. 

(2) Clause 105.-Human nature being what it is, and power being 
often an inebriating thing, there should be a safeguard against possi-
ble abuse of autHority. That can only be done in this case by pro-
viding for a wholesome restraint to the effect that no such search 
shall be made without a magisterial warrant. In this connection I 
should like to make it perfectly clear that while smuggling and other 
anti-social, anti-national malpractices should be severely, even drasti-
cally dealt with, the law should not become an engine of persecution 
or harassment of honest traders or other citizens. The task of the 
conscientious legislator, particularly so in a modem democratic State, 
is to ensure that the exercise of more and more power by the execu-
tive does not make serious inroads upon the legitimate rights and 
liberties of the individual. 

(3) Clauses 106 and"UB.-The word 'package' should be so defined 
as to admit of no ambiguity. 

xv 
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(4) Clau.se 123.-This clause should contain, if possible, a provi. 
sion or an explanation stating when or how the onus of proof on the 
person concerned should be deemed to have been discharged, and 
consequently shifted to the person by whom the goods were seized or 
to the prosecution. 

(5) Clauses 128-131.-1 agree with the recommendations of the 
Customs Reorganization Committee (Badhwar Committee) with 
regard to the appellate and revisional machinery, and am therefore 
of the view that these clauses should be amended in the light of those 
recommendations. 

(6) Clause 144.-Tbe words 'if practicable' be deleted. 

(7) Clause 161.-Every order made under this section should be 
laid before Parliament for approval or such modification as Parlia-
ment may deem necessary. 

NEW DELHI; HARI VISHNU KAMATH. 
The 12th November, 1962. 
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Bill No. S6A of 1962 
THE CUSTOMS BnL, 1962 

(As RI:PORTED BY THE SELECT COMMITTD) 

(Word, side-lined or undeTlined indicate the amendments suggested 
by the Committee; asterisks indicate omissions) 

A 

BILL 

to consolidate and amend the law relating to customs. 
BE it enacted by Parliament in the Thirteenth Year of the Republic 

of India as follows: - . 
CHAPrER I 
Plu:LIMINARY 

S 1. (1) This Act may be called the Customs Act, 1962. Short title 
. e&tent and 

10 

IS 

20 

2S 

(2) It extends to the whole of IndIa. commence-

(3) It shall come into force on such date as the Central Govern- ment. 
ment may, by noti·fication in the Official (;ezette, appoint. 

2. In this Act, unless the context otherwise requires,- Uefinitionl. 
(1) "aircraft" has the same meaning as in the Aircraft Act, 

19M; 
(2) "assessment" includes provisional assessment, re-assess-

ment and any order of assessment in which -the duty assessed is 
nil; 

(3) "baggage" includes unaccompanied baggage but does not 
include motor vehicles; 

(4) "bill of entry" means a bill of entry referred to in section 
46; 

(5) "bill of eXport" means a bill of export referred to in 
section 50; 

(6) "Board" means the Central Board of ReveDl&e constituted 
under the Central Board of Revenue Act, 1924; 

(7) "coastal goods" means goods, other than imported goodI, 
transported in a vessel from one port in India to another; 

(8) "Collector of Customs" includes an AdditiODllI Collector 
of Customs: 



2 
(9) "conveyance" includes a vessel, an aircraft and a vehicle; 
(10) "customs airport" means any airport appointed under 

clause (eI) of section 7 to be a customs airport; 
(11) "customs area" means. the area of a customs station and 

includes any area in which imported goods or export goods are 5 
ordinarily kept before clearance by Customs Authorities; 

(12) "customs port" means any port appointed under clause 
(a) of section 7 to be a customs port; 

(13) "customs station" means any customs port, customs 
airport or land customs station; 10 

(14) "dutiable goods" mell1ls any goods which are chargeable 
to duty and on which duty bas not been paid; 

(15) "duty" means a duty of customs leviable under this Act; 
(16) "entry" in relation to goods means an entry made in a 

bill of entry, shipping bill or bill of export and includes in the IS 
case of goods imported or to be exported by post, the entry 
referred to in section 82 or the entry made under the regulations 
made under section 84; 

(17) "examination", in relation to any goods, includes mea-
surement and weighment thereof; 20 

(1~) "export", with its grammatical variations and cognate 
expressions, means mking out of India to a place outside India; 

(19) "export goods" means any goods which are to be taken 
out of India to a place outside India; 

(20) "exporter", in relation to any goods at any time between 2S 
their entry for export and the time when they are exported, in-
Cludes any owner or any person holding himself out to be the 
exporter; 

(21) "foreign-going vessel or aircraft" means any vltSsel or 
aircraft for the time being engaged in the carriage of goods or 30 
passengers between any port or airport in India and any port or 
airport outside India, whether touching any intermediate port or 
airport ~ India or not, and includes-

(i) any naval vessel of a foreign Government taking 
part in any naval exercises; 3S 

(ii) any vessel engaged in fishing or any other operations 
outside the territorial waters of India; 

(iii) any vessel or aircraft proceeding to a place outlide 
India for any purpose whatsoever; 
(22) "goods" includes-

(a) vessels, aircrafts and vehicles; 
(b) stores; 
(e) baggage; 
(d) currency and negotiable instruments; and 
(e) any other kind of moveable property; 

40 

4S 
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(23) "import", with its grammatical variations and cognate 

expressions, means bringing into India from a place outside India; 
(24) "import manifest" or "import report" means the 

manifest or report required to be delivered under section 30; 
S (25) "imported goods" means any goods brought into India 

from a place outside'India but does not include goods which have 
been cleared for home consumption; 

(26) "importer", in relation to any goods at any time bet-
ween their importation end the time when they are cleared for 

10 home consumption. includes any owner or any person holding 
himself out to be the importer; 

(21) "India" includes the territorial waters of India; 
(28) ~'Indian customs waters" means the waters extending 

into the sea to a distance of twelve nautical miles measured from 
IS the appropriate base line on the coast of India and includes any 

bay, gulf, harbour, creek or tidal river; 
(29) "land customs station" means any place appointed 

under clause (b) of section 7 to be a land customs station; 
(30) "marltet ~rice". in relation to any goods. means the 

20 wholesale price of the goods in the ordinary course of trade in 
India; 

(31) "person-in-cherge" means,-
(a) in relation to a vessel, the master of the vessel; 
(b) in relation to an aircraft, the commander or pilot-in-

25 charge of the aircraft; 
(e) in relation to a railway train, the conductor, guard or 

other person having the chief direction of the train; 
(d) in relation to any other conveyance, the driver or 

other person-in-charge of the conveyance; 
30 (32) "prescribed" means prescribed by regulations made 

under this Act; 
(33) "prohibited goods" means any goods the im,port Qr 

export of which is subject to any prohibition under this Act or 
any other law for the time being in force but does not include 

3S any such goods in respect of which the conditions subject to 
which the goods are permitted to be imported or exported have 
been complied with; 

(34) "proper officer", in relation to any functions to be per-
formed under this Act, means the officer of customs who is a..C!Sip-

40 ed those functions by the Board or the Collector of Customs; 
(35) "regulations" means the regulations made by the Board 

wider any provision of this Act; 
(36) "rules" means the rules made by the Central Govern-

ment under any provision of this Act; 
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, 
(37) "shipping bill" means a shipping bill referred to in 

section 50; 
(38) "stores" means goods for use in a vessel or aircraft and 

includes fuel and spare parts and other articles of equipment, 
whether or not for immediate fitting; S 

(39) "smuggling", in relation to any goods, means any act or 
omission which will render such goods liable to confiscation under 
section 111 or section 113; 

(40) "tariff value", in relation to any goods, means the tariff 
value fixed in respect thereof under sub~ction (2) of lection 10 

14; 
(41) "value", in relation to any goods, means the value 

thereof determined in accordance with the provisions of sub-
section (1) of section 14; 

(42) "vehicle" means conveyance of any kind used on land IS 
and includes a railway vehicle; 

{43) "warehouse" means a public warehouse appointed under 
section 57 or a private warehouse licensed under section 58; 

(44) "warehoused goodsN means goods deposited in •• 
warehouse; 20 

(45) "warehousing station" means a place declared as a 
warehousing station under section 9. 

CHAPTER II 
OFFICZRS OF C118'1'OMS 

3. There shall be the following classes of, officers of customs, 25 
nameiy·:-

'(a) Collectors of Customs; 
(b) Appellate Collectors of Customs; 
(e) Deputy Collectors of Customs; -(d) Assistant Collectors of Customs; and 30 -(e) such other class of officers of customs as may be appoint-

ed iOr'ihe purposes of this Act. 
4. (1) The Central Government may appoint Sllch persons as it 

thinks :fit to be officers of customs. 
(2) Without prejudice to the prOvisions of sub-section (1), the 3S 

Central Government may authorise the Board, a Collector of Customs 
or a Deputy or Assistant Collector of Customs to appoint officers of 
customs below the rank of A8sista~t Collector of Customs. 

I 

5. (1) Subject to such conditions and limitations as the Board may 
impose, an officer of customs may exercise the powers and discharge 40 
the duties conferred or imposed on him under this Act. 

(2) An officer of customs may exercise the powers and discharge 
the duties conferred or imposed under this Act on any other officer of 

'stoms who is subordinate 
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(3) Notwithstanding anything contained in this section, an Ap-
pellate Collector of Customs shall not exercise the powers and dis-
charge the duties conferred or imposed on· an officer of customs other 
than those specified in Chapter XV and section 108. 

6. The Central Government may, by notification in the Official Entruat~CDt 
Gazette, entrust either conditionally or unconditionally to any officer ~ t:~~tona 
of the Central or the State Government or a local authority any a; CUitolDl 

functions of the Board or any officer of customs under this Act. ~= l~~cr 
CHAPTER III omeen. 

10 APPoINTMENT OF CUSTOMS PORTS, AIRPORTS, WAREHOUSING STATIONS, ETC. 

IS 

20 

30 

'J. The Central Government may, by notification in the Official Appoint-
Gazette, appoint- :.C:;: 

(a) the ports and airports which alone shall be customs ports porta, air-
or customs airports for the unloading of imported goods and the porta, etc. 
loading of export goods or any class of such goods; 

(b) the places which alone shall be land customs stations for 
the clearance of goods imported or to be exported by land or 
inland water or any class of such goods; 

(e) the routes by which alone goods or any class of goods 
specified in the notification may pass by land or inland water into 
or out of India, or to or from any land customs station from or 
to any land frontier; 

(d) the ports which alone shall be coastal ports for the 
carrying on of trade in coastal goods or any class of such goods 
with all or any specified ports in India. 

II. The Collector of. Customs may- Power to 
• approve 

(a) approve proper places In any customs port or customs landing 
airport or coastal port for the unloading and loading of goods or ~~ and 
for any class of goods; lunits of 

customs (b) specify the limits of any customs area. area. 

t. The Board may, by notification in the Official Gazette, declare aO~ to 
places to be warehousing stations at which alone public warehouses pi:cea to.be 
may be appointed and private warehouses may be licensed. ::CW:~. 

10. The Collector of Customs may, by notification in the Official APpoin}-
35 Gazette, appoint, in or near any customs port, a boarding station for :=~~ 

the purpose of boarding of, or disembarkation from, vessels by omcers atations. 
of customs. 

CHAPTER IV 
PROHIBITIONS ON IMPORTATION ANTl EXPORTATION OF GOODS 

40 11. '( 1) If the Central Government is satisfied that it is necessary :~~%i:O 
so to do for any of the purposes specified in sub-section (2), it may, Importation 
by notification in the Official Gazette. llrohibit either absolutely or ~io:'~­
subject to such conditions (to be fulfilled before or after clearance) ,oads. 
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as may be specified in the notification, the import or export of goods 
of any specified description. 

(2) The purposes reierred to in sub-section (1) are the follow-
ing:-

(a) the maintenance of the security of India; 
(0) the maintenance of public order and standards of decency 

or morality; 
(c) the prevention of smuggling; 
(d) the prevention of shortage of goods of any description; 

s 

(e) the conservation of foreign exchange and the safeguard- 10 
ing of balance of payments; 

<I> the prevention of injury to the economy of the counu y 
by the uncontrolled import or export of gold or silver; 

(g) the prevention of surplus of any agricultural product or 
the product of fisheries: IS 

(h) the maintenance of standards for the classification, 
grading or marketing of goods in intern9tional trade; 

(i) the establishment of any industry; 
(j) the prevention of serious injury to domestic production 

of goods of any description; 20 

(k) the protection of human, animal or plant life or health 

(1) the protection of national treasures of artistic, historic or 
archa!ological value; 

(m) the conservation of exhaustible natural resources; 
\ 

(n) the protection of patents, tnlde marks and copyrights; 2S 
(0) the prevention of deceptive practices; 
(p) the carrying on of foreign trade in any goods by the 

State, or by a Corporation owned or controlled by the State to 
the exclusion, complete or partial, of citizens of India; 

(q) the fulfilment of obligations under the Charter of the 30 
United Nations for the maintenance of international peace and 
security; 

(r) the implementation of any treaty, agreement or conven-
tion with any country; 

!:L the compliance of imported goods with any laws which 3S 
are applicable to similar goods produced or manufactured in 
India; 

(t) the prevention of dissemination of documents contain-
ing any matter which is likely to prejudicially affect friendly 
relations with any foreign State or is derogatory to national 40 .. 
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, 
(u) the prevention of the contravention of any law for the 

timet>eing in force; and 
(v) any other purpose conducive to the interests of the 

generai public. 

CHAPl'ER V 
LEVY OF, AND EXEMPTION FROM, CUSTOMS DUTIES 

12. (1) Except as otherwise provided in this Act, or any other law Dutiable 
for the time being in force, duties of customs shall be levied· at .such goods. 

31 of 1934· rates as may be specified unlier the Indian Tariff Act, 1934, or any 
10 other law for the time being in force, on goods imported into, or 

exported from, India. 
(2) The provisions of sub-section (1) shall apply in respect of-

(a) .all goods belonging to the Central Governmentj and 
(b) all goods belonging to the Government of a State and 

IS used for the purposes of a trade or business of any kind carried 
on by, or on behalf of, that Government, or of any operations 
connected with such tmde or business; 

as they apply in respect of goods not belonging to any Government. 
13. If any imported goods are pilferred after the unloading thereof ~uty on 

20 and before the proper officer has made an order for clearance for :~~~~ 
home consumption or deposit in a warehouse, the import~r shall not 
be liable to pay the duty leviable on such goods except where SUcii 
goods are restored to the importer after pilferage. 

2 of 19340 14. (1) For the purposes of the Indian Tariff Act, 1934, or any 
2S other law for the time being in force whereunder a· duty of customs 

is chargeable on any goods by reference to their value, the value of 
such goods shall be deemed to be--

(a) the ........ price at which such or like goods are ordinarily'Valuation of 
sold, or offered for sale, for delivery at the time and place of ~~~ses f~~ 

30 importation or exportation, as the case may be, in the ....... course assessment. 
of international trade, where the seller and the buyer have no 
interest in the business of each other and the price is the sole 
consideration for the sale or offer for sale~ 

(b) where such price is not ascertainable, the nearest ascer-
3S tainable equivalent thereof determined in accordance with the 

rules made in this behalf. 
(2) Notwithstanding anything contained in sub-section (1), if 

the Central Government is satisfied that it is necessary or expedient 
so to do it may, by notification in the Official Gazette, fix tariff values 

40 for any class of imported goods or export goods, having regard to the 
trend of value of such or like goods, and where any such tariff 
values are fixed, the duty shall be chargeable with reference to 
such tariff value. 



rc:J. 15 •. (1) The rate of duty and tariff valuation, if any, applicable to 
of rate of any imported goods shall be the rate and valuation in force.-
duty and ' 
tarift' valua-
tion of im-
ported goods. 

Date for 
determina-
tion of rate 
of duty and 
tarift' valua-
tion of ex-
port goods. 

(a) in the case of goods entered for home consumption under 
section 46, on the date on which a bill of entry in respect of such 
ioods is presented under that section; 

(b) in the case ot goods cleared from a warehouse under 
section 68, on the date on which the goods are actually removed 
from the warehouse; 

(c) in the case of any other goods, on the date of payment of 
duty: -

Provided that if a bill of entry has -been presented befW'e the date 
of entry inwards of the vessel by which the goods are imported, the 
bill of entry shall be deemed to have been presented on the date of 
such entry inwards. 

S 

10 

(2) The provisions of this section shall not apply to baggage and IS 
goods imported by post. 

16. (1) The rate of duty and tariff valuation, if any, applicable 
to any export goods, shall be the rate and valuation in force.-

(a) in the case of IOods entered for export under section 50, 
on the date on which a shipping bill or a bill of export in resp~t 20 
of such goods is presented under that section; 

(b) in the case of any other goods, on the date of payment 
ot duty: 

Provided that if the shipping bill has been presented before the 
date of entry outwards of the vessel by whIch the goods are to be 2S 
exported, the shipping bill shall be deemed to have been presented 
on the date of such entry outwards. 

(2) The provisions of this section shall not apply to baggage and 
goods exported by post. 

Assessment 17. (1) After an importer has entered any imported goods under 30 
of duty. section 46 or an exporter has entered any export goods under section 

50 the imported goods or the export goods, as the case may be, or 
such part thereof as may be necessary may, without undue delay, be 
examined and tested by the proper officer. 

(2) After such examination and testing, the duty, if any, leviablE' 35 
on such goods shall, save as otherwise provided in section 85, be 
assessed. 

(3) For the purpose of assessing duty under sub-section (2), the 
proper officer may require the importer, exporter or any other person 
to produce any contract, brOker's note, policy ot insurance, catalolue 40 
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or other document whereby the duty leviable on the imported goods 
or export goods, as the case may be, can be ascertained, and to furnish 
any information required for such ascertainment which it is in hiB 
power to pr.oduce or furnish, and thereupon the importer, exporter 

, or such other person shall produce such document and furnish such 
information. 

(4) Notwithstanding anything contained in this section, imported 
loods or export goods may, prior to the examination or testing thereof, 
be permitted by the proper officer to be assessed to duty on the b2sis 

10 of the statements made in the entry relating thereto and the 
documents produced and the information furnished under sub-section 
(3); but if it is found subsequently on examination or testing of the 
goods or otherwise that any statement in such entry or document or 
any information so furnished is not true in respect of any matter 

IS relevant to the assessment, the goods may, without prejudice to any 
other action which may be taken under this Act, be re-assessed to 
duty. 

18. (1) Notwithstanding anything contained in this Act but with. ProvisioDal 
t . d' th . . t' d' t' 46- a.Br.lllaent ou pre]u Ice to e prOVISions con ame m sec Ion of duty. 

20 (a) where the proper officer is satisfied that an importer or 
exporter is unable to produce any document or furnish any 
information necessary for the assessment of duty OD the imported 
goods or the export goods, as the case may be; or 

(b) where the proper officer deems it necessary to subject 
25 any imported goods or export goods to any chemical or other tellt 

for the purpose of assessment of duty thereon: or 
(c) where the importer or the exporter has produced all the 

necessary documents and furnished full information for the 
assessment of duty but the proper officer deems it necessary to 

30 make further enquiry for assessing the duty; 

the proper officer may direct that the duty leviable on such goods 
may, pending the production of such documents or furnishing of such 
information or completion of such test or enquiry. be assessed pro-
visionally if the importer or the exporter. as the case may be, 

35 furnishes such security as the proper officer deems fit for the pay-
ment of the deficiency. if any, between the duty finally assessed and 
the duty provisionally assessed. 

(2) When the duty leviable on such goods is assessed finally in 
accortianre with the provisions of this Act. then-

40 (a) in the case of goods cleared for home consumption or 
e~~p(')rtation, the amount paid shall be adjusted against the duty 
fina Ily assessed and il the amount so paid falls short of, {)r is in 
exer.s of, the finally assessed, the importer or the exporter 

1987 (B) :r..s-.a. 
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of the goods shall pay the'deficiency or be entitled to a refund, 
as the case may be; 

(b) in the case of warehoused goods, the proper officer may, 
where the duty finally assessed is in excess of the duty provi-
sionally assessed, require the importer to execute a bond, binding S 
himseH in a sum equal to twice the amount of the excess duty. 

J?etennina- 19. Except as otherwise provided in any law for the time being 
:~~f:'oc? in force, where goods consist of a set of articles, duty shall be 
conliat ~ calculated as follows:-
artic1cl1iabJc 
to different •. I 
ftteaofdutJ. (a) articles liable to duty WIth reference to quantity shal 10 

be chargeable to that duty: 

(b) articles liable to duty with reference to value. shall, if 
they are liable to duty at the same rate, be chargeable to duty 
at that rate, and if they are liable to duty at different rates, be 
chargeable to duty at the highest of such rates; IS 

(c) articles not liable to duty· shall be chargeable to duty at 
the rate at which articles liable to duty with reference to value 
are liable under clause (b): 

Provided that,-
(a) accessories of, and spare parts or maintenance and 20 

repairing implements for, any article which satisfy the conditions 
specified in the rules made in this behalf shall be chargeablp. at 
the same rate of duty as that article; 

(b) if the importer produces evidence to the satfsbcUon of 
the proper officer regarding the value of any of the articles liable 2S 
to difterent rates of duty, such article shall be chargeable to duty 
separately at the rate applicable to it. 

:~~:f;~11 20. (1) If goods produced or manufactured in India be imported 
produced or into India after exportation therefrom, such goods shall be liRhle to manufactur- d 
eel in Indea. uty and be subject to all the conditions and restrictions, 30 

if any, to which goods of the like kind and value not so produced or 
manufactured are liable or subject, on the importation thereof: 

Provided that if such importation takes place within three years 
after the exportation of such goods and it is shown to the sati~f~.ctton 
of "be Assistant Collector of Customs that the goods are the same 3S 
which were exported, the goods may be admitted-

(a) in any case where at the time of exportation of the ~oods, 
.drawback of any customs or excise duty levied by the Union OT 

both was allowed, on payment of customs duty equal to the 
amount of such drawback; ",0 
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tb) in any case where at the time of e:xportation of the.ooda, 

drawback of any e:xcise duty levied by a State \YU allowed, 
on payment of customs duty equal tQ such e:xcise duty leviable at 
the time and place of importation of the goods; 

~5 (c) in any case where the lOads were e:xported in ~ 
without payment of-

(i) the customs duty leviable on the imported materials, 
if any, used in the manufacture ot the gooda, or 

(ii) the e:xcise duty leviable on the indilenous mal.-i •• , 
(0 if any, used in the manufacture of the 100ds, or 

(iii) the e:xcise duty, if any, leviable on the loodI, 

on payment of customs duty equal to the aaregate amount ('( 
all such duties calculated at the rates prevailinl at the time ar,d 
place of importation of the goods; 

15 (d) in any other case, without payment of duty. 
CoO 

(2) For the purposes of this section loods shall be deemed to have 
been produced or manufactured in India, if at least twenty-five per 
cent. of the total cost of production or manufacture of the looda has 
been inculTed in India. 

~ 11. All lOads, derelict, jetsam, flotsam and wreck brought or Good. 
coming into India, shall be dealt witb as if they were imported into =~t, 
India, unless it be shown to the satisfaction of the proper officer that e1lC. • 
they are el)titled to be admitted duty-free under this Act. 

D. (1) Where it is shown to the satisfaction of the AIIIistant AbatemCDt 
2S Collector ot Customs- of duty on dama.td or 

(a) that any imported goods had been damaged or had dc:roratcd 
deteriorated at any time before or during the unloading of the JO •• 
goods in India; or 

(b) that any imported goods, other than warehoused goodi, 
30 had been damaged at any time after the unloading thereof in 

India but before their e:xamination under section 17, on account 
of any accident not due to any wilful act, negligence or default 
of the importer, his employee or agent; or 

(c) that any warehoused goods had been damased at any 
3S time before clearance for home consumption on account of any 

accident not due to any wilful act, negligence or default of the 
owner, his employee or agent, 

luch goods shall be chargeable to duty in accordance with the 
provisions of sub-section (2). 

40 (2) . The duty to be charged on the goods referred to in sub-sectiOil 
(1) shall bear the same proportion to the duty chargeable on the 
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goods before the damage or deterioration which the value of the 
damaged or deteriorated goods bears to the value of the goods before 
the damage or deterioration. 

(3) For the purposes of this section, the value of damaged or 
deteriorated goods may be ascertained by either of the followina S 
methods at the option of the owner:-

(a) the value of such goods may be ascertained by the 
proper officer, or 

(b) such goods may be sold by the proper officer by public 
auction or by tender, or with the consent of the owner in any 10 
other manner, and the gross sale proceeds shall be deemed to 
be the value of such goods. 

!r7u~on 23. (1) Where it is shown to the satisfaction of the Assistant 
1811, dcstroy. Collector of Customs that any imported goods have been lost·· .. r.:r .=: or··destroyed, at any time before clearance for home consumption, IS 

the Assistant Collector of Customs shall remit the duty on such goods. 

(2) The owner of any imported goods may at any time before an 
order for clearance of the goOds for home consumption has been made; 
relinquish his title to the goods .... ·and thereupon he shan not be 
liable to pay the duty thereon. 20 

'0 

Powcr to 24. The Central Government may make rules for permitting at 
~d=tur the request of the owner the denaturing or mutilation of imported 
ina or . goods which are ordinarily used for more than one purpose so a8 
mutilation of 1OOda. to render them unfit for one or more of such purposes; and where 

Power to 
,rut 
exemption 
from duty. 

any goods are so denatured or mutilated they shall be chargeable 2S 
to duty at such rate as would be applicable if the goods had been 
imported in the denatured or mutilated fonn. 

25. (1) if the Central Government is satisfied that it is necessary 
in the public interest so to do, it may, by notification in the Official 
Gazette, exempt generally either absolutely or subject to lUcia 30 
conditions (to be fulfilled before or after clearance) as may be 
specified in the notification goods of any specified description from 
the whole or any part of duty of customs leviable thereon. 

(2) If tht' Central Government is satisfied that it is necessary in 
the public interest so to do, it may, by special order In each case, 3S 
exempt from the payment of duty, under circumstances of an excep-
tional nature to be stated in" such order, any goods on which ~uty 
f. leviable. 
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16. Where on the exportation of any goods any duty has been RefuDd 01 

Paid such duty shall be refunded to the person by whom or on whose ;~portd~t1 
, AU certalD 

~~H~~~~ ~ 
(a) the goods are returned to such person otherwise than by 

5 way of re-sale; 
(b) the goods are re·imported within one year from the date 

of exportation; and . 
. (c) an application for refund of such duty is made before the 

expiry of six months from the date on which the proper officer 
10 makes an order for the c~earance of the goods. 

27. (1) Any person claiming refund of any duty paid by him in Claim fO,r 
. ~o pursuance of an order of assessment made by an officer of customs duty. 

lower in rank than an Assistant Collector of Customs may make an 
application for refund of such duty to the Assistant Collector of 

15 Customs before the expiry of six months from the <iate of payment 
of duty: 

Provided that the limitation of six months shall not apply where 
any duty has been paid under protest. 

Explanation.-Where any duty is paid provisionally under section 
20 18, the period of six months shall be computed from the date of 

adjustment of duty after the final assessment thereof. 
(2) If on receipt of any such application the Assistant Collector 

of Customs is satisfied that the whole or any part of the duty paid 
by the applicant should be refunded to him, he may make an order 

25 accordingly. 
(3) Where, as a result of any order passed in appeal or revision 

under this Act, refund of any duty becomes due to any person, the 
proper officer may refund the amount to such person without his 
having to make any claim in that behalf. 

30 (4) Save as provided in section 26, no claim for refund of any 
duty shall be entertained except in accordance with the provisions of 
this section. 

28. (1) When any duty has not been levied or has been short- Notice for 
levied or erroneously refunded, the proper officer may, within six ~~r~se~~~r 

35 months from the relevant date, serve notice on the person charge. levied •. 
able with the duty which has not been levied or which has been so ~~o~::!~d 
shortlevied. or to whom the refund has erroneously been made ously refund· 
requiring him to show cause why he should not pay the amount specf~ ed. 
fled in the notice: 

40 Provided that where any duty has not been levied or has been 
short-levied or has been erroneously refunded by reason of collusion 
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or any wiUul mis-statement or suppression of facts by the importer 01 
the exporter or the agent or employee of the importer or exporter, 
the provisions of this sub-section shall have effect as if for the words 
"six months" the words "five years" were substituted. 

(2) The Assistant Collector of Customs, after considering the re- 5 
presentation, if any, made by the person on whom notice is served 
under sub-section (1) shall determine the amount of duty due from 
such person (not being in excess of the amount specified in the notice) 
and thereupon such person shall pay the amount so determined. 

(3) For the purposes of sub-section· (1), the expression "relevant 10 
date" means--

(a) in a case where duty is not levied, the date on which the 
proper officer makes an order for the clearance of the goodsi 

(b) in a case where duty is provisionally assessed. under sec-
tion 18, the date of adjustment of duty after the final assessment IS 
thereof; 

(c) in a case where duty has been erroneously refunded, the 
date of refund; 

(d) in any other case, the date of payment of duty. 
CHAPTER VI 

PROVISIONS RELATING TO CONVEYANCES CARRYING IMPORTED OR 
EXPORTED GOODS 

29. (1) The person-in-charge of a vessel or an aircraft entering 
Itidia from any place outside India shall not cause or permit the 
vessel or aircraft to call or land-

(a) for the first time after arrival in India; or 
(b) at any time while it is carrying passengers 

brought in that vessel or aircraft; 
or cargo 

at any place other than a customs port or a customs airport, as the 
case may be • • • • 

--zo 

25 

30 
(2) The proviSions of sub-eection (1) shall not apply in relation 

to any vessel Or aircraft which is compelled by accident, stress of 
weather or other unavoidable cause to call or land at a place other 
than a customs port or· customs airport but the person-in-charge of 
any such vessel or aircraft-

(a) shall immediately report the arrival of the vessel or the 3, 
landing of the aircraft to the nearest customs officer or the 
officer-in-charge of a police station and shall on demand produce 
to him the log book belonging to the vessel or the aircraft. , 
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IS 
(b) shall not without the consent of any such officer permit 

any goods carried in the vessel or the aircraft to be unloaded 
from, or any of the crew or passengers to depart from the 
vicinity of, the vessel or the aircraft; and 

(c) shall comply with any directions given by any such 
officer with respect to any such goods, 

and no passenger or member of the crew shall, without the consent 
of any such officer, leave the immediate vicinity of the vessel or the 
aircraft: 

10 Provided that nothing in this section shall prohibit the departure 
of any crew or passengers from the vicinity of, or the removal of 
goo& from, the vessel or aircraft where the departure or removal 
Is necessary for reasons of health, safety or the preservation of life 
or property. 

15 30. (1) The person-in-charge of a conveyance carrying imported pelivery of . Import 
goods shall, within twenty-four hours after arrival thereof at a cus- manifest 

to~s station, aeiiver to the proper officer, in the case of a vessel or ~:rr.rt 
aircraft, an import manIfest, and in the case of a vehicle, an import 
report, in the prescribed form: 

20 Provided tliat,-
(4) in the case of a vessel any such manifest may be delh~r­

ed to the proper officer before the arrival of the vessel; 
.. ' ... - .. -. -,~ .... -' --- ._ .. - _ .. 

(b) if the proper officer is satisfi~d that there was sufftcient 
cause for not delivering the import manifest or import report or 

25 any part thereof within twenty-four hours after the arrival of the 
conveyance, he may accept it at any time th~reafter. 

(2) The person delivering the import manifest or imp(Xl"t report 
shall at the foot thereof make and subscribe to a declaration as to 
the truth of its contents. 

30 (3) If th~ proper officer is satisfied that the import manifest 01' 
import report is ·in any way incorrect or jncomplete, and that there 

,'Vas no fraudulent intention, he may permit It to be amended or 
supplemented. , 

:41. (1) The ma~ter of a vessel shall not permit the unloadfng of Imported 
35 Rnv imported goods until an order has been given by the proper Fob!I~~! 

officer granting entry inwards to such vessel. loaded from 
• vessel until 

(2) No order und~r sub-section (1) shall be given until an import entry in-
manifest has been delivered or the proper officer is satisfied th~t ;:::t~d. 
there was sufficient cause for not delivering it. 

40 (3) Nothing in this section shall apply to the unloading of baggage 
accompanying a passenger or a member of the crew, mail bags, 
animals, perishable goods and hazardous goods. 
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32. No imported goods required to be mentioned under the 

regulations in an import manifest or import rt.-port shall, except with 
the permission of the proper officer, be unloaded at any customs 
station unless they are specified in such manifest or report for being 
unloaded at that customs station. , 

33. Except with the pe~ission of the proper officer, no imported 
goods shall be unloaded, and no export goods shall be loaded, at any 
place other than a place approved under dause (a) of section 8 for 
the unloading or loading of such goods. 

34. Imported goocis shall not be unloaded from, and export goods 10 
shall not be loaded on, any conveyance except under the supervision 
of the proper officer: 

Provided that the Board may, by notification in the Official Gazette, 
give general permission and the proper officer may in any particular 
case give special permission, for any goods or class of goods It' be IS 
unloaded or loaded without the supervision of the proper officer. 

~~~ b dedf on goods 35. No imported goods shall be water-borne for eing Ian rom 
being water- any vessel, and no export goods which are not accompanied by a ship-
borne. ping bill, shall be water-borne for being shipped, unless the goods are 

accompanied by a boat-note in the prescribed form: 20 

Provided that the Board may, by notification in the Official 
Gazette, give general permission, and the proper officer may in any 
particular case give special permission. for any goods or any class of 
goads to be water-borne without being accompanied by a boat-note. 

Restrictions 
on unloading 36 No imported goods shall be unloaded from, and no export ~Gods 2, 
and loading shall be loaded on, any conveyance on <lny Sunday or on any holiday 
c" goods OD " 
h~Udays. etc. observed by the Customs Department or on any other day after the 

Power to 
board con-
veyances. 

working hours, except after giving the prescribed notice and on 
payment of the prescribed fees, if any: -Provided that no fees shall be levied fOt" the unloading and loading 30 
of baggage accompanying a passenger or a member of the crew, and 
mailbags. 

3'. The proper officer may, at any ttme, board any conveyance 
carrying imported goods or export goods and may remain on such 
conveyance for such period as he considers necessary. 35 

Power to _ 
require 00. For the purposes of carrying out the provisions of this Act, the 
production proper officer may require the person-in .. charge of any conveyance or 
of docu- 1 ments and anima carrying imported gOOeD or export goods to produce any 
a~k ques- document and to answer any questions and thereupon such person 
llona. shall produce such documents and answer such questions. 40 
r:,~~ ~s 3t. The master of a vessel shall not permit the loading of any 
loaded on. export goods, other than baggage and mail bags un til an order has 
vessel unttl b . b hili' ' entry- een gIven y t e proper 0 cer grantmg entry-outwards to such 
outwarda vessel. 
poted. 
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40. The person-in-charge of a conveyance . shall not permit the &pori 
loading at a customs station- IlOOds not to 

6e loaded 
(a) of export goods, other than baggage and mail bags, :mless unless duly 

a shipping bill or bill of export or a bill of transhipment, as the ~:~~ by 

s case may be, duly passed by the proper officer, has been handed officer. 
over to him by the exporter; . 

(b) of baggage and mail bags, unless their export has been 
duly permitted by the proper officer. 

41. (1) The person-in-charge of a conveyance carrying export goods Delivery of 
10 shall, before departure of the conveyance from a customs station, =&.t or 

deliver to the proper officer in the case of a vessel or aircraft, an upon 
export manifest, and in the case of a vehicle, an export report, in the report. 
prescribed form: 

Provided that if the agent of the person in charge of the convey-
is ance fUi'ltiShes such security as the proper officer deems sUfficient 

for dUly delivering within seven days from tlhe date of departure of 
the conveyance the export manifest or the export report, as the case 
may be, the proper officer may (subject to such rules as the CentraI 
Government may make in this behBif) accept such manifest or report 

20 within the aforesaid period. -
(2) The person delivering the export manifest or export report shall 

at the foot thereof make and subscribe to a declaration as to the truth 
of its contents. 

(3) If the proper officer is satisfied that the export manifest or 
2S export report is in any way incorrect or incomplete and that tht're 

was no fraudUlent intention, he may permit such manifest or report 
to be amended or supplemented. 

42. (1) The person-in-charge of a conveyance which has brought No convey-
any imported goods or has loaded any export goods at a customs sta-::t leave 

30 tion shall not cause or permit the conveyance to depart from that written 
customs station until a written order to that effect has been given by order. 

35 

45 

the proper officer. 
(2) No such order shall be given until-

(a) the person-in-charge of the conveyance has answered the 
questions put to him under section 38; 

(b) the provisions of section 41 have been complied with; 
(c) the shipping bills or bills of export, the bills of tranship-

ment, if any, and such other documents as the proper officer may 
require have been delivered to him; 

(d) all duties leviable on any stores consumed in such 
conveyance, and all charges and penalties due in respect of such 
conveyance or from the person,;,in-charge thereof have been paid 
or the payment secured by such guarantee or deposit of sucll 
amount as the proper officer may direct; 

(e) the person-in-charge of the conveyance has satisfied the 
proper officer that no penalty is leviable on him under section 116 

1967 (B) LS-4. : 
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is 
or the payment of any penalty that may be levied upon him 
under that section has been secured by such guarantee or deposit 
of such amount as the proper officer may direct; 

(f) in any case where any export goods have been loaded 
without payment of export duty or in contravention of any provi- S 
s~on of this Act or any other law for the time being in force 
relating to export of goods,-

(i) such goods have been unloaded, or 
(ii) where the Assistant Collector of Customs is satisfied 

that it is not practicable to unload such goods, the person- 10 
in-charge of the conveyance has given an undertaking, secw'-
ed by such guarantee or deposit of such amount as the proper 
otlicer may direct, for bringing back the goods to India. 

43. (1) The provisions of sections 30, 41 and 42 shall not apply to 
a vehicle which carries no goods other than the luggage of its 15 

conveyances occupants. 
~~:i.f:~a~~ (2) The Central Government may, by notification in the Official 
tbi, Chapter. Gazette, exempt the following classes of conveyances from all or any 

of the provisions of this Chapter-
(a) conveyances belonging to the Government or any foreign 20 

Government; 
(b) vessels and aircrafts which temporarily enter India by 

rl;;ason of any emergency. 

CHAPTER VII 

CLEARANCE OF IMPORTED GOODS AND EXPORT GOODS 

Chapter not 44. The provisions of this Chapter shall not apply to (a) baggage, 
:'::~Y an~ and (b) good,S imported or to be exported by post. 
~:':~I. Clearance oj imported goods 
Restrictions 45. (1) Save as otherwise provi,ded in any law for the time being :s c::J.. in force, all imported goods unloaded in a customs area shall remain 30 
oflmportea in the custody of such person as may be approved by the Collector 
luoda. of Customs until they are cleared for home consumption or are ware-, 

hOUSed or are transhipped in accordance with the provisions of 
Chapter VIII. 

Entry of 
pd_ on 
.mportltion 
I 

(2) The person having custody of any imported goods in a customs 3S 
area, whether under the provisions of sub-section (1) or under any 
law for the time being in force,-

(a) shall keep a record of such goods and send a copy thereof 
to the proper officer; 

(b) shall not permit Such goods to be removed from the cus-
toms area or otherwise dealt with, except under and in accord- 40 

ance with the permission in writing of the proper officer. 

46. (1) The importer of any goods, other than goods intended for 
transit or transhipment, shall make entry thereof by presenting to the 
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.proper officer a bill of entry for home consumption or warehousing in 
the prescribed form: -Provided that if th~,importer makes and subscribes to a declaration 
before the proper officer, to the effect that he is unable for want of 

5 full information to furnish all the particulars of the goods required 
under this sub-section, the proper officer may, pending th~ produc-
tion of such information, permit him, previous to the entry 
thereof (a) to examine the goods in the presence of an officer of 
customs, or (b) to deposit the goods in a public warehouse appointed 

10 under section 57 without warehousing the same. 
(2) Save as otherwise permitted by the proper officer, a bill of 

entry shall include all the goods mentioned in the bill of lading or 
other receipt given by the carrier to the consignor. 

(3) A bill of entry under sub-section (1) may be presented at any 
IS time after the delivery of the import manifest or import report as the 

case may be: 
Provided that the Collector of Customs may in any special circum-

stances permit a bill of entry to be presented before the delivery of 
s\lch manifest or report. , 

20 (4) The importer while presenting a bill of entry shall at the foot 
thereof make and subscribe to a declaration as to the truth of the 
content!!! of such bill of entry and shall, in support of such declaration, 
produce to the proper officer the invoice. if any. relating to the 
imported goods. 

25 (5) If the proper officer is satisfied that the interests of revenue 
are not prejudicially affected and' that there was no fraudulent 
intention, he may permit substitution of a bill of entry for home 
eonsumption for a bill of entry for warehousing or vice-versa. 

47. Where the proper officer is satisfied that any goods entered for Clearance of 
30 home consumption are not prohibited goods and the importer has ~~: :~_ 

paid the import duty, if any, assessed thereon and any charges pay- lumption. 
able UDder this Act in respect of the same, the proper officer may 
make an order permitting clearance of the goods for home consump-
t·ion. 

35 48. If any • • goods brought into India from a place· outside India Procedure in 
are not eleared for home consumption or warehoused or transhipped ~!&~ot 
within two months from the date of the unloading thereof at a CllS- cleared, d 
toms station or within such further time as the proper officer may :-~!~~~ip= 
allow or if the title to any imported goods is relinquished, such goods ped with!~ 

40 may, after notice to the importer anlWTth the permlssion of the pro- !fte:n~l-
per officer be sold by the person having the custody thereof: loadlnJ· 

Provided that-
(a) animals, perishable goods and hazardous goods, may, with 

the permission of the proper officer, be sold at any time: 
45 ~b) arms and ammunition· • • may be sold at such time 

and place and in such manner as the Central Government may 
direct. 
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I Explanati('tn.-In this section, "arms" and "ammunition" have the 
meanings respectively assigned to them in the Arms Act, 1959. '" of 1959. 

49. Where in the case of any imported goods, whether dutiable or 
not, entered for home consumption, the Assistant Collector of Cus-
toms is satisfied on the application of the importer that the goods S 
cannot be cleared within a reasonable time, the goods may, pending 
clearance, be permitted to be stored in a public warehouse, or in a 
private warehouse if facilities for deposit in a public warehouse art~ 
not available; but such goods shall not be deemed to be warehoused 
goods for the purposes of this Act, and accordingly the provisions of 10 
Chapter IX shall not apply to such goods. 

Clearance of export goods 
50. (1) The exporter of any goods shall make entry thereof by 

presenting to the proper officer in the case of goods to be exported 
in a vessel or aircraft, a shipping bill, and in the case of goods to be IS 
exported by land, a bill of export in the prescribed form. 

(2) The exporter of any goods, while presenting a shipping bill or 
bill of export, shall at the foot thereof make and subscribe to a 
declaration as to the truth of its contents. 

51. Where the proper officer is satisfied that any goods entered for 0 
export are not prohibited goods and the exporter has paid the duty, 
if any, assessed thereon and any charges payable under this Act in 
respect of the same, the proper officer may make an order permitting 
clearance and loading of the goods for exportation. 

CHAPTER VIn 
GOODS IN TRANSIT 

521. The provisions of this Chapter shall not apply to 
(b) goods imported by post, and (c) stores. 

(a) baggage, 

53. Snbject to the provisions of section 11, any goods imported in 

25 

a vessel or aircraft and mentioned in the import manifest as for 30 
transit in the same vessel or aircraft to any port or airport outside 
India or any customs port or customs airport may be allowed to be 
so transitted without payment of duty. 

54. (1) Where any goods imported into a customs port or customs 
airport are intended for transhipment, a bill of transhipment shall 35 
be. presented to the proper officer in the prescribed form. 

(2) Subject to the provisions of section 11-
(a) where any goods imported into a customs port are 

mentioned in the import manifest as for t~al).shipm,eJ:l.t to any 
port outside India, ot' 4 
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(b) where any goods imported into a customs airport are 

, mentioned in the import manifest as for transhipment to any 
airport outside India, 

such goods may be allowed to be so transhipped without payment 
5 of duty. 

(3) Where any goods imported into a customs port or a customs 
airport are mentioned in the import manifest as for .transhipment-

(a) to any major port as defined in the Indian Ports Act, 
1908, or the customs airport at Bombay, Calcutta, Delhi or Madras, 

10 or any other. customs port or customs airport which the Board 
may, by notification in the Official Gazette. specify in this behalf, 
or 

IS 
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(b) to any other customs port or customs airport, and the 
proper .()fficer is satisfied that the goods are bona fide intended 
for transhipment to such customs port or airport, 

the proper officer may allow the goods to be transhipped, without 
payment of duty, subject to such conditions 8S may be prescribed 
for the due arrival of such goods at the customs port o~ customs 
airport to which transhipment is allowed. 

55. Where any goods are allowed to be transitted under section 53 Entry, ~c., 
or transhipped under sub-section (3) of section 54 to any customs: ::!~f~~d 
port or customs airport, they shall, on their errival at such port or pe~ goods on 

airport, be liable to duty and shall be entered in like manner as goods :::::!:tport 
are entered on the first importation thereof and the provisions of this o~ CUStOlDl 

25 Act and any rules and regulations shall, so far as may be, apply in llU'port. 

relation to such goods. 
58. Imported goods may be transported without payment of duty Tran.sport of 

from one land customs station to another. and any goods may be ~:~ of 
transported from one part of India to another part through any ,oods sub-

30 foreign territory, subject to such conditions as may be prescribed ~C:cr~bed 
for the due arrival of such goods at the place of destination. conditions. 

CHAPTER IX 
WAREHOUSING 

57. At any warehousing station, the Assistant Collector of Customs Appoin~ing 
35 may appoint public warehouses wherein dutiable goods ·may be ~Fe:~el. 

deposited without payment of duty. 
58. (1) At any warehousing station, the Assistant Collector of Li~ling of 

, h h' d t· bi d prlvate Customs may license private ware o,uses w erem u la e goo S warehouses. 
imported by or on behalf of the licensee, or any other imported 

40 goods in respect of which facilities for deposit in a public warehouse 
are not available, may be deposited without payment of duty. 

(2) The Assistan~ Collector of Customs may cancel a licence 
granted under sub-section ( 1)-

'(a) by giving one month's notice in writing to the licensee; or 
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(b) if the licensee has contravened any provision of this ,Act 
or the rules or regulations or committed breach of any of the 
conditions of the licence: 

Provided that before any licence is cancelled under clause (b), 
the licensee shall be given a reasonable opportunity of being heard. 5 

(3) Pending an enquiry whether a licence granted under sub-
section (1) should be cancelled under clause (b) of sub-section (2), 
the Assistant Collector of Customs may suspend the licence. 

WarehouaiDI st. (1) The importer of any dutiable goods which have been 
boad. entered for warehousing and assessed to duty under section 17 or 10 

section 18 shall execute a bond binding himself in a sum equal to 
twice the amount of the duty assessed on such goods,'-: 

(a) to observe all the provisions of this Act and the rules 
and regulations in respect of such goods; 

(b) to pay on or before a date specified in a notice of demand 15 
all duties. rent and charges claimable on account of such goods 
under this Act. together with interest on the same from the date 
so specified at the rate of six per cent. per annum or such other 
rate as is for the time beirig fixed by the Board; and 

(e) to discharge all penalties incurred for violation of the 20 
provisions of this Act and the rules and regulations in respect of 
such goods. 

(2) For the purposes of sub-section (1), the Assistant Collector of 
Customs may permit an importer to enter into a general bond in 
such amount as the Assistant Collector of Customs may approve in 25 
respect of the warehousing of goods to be imported by him within a 
specified period. 

(3) A bond executed under this section by an importer in respect 
of any goods shall continue in force notwithstanding the transfer 
of the goods to any other person or the removal of the goods to 30 
another warehouse: 

Provided that where the whole of the goods or any part thereof 
are transferred to another person, the proper officer may accept' a 
fresh bond from the transferee in a sum equal to twice the amount 
of duty assessed on the goods transferred and thereupon the bond 35 
executed by the transferor shall be enforceable only for a sum 
mentioned therein less the amount for which a fresh bond is accepted 
from the transferee. 

Permiasion 60. When the provisions of section 59 have been complied with in fe' ~os!t respect of any goods, the proper officer may make an order permit. 40 
: ~~~. ting the deposit of the goods in a warehouse without payment of duty. 
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61. Any warehoused goods may be le~t in the warehouse in which Period toi 
they are deposited or in any warehouse" to which they may be which 
removed, till the expiry of three years after the date on which the:=.o may 
proper officer made an order under section 60 permitting the deposit warehoused. 

5 of the goods in a warehouse: . 
Provided that-

(i) in the case of any goods which are likely to deteriorate, 
the aforesaid period of three years may be reduced by the 
Collector of Customs to such shorter period as he may deem fit; 

10 (ii) in the case of any goods which are not likely to 
deteriorate, the aforesaid period of three years may, on sufficient 
cause being shown, be extended by the Collector of C~stoms for 
a period not exceeding one year and -by the Board for such 
further period as it may deem fit: 

15 Provided further that when the licence for any private warehouse 
15 cancelled, the owner of any goods warehoused therein shall, 
within seven days from the date on which notice of such cancella-
tion is given or within such extended period as the proper officer 
may allow, remove the goods from such warehouse to another ware-

20 house or clear them for home consumption or exportation. 

62. (1) All warehoused goods shall be subject to the control of the Control 
proper officer. over ware-

housed 
(2) No person shall enter a warehouse or remove any goods there-goods. 

from without the permission of the proper officer. 
2S (3) The proper officer may cause any warehouse to be locked with 

the lock of the Customs Department and no person shall remove or 
. break such lock. 

(4) The proper officer shall have access to every part of a ware-
house and power to examine the goods therein. 

30 83. (1) The owner of any warehoused goods shall pay to the Payment of 
warehouse-keeper rent and warehouse charges at the rates fixed =~ 
under any law for the time being in force or where no rates are so charges. 
fixed, at· such rates as may be fixed by the Collector of Customs. 

(2) If any rent or warehouse charges are not paid within ten drays 
3S from the date when they became due, the ",warehouse-keeper may, 

after notice to the owner of the warehoused goods and with the 
permission of the proper officer cause to be sold. (any transfer ot the 
warehoused goods notwithstanding) such sufficient portion of the 
goods as the warehouse-keeper may select. 

40 6C. With the sanction of the proper officer and on payment of the qwncr's 
prescribed fees, the owner o~ any goods may either before or after d::rwl:h 
warehousing the same-- warehoused 

,oods. 
(a) inspect the goods; 



(b) separate damaged or deteriorated goods from the rest; 
(c) sort the goods or change their containers for the purpose 

of preservation, sale, export or disposal of the goods; 
(d) deal with the goods and· their containers in such manner 

as may be necessary to prevent loss or deterioration or damage 5 
to the goods; 

(e) show the goods for sale: or 

(I) take samples of goods without entry for home consump-
tion, and if the proper officer so permits, without payment of 
duty on such samples. 10 

Manufacture 65. (1) With the sanction of the Assistant Collector of Customs 
~~r:s and subject to such conditions and on payment of such fees as may 
in relatio~ be prescribed, the owner of any warehoused goods may carryon !Ow=!::. any manufacturing process or other operations in. the warehouse in 

relation to such goods. 15 

(2) Where in the course of any operations permissible in rela-
tion to any warehoused goods under sub-section (1), there is any 
waste or refuse, the following provisions shall apply:-

(a) if the whole or any part o~ the goods resulting from such 
operations are exported, import duty shall be remitted on the 20 
quantity of the warehoused goods contained in so much of the 
waste or refuse as has arisen from the operations carried on in 
relation to the goods exported: 

Provided that such waste or refuse is either destroyed or' duty 
is paid on such waste or refuse as if it had been imported into 25 
India in that form; 

(b) if the whole or any part of the goods resulting from such 
operations are cleared from the warehouse for home consump-
tion, import duty shall be charged on the quantity of the ware-
housed goods contained in so much of the waste or refuse as has 30 
arisen from the operations carried on In relation to the goods 
cleared for home consumption . . 

Power to 66. If any imported materials are used in accordance with the 
~~ prOVisions o~ section 85 for the manufacture of any geods and the 
:!.teriala rate of duty leviable on the imported materials exceeds the rate of 35 
med~ duty leviable on such goods, the Central Government, if satisfied :r:oodJ in that in the interests of the establishment or development of an, 
warehouse. domestic industry it is necessary so to do, may, by notification in 

the Official Gazette, exempt the imported rr~tpria18 .frC)JD tbe whole 
or part of the excess rate of duty. 40 



n. The owner of any warehoused goods may, with the permissioD, R.~lor 
of the proper officer, remove them from one warehouse to another, ~d~ 
without payment of duty. subject to such conditions as may· be hOUIe to· 
prescribed for the due arrival of the warehoused goods at the anothCl'. 

S warehouse to which removal is permitted. 

88. The importer of any warehoused goods may clear them for Clca~nce dor 
h . 'f ware ouse ome consumptIon 1 - goods for 

() '11 f h . . home con-a a bI 0 entry for ome consumptIon tn respect of such lumption. 
goods has been presented in the prescribed form; 

10 (b) the import duty leviable on such goods and all penalties, 
rent. interest and other charges payable in respect of snch goodl 
have been paid: and 

(c) an order for clearance of such goods for home COIl-
aumption has been made by the proper officer. 

15 89. (1) Any warehoused ~oods may be exported to a place outside ~~ of 
India without payment of import duty if- ;:d. foI ex-

ortation. 
(a) a shipping bill or a bill of export has been presented in P 

respect of such goods in the prescribed form; 

(b) the export duty. penalties. rent. interest and other 
ao charges payable in respect of such goods have been paid; and 

eel an order for clearance of such goods for exportation has 
been made by the proper officer. 

(2) Notwithstandin'f anythinS{ contained in sub-section (ll, iftbe 
Ceontral Government is of opinion that warehoused ~oods of any 

25 specified description ere likely to be smuggled back into India, It 
may. by notification in the Official Gazette, direct that such ~oods 
shall net be exported to any place outside India without payment of 
duty or may be alJowed to be so exported subject to such restrictions 
and conditions as may be specified in the notification. 

30 70. (1) When any warehoused goods to which this section applies ADowance in 
are at the time of dp.1ivery from a warehouse found to be deficient ':J:e~,,::Ja­
in quantity on account of natural loss. the Assistant Collector of 
Customs may remit the duty on such deficiency. 

(2) This section app1i~s to such warehousp.d ronds as thE" Central 
35 Government havfn.r regard to the volatility of the roods and the 

manner of thefr storage, may, by notification in the Oftlefal Gazette. 
specify. 

71. No warehoused goods shall be taken out of a warehouse except Good. not 
on elearanee for home eonsumntion or re-exporlation, or for removal to beftakett 

I'" out 0 ware-
40 to another wareb()uI!Ie, or as otherwise provided by this Act. house except 

•• proYided 
by tbfl Act. 

1987 (:8) LS-5. 
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12. (1) In any of the following cases, that is to say,-

(a) where any warehoused goods are removed from a ware-
house in contravention of section 71; 

(b) where any warehoused goods have not been removerl 
from a warehouse at the expiration of the period during which 5 
such goods are permitted under section 61 to' re~ain in a ware-
house; 

(c) where any warehoused goods helve been taken under sec-
tion 64 as samples without payment of duty; 

(d) where any goods in respect of which a bond has been 10 
executed under section 59 and which have not been cleared for 
home consumption or exportation are not duly accounted for to 
the satisfaction of the proper officer; 

the proper officer may demand. and the owner of such goods shall 
f(')rthwith pay. the full amount of duty chargeable on account of such IS 
goods together with all penalties, rent, interest and other charges 
payable in respect of such goods. 

(2) If any owner fails to pay any amount demanded under sub-
section (1), the proper officer may. without prejudice to any other 
remedy. cause to be detained and sold, after notice to the owner (any 25 
transfer of the goods notwithstanding) such sufficient portion of his 
good!':, if any, in the warehouse, as the said officer may select. 

CIDceIIadoa 73. When the whole of the goods covered by any bond executed :rs ~ undE'r section 59 have been cleared for home consumption or exported 
lDJ boGd. or arE' otherwise duly accounted for. and when all amounts due on 25 

account of such goods have been paid, the prQper officer shall cancel 
the bond as discharged in full. and shall on demand deliver it, so 
cancelled, to the person who has executed or is entitled to receive 
it. 

CHAPI'ER X 

DRAWBACK 

Drawback ' 74. (1) When any goods capable of being easily identified which 
~~-=~ c:l ba~e be~n impor.ted into India and upon which any duty has been 
dutJ-palcI pald on lmportatIon, are exported to any place outside India, ninety-
looila. eight per cent. of such duty shall, except as otherwise hereinafter 

30 

provided, be re-paid as drawback, if-
(a) the goods are identified to the satisfaction of the Assist- 3S 

ant Collector of Customs as the goods which were imported; and 
(b) the goods are entered for export within two years from 

the date of payment of duty on the importation thereof. 



Provided that in any particular case the aforesaid pe:riod of two 
years· may, on sufficient cause being shown, be extended by the Board. 
by such further period as it may deem fit. 

S (2) Notwithstanding anything contained in sub-section (1), the 
rate of drawback in the case of goods which have been used after the 
import,Uon thereof shall be such as the Central Government, having 
regard to the duration of use, depreciation in value and other relevant 
circumstances, may, by notification in the Official Gazette, ftx. 

(.1) The Board may make regulations for the purpose of carrying 
10 out the provisions of this section and, in particular, such regulations 

may-

IS 
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«(I) provide for the manner in which the identity of goods 
imported in different consignments which are ordinarily stored 
together in bulk, may be established; 

(b) specify the goods which shall be deemed to be Dot cap-
able of being easily identified. 

(4) For the purposes of this section-
«(I) goods shall be deemed to have been entered for export 

on the date with reference to which the rate of duty is calculated 
under section 16; 

(b) in the case of goods assessed to duty provisionally under 
~.ection 18, the date of payment of the provisional duty.shall be 
deemed to be the date of payment of duty. 

. ':5. (1) Where it appears to the Central Government that in respectDrawbact_ 
2S of goods of any class or description manufactured in India and ex-impo~ 

POl'tt'd, to any place outside India, a drawback should be allowed of::: the 
duties of customs chargeable under this Act on any imported mat.e- ~ma:lUr. 
rish; of a class or description used in the manufacture of such goods, whi~o .~e 
the Central Government may, by notification in the Official Gazette, esponcL 

30 chrect that drawback shall be allowed in respect of such goods in 
accordance with, and subject to, the rules made under s~b-seCtioD (2). 

(2) The Central Government may make rules for the purpose of 
Cllrrying out the provisions of sub-section (1) and, in particular, such 
rules may provide-

3S «(I) for the payment of drawback equal to the mount of duty 
actually paid on the imported materials used in the manufacture 
of the goods or as is specified in the rules as the average amount 
of duty paid on the materials of that class or description used in 
the manufacture of goods of that class or description either by 

4:) manufacturers generally or by any particular manufacturer; 
(b) for the production of such certificates, documents and 

other evidence in support of each claim or drawback as may be 
necessary; 
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(e) for requiring the manufacturer to give acc_ to every 

part of his manufactory to any officer of customs specially autho-
rised in thiS behalf by the Assistant Collector of CustoDIa to 
enable B',leh authorised officer to lDspect the processes of 
manufacture and to verify by actual check or otherwise the 5 
statements made in support of the claim for drawback. 

76. (1) Notwithstanding anything hereinbefore cont~ined, DO draw-
back shall be allowed-

(a) in respect of any goods which are required under the 
regulations to be included in the export manifest or export report 10 
and are not so included; 

(b) in respect of any goods the market-price of which js leu 
than the amount of drawback due thereon; 

(c) where the drawback due in respect of any goods is less 
than five rupees. 15 

(2) Without prejudice to the provisions of sub-section (1), if the 
Central Government is of opinion that goods of any specified descrip-
tion in respect of which drawback may be claimed under this Chapter 
are likely to be smuggled back into lndia, it may, by notitication in 
the Official Gazette, direct that drawback shall not be allowed in 20 
respect of such goods or may be allowed subject to such restrictions 
and conditions as may be specified in the notification. 

CHAPTER XI 
SPECIAL PROVISIONS REGARDING BAGGAGE, GOODS IMPORTED OR EXPORTSD 

BY POST, AND STORES 25 

Baggage 

DealaadoD 71. The owner of any baggage shall, for the purpose of clearing =-=r of it. me.ke a declaration of its cont.ents to the proper officer. 
Determina-
tion of rate 
of duty and 
tariff valua-
tion in rea-
pect of 
balPse· 
Bo"" foU 
baltap 
aempted 
60m duty.,' 

78. The rate of duty and tariff valuation, if any, applicable to 
baggage shall be the rate and ValuatIon in force on the date on 30 
which a declaration is made in respect of such baggage under section 
77. 

79. (1) The proper officer may, subject to any rules made under 
5:la-section (2), pass free of duty-

(a) ~y article in the baggage of a passenger or a member 35 
of the crew in respect of which the said officer is satisfied that it 
has been in his use for such minimum period as may be specifted 
in the rules; 

. (b) any a.rticle in t~e ba.ggage of a passenger in respect of 
which the said o4ftcer IS satIsfied that it is for the use of the 
pa&senger or his family or is a bona fide gift or souvenir; provided 40 
that the value of each such article and the total value of all such 



articles does not exceed such limits as may be specified in th~ 
rules. 

(2) The Central Government may make rules for the purpose uf 
carrying out the provisions of this section and, in particular, such 

S rules may specify- .-

10 

(a) the minimum period for which any article has been used 
by a passenger or a member of the crew for the purpose of clause 
(a, of sub-sectlon (1); 

(b) the maximum value of any individual article and the 
maximum total value of all the articles which may be passed free 
of duty under clause (b) of sub-section (1); 

(c) the conditions (to be fulfilled before or after clearance) 
subject to which any baggage may be passed free of duty. 

(3) Different rules may be made under sub-section (2) for different 
15 classes of persons. 

SO Where the baggage of a passenger contains any article which Tem~rary 
is dutiable or the import of which is prohibited and in respect of ~:~~~~ of 
whicn a true declaration has been made under section 'i7, the proper 
officer may. at the request of the passenger, detain such article for 

20 the purpose of being returned to him on his leaving India. 

81. The Board may make regulations - ~egulation. , an respect 
(a) providing for the manner of declaring the contents of any of baggage. 

baggage; 

(b) providing for the custody, examination, assessment to 
25 duty and clearance of baggage; 

(c) providing for the transit or transhipment of baggage from 
ODe customs station to another or to a place outside India 

Goods imported or exported by post 
82. In the case of goods imported or exported by post, any label ~b~or 

30 or declaration accompanying the goods, which contains the- descrip- .!'m~:~­
tion, quantity and value thereof, shall be deemed to be an entry for iDlbgOOdS t to e trea-
import or export, as the case may be, for the purposes of this Act. ed .a entry. 

83. (1) The rate of duty and tariff-value, if any, applicable to any Rate of. duty 
goods imported by post shall be the rate and valuation in force on ~:ti~~ln 

35 the date on )Vhich the postal authorities present to the proper officer respect 
a I1st containing the particulars of such goods for the purpose of r~po~J!r 
assessing the duty thereon: exported by 

post. 
Provided that if such goods are imported by a vessel and the Ust 

af the goods containing the particulars was presented before the date 
40 of the arrival of the vessel, it shall be deemed to have been presented 

on the date of such anival. 
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80 
(i) The rate of duty and tariff value, if any, applicable to an) 

goods exported by post shall be the rate and valuation in force on 
the date on which the exporter delivers such goods to the postal 
authorities for exportation. 

84. The Board may make regulations providing for- 5 
(a) the form and manner in which an entry may be made ill 

respect of any specified class of goods Imported or to be exported 
b}' post, other than goods which are accompanied by a label or 
declaration containing the deSCription, quantity and value thereof; 

(b) the examination, assessment to duty, and clearance of 10 
good~ imported or to be exported by post; 

(c) the transit or transhipment. of goods imported by post, 
fi"om one customs station to another or to a place outside India. 

Stores 
85. Where any imported goods are entered for warehousing and IS 

the Importer makes and subscribes to a declaration that the ~oods 
are to be supplied as stores to vessels or aircrafts without payment 
of import duty under this Chapter, the proper officer may permit the 
goods to be warehoused without the goods being assessed to duty. 

Trans~t and 86. (1) Any stores imported in a vessel or aircraft may, without 20 
~r:::~ent payment of duty, remain on board such vessel or aircraft while it is 

in India. 
(2) Any stores imported in a vessel or aircraft may, with the per· 

mission of the proper officer, be transferred to any vessel or aircraft 
as stores for consumption therein as provided in section 87 or section 25 
90. 

Imported 87. Any imported stores on board a vessel or aircraft (other than 
b~o::U:ed stores to which section 90 applies) may, without payment of duty, 
on ~oard ~ be consumed thereon as stores during the period such vessel or alr-
forelgn-goang f f' . 1 air aft. vessel or cra t IS a orelgn-gomg vesse or cr 30 
aircraft. 

Arpli~tion 88. The provisions of section 69 and Chapter X shall apply to stores 
~n:C~~:~ (other than those to which section 90 applies) as they apply to other 

. X to stores. goods, subject to the modifications that-
(a) for the words "exported to any place outside India" or 

the word "exported", wherever they occur, the words "taken on 35 
board any foreign-going vessel or aircraft as stores" shall be 
substituted; 

(b) in the case of drawback on fuel and lubrioating oil taken 
on board any foreign-going aircraft as stores, sub-section 
(1) of section 74, shaH have effect as if for the words "ninety-
eight per cent.", the wordS "the whole" were substituted. 40 



81 
89. Goods produced or manufactured in India ami require.d as Stores to be 

stores on any foreign-going vessel or aircraft may be exported free of ~:t 1u~~ 
duty in such quantities as the proper officer may determine, having Y 
regard to the size of the vessel or aircraft, the number of passengers 

, and crew and the length of the voyage or journey on which the vessel 
:lr aircraft is about to depart. 

90. (1) Imported stores specified in sub-section (3) may without ~oncession'f 
. " In respect 0 payment of duty be consumed on board a S~l1P of the Indian Navy. imported 

stores for 
(2) The provisions of section 69 and Chapter X shall apply to the Navy. 

10 stores specified in SUb-section (3) as they apply to other goods, subject 
to the modifications that-

(a) for the words "exported to any place outside India" or 
the word "exported" wherever they occur, the words "taken on 
board a ship of the Indian Navy" shall be substituted; 

IS (b) for the words "ninety-eight per cent." in sub-section (1) 
of section 74, the words "the whole" shall be substituted. 

(3) The stores referred to in sub-sections (1) and (2) are the 
!ollowing: -

(a) stores for the use of a ship of the Indian Navy; 
20 (b>' stores supplied free by the Government for the use of the 

crew of a ship of the Indian Navy in accordance with their 
conditions of service. 

CHAPTER XII 

PROVlSIONS RELATING TO COASTAL GOODS AND VESSELS CARRYING COASTAL a, GOODS· 

II. The provisions of this Chapter shall not apply to baggage and ChaPte)r not 
• to app y to 

5 tores. Mlgage and 
stores. 

9Z. (1) The consignor of any coastal goods shall make an entry Bntry of 
thereof by presenting to the proper officer a bill of coastal goods In :':,~:.) 

30 the prescri~ed form. 
(2) Every such consignor while presenting a bill of coastal goods 

shall, at the foot thereof, make and subscribe to a declaration as to 
the truth of the contents of such bill. 

93. The master of a vessel shall not permit the loadin~ of any Coastal 
35 coastal goods on the vessel until a bill relating to such goods pre- ~~1~d:J to 

sen ted under section 92 has been passed by the proper officer and until bill re-
• latina tberet(' has been dehvered to the master by the consignor. is passed. 

elC. 
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Clearance of M. (1) The master of a vessel carrying any coastal goods shall 
COIlstal.goodl carry on board the vessel all bills relating to such goods delivered to 
:~:.estl.na. him under section 93 and shall, immediately on arrival of the vessel 

Master of 
• cCMUtinl 
yesscl to 
carry an 
advice boot. 

at any customs or coastal port, deliver to the proper officer of that 
port all bills relating to the goOds which are to be unloaded at that S 
port. 

(2) Where any coastal goods are unloaded at any port, the proper 
officer shall permit clearance thereof if he is satisfied that they are 
entered in a bill of coastal goods delivered to him under sub-section 
(1). to 

95. (1) The master of every vessel carrying coastal goods shall be 
supplied by the Customs authorities with a book to be called the 
"advice book". 

(2) The proper officer at each port of call by such vessel shall 
make such entries in the advice book as he deems fit, relating to IS 
the goods loaded on the vessel at that port. 

(3) The master of everY such vessel shall carry the advice book 
on board the vessel and shall on arrival at each port" of call deliver 
It to the proper officer at that port for his inspection. 

Loadin.1 and 96. No coastal goods shall be loaded on. Or unloaded from, any 20 
~:~11D1 of vessel at any port other than a customs port or a coastal port appoint. 
laool at ed under section 7 for the loadin~ or unloading of such goods. 
cutoml pon .. 
or coutal 
port onl,. 
No coasting 97. (1) The master of a vessel which has brought or loaded any 
k:1.out coastal goods at a customs or coastal port shall not cause or permit 
written the vessel to depart from such port until a written order to that 2S 
order. effect has been given by the proper officer. 

(2) No such order shall be given until-

(a) the master of the vessel has answered the questions put 
to him under section 38; 

(b) all charges and penalties due in respect of that vessel or 30 
from the master thereof have been paid or the payment secured 
by such guarantee or deposit of such amount as the proper officer 
may direct; 

(c) the master of the vessel has satisfied the proper officer 
that no penalty is leviable on him under section 116 or the pay. 35 
ment of any penalty that may be levied upon him under that 
section has been secured by such guarantee or deposit of such 
amount as the proper officer may direct; 

(d) ~he provisions of this Chapter and any rules and rE'gula-
lions relating to coastal goods and vessels carrying coastal goods 0 
have been complied with. 4 
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ii. (i) Sections 33, 34 and 36 shall, so far as may be; apply to !lpJ1cation 

coastal goods as they apply to imported goods ar expcm goods. pr~=. 
ofthfa Act 

(2) Sections 37 and 38 shall, so far as may ·be, apply to vessels to coU~ 
carrying coastal goods as they apply to vessels earrying imported goocU, etc. 

S goods or export goods. 

(3) The Central Government may, by notification in the Official 
Gazette, direct that all or any of the other provisions of Chapter VI 
and the provisions of section 45 shall apply to coastal goods or 
vessels carrying coastal goods subject to such exceptions aild modi-

10 ftca.tions as may be specified in the notification . 

•. The Central Government may make rules for....... Po"er to 
iDIke rule. 

(a) ,preventing the taking out of India of any coastal goodJ : :::: 
the export of which is dutiable or prohibited under this A~ 01' SOOd~ and 
any other law for the time being in farce; =~ 

IS (b) preventing, in the case of a vessel carrying coastal goods 
as well as imported or export goods, the sUlbstitution of imported 
or export ,goods by coastal goods. 

CHAPTER XIII 

SEARCHES, SEIZURE AND ARREST 

ao 100. (1) If the proper officer has reason to believe that any pel'llOn Power to 
to whom this section applies has secreted about his person, any goods ;:r~ ;:: 
liable to confiscation or any documents relating thereto, he may 80nl l e,!tcrina 

or eavma search that person. India, ere. 

(2) This section applies to the following persons, namely:-

25 (a) eny .person who has landed from or is about to board or 
is on ·board any vessel within the Indian customs waters; 

(b) any person who has landed f,rom or is about to boud, 
or Is on board a foreign-going :aircraft; . 

(c) any person who has got out of, or is about to get into, or 
30 11 in, a vehicle, which has arrived from, or is to proceed to any 

place outside India; 

(d) any person not included in clause (4) I (b) or (c) who 
has' entered or is about to leave lDdia; 

(e) any person in a customs area. 
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1&1. (l~ Without prejudice to the provisions of section 100, if .n 

ofB~ -of' cusioms empowered in this behalf by general or Special 
order of the Collector of Customs, bas reason to believe that any 
person has secreted about his person any goods of the description 
.peeified. in sub-eection (2) which are liable to confiscation, or docu- , 
ments relating thereto, he may search that person. 

(~) The goods referred to in sub-section (1) are the folIowing:-
(4) ,01.; 
(b) c:U.amo_: 
(c) manufa~urea of gold or diamonds; JO 

(d) watches; 
(e) any other class of goods which the Central Government 

may, by notification in the Official Gazette, specify. 

'ehonuo be 102. (1) When any officer of crustoms is about to search any person 
sear~bed may under the provisions of section 100 or section 101, the ofBcer of I' 
req1lll't to • k him i"'1.. t be taken customs shall, if such person so requlres, ta e w L:UOU unnecN-
before ffi gazetted sary delay to the nearest gazetted 0 cer of customs or magistrate. 
officer of 
cllltoms or 
magistrate. 

(2) If such requisition is made, the officer of customs may detain 
the person making it until he can bring him before the gazetted 
officer of customs or the magistrate. 20 

(3) The Gazetted Officer of Customs or the magistrate before 
whom any such person is brought shall, if he sees no reasonable 
ground for search, forthwith discharge the person ·but otherwise shall 
direct that search be made. 

(4) Before making a search under the proViisions of section 100 or 2S 
section 101, the officer of customs shall call upon two or more persom 
to attend and witness the search and may issue an order in writing 
to them or any of them so to do; and the search shall be made in the 
presence of such persons and. a list of all things seized in the course 
of such search shall be ,prepared by such officer or other person and 30 
signed by such witnesses. 

(5) No female shall • • be searched by anyone excepting a female. -
p.,,.erto 103. (1) Where the proper officer has reason to believe that any screen or -
X-ray bodies person referred to in sub-section (2) of section 100 has any goods 
of IUlpectedfj liable to conftscetion secreted inside his body, he may detain such 35 pefWORI or . 
detectin, person and produce hIm without unnecessary delay before the near-
secreted est magistrate. ,oads. 

(2) A magistrate before whom any person is brought under sub-
section (1) shall, if he s~ no reasonable ground for believing that 
such person has any such goods secreted inside his body, forthwith 40 discharsre such person. 
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• 
(8) Where eny such magistrate baa re8SQllable ground for believ-

ing that such person has any such goods secreted inside his body and 
the magistrate is satiliied that for the purpose of discovering such 
. goods it is necessary to have the body of such person screened or 

S · X-rayed, he may make an order to that effect. 

(4) Where a magist~te has made any onm- under sub--sect;fon 
. (3), in relation to any person, the proper officer shall, as soon. u 
praCticable, take such person before a radiologist possessing quali-
fications recognized by the Central Government for the purpose of 

10 this section, and such person shall allow the radiologist to screen 
or X-ray his body. 

(5) A radiologist before whom any person is brought under sub-
seCtion. (4) Idlall, after screen~g or X-raying the body Of such perllOD, 
forward his report, together with any X-ray pictures taken by him, 

'S to the magistrate without unnecessary delay. 
(6) Whet"e' on receipt of a report from a radiologist under sub-

section (5) or otherwise, the magistrate is satisfied that any person 
has any goods Ifable to confiscation secreted inside his body, he may 
direct that suitable action' for bringing out such gOods betaken on 

20 the advice and under the supervision of a registered medical pracU"; 
tioner and such person shall ,be bound to comply with such direction: 

Provided that in the case of a female no such action shall be 
taken except on the advice and under the superviSion of a female 
registered medtcal practitioner. 

25 (7) Where any' person is brought before a magistrate under this 
section,' such magistrate may for the purpose of enforcing· the pro-
visions of this section ordersueh person to be kept in such custody 
and' for such peribd as he may direct. 

(8) Nothing in this section shan apply to any person referred to 
30 in su1MJection (1), who admits that goods liable to ronfiscation are 

secreted inside his body, and .who voluntarily submits himself for 
sui18ble action being taken for bringing out such goods. 

ExpJan.ation.--:-For the purposes of this section, the expression 
"registered meddce1 practitioner" means. any perSon who. holds a 

35 qualification granted by an authority specifl.ed in the Schedule to 
~he Indl,n. Medical Degrees Act, 1916, or notified under section 3 of 
th,t Act, or by an euthority specified in any. of the Schedules to the 
Indian Medical Council Act, 1958. 

104. (1) If an ofBcer of customs empowered. in this behalf by Pow« to 
40 general or speci,al order of the CoNector of Customs has reason to arrest. 

believe that any person in India or within the Indian Customs wa.ters 
bis been guilty of an offence punisha.ble under section 135. he may 
arrest such' person and' BhaU, as soon· as may 'be, infonn him. of the 
grounds for such arrest. 
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(2) Every person arrested under sub--seet1on (1) shall, without 
llnnecessary delay, be taken to a magistrate. 

(3) Where an oftlcer of customs has arrested any person under 
sub-section (1), he shall, for the purpose of releasing web person OIl 
bail or otherwise, have the same powers and be subject to the s 
provisions as the officer-dncharge of a pOlice-station has and is subjed 
to under the Code of Criminal Procedure, 1898. 

(4) Notwithstanding anything con1ained in the Code of Criminal 
Procedure, 1898, an offence under this Act shall not 'be cognizable. 

105. (1) If the Assistant Collector of Customs, or in any area 10 
adj'Oining the land frontier or the coast of India an offtcer of customs 
specially empowered by name in 'this behalf by the Board, bas reason 
to believe that any .goods liable to confiscation, or any documents or 
thin~ which in his opinion will be useful for or relevant to any pr0-
ceeding under this Act, are secreted in any place, he may authorise 15 
any officer of customs to search or may hi-mself search for such roods, 
documents or things. . 

S of 1191. 

(2) The provisions of the Code of Criminal Procedure, 1898. relat- s or 1898. 
in:~ to searches shall, so far as may be, apply to searches under this 
section subject to the modification that sub-section (5) of section 1R5 20 

of the said Code shall have effect as if-for the word -"Matrtstrate", 
wl"iffl"eY'er iJt occurs, the words "CoRector of Customs" were whsti-
tuteci. i , 54 '. 

Power to 10ft (1) Where the 1'I'Ot)er officer bas reason to b",lipve that any 
::~ COD- Ri:rcraft. vehicle or animal in India or any vessel in India or Within 25 
"epDcel. the Indian customs waters l1IIls been, is beinll'. or is about to·be, usee! 

in the smul!l!'linl! of any l!oods or in the carriajl'@ of anv Ilond~ w'hldh 
hAve been smul!llled. he may at anv time stOD anv sueh vehfr.1e, Rnl-
mal or vessel or, in :the case of an meraft, compel it to land, lQ·nd-

. (a) rummage and search any part of the aircraft. vehicle or 30 vessel; . -.. ~., :- .. , --, .. , -,,-, 

(b) examine and search any goods in the eireraft, vehicle or 
vessel or on the animal; 

(el break open the lock of any door or nAckAIt~ fnor exflTdl-
inC!' the 'DOwers conferred by clausp.s (a) and (b), if the keys Il'e 35 
withheld. 

(2) Where for tlie purposes of sub-section (1)-
(a) it becomes necessary to smp any vessel or comnel any 

aircraft to land. it shall be lawful for any vessel or aircraft tTl the 
service of the Government while flvin~ hpr 1)l'oncor flu' anti "ny 4ct 
authority authorised in this behalf by the Central Government to 



l'Ill'nmon such vessel. to stop or the aircraft to land, by means of 
an international si~al, code or other recognized means, and there-
upon such vessel shall forthwith stop or such aircraft shall forth-
with land; and if it fails to do so, chase may be given thereto by 

, any vessel or aircraft as aforesaid and if after a gun is fired as a 
signal the vessel fails to stop or the aircraft fails to land, it may 
be fired upon; 

(b) it becomes necessary to stop any vehicle or animal. the 
proper oftlcer may use all lawful means for stopt>in~ it, and where 

10 such means fail, the vehicle or animal may be fired upon. 

107. Any oftlcer of customs empowered in thisb@half by Jfeneral Power to 
Qr special order of the Collector of Customs may, durin~ the course of ::-= 
any enquiry in connection with the smuggling of any goods,-

(a) require any person to produce or deliver any document 
IS or thing relevant to the enqUiry: 

(Ib) examine * * * any person acquainted with the 
facts and circumstances of the case. 

• • • • • • 

108. (1) Any gazetted officer of customs *. * • * • Power to 
h .. .ummon 

30 S all have power to summon any person whose attendance heconsi- persons to 
ders necessary either to give evidence or to produce a document or diive evl- d . ence an 
any other thin~ in any inquiry which such officer is making in con- produce 
nection with the smuggling of any goods. (1ocuments. 

(!) A summons to produce documents or other things may be for 
2S the production of certain specified documents or things or for the, 

production of all documents or things of a certain description in the 
possession or under the control of the person summoned. 

(3) All persons so summoned shall be bound to attend either in 
person or by an authorised agent, as such officer may direct; and all 

30 persons so summoned shall be bound to state the truth upon any 
sub1ect respecting which they are examined or make statement.c; and 
produce such documents and other things as may be required: 

Provided that thp. exemption under section 132 of the Code of Civil 
or 1908. Procedure. lto8. shall be applicable to any requhdtion for attendartee 

35 under this section. 
(4) Every such inquiry as aforesaid shall be deemed to be a iudi-

cial proceeding within the meaning of section 193 and section 228 of 
s 0( labOo the Indian Penal Code. 
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Power to I •• Arty ofIleer of customs appointed for a~y area adjoining the 
~~~~~n laud frontier at India and empowered in this behalf by general or 
of :r!1er special order of the Board, may require any person in possession of 
~lcann~ any goods which such offtcer has reason to believe to have been rr lOQd'd b Imported into India by land, to produce the order made ~der section , =rte J 47· permitting clearance ot the goods: . 

Provided that nothing in this section shan apply to. 8J,ly imported 
pels pessing from a land frontier to a land customs station by a route 
appointed under clause (c) of section 7. 

SeJmre of 110. (1) If the proper offtcer has reason to believe that any goods 10 

=:C:Dd are liable to cori1iScatfon under thJs Act, he may seize such goods: 
thiDp. 

Provided that where it is not practicable to seize any such goods, 
the proper officer may serve on the owner of the goods an order that 
he Shan not remove, part with, or otherwise deal with the goods 
except with the previous permission of such officer. IS 

(2) Where any goods are seized under sub-section (1) and no 
notice in respect thereof is given under clause (a.) of section 124 
within six months of the seizure of the goods, the goods shall be re-
turned to the person from whose possession they were seized: 

Provided that the aforesaid period of six months may, on sufBcien 20 
cause being shown, be extended by the Collector of Customs for a 
period not exceeding six months. 

(3) The proper officer may seize any documents or things which, 
in his opinion, wul be useful for, or relevant to, any proceeding 
under this Act. 25 

(4) The person from whose custody any documents are seiZedl 
under sub-section (3) shall be entitled to make copies thereof or take 
extracts therefrom in the presence of an officer of customs; 

CHAPTER XIV 

CoNPISCATlON' 01' GOODS AIm COVEY AKeRS AND 
IMPOSmON' 01' PDALTIES 

ConfIscation. . 111. The following goods brought from a place outside India shall 
of tsnpro~- be liable to conflscation.: - ... 
1y imported 
,ood, etc. (a.) any goods imported by sea or air which are unloaded or 

attempted to be unloaded at any place other than a customs port 3S 
or customs airport appointed under clause (a) of section 7 for the 
unloading ~f such goods; 
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(b) any goods impo~ by land or inland ,water through Ill' 

route Other than a route.apecified in a notification illUedunder 
clause (c) of section 7 for the import of sUch· goods; 

(c) any dutiable or prohibited goods brought into any bay, 
gulf, creek or tidal river fOr the purpose of being landed. at a 
place other than a customs port; 

(d) ally goods which arebnported or attempted to be import-
ed or are brought withJ.n the Indian customs waters for the pur-
pose of being imported, contrary to any prohibition imposed by 
or under this Act, or any other law for the time being in foree; " 

(e) any dutiable or prohibited goods foond concealed in any 
manner in any conveyance; 

(f) any dutiable or prohibited goods required to be men-
tioned under the regqlations' in an import manifest or import re-
,port which are not so mentioned; , 

(g) any dutiable or prohibited goods which are J1P1oaded 
from a conveyance in contravention of ,the provisions of section 
32, other than goods inadvertently unloaded but inclllded in the 
record kept under sub-section (2) of section 45;" 

(h) any dutiable or prohibited goods, unloaded or attempted 
to be unloaded in contravention of the provisions of section 33 
or section 34; 

(i) any dutiable or prohibited goods found concealed in any 
manner in any package either before or after the unloading 
thereof; 

(j) any dutiable or prohibited goods removed or attempted 
to be removed from III customs area or a warehouse without the 
permision of the proper oftlcer or contrary to the terms &f such 
permission; • (k) any dutiable or' prohibited goods iinported by land in 
respect of which the order permitting clearance of the goods 
required to be produced under section' 109 is not prodUced or 
which do not correspond in ariy material particular with the 
specification contained therein; 

(l) any dutiable or prohibited goods which are not included 
or are in excess of those incfuded in the entry, made under 
this Act, or in the case of baggage In the declaratfonmade under 
section 77; 

(m) any dutiable or prohibited goods which do not corres-
pond in any material particular with the entry made under this 
Act or in the case of baggage with the declaration made under 
section 'T7 in respect thereof; 
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~ r-.... · • 
(fa) any dutJab!e or prohibited. goods trans1teJ. with or 

without trmshipment or attempted to be so transitted lD contra· 
vention of the provisions of Chapter vm; 

(0) any goods exempted, subject to any condition, from duty j 
QI.' any prohibition in respect of the import thereof under this Act 
or any other law for the time ,being in force, in respect of which 
the condition is not observed unless tlhe nonooObaervance of the 
condition. was sanctioned. by the proper oftlcer. 

liZ. Any person,-

• • • • • • 

(a) who, in relation to any goods, does or omits to do any 
act which act or omission would render such goods liable to 
confiscation under section 111, or abets the doing or omissjon of 
&Uch an act, or .-

(b) who acquires .possession of or is in any way concerned 
in cirrYmg,. removing, depositing, harbouring, keeping, conceal-
ing, selling or purchasing, or in any other manner dealing with 
any goods whiCh he knows or has reason to believe are liable to 
confiscation under section 111, 

01 

IS 

20 

.hall be lla.ble.-

(i) in the case of goods in respect of which any prohibition 
is in force under this Act or any other law for the time being 
in force, to a penalty not exceeding five times the value of 
the goods or one thousand rupees, whichever is the greater; 

(ii) in tile case of dutiable goods, other than prohibited. goods. 
to a penalty not exceeding five times the duty sought to be 
evaded on such goods o~ one 1li'ousand rupees, whichever is the 
greater. 

113. The following export goods shall be liable to c:on&cation:- 30 

(a) any goods attempted to be exported by sea or air from 
any place other than. customs port or a customs airport appoint. 
edfor the loading of such goods; 

(b) any 'goods attempted to be exported by land or inland 
water through any route other than a route sp!Cifted in a notif1 .. 
cation:lssued under clause (c) of section 710r the sport of sucb 
loods; 
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(c) any dutiable or prohibited goods brought near the Imd 

frontier or the coast of India or near any bay, gulf, creek or 
tidal river for the purpose of being exported from a place other 
than a land-customs stllltion or a customs port app()inted for the 
loading of such goods; 

(d) Gny goods attempted to be exported or brought within 
the limits of any customs area for the purpose of being exported, 
contrary to any prohibitiol'l imposed by or under this Acf or any 
other law for the time being in force; 

(e) any dutiable or prohibited goods found concealed in a 
package which is brought within the limits of a customs area for 
the purpose of exportation; 

(f) any dutbble or prohibited goods which are loaded or 
attempted to be loaded in contravention of the provisions o.f sec-
tion 33 or section 34; 

(g) any dutiable or prohibited goods loaded or attempted 
to be loaded on any conveyance, o-r water.bome, or attempted 
to be water-borne for being loaded on any vessel. the eventual 
destination of which is R place outside India, without the per-
mission of the proper offtcer; 

(h) any dutiable prohibited goods which are not includ!>t:l 
or are in excess of those included in the entry made u.,der this 
Act, or in the case of baggage in the declaration made under 
section 77; 

(i) any dutiable or prohibited goods which dCl not corre~­
pond in any material particular with the entry made under this 
Actor in the case of ba~gq~e with the declaration JDade under 
section 77 in respect thereof; 

(j) any goods on which ftJ'lll)ort duty has not been paid and 
which are entered for exportation under a claim for dl'lwbaek 
under section 74; 

(k) any goods cleared for ext)ortation under a -claim for 
drawback which -are not InadP.d for exoortation on account of 
any wilful act. n(!llli~ence cor dpfqult of the exporter, his ~lrent 

3S or emolovee. or which after h"vin~ been loaded for eXl)'lrt"ltlon 
are unloaded without the permi'!sion of the rn'Ol)er oftlcer. 

114. Any person...... who in relation to any troods does or Penalty ror , ,.., - attempt to 
omits to do anv act which act or omission. would render such good" expOrt 
liable to confiscation under section 113, or abets the doing or omfs~;n" aoods il" tc. 40 proper'1t e 
of such an act, shall be liable,-. 

(f) in the -case of Jltoods in respect of whieh- anyprohihition 
is In force UDder' this' Act- -or BD1- other ·llw -lor- the time ·"being-

116'7 (8) LS.--8. 
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in force, to a penalty not exceeding flve times the value of the 
goods or one thousand rupees, whichever is the greater; 

(ii) in the case of dutiable goods, other than prohibited 
goods, to a penalty not exceeding five times the duty sought to 
be evaded on such goods or one thousand rupees, whichever II 5 
the greater; 

(iii) in the case of goods under claim for drawback, to. 
penalty not exceeding five times the amount of drawback 

claimed or one thousand rupees, whichever is the greater. == us. (1) "The following conveyances shall be liable to confisca- 10 
c:etI. tion: -

(4) any vessel which is or has been within the Indian cus· 
toms waters, any aircraft which is or has been in India, or any 
vehicle which is or has been in a customs area, 
While constructed, adapted, altered or fitted in any manner for IS 
the purpose of concealing goods; 

(b) any conveyance from which the whole or any part 01 
the goods is thrown overboard, staved or destroyed so as to 
prevent seizure by an officer of customs; 

(e) any conveyance which having been required to stop or 20 
land under section 106 fails to do so, except for good and suffi-
cient cause; 

(d) any conveyance from which any warehoused goods 
cleared for exportation, or any other goods cleared for exporta-
tion under a claim for drawback, are unloaded, without the 25 
permission of the proper officer; 

(e) any conveyance carrying imported goods which has 
entered India and is afterwards found with the whole or subs-
tantial portion of such goods missing, unless the master of the 
vessel or aircraft is able to account for the loss of, or deficiency 30 
in; the goods. 

(2) Any conveyance or animal used as a means of transport in 
tbP. smuggling of any goods or in the carriage of any smuggled goods 
shall be liable to confiscation, unless the owner of the conveyance 
or animal proves that it was so used without the knowledge or 35 
connivance of the owner himself, his agent, if any. and the person 
in charge of the conveyance or animal and that each of them had 
taken all such precautions against such use as are for the time being 
specified in the rules: 

Provided that where any such eonveyance is used for the car- 40 
rlage of goods or passengers for hire, the owner of any conveyance 
shall be given an option to pay in lieu of the confiscation of the 



.. 
conveyance a fine not exceeding the market price of the goods which 
are sought to be smuggled or the smuggled goods, as the case may be. 

Ezplanation.-In this section, "market price" means market price 
at the date when the goods are seized. . 

5 116. If any goods loaded in a conveyance for importation into Penatt)' for 
India, or any goods transhipped under the provisions of this Act or fot f~COUDl. 
coastal goods carried in a conveyance, are not unI~ed at their:!s.. 
place of destination in India, or if the quantity unloaded is short of 
the quantity to be unloaded at that destination, and if the fallure 

10 to unload or the deficiency is not accounted for to tlie satisfaction 
of the Assistant Collector of Customs, the person-in-charge of the 
conveyance shall be liable,- . 

(a) in the case of goods loaded in a conveyance for impor-
tation into India or goods transhipped under the provisioIlS of 

15 this Act, to a penalty not exceeding twice the amount of duty 
that would have been chargeable on the goods not unloaded or 
the deficient goods. as the case may be, had such goods been 
imported; . 

(b) in the case of coastal goods, to a penalty not exceeding 
20 twice the amount of export duty that would have been charge-

able on the goods not unloaded or the deficient goods, as the 
case may be, had such goods been exported 

111. Any person who contravenes any provision of this Act 01' Penalties for 
abets any such contravention or who fails to comply with any pro- :~tr:::'D~ 

25 vision of this Act with which it was his duty to comply, where no exp:essly 
express penalty is elsewhere provided for such contravention or mellti0Da4. 
failure, shall be liable to a penalty not exceeding one thousand 
rupees. 

118. (a) Where any goods imported in a package are liable to Conflscatloa 
confiscation, the package and any other goods imported in that ~la~ea 

30 package shall also be liable to confiscation. CQIlteDts. 

(b) Where any goods are brought in a package within the 
limits of a customs area for the purpose of exportation and are liable 
to confiscation. the package and any other goods contained therein 

35 shall also be liable to confiscation. 
119. Any goods used for concealing smuggled goods shan also C(\UfilClltiOD 

be liable to confiscation. ~e~d;or 
conceallill Ezplanation.-In this section, "goods" does not include a con-smuggled 

veyance used as a means of transport. IQOds. 

40 120. (1) Smuggled goods may be confiscated notwithstanding any Conftscatloa 
h . th' f . or Imunled 

C ange In elr orm. good. not-

(2) Where smuggled goods are mixed with other goods in such =b~~fnI 
manner that the smuggled goods cannot be separated from such in form, 
other goods, the whole of the goods shall be liable to confiscation: etc. 



.;." 
. 'Provided that where the owner of such goods proves that he had 

no knowledge or reason to believe that they included any smuggled 
goods, only such part of the goods the value of which is equal to 
the value of the smuggled goods Shall be nable to confiscation. 

Conk:aLioD Ul. Where. any smuggled goods are sold by a person having S 
;"ro-:!:d. III knowledge or reason to believe that the goods are smuggled goods, 
.mualod . the sale.;proc:eeds thereof shall be liable to confiscation. 
aoodl.' 
:rd;~ 122. In every osse under this Chapter in which anything is liable 
~ :d to confiscation or any person is liable to a penalty, such conftscation 
pcoa1tic.. or penalty may be adjudged,- 10 

(a) without limit, by a Collect\)r of Customs or a Deputy 
Collector of Customs; 

(b) where the value of the goods liable to confiscation does 
not exceed ten thousand rupees and where the penalty proposed 
to be imposed does not exceed two thousand rupees, by an IS 
Assistant Collector of Customs; , 

(c) where the value of the goods liable to confiscation does 
not exceed one thousand rupees and where the penalty proposed 
to be imposed does not exceed two hundred rupees, by a gazetted 
officer of customs lower in rank than an Assistant Collector of 20 
Customs. 

BUrdfcn f!l 123. (1) Where any goods to which this section applies are seized 
:!m ca':~ under this Act in the reasonable belief that they are smuggled goods, 

the burden of proving that they are not smuggled goods shall be on 

1_ of 
~o 
notice 
before COD-
llcaticm of 
podJ, etc. 

the person from whose possession the goods wer~ seized. as 
(2) This section shall apply to gold, diamonds, manufactures of 

gold or diamonds, watches, and any other class of goods which the 
Central Government may by notification in the Official Gazette 
specify. 

114. No order confiscating any goods or imposing any penalty on 30 
any person shall be made under this Chapter unless the owner of 
the goods or such person-

(a) is given a notice in writing informing him of the grounds 
on which it is proposed to confiscate the goods or to impose a 
penalty; 3S 

(b) is given an opportunity of making a representation in 
writing within such reasonable time as may be specified in the 
notice against the grounds of confiscation or imposition of penalty 
mentioned therein; and 

(c) 'is given a reasonable opportunity of b~ing heard in the 40 
matter: 

Provided that the notice referred to in clause (a) and the repre-
. lentatlon "ferred to in clause (b) may, at the request of the perIOD 
.concerned be oral. 



u 
.115. (1) Whenever confiscation of any goods is authorised by this OPtiOfiD t~ 

A h ~ d' d" . h f d th pay nc: m ct, t e OUlcer a JU glDg It may, lD t e case 0 any goo s, e lieu of 
importation or exportation whereof is prohibited under this Act or confiscation. 
under any other law for the time being in force, and shall, in the case 

5 of any other goods, give to the owner of the goods an option to pay in 
lieu of confiscation such fine as the said officer thinks fit: 

Provided that, without prejudice to the provisions of the proviso 
to sub-section (2) of section 115, such fine shall not exceed the market 
price of the goods confiscated, less in the case of imported goods the 

10 dllty chargeable thereon. 

IS 

(2} For the removal of doubts it is hereby declared that any fine 
in lieu of confiscation of goods imposed under sub-section (1) shall 
be in addition to any duty and charges payable in respect of such 
gOOdS. 

126. (1) When any goods are confiscated under this Act, such t<?n contia-Ion. pro-
goods shall thereupon vest in the Central Government. pc:rty to ve.l 

in Cc:ntral 
(2) The officer adjudging confiscation shall take and hold posses- Government. 

sion of the ccnfiscated goods. 

In. The award of any confiscation or penalty under this Act by Award of 
20 an officer of customs shall not prevent the infliction of any punish- :n:::~!,;, 

ment to which the person affected thereby is liable under the pro vi· by cultoma 
sions of Chapter XVI of this Act or under any gther law. ~~;:r~~~ 

with other 

2S 

CHAPTER XV puni~hmen". 

ApPEALS AND REVISION 

US. (1) Any person aggrieved. by any decision or order passed Appeal •. 
under this Act may, within three months from the date of the com-
munication to him of such decision or order-

(a) where the decision or order has been passed by a Colo. 
lector of Customs, appeal to the Board; 

(b) where the decision or order has been passed by an 
officer of customs lower in rank than a Collector of Customs, 
appeal to the Appellate Collector of Customs: 

• • • • • 
. Provided that the Appellate Authority may, if it is satisfied that 

. 35 the appellant was prevented by sufficient cause from presenting the 
appeal within the aforesaid period of three months. allow it to be 
presented within a further period of three months. 

(2) The Appellate Authority may, after giving an opportunity to 
the appellant to be heard, if he so desires, and makinll ~llch further 

40 inquiry as may be necessary, pass such order as it thinks fit, cOl1firm-
lng, modifying or annulling the decision or order appealed against: 



Deposit, 
pending 
appeal, of 
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46 
Provided that an order enhancing any penalty or fine in lieu of 

confiscation or· confiscating goods of greater value shall not be 
passed-

(a) by an Appellate Collector of Customs; 

(b) by the Board unless the appellant has been given a 
reasonable opportunity of showing cause against the proposed 
order: 

Provided further that where the Appellate Authority is of opinion 
that any duty of. customs has been short-levied, no order enhancing 

s 

the duty !thall • • • • • ·be passed unless the 10 
appellant is given notice within the time-limit specified in • • 
section 28 to show cause against the proposed order. 

129. (1) Where the decision or order appealed against relates to 
any duty demanded in respect of goods which are not under the 
control of customs authorities or any penalty levied under this Act, IS 
any person desirous of appealing against such decision or order shall, 
pending the appeal, deposit with the proper office·r the duty demanded 
or the penalty levied: 

Provided that wb,ere in any particular case the appellate authority 
is of opinion that the deposit of duty demanded or penalty levied 20 
will cause undue hardship to the appellant, it may in its discretion 
dispense with such deposit. either unconditionally or subject to such 
conditions as it may deem fit. 

(2) U upon any such appeal it is decided that the whole or any 
portion of such duty cr penalty was not leviable, the proper officer 25 
shall return to the appellant such amount of duty or penalty as was 
not leviable. 

130. (1) The Board may of its own motion or on the application of 
any aggrieved person call for and examine the record of any pro-
ceeding in which an officer of customs has passed any decision or 30 
order under this Act (not being an order passed in appeal under 
section 128) for the purpose of satisfying itself as to the legality or 
propriety of any such decision or order and may pass such order 
thereon as it thinks fit: 

Provided that no order· • • enhancing any • • 35 
penalty or fine in Ueu of confiscation or confiscating goods of 
greater value shall be passed under this section unless the person 
aftected by the proposed order has been given a reasonable opportu-
nity of showine cause against it: 



4' 
Provided further that· where the Board is of opinion that any duty 

of customs has not been levied or has been short-levied, no order 
levying or enhancing the duty shall· • • • • • • be made 
unless the person affected by the proposed order is given notice to 

5 show cause against it within the time-limit specified in • • section 28. -• • • • 
(2) No decision or order passed by an officer of customs shall be 

reviSed under this section by the Board ••• of its··· own 
motion and no application for the revision of any such decision or 

10 order shall be entertained, after the expiry of two years from the 
date of such decision or order. . 

131. (1) The Central Government may. on the application of any Revision by 
i ed b · Central person aggr ev y- Government. 

(a) any order passed under section 128, or 
IS (b) any order passed under section 130 otherwise'than on the 

application of any aggrieved person, or 

(e) any order passed on the application of any aggrieved 
person under section 130 where the order is of the nature referred 
to in either of the provisos to sub-section (1) of that section. 

20 annul or modify such order. 
• • • • 

(2) An application under sub-section (1) shall be made within 
flix months from the date of the communication to the applicant of 
the order against which the application is being made: 

25 Provided that the Central Government may, if it is satisfied that 
the applicant was prevented by sufficient cause from presenting the 
application within the aforesaid period of six months. allow it to be 
presented within a further period of six months. 

(3) The Central Government may of its own motion annul or 
30 modify any order passed under section 128 or section 130. 

(4) No order enhancing any penalty or fine in lieu of confiscation 
or confiscating goods of greater value shall be" passed under this 
section-

(a) in any case in which an arder passed under section 128 or 
3S section 130 has enhanced any penalty or fine in lieu of confisca-

tion or has confiscated goods of greater value; and 

(b) in any other case, unless the person affected by the pro-
posed order has been given notice to show cause against it. within 
one year from the date of the order sought to be annulled or 

40 modified. 
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(5) Where the Central Government is of opinion that any duty 
vf customs has not been levied or has been short-levied, no order 
levying or enhancing the duty shall be made under this section, 
unless the person affected by the proposed order is given notice to 
show cause against it within the time limit specified in section 28. S 

CHAPTER XVI 

Otn::NCES .urn PROSECt7TIOlfS 

Palae 132. Whoever makes, signs or uses, or causes to be made, signed or 
:::ra~~. used, any declaration, statement Or document in the, transaction of 
m ent., etc. any business relating to the customs, knowing or having reason to 10 

believe that such declar'ation. Rtatemc>nt or documtant is fa Ise in any 
material particular, shall be punishable with imprisonment for a term 
which may extend to six months, or with fine, or with both. 

Oblltruction 
of officer 
of CUltoms. 

Rd'usal to 
be X-rayed. 

133. If any person intentionally obstructs any officer of customs 
in the exercise of any powers conferred under this Act. fluch IS 
person shall be punishable with imprisonment for a term which may 
extend to six months, or with fine, or with both. 

134. If any person-

(a) resists or refuses to allow a radiologist to screen or to 
take X-ray picture of his body in accordance with an order made 20 
by a magistrate under section 103, or 

(b) resists or refuses to allow suitable action bein~ taken 
on the advice and under the supervision of a rellistered medical 
practitioner for brineinll out eOOdR liablE" to confiscation secreted 
inside his body, as provided in section 103: 2S 

he shall be punishable with imprisonment for a term which may 
extend to six months, or with fine, or with both. 

EdY8sion of 135. Without prejudice to any action that may be taken under 
uty or hi A 'f prohibitions. ts ct, 1 ~y person-

(a) is in relation to any goods in any way knowingly con- 30 
cerned in any ~audulent evasion or attempt at evasion of any 
duty chargeable thereon or of any prohibition for the time being 
imposed under this Act or any other law for the time being in 
force with respect to such goods, or 

(b) acquires possession of or is in any way concerned in: 
carrying, removing, depositing, harbouring, Keeping, concealing. 
selling or purchasing or in any other manner dealing, with any 
goods which he knows or has reason to' believe are liable to 
confiscation under section 111. " 

he shall be publishable,-

,35 
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:(i) in the case of an offence relatmgto any of the goods to 
which section 123 applies and the market price whereof .exceeds 
one lakh of rupees, with imprisonment for a tenn which may 
extend to five years and with fine: 

Provided that in the absence of special and adequate reasons 
to the contrary to be recorded in the judgment of the QOurt, 
such imprisonment shall not be for less than six months; 

, (ii) in any other case, with imprisonment for a term which 
may extend to two years, or with fine, or with both. 

10 '. l3G. (1) If any officer of customs. enters into 01' acquiesces in aDJOffencel by 
agreement to do, abstams from doing, permits, conceaJs or connives officers of 

cultom .. at any act or thmg whereby any duty of customs lev1&ble on any 
goods, or any prQlubi tion for the tlDle being in force under this Act 
or any other law for the time belDg in force with respect to any 

IS goods IS or may be evaded, he shaH be punishable with ImprIsonment 
for a term which may extend to two years, or with fine, or with both. 

(2) If any officer of customs,-
(a) requIres any person to be searched for loods liable to 

confiscation or any document relating thereto, without having 
20 tesson to believe that he has such goods or document secreted 

about his person; or 
(b) arrests any person without having reason to believe that 

he has been guilty of an offence punishable under section 135; or -(c) searches or authorises any other officer of customs to 
2S search any place without having reason to believe that any 

goods, documents or things of the nature re1erred to in section 
101) are secreted in that place, 

he shall be punishable with imprisonment for a term which may 
extend to six months, or with fuie which may extend to one I.housand 

30 rupees, or with both. 
(3) If any officer of customs, except in the discharge in good faith 

of his duty as such officer or in compliance with any requisitIon made 
under any law for the time being in force, discloses any particulars 
learnt by him in his official capacity in respect of any goods, he 

35 shall be punishable with imprisonment for a term which may extend 
to six months, or with fine which may extend to one thousand 
rupees, or with bOth. 

131. (1) No court shall take cognizance of any offence under ~~ 
section 132, section 133, section 134 or ~on 135, except with the CIlCII 

40 p'revious sanction of the Collector of Customs . . 
(2) No court shall take cognizance of any offence under section 

136,-
la) WAen tJae oaelleft iI alleced to ave bee. co.I8Iitted·by 

1967 (B) LS-8. 
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10 
an officer of customs not lower in rank than Aasistant Collector 
of ~ustoms. except with the previous lanction of the Central 
Government; 

(b) where the offence is alleged to have been committed by 
an officer 0.£ 'customs lower in rank than Assistant Collector of S 
Customs, except with the previoUi laIl.ction of the Collector of 
Customs. 

138. Notwithstanding anything contained in the Code of Criminal 
Procedure, 1898, an offence under this Chapter other than an offence sofIa,.. 
punishable under clause (i) of section 135 may be tried lUDlDl8lily 10 

by a magistrate. 

Presumption 139. Where any .4ocument is produced by any person under this 
:~c;. d:U- Act or has been seIZed. under thIS Act from the custody or control of 
cenaisl CIIICS. any person, and such document is tendered by the prosecutloa in 

01l'cncea by 
eompauiea. 

evidence against him, the court shall,- IS 
(a) unless the contrary is proved by any such person, 

presume-
(i) the trutJa of the contents of such document; 
(ii) that the signature and every other part of such 

docum~nt which purports to be in the handWriting of any 20 
particular person or which the court may reasonably assume 
to have been signed by, or to be in the handwriting of, any 
particular person, is in that person's handwriting, and in the 
case Df a document executed or attested that it was executed 
or attested by the person by whom it purports to have been 2.5 
so executed or attestedj 

(b) admit the document in evidence, notwithstanding that it 
is not duly stamped, if such document is otherwise admissible 
in evidence. 

140. (1) If the person committing an offence under this Chapter 30 
is a company, every person who, at the time the offence was com-
mitted was in charge of, and was responsible to, the company for the 
conduct of business of the company, as well as the company, shan 
be deemed to be guilty of .the offence and shall be liable to be pro-
ceeded against and punished accordingly: 3.5 

Provided that nothing contained in this sub-section shall render 
any such person liable to such punishment provided in this Chapter 
if ht! proves that the offence was committed without his knowledge 
or that he exercised all tlue diligence to prevent the commission of 
hlich offence. 40 

(2) Notwithstanding anything contained in sub-section (1), where 
an offence under this Chapter has been committed by aCODlpany and 



11 
it fa proved that the offE'uce has been committed with the consent or 
eonnivance of, or IS attrfbutablf! to any negligence on the part of, any 
director, manager, secretary or other officer of the company, such 
director, manager, secretary, or other officer shall also be deemed 

• to be guilty of that offence and shall be liable to be proceeded against 
and punished accordingly . 

[0 

.. 
EzplaTl.ation.-For the purposes of this section,-

(a) "company" means a body corporate and includes a flrm 
or other association of individuals; and 

(b) "director", in relation to a firm, means a partner in the 
ftrm. 

CHAPTER XVII ~. 
" 

MISCZLLANBOUS 

141. An conveyances and goods in a customs area !'hall, for the ~=. 
15 purpose of enforcing the provisions of this Act, . be subject to the in a custom, 

control of oftit!ers of customs area subject . • to control of 
officers of 
customs. 

142. (1) Where any duty demanded from any person or any penalty RecoYedfJ of 
bl b d th O Act' t 'd' sums ueto paya e y any ~rson un er IS IS no pal ,- GovernmeAt, 

(a) the proper officer may deduct or may require any other 
offtcer of customs to deduct the amount so payable from any 
money owfnJ! to such person which may be under the contro] 
of th~ proper officer or. such other officer of customs; or 

Tbl the Assistant Collector of Customs may recover or may 
require any other officer of customs to recover the amount so 

25 payable by detaining and se11ine any !loods belnnllinll to such 
person which are under the control of the Assistant Collector 
of Customs or such other oftlcer of customs; or 

(e) if the amount cannot be recovered from such person In 
the manner provided in clause (a) or c]auRe (b), the Assistant 

30 Collector of Customs may prepare a certiflcate signed by him 
specifying the amount due from !=uch person and semt it to the 
Collector of the district in which such person owns any property 
or resides or carries on his business and the said Collector on 
receipt of such certificate shaH proceed to recover from the said 

35 person the amount specified thereunder as if it were an arrear 
of land revenue. 

(2) Where the terms of any bond or other instrument executed 
under this Act or any rules or regulations''I11ade thereunder provide 
that any amount due under such instrument may be recovered in 

40 the manner laid down in sub-section (1), the amount may, without 
prejudice to any other mode of recovery, be recovered in accord.a.nce 
with the provialODl of that sub-eect1on. 
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Power to 143. (1) Where this Act or any other law requires anything to be 
allow import . . 
or export on done before a person can unport or export any goods or clear any 
eJ:e~tion of goods from the control of officers of customs and the Assistant Col-
':e~intn lector of Custom!'! is satisfied that having regard to the circumstances 
caaes. of the case, such thing cannot be done before such import, exporf. 5 

or clearance without detriment to that person, the Assistant Collec-
tor af Customs may, notwithstand~ anything contained in this Ac\ 
or such other law, grant leave for such import, export or clearance 
on the person executing a bond in such amount, with such surety 

Power to 
take sam-
ple •• 

or security and subject to such conditions as the Assistant Collector 10 
of Customs approves, for. the doing of that thing within such time . 
after the import, export or clearance as may be specified in .the bond. 

. . 
(2) If the thing is done within the time specified in the bond, 

the Assistant Collector of Customs shall cancel the bond as dis-
charged in full and shall, on demand, deliver it,so cancelled, to the 15 
person who has executed or who is entitled to receive it; and in such 
a case that person shall not be liable to any penalty provided in this 
Act or, as the case may be, in such other law for the contravention 
?f the provisions thereof relating to the doing of that thing. 

(3) If the thing is not done within the time specified in the bond, 20 
the Assistant Collector of Customs shall, without prejudice to flny 
other actilm thnt may be taken under this Act or any other lAW fllf : 
the time being in force, be entitled to proceed upon the bond in 
accordance with law. 

1M. (1) The proper officer may, on the entry or clearance of any 2S 
goods or at any time while such goods are being passed through the 
customs area, take samples of such goods in the presence. of the 
owner thereof, for examination or testing, or for ascertaining the 
Value thereof, or for any other purposes of this Act. 

(2) After the pur.pose for which a sample was taken is carried 30 

out, such sample shall, if practicable, be re~tored to the owner, 
but if the owner fails to take deliwry of the, sample within three 
iTi'Otiths of the date on which the sample was take::;, it may be disposed 
of in such manner as the Conector of Customs may direct. 

(3) No duty shall be chargeable on any sample of goOds taken 35 
under this section which is consumed or destroyed during the course 
01 arty test or examination thereof, if such duty amount~ to five rupees 
or more. 

... 
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1115. All operatjons necessary for making any goods available fat g~:f~ ctc., 

exam'iitation by the proper officer or for facilitating such examina~ opcratio: 
tlon shall be performed by, or at the expense of, the owner, importer :~c=tiL 
or exporter of the goods, as the case may be. anee :&h cultom. 

law. 

S 14ft (1) No person shall carry on business as an agent relating ~U8tom 
to. the entry or departure of a conveyance or the import or export t:': .. cnta 
of goods at any customs-station unless such perSO!l holds a licence liceDlICd. 
granted in this behalf in accordance with the regulations. 

(2) The Board may make regulations for the purpose of carrying 
10 .out the provisions of this section and, in particular, such regulations 

may provide for-

(a) the authority by which a licence maybe granted under 
this section and the period of validity of any such licence; 

(b) the form of the licence and the fees payable therefor; 
IS (e) the qualitications of persons who may apply for a licence 

and the qualifications of persons to be employed by a licensee 
to assist him in his work as an agent; 

(d) the restrictions and conditions (including the furnishing 
of security by the licensee) subject to which a licence may be 

20 granted: 
(e) the circumstances in which a licence may be suspended 

or revoked; and 
<I> the appeals, if any, against an order of suspension or 

revocation of a licence, and the period within which such appeals 
2S shall be filed. 

147. (1) Where this Act requires enything' to be done by the L ~bl!lty of 
owner, importer or exporter of any goods. it may be done on his :~!ic~::~t. 
behalf by his agent. 

(2) Any such thing don:e by an agent of the owner, importer or 
30 exporter of any goods shall, unless the contrary is proved, be deemed 

to' have been done with the kD;owiedge and consent of SuCh oWJler, 
impor~er or exporter, so that in any proceedings under this Act, the 
owner. importer or exporter of the goods shall also be liable as if the 
thing had been done by himself. 

3S (3) When any person is expressly or impliedly authorised by the 
owner, importer or exporter of any goods to be his agent in respect 
of such goods for all or any of the purposes of this Act, such person 
shall, . without prejudice to the liability of the owner, importer or 
exporter, be deemed to be the owner, importer or exporter of such 

40 ~ .fw aueh purposes:: .. 
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Provided that where any duty is not levied or is short-levied or 
erroneously refunded on account of any reason other than any wilful 
act, negligence or default of the agent, such duty shall not be 
recovered from the agent unless in the opinion of Assistant Collec-
tor of Customs the same cannot be recovered from the owner, S 
importer or exporter. 

148. (1) Where this Act requires anything to be done by the per-
son in charge of a conveyance, it may be done on his behalf by hiB 
agent. 

(2) An agent appointed by the person in charge of a conveyance 10 
and any person who represents himself to any officer of customs as 
an agent of any such person in charge, and is accepted as such by that 
officer, shall be liable for the fulfilment in respect of the matter in 
question of all obligations imposed on such person in charge by or 
under this Act or any law for the time being in force, and to penalties IS 
and confiscations which may be incurred in respect of that matter. 

149. Save as otherwise provided in sections 30 and 41, the proper 
officer may, in his discretion, authorise any document, after it hal 
been presented in the customs house to be amended: 

Provided that no amendment of a bill of entry or a shipping bill2~ 
or bill of export shall be so authorised to be amended after the im-
ported goods have been cleared for home consumption or deposited 
in a warehouse, or the export goods have been exported, except on 
the basis of aocume'ntary evidence which was in existence at the 
time the goods were clE'!ared, deposited or exported, as the case may 2S 
be. 

150. (1) Where any goods not being confiscated goods are to be 
sold under any provisions of ihis Act, they shall, after notice to the 
owner thereof, be sold by public auction or by tender or with the 
consent of the owner in any other manner. 30 

(2) The proceeds of any such sale shall be applied-
(a) firstly to the payment of the expenses of the sale, 
(b) next to the payment of the frei~ht and other charges, if 

any, payable in respect of the goods sold, to the carrier, if notice 
• of such cbu'ges has been given to the person having custod" of 3S 
the goods, 

(c) next to the payment of the duty, if any, on the goods 
sold, 

(d) next to the payment of the charges in respect of the 
goods sold due to the person having the custody of the goods, 40 

(e) next to the payment of any amount due from the owner 
of the goods to the Central Government under the provisions of 
this Act or any other law relating to customs, 

and the balance, if any, shall be paid to the owner of the goodl. 



151. The following officers are hereby empowered and required Certain 
to assist officers of customs in the execution of this Act, namely: - ~::~ t:-

(a) officers of the Central Excise Department; ~-:'t~:~~n 
(b) officers of the Navy; 

5 (c) officers of Police; 
(d) officers of the Central or State Governments employed at 

any port or airport; 
(e) such other officers of the Central or State Government or 

a local authority as are specified by the Central Government in 
10 this behalf by notificatioll in the Official Gazette. 

152. The Central Government may, by notification in the Official Dele •• don 
Gazette, direct that subject to such conditions, if any, as may be of power .. 
specified in the notification-

(a) any power exercisable by the Board under thia Act. 
15 shall be exercisable also by a Collector 01 Customs empowered 

20 

in this behalf by the Central Government; 
(b) any power exercisable by a Collector of Customs undel 

this Act may be exercisable also by a Deputy Collector of Customs 
or an Assistant Collector of Customs empowered in this behalf 
by the Central Government; 

(c). any power exercisable by a Deputy Collector of Customs 
under this Act may be exercisable also by an Assistant Collector 
of Customs empowered in this behalf by the Central Government; 

(d) any power exercisable by an Assistant Collector of 
Customs under this Act may be exercisable also by a gazetted 
officer of customs empowered in this beh~ by the Board. 

153. AIly order or decision passed or any summons or notice issued Semce of 
under this Act, shall be served- :::: ::;. 

(a) by tendering the order, decision, summons or notice or 
30 sending it by registered post to the person fQr whom it is inten-

ded or to his agei;,.ti or 
(b) if the order, decision, summons or notice cannot be 

server in the manner provided in clause (a), by affixing it on the 
notice board of the customs house. 

3S 154. Clerical or arithmetical mistakes in any decision or order Correction 
passed by the Central Government, the Board or any officer of of clerical 
customs under this Ad, or errors arising therein from any accidental erron, etc. 
slip or omission may, at any time, be corrected by the Central 
Government, the Board or such officer of customs or ihe succeSlQl' 

40 in office of such officer, as the case may be. 
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155. (1) No suit, prosecution or other legal proceeding shall lie 

against the Central Government or any officer of 'the Government 
or a local authority for anything which is done, or intended to be 
.ione in good faith, in pursuance of this Act or the rules Of regulations. 

(2) No proceeding other than a suit shall be commenced against S 
the Central Government or any officer of the. Governmen~ or a local 
authority for anything purporting to be done in pursuance of this 
Act without giving the Central Government or such officer a month's 
previous notice in writing of the intended· proceeding and of the 
cause thereof, or after the expiration of three months from the 10 
accrual of such cause. 

l56. (1) Without prejudice to any power to make rules contained 
elsewhere in this Act, the Central Govemment may make ruleI 
consistent with this Act generally to carry out the purposes of this 
Act. IS 

(2) In particular and without prejudice to the generality of the 
foregoing power, such rules may provide for all or any of ~ follow-
ing matters, namely:-

(a) the manner of determining the nearest ascertainable 
equivalent of the normal price of any goods; ~p 

(b) the conditions subject to which accessories of, and spare 
parts and maintenance and repairing implements for, any article 
shall be chargeable at the same rate of duty as that article; 

(c) the precautions that shall be taken by the owner, his 
agent and the person-in-charge of any conveyance or animal for ~S 
the purposes of sub-section (2) of section 115; 

(d) the detention and confiscation of goods the "1n1portation 
of which is prohibited and the conditions, if any, to be fulfllied 
before such detention and confiscation and the information, 
notices and security to be given and the evidence requisite for 30 
the purposes of such detention or confiscation and the mode of 
verification of such evidence; 

(e) the reimbursement by an informant to any public offtc'er 
of all expenses and damages incurred in respect of any detention 
of any goods made on his information and of any proceedings 35 
consequent on such detention; . 

(1) the information required in respect of any goods mention-
ed in a shipping bill or bill of export which are not exported or 
which are exported and are afterwards re-Ianded. 

157. (1) Without prejudice to any power to make regulations 40 
(mltained elsewhere in this Act, the Board may make regulations 
consistent with this Act and the rules. generally to carry out the 
purposes of this Act. 
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(2) In particular and without prejudice to the generality of the 
foregoing power, such regulations may provide for all or any of the 
following matters, namely:-

(a) the form of a bill of entry, shipping bill, bill of export, 
S import manifest, import report, export manifest, export report, 

bID of transhipment, boat note and bill of coastal goods; 

(b) the conditions subject to which the transhipment of All 
or any goods under sub-tlection (3) of section 54, the transporta-
tion of all or any goods under section 56 and the removal of 

10 war:ehoused goods from one warehouse to another under section 
67 may be allowed without payment of duty; 

(c) the conditions subject -to which any manufacturing p~ 
cess or other operations may be carried on in a warehouse under 
leCtion 85. 

IS 158. (1) All rules and regulations made under this Act shall be Proviaiom 
published in the Official Gazette. ~~~ 

(2) ~y rule or regulation which the Central Government or the::" resula-
Board is empowered to make under this Act may provide-

(i) for the levy of fees in respect of applications, amendment 
20 of documents, furnishing of duplicates of documents, issue of 

certificates, and supply of statistics, and for rendering of 1ID1 
services by officers of customs under this Act; 

(ii) that any person who contravenes any provision of a rule 
or regulation or abets such contravention or any person who 

2S fails to comply with any provision of a rule or regulation with 
which it was his duty to comply, shall be liable,-

(a) in the case of contravention or failure to comply with 
a rule, to a penalty which may extend to five hundred 
rupees; 

30 (b) in the case of contravention or failure to comply 
with a regulation, to a penalty which may extend to two 
hundred rupees. 

159. Every rule made under this Act and every notification issued Rule! and •• . 'L._" certaln DO,,· under sections 11, 14, 25, 43, 66, 69, 70, 74, 75, 76, 98, 101 and 123 Suau fication. to 
jS be laid as soon as may b;&fier it is made or issued before each House ~!~ Par-

of Parliament while it is in session for a total period of thirty days liamcDt. 
which may be comprised in one session or in two successive sessions, 
and if, before the expiry of the session in which it is so laid or the 
session immediately following, both Houses agree in making any 

40 modification in the rule or notification ar both Houses agree that the 
rule should not be made or the notification should not be issued, 
the rule or notiftcationshall thereafter have effect only in such 
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modlfied form or be of no effect, as the cue may be; so, however, that 
any such modification or annulment shall be without prejudice to the 
validity of anything previously done under that rule or notification. 

aepeal and 180. (1) The enactments specified in the Schedule are hereby 
81v1np. repealed to the extent mentioned in the fourth column thereot' 5 

Dllties 
apecified in 
tbe Sche-
dules to be 
levied. 

(2) In the Indian Tarift Act, 19M- 32 of 1934-

(4) for section 2, the following section shall be substituted, 
namely:-

"2. The rates at which duties of customs shall be levied. 
under the Customs Act. 1962, are specified in the First and IC 

Second Schedules. "; 

(b) sections 5 and 6 shall stand repealed. 

(3) Notwithstanding the repeal of any enactment by this sect1cm,-
(a) any notification, rule, regulation, order or notice issued 

or any appointment or declaration made or any licence, permis. IS 
lion or exemption granted or any assessment made, confiscation 
adjudged or any duty levied or any penalty or fine imposed or 
any forfeiture, cancellation or discharge of any bond ordered or 
any other thing dene or any other action taken under any repeal. 
ed enactment shall, so far as it is not inconsistent with the 20 
proviSions of this Act, be deemed to have been done or taken 
under the corresponding provision of this Act; 

(b) any document referring to any enactment hereby 
repealed shall be construed as referring to tbis Act or to the 
corresponding provision of this Act. 25 

(4) This Act shall apply to all goods which are subj~ to the con-
trol of customs at the commencement of this Act notwithstanding that 
the goods were imported before such commencement. 

(5) Where the period prescribed for any application, appeal, revi-
sion or other proceeding under any repealed enactment had expired 30 
on or before the commencement of this Act, nothing in thil Act shall 
be construed. as enabling any such application, appeal or revision to 
be made or a proceeding to be instituted under this Act by re8lOll 
only of the fact that a longer period therefor is prescribed or provi-
sion is made for extension of time in suitable cases by the appropriate 3~ 
authority. 

(8) The provilions of section 85 shall apply to goodJ warahoUlecl 
before the commencement of this Act if the operations parmilSible 
under that section were carried on after IUCh commencement. 
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(7) Any duty or penalty payable under any repealed enactment 
may be recovered in a manner provided under this Act but without 
prejuuice to any action alrelidy taken for the recovery of such duty 
or penalty under the repealed enactment. 

S (8) Th~ mention of particular matten in sub-sections (4), (5), (8) 
and (7) shall not be held to prejudice or affect the general application 
of section 6 of the General Clauses Act, 1897, with regard to the effect 10 of 1897 • 

. of repeals. 
(9) Nothing in this Act shall affect any law for the time being In 

10 force relating to the constitution and powers of any Port authority 
in a major port as defined in the Indian Ports Act. 1908. 15 of 1908. 

181. If any difficulty arises in giving effect to the provisions of this R~mova~ of 
Act, particularly in relation to the transition from the enactments dlfficuitJCII 
repealed by this Act to the provisions of this Act, the Central Gov-

IS ernment may, by general or special order, do anything not inconsia-
tent with such provisions which appears to be necessary or expec.tieat 
for the purpose of removing the difficulty. 



THE SCHEDULE 

(See section 160) 

RIIP!AU 
_. ___________ ••• __ .-___ .0 ••• _- ______ • 

Year No. Shon title Buent of n:peal 

I 2 3 4 S 

1878 8 The Sea Customs Act The whole 

1196 8 The Inland Bonded Ware-
houses Act . The whole 

1924 19 The Land Customs Act . The whole 

1914 22 The Aircraft Act t Section 16. 10 



UPlNDIX i 
(Vide para 2 of the Report) 

Motion in Lok S.bh. for referenee of the BUI to Saleet eoJDDiiuee 
UThat the Bill to consolidate and amend the law relating to 

customs be referred to a Select Committee consisting of 80 Mem-
bers, namely:-

1. Shri Bamcbandra Vithal Bade 
2. Shri G. Basu 
a. Shri Tridib Kumar Chattdhurl 

•. Shri R. Ramanathan Chettiar 

5. 8hri N. T. Das 
6. Shri Morarji Desai 

7. Shri B. D. Deshmukh 

8. Shri Vishwanath Singh Gahmari 
9. Shri J. N. Hazarika 

10. Shri Prabhu Dayal Himatsingka 

11. Shri Hari Vishnu Kamath 

12. Shri Nare~drasingh Ranjitsingh Mahida 
13. Sardar Surjit Singh Majithia 
14. Shri Krishnan Manoharan 

15. Shri Bakar Ali Mirza 

16. Shri Mahesh Dutta Misra 
17. Shri R. R. Morarka 
18. Shri Shankarrao Shantaram More 

19. Shrimati Savitr.i Nigam 
20. Shri Ghanshyamlal Oza 
21. 8hri PraDhat Kar 

22. Shrl A. V. Raghavan 
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23. Shri Shivram Bango Bane 

24. Shri S. V. Kriahnamoorthy Rao 
25. Shri R. V. Reddiar 
26. Shrl K. V. Ramakrishna Reddy 
21. Shri M. ShaDkaraiya 

28. Dr. L. M. Sinehvi 
29. Shri Surnet Prasad, and 
30. Shri Bali RamBhagat 

with instructions to report by the lut clay of the 8rat week of the 
DeXt session." 



APPBNDIXD 

(VI4I para S of the 'Report) 

S ....... t of .. IIIOI'8D .. 'rep ............ noelvecl by the Select 
Coamlttee . 

SI. Natllre of elOC1lnlCDt Prom whom rcc:cived. Action taken 
No. 

1 Memol'lUldum • BharatChamberofCommeree, Circulated to Memben mel 

3 

6 

7 

• 

Calcutta. evidence of the Chamber 
taken on the 30th July, 
1962. 

Do. The Precious Stone 1mportAIra' Circulated to Memben 

Do; 

md Bxporten' Association, md evi ience of the Associa-Bomba,. don taken on the 30th July, 
196a; 

The lDdiaa Merc:baatl Cham· Circulated to Memben and 
her, Bomb.y. evidence of the Clwuber 

taken on the 311t July, 
196a. 

Dol AU India Jewellen AlIOCiation, Circu1atod to Members and 
New DcIbi. evidence of the Association 

taken on the 3 lit July, 
1962. 

Do. Iadiao Chamber of CoIDIIIefQe, CireuJated to Mem ben md 

Do. 

Do. 

00 • 

Calcaaa. _idence of the Chamber 
taken on the 3 lit July, 
1962. 

PederationofIndiaDChamber Circulated to Memben and 
of Commerce and Industry, md ence of the Pederation 
New Delhi. taken on the lit Aupst, 

196a. 

The ABBOCi.tec:I Cham ben of Circulated to Memben and 
Comaaene of ladi., CaJcuua. ~idence of the Chamben 

taken on the lit Auaust, 
15162• 

The Bombay Custom HoUle Circulated to Memberl Ind 
Clearin. Apntl' Altoei.· ~idence of the Alsociation 
tion, BODIb&y. taken on the ISt A1JIIlIt, 

1962. 

CiJculated to Members aDd 
evidence of the Alaoci.tioD 
taken on the and AuIllSt. 
196a • • 



SI. Nlture of document 
No. 

Prom wbom received Action taken 

10 MemorandulD 

II Do. 

Do. 

Do. 

Do. 

.Do. 

16 

11 Do. 

Do. 

19 Do. 

Do. 

&1 . Do. 

Do. 

-

The Bombay Bullion Alleda-
don I:Jmitcd. Bombay. 

• 
Circulated to Memben aDd 

evldeDce of the Allodltion. 
taken on the 2nd AUJUIt. 

, 1962. 

The Madra. JeweUeri' Ind Clrc:ulated to Memberl and 
Diamond Merchanu' AalO- elljdence of the AIIOc:lation 
clation. Mldhl. taken on the 2nd AulUlt. 

J9~ . . 

The Bombay Diamond Mer- Circulated to Memben and 
chanta' Association, Bombl'. evidence of the Alloclation 

taken on the nth· Aquat. 
1962. . 

Andhra Pradesh Gold, Silver. Circulated to Memben and 
JewellefJ and Diamonda ellidence of the A.lIOCiadon 
Merchants' AIIOc:lation, taken on the nth AUIUlt, 
Ra,ahmundry. IS62. 

Trich, Shroff and Je-.eIIen CircuJated to Memben lad 
Asaoclation, Tiruchirapalli. e~idCllce of the Allocildon 

taken on the nth AVlUlt, 
1962. 

The Indian National Steam- Circulated to Memben Illd 
ahip Ownen' As.oclation, evidence of the AllOCiadon 
BombiY. taken on the nth AuplIt, 

1962. . . 
Benlll National Cblmber of Circulated to Memben and 

Commerce and Industry, ellidence of tbe Chlm ber 
Calcutta. taken on the 1St September, 

1962. 

Shrf D. N. MukerJee, Retiftd 
Collector of Central Ellciae 
and Customs and Advocate, 
Calcutta Hilh Court.1 
Calcuua. 

The BomblY Oenutne Pud 
Deaten Alloclation; Bom-
bay. 

The Pearlllmponera and Ex-
porten Association, Bom· 
bay. 

• The Lcadina Bi&Uion Mer-
chants, J5calen and Com-
milaion Agenu of Bom-
bay • 

CircuJatedf to Mcmb era Ind 
evidence of the indivj~1:IJ 

taken on the lit Septelllter, 
1962. 

l:srcullted to Membera Ind 
evidence of the Alsociadon 
taken on the lit September, 
1962. 

Circulated to Members and 
evidence of the AlIOciatioD 
taken on the lit Septem-
ber, 1962. 

Circulated to . Members and 
evidence of the Associa-
tion taken on the lit Sep-
tember, 1963. 

• . Tbe.All Iniia 'Association of .. CirCIIIated to Members. 
Ind1lltriel, Bomba,. 

• AU ID.:iia Iml).)rterI' Ass;)- Do. 
. ",," .~,_~_c!.gJ~1·~. ____ ",,_._ ' __ '_""_'_' __ "_'" --.''''----'' ... 



i ". 

SI. NatUre of docu- Prom whom received 
No. ment 

a,. Do •• 

Do. 

a6 00 •. 

Do. 

a8 00 •• 

Do •• 

00 •• 

31 00 •• 

32 00. 0 

33 00 .• 

00 •• 

35 00. 0 

00 .. 

37 Do •• 

00. 

39 D,. 0 

D.l. 0 

Kerata Cashew ManufaC- Circulated to Memben. 
turers' Aslociation QuI-
Ion. 

• Calcutta Clearinl Apnta' 
Allociation. Calcutta. 

Bullion Merchants. Dealen 
&: Commillion Agents of 
Delhi.· 

Jewellen Alsociation. Ban-
plOte. 

The Sonaputty Bullion Mer-
chants' Allceiation, Cal-
cutta. 

The Calcutta Johuri MandaI. 
Calcutta. 

o The Bombay Shroffs Asso-
ciation. B~bay. 

• The Jewellers Aalociation. 
Iaipur. 

The Guntur Bullion and 
Jewellery Merchants' As-
lociation. Guntur. 

The Bezwada Jewellers and 
Bullion Merchants 
Association, Bezwada. 

o MuCCldam Aalociation, Bom-
bay. 

All India Exporters' Cham-
her, Bombay. 

The Tamilnad Jewellers' 
P~on.CoUnbUore. 

The Vijara:wada Bullion Mer-
chants Auociation, Vijaya-
wada. 

Punjab and Delhi Chamber 
of Commerce, New 
Delhi. 

• The Eluru Bullion and Je-
wellery Merchants' Ailo-
ciation. Bluru. 

o Bibu State B:.IUion M~­
chants' Aalociation, Patna. 

o Pe.il:ration of A!l In lil A·J-
tomobile Spare Parts Dea-
lers' AalociatiOftl, Delhi. 

00. 

00. 

00. 

Do. 

00. 

00. 

00.; 

Do. 

Do. 

Do. 

00. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 



" 
SI. NItafc of docu.- Prona whom received Acdon t¥-. Ho. ateDt 

41 Rcpraeo&atiou The Bombay 00Ieed11Dd on. Placed in the Puliamcot 
Bzcb •• ,Ltd., B3Dlbly. Library IDd Membtn iDf'or-

med. 

43 D;». The Indian Cgmbcr of Do. 
Commerce,Ountur. 

43 DJ. . Cumber of C)m:nen:c, Do. 
ViziIDIp'am Citf. 

44 OJ. R~u~ Chunbcr~Com-
aaenx: and Industry, J--

00. 

pur. 

45 Do. The MiUowner'. A .. ociation, 00 .. 
Bomt.y. 
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AfN!NDlS ai 
(V~ para 6 of tho Repon) 

l.l.otAl ......... / ....... ...a ........ ..w_Won ....... e... ad_ ."" , 
Sl. 
No. 

Nama of AssociatioDt/individual 

1 Bbarat Chamber of Commerce. Calcutta . 
a The Precioua Stone Importerl' and Bxporten' Aatoc:iaclOD, 

~baJ. • • . • . . . • 

3 The Indian Merchants Chamber. Bombay 

4 All India Jewellen' Association, New Delhi 
S IDdian Chamber of Commerce. Calcutta 

6 Federation of IDdian Chamber of Commerce and Industry, 
New Delhi. 

7 The Anociatcd Chamben of Commerce of lQdia. Cal-
cutta • • • . • . • .'. 

• The Bombay Cultom House CleariDi Apnts' Asaociation, 
Bombay. . . . . . . • . 

9 The All India Manufacturers' OrpniaatiOD, Bombay • 

10 The Bombay Bullion Association LinUtecl, Bombay . 

II The Madra Jewellen' and Diamond MerchaDtt' Association 
Madras 

Ia The Bombay Diamond Merchants' Auociat ion, IbDbeJ. 
13 Andbra Prldesh QoId., Silver. Jewellery and Dilmonda 

Merchants' Allociation, Rajahmundry. . . • 

14 Trichy Shroff and Jewellen Association, Tiruchinpalli 

IS The Indian National Steamship Ownen' Aslociation, 
Bombay .••..••• 

16 Benpl National Chamber of Commerce and Industry. Cal-
cutta 

17 Shrj D.N. Mukerjoe, Retired Collector of Central Bxciae and 
Cl1Itoms and Advccate, Calcutta Hi.h Court, Calcutta . 

18 The Bombay Genuine Pearl Dealen Association, Bombay . 

19 The Pearls Importers and BxpJnerl Association, Bombay 
20 The Leadina; BlllUon Merchants. Dealen and Commission 

Apnta of Bombay. • . . . . • 

• 

Dates on which 
eYidID.ce WII ~ 

30-1-1962 

31-1-196:& 

31-7-1962 

31-7-1962 

1-8-1962 

1-8-1962 

3-8-1962 

2-8-1962 

2-8-1962 

1I-1-1~2 

1-9-1962 

1-9-1962 
1-9-1962 



(Vide para 8 of the Repqrt) 

Sab.ColillDlttee of the Select Committee GO·· the .c.teIu am. .tid . . 

COMPOSmON 

1. Shr1 S. V. Kl'ishnamoorthy Rao-Chairmcm. 

,MEMBBRS 
2. 8hri' Ramchandra Vithal Bade 
3. Shri R. Ramanathan Chettiar 
4. 8hri Prabhu Dayal Himatsingka 
5. 8hri Hari Vishnu Kamath 
6. Shri Nirendrasingh Mahida 
7. 8hri Bakar Ali Mirza 
8. 8hri R. R. Morarka 
9. Shri Prabhat Kar 

.10.Shri Shivram Rango Rane. 

SBcurAlUA'l' 

Shri A. L. Rai-Deputy SeCTeta.?1/ • 

• 



.6 APPENDIX V 
MINUTES OF THE SITTINGS OF THE SELECT CQMl4ITTEE ON 

THE CUSTOMS BILL, 1962 

I 
PInt· stttiq-

The: Committee- met. on Tbursday, the 21st J.une" 1962,. from 
14.03 to 14.30 hourL 

PRESENT 
Shri S. V. Krishnamoorthy Rao-Chai.rm4n. 

MEMBERS 

2. Shri Ramchandra Vitb.al Bade 
3. 81m G. BisU 
4. Shri R. Ramanathan Chettiar 
5. Shri B. D. Deshmukh 
6. SAri Vishwanath Singh G\lhmari 
7. Shri J. N. Hazarika 
8. Shri N arendrasingh Mahida 
9. Shri Bakar Ali Mirza 

10. Shri R. J!. Morarka 
11. Shri Shankarrao' Shantaram More 
12. Shri Ghanshyamlal Oza 
13.' Shri Pra~hat Kar 
14. Shri A. V. Raghavan 
15. Shri Shivram Rango Rane 
16. Shri R. V. Reddiar 
17. Shri Sumat Prasad 
18. Shri Bali Ram Bhagat. 

Dlw'TsKAN 

Shri G. R. Bal, Additional Draftsman, MiniStry of LatD. 
REPREsENTA'l'IVES OF THE MlNISTRIES AND OTHER OFnCERS 

1. Shri V. T. Dehejia, Secretary, DepaTtment of Revenue, 
Ministry of Finance. 
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,.' . ~ 

a~ 8hri D. P •. lAoand, Member, Central Board of Revenu.e and 
u~cio Joiftt Secr~4ry, Ministry of Finance. 

a. Shri M. G. Abrol, Offtcer on Special Du.ty, Ministry oj 
Finclnce. 

SBcuTABIAT 

Shri A. L. Rai. 'Deptd~ Secreta'1l. 

2. The Committee considered whether any evidence should be 
taken by them and whether it was necessary to issue a press com-
munique advising associations and'individuals desirous of presenting 
their suggestions or views before, the Committee in respect of the 
Bill to submit written memoranda thereon. 

3. It was decided that a press communique might be issued ad-
vising aasociations, public bodies and individuals who are desirous 
of presenting their suggestions or views or giving evidence befor!' 
the Committee in respect of the Bill to send written memorand~ 

thereon to the Lok Sabha Secretariat by the 16th July. 1962. 

4. The Committee authorised the Chairman to decide after eX"l· 
mining the memoranda as to which of the associations etc. might be 
called u~n to give oral evidence before the Committee. 

5. The Committee desired that relevant literature on the Bill 
such as, Acts of the Indian Legislature. U.K. Customs and Excise 
Act. 1952 and Badhwar Committee Report might be circulated to 
the members of the Committee. 

S. The Committee decided to sit from ~e 30th" July, 1962 on-
wards for hearing evidence. 

7. The Committee then adjourned to meet again on Monday, the 
30th July, 1962 at 14.00 hours. 



II 

SecoDd Sitting 

The Committee met on Monday, the 30th July, 1962, from 14.00 
to 16.30 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairman. 

MEMBERS 
2. Shri Ramchandra Vithal Bade 
3. Shri G. Basu 
4. Shri Tridib Kumar Chaudhuri 
5. Shri R. Ramanathan Chettiar 
6. Shri N. T. Das 
7. Shri Morarji Desai 
8. Shri B. D. Deshmukh 
9. Shri J. N. Hazarika 

10. Shri Prabhu Dayal Himatsingka 
11. Shri Hari Vishnu Kamath 
12. Shri Narendrasingh Mahida 
13. Shri Bakar Ali Mirza 
14. Shri Mahesh Dutta Misra 
15. Shri R.. R. Morarka 
1~. Shri Shankarrao Shantaram More 
17. Shrimati Savitrl Nigam ... 
18. Shri Ghanshyamlal Oza 
19. Shri Prabhat Kat 
20. Shri A. V. Raghavan 
21. Shri Shlvram Bango Rane 
22. Shri R. V. Reddiar • 
23. Shri M. Shankaraiya 
24. Dr. L. M. Singhvi 
25. Shri Sumat Prasad. 

..'11 . . -
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DRAP"l'SMEN 

1. 8hri G. R. Bal, Joint Secretary and Draftsman, Ministry of 
Law. 

2. Shri C. J. Venkatachari, Deputy Draftsman, Ministry of 
LAw. 

REPREsENTATIVES OF THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. D,ehejia, Secretary, Department of Revenue, 
Ministry of Finano~. 

2. 8hri D. P. Anand, Member, Central Board of Revenue a'1d 
ex-offlcio Joim Secretary, Ministry of Finance. 

3. 8hri M. G. Abrol, Officer .on Special Duty, Ministry of 
Finance. 

SECUTABIAT 

8hri A L. Rai, Deputy Secretary. 

WITNESSES • 
t. Bharat Chamber of Commerce,Calcutta. 

1. 8hri L. R. Das Gupta 
2. Shri D. P. Kajaria 
3. Shri R. L. Maheshwari. 

II. The Precious Stone Importers' and Exporters' Ass.ociation, 
Bombay. 

1. Shri Jaiysukhlal D. Zaveri 
2. Shri Kirtilal K. Doshi 
3. Shri Pravin M. Nanavati 
4. Shri J. R. Gagrat. 

2. The Committee heard the evidence given by the represent'l-
tives of the Associations named above. 

3. A verbatim reCord of the ev.idence ,given was -taken. 
4 .• The Committee decided to meet at 09.00 hours on Tu.esday, 

the 31st July, 1962 and at 14.00 hours on Wednesday, the 1st August, 
1982. 

The Committee then adjourned. 



III 

Third Sitting 

The Committee met on Tuesday, the 31st July, 1962 from 09.01 
to 11.54 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairman. 
MEMDRS 

2. Shri Ramchandra Vithal Bade 
3. Shri G. Basu 
4. Shri Tridib Kumar· Chaudhuri 
5. Shri R. Ramanathan Chettiar 
8. Shri N. T .. Das 
7. Shri Morarji Desai 
8. Shri B. D. Deshmukh 
9. Shri J. N. Hazarika 

10. Shri Prab}:lu Dayal Himatsingka 
11. Shri Hari Vishnu Kamath 
12. Shri Narendrasingh Mahida 
13. Shri Bakar Ali Mirza 
14. Shri Mahesh Dutta Misra 
15. Shri R. R. Morarka 
18. Shri Shankarrao Shantaram More 
17. Shrimati Sa'Vitri Nigam 
18. Shri Prabhat Kar 
19. Shri A. V. Raghavan 
20. Shri Shivram Rango Rane 
21. Shri R. V. Reddiar 
22. Shri M. Shankaraiya 

_ 23. Dr. L. M. Sillghvi 
24. Shri Sumat Prasad 
25. Shri Bali Ram Bhagat. 

; ..... ~ 3 
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DRAn'SMEN 

1. Shri G. R. Bal, Joint Secretary and Dnaftsm.an, MiniltrJl of 
Law. 

2. Shri C. J. Venkatachari, Deputy Draftsman, Miniltry 0/ 
Law. 

REPRESENTATIVES or THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department of Revenue, 
Ministry of FiMftCe. 

2. ~hri D. P. Anand, Member, Central Board of Revenue and 
e:c-ofJlcio Joim Secretary, Ministry of Finance. 

3. Shri M. G. Abrol, Officer on Special Duty, MiAistTy of 
Finance. 

SECRETARIAT 

Shri A. L. Rai, Deputy Secretary. 

WITNESSES 

I. The Indian Merchants' Chamber, Bombay. 
1. Shri Pravinchandra V. Gandhi 
2. Shri Ambalal Kilachand 
3. Shri C. L. Gheevala 
4. Shri D. S. Pendurkar. 

II. All India Jewellers' Association, New Delhi. 
1. Shri Bhola Nath 
2. Shri Sultan Singh Backliwal 
3. Shri Jawaharlal 
4. Shri V. J. Merchant. 

III. Indian Chamber of Commerce, Calcutta. 
1. 8hri B. P. Khaitan 
2. 8hri H. R. Sugl. 

_3. Shri B. Kalyanasunciaram. 

2. The Committee heard the evidence given by the representa-
tives of the Associations named above. 

3. A verbatim record of the evidence given was taken down. 

4. The Committee decided to take up clause by clause considera-
tion of the Bil} from Thursday, the 2nd August, 1962 after the con-
clusion of evidence. 
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5. The Committee decided to sit at 09.30 hours on Thursday, 

2nd August, 1962. 

6. The Committee then adjourned to meet again on Wednesday, 
the 1st Auguat, 1962 at 14.00 hours. 



IV 
Fourth Slttln, 

The Committee met on Wednesday, the 1st August, 1962 from 14.00 
to 17.33 hours. 

PRESENT 

8hri 8. V. Krishnamoortby Ra0-Ch4irmaft. 

MEMBERS 
2. 8hri Ramchandra Vithal Bade 
3. Shri G. Basu 
4. 8hri Tridib Kumar Chaudhuri 
5. Shri R. Ramanathan Chettiar 
6. Shri N. T. Das 
7. Shri Morarji Desai 
8. Shri B. D. Deshmukh 
9. Shri J. N. Hazarika 

10. 8hri Prabhu Dayal Himatsingka 
11. Shri Narendrasingh Mahida 
12. Shri Bakar Ali Mirza 
13. 8hri R. R. Morarka 
14. Shri Shankarrao Shantaram More· 
15. Shri Prabhat Kar 
16. Shri A V. Raghavan 
17. Shri Shivram Rango Rane 
18. 8hri R. V. Reddiar 
19. 8hri M. Shankaraiya 
20. Dr. L .M. Singhvi 
21. 8hri Sumat Prasad 
22. Shri Ball Ram Bhagat. 

DlW"I'SMEN 

1. Shrf G. R. Bal, Joint Secretary and DraftBman. Mini8tr1l 01 
LenD. 

2. Sbri C. J. Venkatachari, Deputy Draftsman, MiniBt", of Law. 

78 



REPRESENTATIV£S OF THE MINISTItl:D AND 0rm:R OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department of Revenue~ 
Ministry of Finance. 

2. Shri D. P. Anand, Member, Central Board of Revenue and 
e%-Otf1cio Joint Secreta.ry, Ministry 0/ Finance. 

8. Shri M. G. Abrol, Officer on Special Duty, Ministry of 
Finance. 

SECRETARIAT 

ahri A.. L. RBi-Deputy Secretary. 

W1TlfESSES 

I. Federation of Indian Chamber of Commerce and Industry, New 
Delhi. 
1. Shri Bharat Ram. 
2. Shri Ambalal Kilachand. 
3. Shri J. N. Guzder. 
4. Shri P. Chentsal Rao. 
5. Shri G. B. Sundriyal. 

II. The Associated Chambers of Commerce of India, Calcutta. 
l. Shri J. L. Purl. 
2. Mr. J. H. Forman. 
3. Mr. R. von Leyden. 

III. The Bombay Custom House Clearing Agents' Association, 
Bombay. . 

1. Shri K. D. Pathak. 
2. Shri M. T. Bandivdekar. 

2. The Committee heard the evidence given by the representatives 
o)f the Associations named above. 

3. A verbatim record of the evidence given was talren down. 
4. The Committee then adjourned to meet again on Thursday, the 

2nd August, 1962 at 09.30 hours. 
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Fifth Sitting 

The Comiliittee met on Thursday. the 2nd August. 1962 from 09.30 
to 12. 53 hours. 

PRESENT 

8hri 8. V. Krishnamoorthy Rao-Chainnan. 

MEMBERS 
2. Shri Ramchandra Vithal Bade. 
3. Shri R. Ramanathan Chettiar. 
4. Shri N. T. Du. 
5. 8hri Morarji Desai. 
6. Shri B. D. Deshmukh. 
7. Shri J. N. Hazmika. 
8. Shri Prabhu Dayal Himatsingka. 
9. Shri Hari Vishnu Kamath. 

10. 8hri Narendrasingh Mahida. 
11. Shri Bakar Ali Mirza. 
12. Shri R. R. Morarka. 
13. Shri Shankarrao Shantaram Mare. 
14. Shrimati Savitri Nigam. 
15. Shri Prabhat Kar. 
16. Shri A. V. Raghavan. 
17. Shri Shivram Rango Rane. 
18. 8hri R. V. Reddiar. 
19. Shri M. 8hankaraiya .. 
20. Dr. L. M. 8inghvi. 
21. 8hri Sumat Prasad. 
22. Shri Bali Ram Bhagat. 

DRArrsMEN 

1. 8hri G. R. Bal, Joint Secretary and Drajtl'fft.4n, Ministry of. 
Law. 

2. Shri C. J. Venkatachari, Deputy DrajtB'lTl4n, Minist71l of Law. 

78 
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REPRESENTATIVES OF THE MImsTRlZS AND OTHER ~CERS 

1. Shri V. T. Dehejia, SeC'feta:ry, Department of Revenue, 
Ministry of Finance. 

2. Shri D. P. Anand, Member. Central Board of Revenue and u-
otJicio Joint Secretary, Ministry of Finance. 

3. Sbri M. G. Abrol, Officer on Special Duty, Minimtl of 
Fincmce. 

SECRETAlUAT 

Shri A. L. Rai-Deputy Secretary. 

WI'l'NESSES 

I. The AU India Manufacturers' Organization, Bombay . 
. 1. Shri Prabhu V. Mehta. 

2. Shri Hans Raj Gupta. 
3. Shri D. M. Desai. 

n. The Bombay Bullion Association Limited, Bombay. 

1. Shri Chandulal Kasturchand. 

2. Shri Mangulal Trikamlal. 

3. Shri Amratlal SOnawala. 
4. Shri Chimanlal C. Shah. 

5. 8hri P. Gopalakrishniah. 
6. 8hri Jayendra Mehta. 

nI. The Madras Jewellers' and Diamond Merchants' Association, 
Madras. 

1. 8hri V. Pandurangiah. 

2. 8hri Harendra Mehta. 

3. 8hri P. Gopalakrishniah. 
4. 8hri Kanayalal Mehta. 

2. The Committee heard the evidence given by the representatives 
of the associations named above. 
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3. A verbatim record of the evidence given was taken down. 

4. The Committee decided to hear further evidence on the Bill on 
the 11th August. 1962. 

5. The Committee decided to ask for an extension of time for tbe 
presentation of their report upto the last day of the finit week of 
the Third session of Lok Sabha and authorised the Chairman and, in 
his absence, Shri P. D. Himatsingka to move the necessary motion In 
the House. 

6. The Committee then adjourned to meet again on Saturday, the 
11 th August. 1962, at 09.30 hours. 



VI 
Sixth SittiDg 

The Committee met on Saturday, the 11th August, 1962 from 09.40 
to 12.27 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairmcln. 

2. Shri J. N. Hazarika. 
3. Shri Narendrasingh Mahida. 
4. Shri Bakar Ali Mirza. 
5. Shri Shankarrao Shantaram More. 
6. Shrlmati Savitri Nigam. 
7. Shri R. V. Reddiar. 
8. Shri M. Shankaraiya. 
9. Shri Sumat Prasad. 

10. Shri Bali Ram Bhagat. 

DRAFTSMEN 

1. Shri G. R. Bal, Additional Draftsman, Ministry of Law. 
2. Shri C. J. Venkatacharl, Deputy Draftsman, Ministry of Law. 

RZPRESENTATIVES OF THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department. of Revenue, 
Ministry of finance. 

2. Shri D. P. Anand, Member, Central Board of Revenue and 
ez-otfi,eio Joint Secretary, Ministry of Finance. 

3. Shri M. G. Abxol, Officer on Special Duty, Ministry of 
Finance. 

SECRETARIAT 

Shri A. L. Rai-Depu.ty Secretary. 

81 
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WmmJSlS 

'.'" --,..,... 

I. The Bombay Diamond Merchants' ABloci4tion, Bombay. 
1. Shri Chandrakant B. Jhaveri. 
2. Shri Ramnikla1 B. Jhaverf. 
3. Shri Mahendra G. Mehta. 

n. Andhra Pradesh Gold, Silver, Jewellery cmd Diamonct. 
Merchants' Association, Rajahmundry. 
1. Shrl Sampat Kumar Bang. 
2. Shrl XovUmundi Venkataswarao. 
3. Shri V. L. N. Venkataram.yya. 
4. Shri Nimmala Sambasiva Rao. 

m. Trichy Shroff and Jewellers ABSoeiation, Tiruchtrap411i. 
1. Shri Rajaman~ar. 
2. Shri R. Mahdava Rao. 
3. Shri P. Ramaswami. 
4. Shri M. Veerasami Naidu. 
5. Shri K. P. Lakshmana Padayachi. 

IV. The Indian National Steamship Owners' ABBoci4tioa, Bombay. 
Shri K. K. Kothawala. 

2. The Committee heard the evidence given by the representatives 
of the associations named above. 

3. A wrbatim record of the evidence given was taken down. 
4. The Committee desired that copies of the Gustoms Manual 

mi~ht be circulated to the members of the Committee. The Deputy 
Minister of Finance infonned the Committee that he would try to 
procure as many up-to-date copies of the Manual as possible, for the 
use of the members. 

5. Some members suggested that the Committee might undertake 
an on-the-spot study tour of some of the Customs Offices at the air-
ports and ports to acquaint themselves with their working and see 
how far the difficulties brought out in th~ evidence were justified 
and what remedies could be devised to resolve them. The Chairman 
observed that he would discuss the matter with the Speaker. 

6. Th~ Chairman then announced that the following associations! 
Individual would be called upon to send their representatives to give 
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oral evidence before the Select Committee on the 1st September, 
1962:-

(1) Bengal National Chamber of Commerce and Industry, 
Calcutta. 

(2) Shri D~ N.· Mukerjee, Retired Collector of Central Excise 
and Customs and Advocate, Calcutta High Court, Cal-
cutta. 

(3) The Bombay Genuine Pearl Dealers' Association,. Bombay. 
(4) The Pearls Importers and Exporters Association, Bombay. 
(5) The Leading Bullion Merchants, Dealers and Commission 

Agents of Bombay. 

7. The Co.mmittee then adjourned to meet again on Saturday, the 
1st September, 1962 at 09.30 hours. 



Vii 
Seventh Sittina 

The Committee met on Saturday, the 1st September, 1962 from 
09.35 to 13.25 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairman. 
MEMBERS 

2. 8hri Tridib Kumar Chaudhuri. 
3. Shri It. Ramanathan ChettiaT. 
4. Shri N. T. Das. 
5. Shri J. N. Hazarika. 
6. 8hri Hari Vishnu Kamath. 
7. 8hri Narendrasingh Mahida. 
8. Shri Bakar Ali Mirza. 
9. 8hri R. R. Morarka. 

10. Shri Shankarrao Shantaram More. 
11. Shri Prabhat Kar. 
12. 8hri A. V. Raghavan. 
13. Shri Shivram Rango Rane. 
14. Shri R. V. Reddiar. 
15. Shri M. Shankaraiya. 
16. Shri Sumat Prasad. 
17. Shri Bali Ram Bhagat. 

DRArrsMAN 

8hri G. R. Bal, Additional Dra/t'm4n, MiniBirll 0/ Law. 

Ri:pR&C)ENTATIVES OF THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department 01 Revenue, 
Ministrll oj Finance. 

2. Shri D. P. Anand, Member, Central Board of Revenu.e and 
e~-otficio Joint Secretary, MiniBtry of Finance. 

3. Shri M. G. Abrol, Officer on Special Dui1/, MiniBirll 01 
FiftA~ . 



SS 
SECRETARIAT 

Shri A. L. Rai-Deputy Secretary. 

Wmn:ss. 
I. Bengal National Chamber of Commerce and Iuuat71l, CaZcuttCL 

1. Shri D. N. Mukerjee. 
2. Shri A. N. Daing. 

3. Shri B. C. Sen. 
4. Shri A. R. Dutta Gupta. 

II. Shri D. N. Muker;ee, Retired Collector of Central E:x:cise aM 
Customs and Advocate, Calcutta High Cou.rt, Calcutta. 

III. The Bombay Genuine Pearl Dealers Association, Bombay. 
Sbri Jawahar M. Jhaveri. 

IV. The Pearu Importers and Exporters Association, Bo,nbclY. 
Shri Pravin M. Nanavati. 

V. The Leading BuUion Merchant" Dealers and Commission 
Agents of Bombay. 

1. Shri Valimahammed Gulamhusain. 
2. Shri Amichand Valamji. 
3. Shri Kantilal Chunilal. 

4. Shri Dolatram Bherumal. 
5. Shri P. Gopalekrishnah. 
6. Shri Kapurchand Chimanlal. 

7. Shri J. R. Gagrat. 

2. The Committee heard the evidence given by the representatives 
of the associations and individual named above. 

3. A verbatim record of the evidence giv'ln was taken down. 

4. The Chairman announced that he had discussed with the 
Speaker the proposal made by some members at the last sitting that 
the Committee might undertake an on-the-spot study tour and that 
the Speaker was agreeable to such a toU1" being undertaken by a 
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sman sub-Committee and not by the whole Committee. After some 
discussion it was decided that the Chairman might again approach 
the Speaker to permit the whole Committee to undertake such a tour. 
If such a permission was not granted then a sub-Committee consist-
Ing of about ten members nominated by the Chairman might visit 
Calcutta, where the sub-Commit~ would have an opportunity to 
familiarise themselves with the working of Customs Offices at the 
port, the airport as well as on the land border, for four days from 
the 10th to 13th October, 1962. 

5. The Committee then adjourned to meet again on Monday, the 
15th October. 1962 at 10.30 hours. . 



vm. 
EIghth SlttiDg 

The Committee met on Monday, the 15th October, 1962 from 10.30 
to 12. 515 hours. 

PRESENT 

Shri S. V. KrishnamoortQY Rao-Chairm4n. 

MEMBERS 

2. Shri Ramchandra Vithal Bade. 
3. Sbri Tridib Kumar Chaudhuri. 
4. Shri R. Ramanathan Chettiar. 

'5. Shri N. T. Das. 
6. Shri Morarji Desai. 
7. Shri B. D. Deshmukh. 
8. Shri Vishwanath Singh Gahmari. 
9. Shri J. N. Hazarika. 

10. Shri Prabhu Dayal Himatsingka. 
11. Shri Hari Vishnu KBmath. 
12. Shri Narendrasingh Mahida. 
13. Sbri Bakar Ali Mirza. 
14. Shri Mahesh Dutta Misra. 
15. Shri R. R. Morarka. 
16. Shrimati Savitri Nigam. 
17. Shri GhanshyamlaI Oza. 
18. Shri Prabhat Kar. 
19. Shr1 A. V. Raghavan. 
20. Shri Shivram Rango Rane. 
21. Shri R. V. Reddiar. 
22. Shri K. V. Ramakrishna Reddy. 
23. Shri M. Shankarai)'a. 
24. 'Dr. L. M. Sfnghvi. 
25. Shri Sumat Prasad. 
26. Shri Ball Ram Bhagat. 
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DaArrsMJllN 

1. Shri G. R. Bal, AclditWnal Draftsman, MiniBt'1/ of Law. 

2. Shri C. J. Venkatachari, Deputy Draftsman, Ministry of Law. 

lb:PUSENTATIVES OF THE MINISTRIES AND Orm:a QITICERS 

1. Shrf V. T. Dehejia, Secreta'1/, Department of Ret1enue, 
Ministry of Finance. 

2. Shri D. P. Anand, Member, Central Board of Revenue and 
ex-oftlcio Joint Secretary. Minist'1/ of Finance. 

3. Shri M. G. Abrol, Officer on Special Duty, Minist'1/ of 
Finance. 

SIlCRETARIAT 

Shri A. L. Rat-Deputy Secretary. 

2. At the outset, the Chairman informed the Committee that a 
sub-Committee consisting of the under mentioned members, nominat-
ed by him, had undertaken an on-the-spot study tour at Calcutta 
from the 10th to the 13th October, 1962: 

1. 8hri S. V. Krishnamoorthy Rao-Chairman. 
2. Shri Ramchandra Vithal Bade. 
3. Shri R. Ramanathan Chettiar. 
4. 8hri Prabhu Dayal Himatsingka. 
5. Shri Hari Vishnu Kamath. 
6. Shri Narendrasingh Mahida. 
7. Shri Bakar Ali Mirza. 
8. Shri R. R. Morarka. 
9. Shrf Prabhat Kar. 

10. Shri Shivram Rang~ Rane. 

Shri Bali Ram Bhagat, Deputy Minister of Finance, had also join-
ed the sub-Committee at Calcutta where the members visited the 
various departments located in the Customs House. They also went 
to the Dum Dum Airport, docks and jetties at the .Calcutta port and 
land customs check post at the Petropol Road and Petropol Railway 
Station. 

3. The Committee then took up clause by clause consideration of 
the Bill. 
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4. Clause 2.-Discussion on the following amendment was held 
over: 

Page 4, line 8, 
after "section 113" add-"and includes goods brought into and 

taken out of India without clearance through the 
customs authorities". 

Subject to above, the clause was adopted without amendment. 

5. 'Claures 3 to IO.-These clauses were adopted without amend-
ment. 

6. C1cwse ll.-The following aJ;1endment was accepted: 
Page 6, line 37, 

for "which prejudicially affects" substitute "which is likely 
to, prejudicially affect". 

The Draftsman was directed to examine whether the provisions 
of sub-clause (2) (q) of the clause should be amplified to cover 
treaties entered into by the Government of India with foreign coun-
tries and to examine whether a provision prohibiting export or 
Import of articles against public policy is necessary. 

Subject to above, the clause, as amended, was adopted. 

7. Clause 12.-The clause was adopted without amendment. 

8. Claure'13.-The following amendment was considered: 

Page 7, line 21, at the end, add-

"except (a) where the whole of the goods are pilfered or 
(b) where some of the goods are pilfered and the 
importer relinquishes his little to the remaining goods.". 

The Draftsman was directed to re-draft the clause, in the light of 
discussion in the Committee. 

9. Clause 14.~The following amendments were accepted: 
'Page 7, 

(i) line 26, 
Omit unormal". 

(il) line 26, 
for "are sold" substitute "are ordinarily sold". 

(iii) line 28, 
Om.it "ordinary". 



(iv) Une 32, 
for Uthe normal price" substitute "such price" . . 

The clause, as amended, was adopted. 

10. Clauses 15 to 22.-These clauses were adopted without amend-
ment. 

11. Clause 23.-Discussion on the clause was held over. 

]2. Clauses 24 to 27.-These clauses were adopted without amend-
ment. 

13. Clause 28.-'1'he following amendments were accepted: 

(1) Page 13, line 35, 

for Uissue notice to" substitute userw notice on". 

(it) Page 14, lines 3-4, 
for Has if the words 'within six months from the relevant 

date' were omitted" R'lLbstitute "as if for the words 'six 
months' the words 'five years' were substituted.". 

The clause, as amended, was adopted. 

14. Clause 29.-The following amendment was considered: 

Page 14, 
after line 31, add-

.. (2) In case the J)lerson in char~e of an aircraft is com1)el-
led by accident. stress of weather or other unavoid-
able causes, to land at a place other than a customs 
aifl)Ort, he shall immediate1y report the IAndin~ to 
a pro-per officer or constable and .shall on demand 
produee to him the .~Toumev Lo~ B,.,ok belon~tnl! to 
the aircraft and shall not without the eon sent of an 
officer 1)ermit any Jtoods c'a:rried in the aircraft to be 
unloaded or any of the crew or 1)aS8en~er to doellllrt 
from the vieinity of the aircraft and sha 11 comply 
with the directions given by the proper oftlcer: 

Provid,.d thllt nothin~ in this mln-section shall prohibft the 
denarture of crew or llassen~r from the vicinitv of 
or the removal of I!oods from an airc.raft where that 
denarture or removal is necessary for reasons of 
health. safety or the' preservation of Ufe and· pro-
perty.". 



Discussion on the clause was held over. 

'15. ClAuse 30.-The following amendment was accepted: 
Page 14, line 33, 

for "immediately" substitute "within twenty-four hours". 
The clause, as amended, was adopted. 
16. Cla.uses 31 to 35.-These clauses were adopted without amend-

.nent. 

17. ClAuse 36.-~e foU()Wing amendment was accepted: 
Page 18, line 9, at the end add "if any" . . 

Discussion on the clause was held over. 

18. The Committee then adjourned to meet again on Tuesday, the 
16th October, 1962 at 10.30 hours. 
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Ninth SlttiD, 

The Committee met on Tuesday, the 16th October, 1962 from 
lO.33 to 13.07 hours. 

PR.l!lSENT 

Shri S. V. Krishnamoorthy Rao-Chairman .. 

2. Shri Ramchandra Vithal Bade 
3. Shri Tridib Kumar Chaudhuri 
4. Shri R. Ramanathan Chettiar 
5. Shri Morarji Desai 
6,. Shri B. D. I>$hmukh 
7. Shri Vishwanath Singh Gahmari 
8. Shri J. N. Hazarika 
9. Shri Prabhu Dayal Himatsingka 

10. Shri Hari Vishnu Kamath 
11. Shri N arendrasingh Mahida 
12, Shri Bakar Ali Mirza 
13. Shri Mahesh Dutta Misra 
14. Shri R. R. Morarka 
15. Shrimati Savitri Nigam 
16. Shri Ghanshyamla1 Oza 
17. Shri Prabhat Kar 
18. Shri A. V. Raghavan 
19. Shri Shivram Rango Rane 
20. 8hri R. V. Reddiar 
21. Shri K. V.' Ramakrishna Reddy 
22. Shri M. Shankaraiya 
23. Dr. L. M. Singhvi 
24. Shri Sumat Prasad 
25. Shri Bali Ram Bhagat. 
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1. Shri G. R Bal, Additional Draftsman, Ministry of Law. 
2. Shri C. J. Venkatachari, Deputy Draftsman, Ministry of 

Law. 

REPREsENTA'I'IVFS OF THE MINIsTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secreta.ry, Department . of Revenue, 
MinistTy of Finance. 

2. Shri D. P. Anand, Member, Central BOard of Revenue and 
ez-officio Joint Secretary, Ministry of Finance. 

3. Shri M. G. Abrol, Officer on Special Duty, Ministry of 
Finance. 

SECRETARIAT 

Shri A. L. Rai-Deputy Secretary. 
2. The Committee resumed clause by clause consideration of the 

Bill. 

3. ClaU8eB 37 to 4O.-Tbese clauses were adopted without amend-
ment. 

4. Clause 41.-The following amehdment was accepted: 
Page 16, for lines 38 to 41 substitute-

"Provided that if the agent of the person in charge of the con-
veyance furnishes such security as the proper. officer 
deems sufficient for duly delivering within seven days 
from the date of departure of the conveyance the export 
manifest or the export report, as the case may be, tne 
proper officer may (subject to such rules as the Central 
Government may make in this behalf) accept such 
manifest or report within the aforesaid period..". 

The clause,_ as amended, was adopted. 

6. Clauael 42 and 43.--These clauses were adopteq. without amend-
ment. . . 

The Committee desired that notifications issued under clause a 
ahoulci be laiel on the Table of both Houses of Parliament. 

6. ClGwe 44.-The clause was. adopted without amendment. 
7. Clause 45.-The clause was adopted without amendment. 

1967 (8) LS-14. 
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The Minister of Finance gave an assurance that instructions 

would be issued for maintaining the records, under this clause, up-
to-date. 

8. Clause 46.-The clause was adopted without amend1nent. 
9. Clause 47.-The following clause was adopted in place of the 

existing clallle 47:-
Page 19. for lines 19 to 23 su.bstit'Ute-

"47. Wkere the proper ollcer is satisfied that any goods enter-
ed for home consumption are not prohibited goods and 
the importer has paid the import duty, if ~, assessed 
thereon and any charges. payable under this Act in res-
pect of the same, the proper ofBcer may make an order 
permitting clearance of the goods for home consump-
tiOll. ... 

10. C'Zatue 48.-The follOwing amendment was considered: 
Page 19, line 27, 
after ''may allow" insert-

"or if the title to any imported goods is relinquished". 
Discussion on the clause was held over. 

11. Clause, 49 and SO.-These clauses were adopted without 
ameDdment. 

12. CIauH 5t.-The following clause was adopted in place of the 
existing clause 51: 

Page 20, 
for lines 9 to 13 su.b,titute-

"51. Where the proper oftlcer is satiafled that any goods enter-
ed for export are not prohibited. goods and the exporter 
has paid the duty, if 8I).y, assessed thereon and any 
char,es payable und~ this. Act in respect of the same, 
the proper oftlcer ma.y mak.e an order permitting clear-
ance and loading of the goods for exportation." 

13. Clause, 52 to 68.- These clauses were adopted without 
ameDdment. 

1"- CIa"", Sg.-The following amendment was considered: 
Paae 25, 
after line 29, i",~ 

.. (3) Without prejudice to the provisions Of Sub-Section (1) 
bereaf, any warehoused stores may be shipped on any 
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foreign-going vessel or aircraft without payment of im· 
port duty to be consumed thereon during the stay in 
India of such vessel or aircraft and during the period 
such vessel or aircraft is a foreign-going vessel or air-
craft in such quantities as the proper officer may deter-
mine having regard to the size of the vessel or aircraft, 
the number of passengers and crew and the length of 
the vessel's stay in India.". 

The draftsman was directed to examine the amendment. 
Discussion on the clause was held over. 
15. C141Ues 70 to 73.-These clauses were adopted without amend-

ment. 

16. Cla1Ue 7'.-The following amendment was accepted: 
Page 26, lines 34-35, 

fOT "ninety-five" substitute "nlnety-eight". 
The clause, as amended, was adopted. 
17. Clauses 75 to 79.-These clauses were adopted without amend-

ment. 
18. Cla1Ue 80.-The Draftsman was asked to examine whether a 

provision should not be made in t~ clause against carriage of pro-
hibited goods by a passenger in hi. baggage. 

Subject to above, the clause was adopted without amendment. 
19. Clauses 81 to 85.-These claU18S were adopted without amend-

ment. 
20. The Committee then adjoUl'lUKl to meet &lain on Wednesday, 

the 17th October, 1962 at 09.30 hoon. 
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Tenth Slttl.., 

The Committee ~et on Wednesday, the 17th October, 1962 from 
09.33 to 13;07 hours.·' 

PRESENT 

Shri S. v. KrislUwnoorthy Ra0-Ch4irman. 

MDnas 

2. Shri Ramchandra Vithal Bade 
3. Shri Tridib Kumar Chaudhuri 
4. Shri R. Ramanathan Chettiar 
5. Shri N. T. Das 
6. Shri Morarji Desai 
7. Shri B. D. Deshmukh 
8. Shri Vishwanath Singh Gahmari 
9. Shri J. N. Hazarika 

10. Shri Prabhu Dayal Himatsingka 
11. Shri Hari Vishnu Kamath 
12. Shri N arenciTasingh Mahida 
13. Shri Bakar Ali Mirza 
14. Shri Mahesh Dutta Misra 
15. Shri R. R. Morarka 
16. Shrimati Savitri Nigam 
17. Shri Ghanshyamlal Oza 
18. Shri Prabhat Kar 
19. Shri A. V. Raghavan 
20. Shri Shivram Rango Rane 
21. Shri R. V. Reddiar 
22. S~i K. V. Ramakrishna Reddy 
23. Shri M. Shankaraiya 
24. Dr. L. M. Singhvi 
25. Shri Sumat Prasad 
26. Shri Bali Ram Bhagat. 



DRAPTSMD 

1. Shri G. R. Ba1, Additional DrajtlTJ14n, Ministry of Law . • 
2. Shri C. J. Ven,katachari, Deputy Draftsman. Ministry of 

Law. 

REPRESENTATIVES OF THE MINISTRIES AND OTHER On'ICERS 

1. Shri V. T. Dehejia, Secretary, Department of Revenue, 
Ministry of Fintmce. 

2. Shri D. P. Anand, Member, Central Boord of Revenue and 
ex-oftlcio Joim Secretary, MinistT'y of Finance. 

3. Shri M. G. Abrol, Of]icer on Special Du.ty, Ministry of 
Finance. 

SBCUTARIAT 

Shri A. L. Rai-Deputy Secretary. 

2. The Committee resumed clause by clause consideration of the 
B111. 

3. Clames 86 and 87.-These clauses were adopted without amend-
ment. 

4. Clame 88.-The following amendments were accepted: 

Page 30, 
(i) line 37, 

Jor "modification that" substitu.te "modifications that (a)". 

(li) line 40, at the end add-
"(b) in the case of drawback on fuel and lubricating oil taken 

on board any foreign-going aircraft as stores, sub-sec-
tion (1) of section 74 shall have eftect as if for the words 
'ninety-eight per cent' the words 'the whole' were sub-
stituted." 

The clause, as amended, was adopted. 
5. Clauses 89 to 100.-These clauses were adopted without amend-

ment. 
6, C'l4me lOl.-The following amendment was accepted~ 

Page 34, 
for lines 3 and 4 su.bstitute- I, 

., (b) diamonds; 
(c) manufactures of gold or diamonds;" 

" 
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The clause, as amended, was adopted. 

7. Clause 102.-The following amendments were accepted: 
Page 34, 

(i) line 10, 

c.fter "take him" m.ert-
"without u.nneceuary delay". 

(if) for line 19 substitute-

"(4) No female shall be searched by anyone except by a 
female". 

The Draftsman was directed to examine whether a search under 
this clause should not be made before witnesses. 

Subject to aboye, the clause, as amended, was adopted. 

8. C'lc.use 103.-The clause was adopted without amendment. 
9. Clause l04.-The following am.endment was accepted. 
Pages 35 and 36, 

for lines 40 to 43 and 1 to 3 respectively substitute-
.. (3) Notwithstanding anything contained in the Code of Cri-

minal Procedure, 1898, an offence under this Act shall 
not be cognizable." 

The clause, as amended, was adopted. 
\" 10. Clause 105.-The follOwing amendment was accepted: 
'-page 36, line 14, t •• 

at the end add-
"subject to the modification that sub-section (S) of section Ie 

of tYle saId Code shall have effect as if for the worc:l 
'Magistrate' wherever it occurs the words 'Collector of 
Customs' were substituted." 

The clause, as amended, was adopted. 

11. Clause l06.-The clause was adopted without amendment. 
12. C1au.se 107.-The following amendments were accepted: 
Page 37, 

(1) line 6, omit "orally". 
(11) Omit lines 8-10. 

The clause, as amaDded, was adapted. 
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13. Clause 108.-The following amendment was accepted: 
Page 37, lines 11-12, 
1M "Any officer of customs empowered in this behalf by general 

or special order of the Collector of Customs" substitute-
uAny gazetted officer of customs". 

The clause, as amended, was adoJ>t~. 
The Draftsman was directed to examine whether a provision 

could be made to ensure attendance of persons summoned under the 
clause. 

14. Clause 10g.-The clause was adopted without amendment. 
15. Clause llO.-The following amendments were accepted: 
Page 38, 

(i) line 1, 

1M "any officer of customs" substitute-
"the proper officer". • 

(ii) line 8, 

1M "Any officer of customs" substitute-
"The proper officer". 

(iii) after line 10, add-
" (3) The person from whOSe custody any documents are 

seized under sub-section (2) shall be entitled to make 
copies thereOf or take extracts therefrom in the presence 
of an officer of customs." 

The Draftsman was directed to examine whether a provision 
directing the Customs Officer to return the seized documents or '1 

things witbin A specified time should not be marte uncl~r this clause: I 

Subject to above, the clause, as amended, was adopted. 
16. Clause 111.-The clause was adopted without amendment. 
17. The Committee then adjourned to meet again on Thursday, 

the 18th October, 1962 at' 14.30 hours. 
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Eleventh Sittiq 

The Committee met on Thursday, the 18th October, 1962 from 
14.31 to 17.20 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Ch4iTm4n. 

MDous 

2. Shri Ramchandra Vithal Bade 
3. Shri Tridib Kumar Chaudhuri 
4. Shri R. Ramanathan Chettiar 
5. Shri N. T. ])as • 

6. Shri Morarji Desai 
7. Shri B. D. Deshmukh 
8. Shri Vishwanath Singh Gahmari 
9. Shri J. N. Hazarika 

10. Shri Prabhu Dayal Himatsingka 
11. Shri Hari Vishnu Kamath 
12. Shrt Narendrasingh Mahida 
13. Shri Bakar Ali Mirza 
14. Shri R. R. Morarka 
15. Shrimati Savitri Nigam 
16. Shri Ghanshyamlal Oza 
17. Shri Prabhat Kar 
18. Shri A. V. Raghavan 
19. Shri Shivram Rango Bane 
20. Shri R. V. Reddiar 
21. Shri K. V. R.ama.kriabna Reddy 
22. 8hri M. Sbankaraiya 
23. 8hri Sumat Prasad 
24. Shri Bali Ram Bhalat. 
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DIw'TsKD 
1. Shri G. R. Bal, Additional Draftsman, Ministry of Law. 
2. Shri C. J. Venkatachari, Deputy Draftsman, Ministry of 

Law. 

RzPusBNTATIVES or THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department of Revenue, 
Ministry of Finance. 

2. Shri D. P. Anand, Member, Central Board of Revenue and 
ex-oftlcio Joint Secretary, Ministry of Finance. 

3. Shri M. G. Abrol, OfJicer on Special Duty, Ministry of 
Finance. 

SBCRETABIAT 

Shri A. L. Rai-Deputy Secretary. 

2. The Committee resumed clause by clause consideration of the 
Bill. 

3. Clause 112.-The following amendments were accepted: 

1. Pages 39 and 40. 
omit line 30 and 31, and 1 and 2 respectively. 

2. Page 40, 

(i) line 3, 
for "(b)" substitute "(a)" 

(Ii) line 5, at the end add-
"abets the doing or omission of such an act, or" 

(iii) line 6. 
tOT "(c)" sub8titut~ "(b)" 

(iv) line 8, 
for "or selling" substitute "selling or purchasing" 

(v) line 14. 
jor "three times" substitute "five times" 

(vi) line 17. 
tOT "three times" substitute "five times" 

The clause, as amended, was adopted. 
1967 (B) LS....:.IS. 
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4. Clause 113.-The foUow.in,- amendment was accepted: 
.' Page! 41, lines ,18-19, 

for "which are not exported except on account of lack of space 
in the conveyance by whic~ they were tp be exported" 
substitute "which are not loaded for exportation on 

.,account of any wilful act, negligence or, .. default of the 
exporter, his agent or employee, or which after having 
been loaded for exportation.are.unloaded, without the 
pennission of the properoftlcer." 

. The clause, ali amendediwas· adopted. 
5. Clause 114.-The following amendments were accepted: 

1. Page 41, 
(i) omit lines 21 to 24; 
(ii) line 25, omit "(b) If; 

(iii) line 27, at the end add-

.. 

"or abets the ·doing. or··omillsion of sueb. an act."; 
(iv) line 31, 

for "three times" substitute ''five times"; 
(v) line 34, 

for "three times" substitute "five . times". 

2. Page 42, line 2, 
for "three times" substitute "five times". 

The clause, as amended, was adopted. 

• 

6. Clause. 115 to 117.-These clauses were adopted without 
amendment. 

7. Clause 118.-The following clause was adopted in place of the 
existing Clause 118: 

Page 43, 
for lines 22 to 24 subBtitute-

"118. <a) Where any goods imported in a package are liable 
to confiscation, the package and any other goods im-
ported in that package shall also be liable to confisca-
tion. 

(b) Where any goods' are brought in a package within the 
limitsaf a Customs area for the purpose of exportation 
and are liable to confiscation, the package and any other 
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goods contained therein shall also be liable to confisca-
tion." 

8. ClaUBe 119.-The clause was adopted without amendment., 
9. Clause 120.-Tbe following amendment· was accepted: 
Page 43, lines 36~7, 

for "such part. of the goods as is proved by him to have not 
been smuggled, shall not be liable to confiscation" sub· 
stitute "only such part of the goods the value of which 
is equal to the value of the smuggled goods shall be 
liable to confiscation". . 

The clause, as amended was adopted. 

10. Clauses 121 and 122.-These· clauses were adopted without 
amendment. 

11. ClaUBe 123.-The following amendment was aceepted: 
Page 44, lines 19-20, 

for "manufactures of gold and precious stones, precious stones" 
su.bstitute "diamonds, manufactures of gold or diamonds". 

The clause, as Ilmended, was adopted. 
12. Clause 124.-The clause was adopted without amendment. 

13. Clause 126.-The following ·amendment was accepted: 

Page 45, 
for line 13 substitute "be in addition to any duty and charges 

payable in respect of such goods." 
The clause, as amended, was adopted. 

14. ,cld.1IMB· 126 and 127;-These clauses were adopted without 
amendment. 

15. ClaUBes 128 to 131.-These cla\\ses were discussed and .further 
consideration thereof was held over. 

16. ClaUBeB 132 and 133.-These clauses. were adopted without 
amendment . 

. 17. ClaUBe 134.-The Draftsmanr ·was dillected to examine whether 
a reference should. a180 be made to Seotion 103 in sub-olause (b) of 
the clause.-

Subject to above, the clause was adopted ·without amendment.·· .. 
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18. Clause 135.-The following clause was adopted in place of the 

existing Clause 135: 

Page 48, , "', 

10r lines 17 to 31 substitute-
"135. Without prejudice to any action that may be taken under 

this Act, if any person-
(a) is in relation to any goods in any way lmowingly con-

cerned in any fraudulent evasion or attempt at eva-
sion of any duty chargeable thereon or of any prohi-
bition for the time being imposed under this Act 
or any other law for the time being in force with res-
pect to such goods, or 

(b) acquires possession of or is in any way concerned in 
carrying, removing, depositing, harbouring, keeping, 
concealing, selling or purchasing or in any other man-
ner dealing with any goods which he knows or hR~ 
reason to believe are liable to confiscation undp,. 
section 111, 

he shall be punishable, 

(i) in the case of an offence releting to any of the goods to 
which section 123 applies and the market price whereof 
exceeds one lakh of rupees, with imprisonment for a 
term which may extend to five years and with fine: 

Provided that in the absence of special and adequate rea!1on~ 
to the contrary to be recorded in the judgment of t'h '" 
court, such imprisonment shall not be for less than 
six months; 

(if) in any other case, with imprisonment for a term which 
may extend to two years or with fine or with bo~". 

19. Clause 136.-The following amendments were accepted: 
Page 49, 

(i) line 4, at the end add "or" 
(ii) after line 4 wert-

CI (c) searches or authorises any other officer of customs to 
search any place without having reason to believe 
that any goods, documents or things of the nature re-
ferred to in section 105 are secreted in tbat place". 

'l1le clause, as amended. was adopted. 
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20. Clause 137.-The clause was adopted without amendment. 

21. Clause 138.-The following amendment was considered: 
Page 49, line 27, 

after "this Chapter" insert "other than an offence punishable 
under clause (i) of section 135". 

Discussion on the clause was not concluded. 
22. The Committee then adjourned to meet again on Friday, tho 

19th October, 1962 at 09.00 hours. 
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r Twelfth Sittint 
< The Committee met on Friday, the 19th October, 1962 from 09.05 
to 11' 55 hours> 

Shri S. V. Krishnamoorthy Rao-Chairman. 

MEMBERS 

2. Shri Ramchandra VUhal Bade 
3. Shri Tridib Kumar Chaudhuri 
4. Shri N. T. Das 
5. Shri Morarji Desai 
6. Shri B. D. Deshmukh· 
7. Shri Vishwanath Singh Gahmari 
8. Shri J. N. Hazarika 
9. Shri Hari Vishnu Kamath 

10. Shri Narendrasingh Mahida 
11. Shri Bakar Ali Mirza 
12. Shrimati Savitri Nigam 
13. Shri Prabhat Kar 
14. Shri A. V. Raghavan 
15. Shri Shivram Rango Rane 
16. Shri R. V. Reddiar 
17. Shri K. V. Ramakrishna Reddy 
18. Shri M. Shankaraiya 
19. Shri Sumat Prasad 
20. Shri Bali Ram Bhagat. 

DRArrsMEN 

1. Shri G. R. Bal, Additional Draftsman, MinistTY of Law. 

2. Shri C. J. ·Venkatachari, Deputy Draftsman, MiniBtTy of 
Law. 
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Rl:Pu:sENTATIVES OF THE MINISTRIES AND OTHER OFFICERS 

1. Shri V. T. Dehejia, Secretary, Department of Revenue, 
Ministry of Finance. 

2. Shri D. P.' Anand, Member, Central Boa.ra of Revenue and 
ex-officio Joint Secretary, Ministry of Finance. 

3. Shri M. G. Abrol, Officer' on Special Duty, Ministry of 
Finance. 

Si:cRETARlA T 

Shri A. L. Rai-Deputy Secretary. 
2. The COD)Jllittee resumed clause by clause consideration ·of the 

Bill. i 
3. Clause 138. (Contift'Ued) -The following amendment was 

accepted: 

Page 49. line 27. 
after "this Chapter" insert-

"other than an offence punishable under clause (i) of section 
135". 

The clause, as amended, was adopted. 
4. Clause 139.-The following amendment was accepted: 
Page 49, line 29. 

for "furnished" substitute "produced". 
The clause, as amended, was adopted . 

5. Clause 140.-The following amendment was accepted: 
.' Page 50, line, 15, 

for "and" substitute "or". 
The clause, as amended, was adopted. 

6. Clause 136.-Discussion on the clause was reopened. 

The Draftsman was directed to re-draft sub-clauses (2) and (3) 
of ,the clause so as to provide for the punishment of imprisonment 
which may extend to six months or with fine or with both. 

The clause, as further amended, wag. adopted. 

7. Clause 128. (Vide para 15 of the Minutes of the Eleventh 
Sitting)-The Draftsman was directed to re-draft the clause to pro-
vide that the power to enhance duty etc. (excluding short Jevy) 
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would vest in the Board and the Central Government only and that 
there should be a separate Collector to hear appeals. 

8. Clauses 1~9 and 130. (Vide para 15 of the Minutes of the 
Eleventh Sitting)-These clauses were adopted without amendment. 

9. Clause 131. (Vide para 15 of the Minutes of the Eleventh 
Sitting)-The Draftsman was directed to re-draft tl.!e clause in the 
light of decision of the Committee on Clause 128. 

10. Clauses 141 to 143.-These clauses were adopted without 
amendment. 

11. Clause 144.-The following amendment was accepted: 
Page 52, 

after line 5 insert-
.. (3) No duty shall be chargeable on any sample of goods 

'taken under this section which is consumed or des-
troyed during the course of any test or examination 
thereof: 

Provided that this sUlb-section shall not apply if the duty 
chargeable in respect of such sample is less than five 
rupees." 

The Draftsman was directed to re-draft sub-clause (2) of the 
clause so as to make the return of the sample possible without a 
request from the owner after the purpose for which it had been 
taken had been carried out. 

Subject to above, the clause, as amended, was adopted. 

12. Clause 145.-The following amendment was accepted: 

Page 52, lines 8-9, 
for "owner of the goods" substitute uowner, expor~er or Im-

porter of the goods, as the case may be." 
The clause, as amended, was adopted. 

13. Clause 146.-The clause was adopted without amendment. 

14. Clause 147.-The following amendments were accepted: 
1. Page 52, line 35, 

after "shall" insert-
"unless the contrary is proved". 
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2. Page 33, ... 

otter line 6, add.-

"Provided that where any duty is not levied 01 is short-
levied or erroneously refunded on account of any 
reason other than any wilful act, negligence or de· 
fault of the agent, such duty shall not be recovered 
from the agent unless in the opinion of Assistant 
Collector of Customs the same cannot be recovered 
from the owner, importer or exporter." 

The clause, as amended, was adopted. 

15. Clause. 148 and 149.-These clauses were ·adopted without 
amendment. 

16. Clause 150.-The following amendment was accepted: 
Page 53, line ,. 27, 

after 'Iany goods" insert-
"not being confiscated goods." 

The clause, as amended, was adopted. 

17. Clauses 151 and l52.-These clauses were adopted without 
amendment. 

18. Clause l53.-The following amendment was accepted: 
Page 54, line 30, ,. 1. 

fOT "by post" substitute "by registered post". 

The clause, as amended, was adopted. 

19. Clauae. 154 to l58.-These clauses were adopted without 
amendment. 

20. Clause 159.-The following amendment was a~~epted: 

Page 56, line 34, 
after "25", insert 1'43". 

The clause, as amended, was adopted. 

21. Clav.ses 160 and l61.-These clauses were adopted without 
amendment. 

22. The Schedule.~The Schedule was adopted without amend-
ment. 

1"7 (8) LS-11. 
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" 23. The Committee heard the Draftsman on the various points 
in respect of which directions had been given to him at the earlier 
sittings of the Committee and considered re-drafts of amendments 
submi~ted by him.) 

24. Clause 11. (Vide para 6 of the Minutes of the Eighth Sitting)-
-The following further amendment was accepted: 

Page 6, after IiDe 32. tfl.Be1't . , 

"(qq) the implementation of any treaty, aereement or con-
vention with any COUntry.If 

The clause, as amended, was adopted. 
25. ClaUH 13. '(Vide para 8 of the Minutes of the Eighth 

Sitting) .-The follOwing amendments were accepted: 
Page 7, 

(i) .line 20, after "before" insert Uthe proper Qfticer has made 
an order for"; 

(ii) line 21, after "shall" iftlert "not"; 
(iii) after line 21" insert-

"except where such goods are restored to the importer after 
pilferage." 

The clause, as amended, was adopted. 
26. Clame 23. (Vide para 11 of the Minutes of the Eighth 

Sitting).-The following amendments were accepted: 
(i) Page .12. lines 14 and 15, for "otherwise than by pilferage 

or have been", substitute "or". 
(ii) Page 12, for lines 18 to 23, substitute-

.. (2) The owner of any imported goods may at any time 
before clearance of the goods for home consumption. 
relinquish his title to such goods and thereupon he 
shall not be liable to pay the duty thereon." 

The clause, as amended, was adopted . 

. 27. Clause 29. (Vide para 14 of the Minutes of the Eighth 
Sitting) .-The following amendments were accepted: 

Page 14-
(i) lines 30-31, omit 

"unless he is compelled to do so by .t\'ess of weather or 
other! unavoidable cause", 
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(it) 4fte'r lin~ 31, inam-
"(2) The provisions of sub-section (1) shall not apply in 

relation to any vessel or aircraft which is ebmpel1ed 
by accident, stress of weather or other unavoidable 
cause to call or land ata place other than a Customs 
port or Customs airport but· the person in charge of 
any such ve~l or aircraft-

(a) shall immediately report the arrival of the vessel 
or the landing of the aircraft to the nearest Customs 
oftlcer or the oftlcer in charge of a police station 
and shall on demand produce to him the log book 
belonging to the vessel or the aircraft; 

(b) shall not wi.thout the consent of:anysucl1·oftlcer permit 
any goods carried in the vessel or the aircraft to be 
unloaded from, or any of the crew or passengers to 
depart from the vicinity of, the vessel or the aircraft; 
and 

(c) shall comply witli any directions giwn by any such 
ofticer with respect to any suehgoods, 

and no passenger or member of tlie crew shall without 
~he consent of any such officer, leave the immediate 
vicinity of the vessel or the aircraft: 

Provided that nothing in this section shall prohibit the depar-
ture of any crew or passengers from the vicinity of, 
Or the removal of goods from, the vessel or air:craft 
where the departure or removal is necessary for 
reasons of health, safety or the preservation of life or 
property." 

The clause, as amended, was adopted. 
28. Clause 30.-Discussion on the cleuse was re-opened and the 

~cl1owing further amendments were accepted: 
Page 15, 

(i) line 3, for "immediately" substitute "within twenty-four 
hours"; 

(ii) line 4, for "after such arrival" substitute Uat any time 
thereafter": 

The clause, as further amended, was adopted. 
29. C'14use 36.- (Vide para 17 of the Minutes of the Eighth Sit-

tlng).-The clause as amended on the 15th October, 1962 was 
adopted. 
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30. Clause 48. (Vide para 10 of the Minutes of the Ninth Sit-
tin,) .-The following amendments were accepted: 

Pap 19, 

-- 1'-

.' 

(i) line 24, for "imported goods" substitute ugoods brought 
into India from' a place outside India"; 

(it) line 27, .'~ 

Attn umay tallow" iMen-

"01' if the title to any imported goods is relinquished". 
(iii) line 33, 

for "ammunition and military stores" subltitute "and 
ammunition"; 

(iv) Aftn line 35, iftlm 
....... 

"B~laft4tioft..-In this section, 'arms' and 'ammunition' have 
the meanings respectively assigned to them in the Arms 
Aet, 1959." 

The clause, 8S amended, was adopted. 

31. Clause 69. (Vide para 14 of the Minutes of the Ninth Sit-
ting) .-The clause was adopted without amendment. 

32. C'Ecw.se 102. (Vide para 7 of the Minutes of the Tenth Sit-
ting).-The following further amendments were aceepted:-

Page 34, . " ! ..... 
• 

(I) after line 18, iMnt-

" (4) 

'--

,: , . 
.., . '~'.-' 

Before making a search under the provisiona of section 
100 or seetion 101, the oftlcer of customs shall call 
upon two or more persons to attena and Witness the 
search and may issue an order in writing to them or 
any of them so to do; and the search shall be made in 
the presence of such persons and a list of all thin~s 
seized in the eourse of such search shall be prepared 
by such officer or other person and signed by such 
witneues." 

"";' 

(it) for line 19, submtute-
"(5) No female shall be searched by anyone exceptlng by 

• female," 

The clause, u fufther amended, was adopted. 
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33. C14use 104.-Discussion on the clause ~al r.opened and tie 
following further amendment was accepted: 

Page 35, after line 39, insert-
"(3) Where an oftleer of customs. bas errested any person 

under sub-section (1), he shall, for the purpose of releas-
ing such person on bail or otherwise, have the same 
powers and be subject to the same provisions as the 
ofllcer-in-charge of a police-station has and is subject to 
under the Code of Criminal Procedure, 1898." 

The clause, as further emended, was adopted. 
r 34. CZCluse 110. (Vide para 15 of· the Minutes of the Tenth Sit-
ti~.-The following further amendment was accepted: 

• 

Page 38, after line 10, add-

u (3) Where any goods are seized under sub-section (1) and 
no notice in respect thereof is given under clause <a) of 
section 124 within six months of the seizure of the goods, 
the goods shall be returned to the person from whose 
possession they were seized: 

Provided that the aforesaid period of six months may, 
on suftlcient cause being shown, be extended by the 
Collector of Customs for a period not exceeding six 
months.") 

The clause, as further amended, was adopted. 

35. Cl4use I.-The clause was adopted without amendment. 

38. Title and the Enacting Formula..-The Title and the Enacting 
Formule were adopted without amendment. 

37. The Draftsman was dirpcted to correct patent errors and to 
carry out amendments of consequential nature. 

3R. The Committee decided that the evidence given before them 
mi~ht be laid on the Table of the House and the memoranda sub-
mitted by the associations who gave evidence might be pIeced in the , 
Parliament Library for reference by Members. 

39. The Committee decided to consider the draft Report and the 
Bill as amended at their next sitting. 

40. The Committee then adjourned to meet agaln on Friday, the 
16th November, 1962 at 14'30 hours. 
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Thirteenth SitUn, 

The Committee met on Friday, the 9th November, 1962 from 17 . .e 
to 18;00 hours. 

PRESENT 

Shri S. V. Krishnamoorthy Rao-Chairman 

MEMBERS 

2. Shri Ramchandra Vithal Bade 
3. Shri N. T. Das 
4. Shri Morarji Desai 
5. Shrl Vishwanath Singh Gahmari 
6. Shri J. N. Hazarika 
7. Shri Hari Vishnu Kamath 
8. Shri N arendrasingh Mahida 
9. Shri Bakar Ali Mirza 

10. Shri R. R. Morarka 
11. Shrimati Savitri Nigam 
12. Shri Prabhat Kar 
13. Shri Shivram Rango Rane 
14. Shri R. V. Reddiar 
15. Shri K. V. Ramakrishna Reddy 
16. Shri M. Shankaraiya 
17. Shri Sumat Prasad 
18. Shri Bali Ram Bhagat. 

DRAFTSMZN 

1. Shri G. R. Bal, Additional Draftsman, MiniBtry of Law. 
2. Shri C. J. Venkatachari, Deputy Draftsman, Ministry oj Law 

REPRESENTATIVES or 'mE MINISTRIES AND OTHER OrnCERs 
1. Shri V. T. Dehejia, Secretary, Depa:rtmf1&t of Revenue, Ministry 

of Finance. . 
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2. Shri D. P. Anand, Member, Central Board oj Revenue and 

ex-officio Joint Secretary, Ministry of Fina.nce. 
3. Shri M. G. Abrol, Officer on Special Duty. Ministry of 

Finance. 

SECUTARIAT 

Shri A. L. Rai-Deputy Secretary. 
2. The Committee took up consideration of the Bill as amended 

and adopted the same with the following amendment: 

Clause 142.-The clause was re-numbered as sub-clause (1) 
thereof and after the sub-clause as so re-numbered' the following 
lUb-claUse was added, namely:-

u (2) Where the terms of ~ny bond or other instrument execut-
ed. under this Act or any rules or regulations made 
thereunder provide that any amount due under such 
instrument may be recovered in the manner. laid down 
in sub-section (1), the amount may, without prejudice 
to any other mode of recovery, be recovered in accord-
ance with the provisions of that sub-section." 

3. The Committee then considered the draft report and adopted. 
the same, subject to necessary changes being made consequent upon 
the acceptance of amendment to clause 142. 

4. The Chairman announced that the recommendations of the 
President under Article 117 (1) of the Constitution in respect of 
amendments made in the Bill have been received. 

5. The Committee authorised the Chairman and, in his absence, 
Shri Shivram Rango Rane to present the Report on their behalf. 

6. The Chairman announced that Minutes of Dissent, if any, 
should be sent to the Lok Sabha Secretariat so as to reach them by 
11.00 hours on Monday, the 12th November, 1962. 

7. The Chairman announced that the Report would be presented 
to Lok Sabha on the 14th November, 1962· 

The Committee then adjourned. 
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St. Names of AlsociadoDl aad their lpotamea DatCi of 
No. heuilll 

I aharat Chamber of Commerce. CI1cutta 10-7-1_ 
8,.,~ : 

I. Shri L. R. D .. GIIpt'a 
2. Shd D.P. Ita,. 
3. Shrl R.L. Mahesbwul 

n Th~ Pr=lo I Stone Importers' anel Bzportcn' AIICOIadoa. 

III 

IV 

BomblY 

Spo""'" : 

I. Sbrl JII,sukhlal D. ZIftd 
2. Shri KlrtUal K.Doebi 
3. Sbri Prayln M. Naal.al 
.. Sbd J .R. Gapat 

The la&tIaD Mucha ~tI' Cbambet. Bomba7 
$f-_: 

I. Sbri P,l'f'IDc:hlDdra V. GaD4hl 
a. SbrI A!Dbalal 1tilacbaad 
3. Sbri C. L. G3e"* 
... Sbri D. S. Penelurbl 

AD Iad1a lewellen' AIIOCI--. New DaIhI • 

810"""'" c 
I. SbrI Bhota Nath 
a. SbrI SlIltaD Slqh Bd:lhnI 
,. Sbri Jlwaharlal 
4. Sbri V.I. MClCbaDt 

V IacIIaD Cbamber of Commerce. CabItta 

810""= 
I. Sbrl B. P. K.bIItaa 
2. Shri H. R. Sqla 

3. Sbri B. KIlJIDIIUDdlrlaa 

J~LS 

. 3"'7-1951 

41+1_ 

'31-7-1961 

;.. 

--

19 
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11. NamlS of Asaoc:.latioal an.:! tbeir Ipokelmcn Date' of Pile 
!fG. beariq 

'YI PeJerltio'l ()f I Ilitlll ClllJDbcr of Commerce and Indultry, 
New Delhi I-S-I,b ,I 

~,.,,-: 

I. 81lri Bllarat Ram 
a. Sllr! A 11')1111 Kitscblod 
3. Shri J. N. O;lder 
4. 8hri P. C'1eotni RIO 
,. Sbri O,B. Silodriyal 

911 The AllOCiatcd Cbllmben or Commm:e or Iadfa. Cal-
..aa .. 1-1-1962 . ,....: 

L Shri J. L. P1IrI 
2. Mr. J. H. Ponam 
,. Mr. R. YJa. L:y.i:n 

mt The Ib:aOl1 C'.UtolB HJllle C1:ariDI Alentt' Auoclati0u. 
10 . .mba),. • . • . . . . . 1-8-1962 .,.,..,- : 

I. Shri ~. D. Pathak 
2. S~ri M.. T. B.llliiyj:kar 

IX 'nle All IoJia M1D.\lbctllt!rs' Oraanbadon, Bomba), ... S-I962 8 • 

3,.""." : 
I. Shri Prabbu V. Mebta 
2. Shri Hill. Rli Gupta 
J. Shrl D. M.. Dew 

J: TheBoraba.,. BWlion Association Limited. Bomb • .,. 2-1-1962 98 

.,.,..",... : 

I. Slui Chlndlslal KasturcblJld . 
.. 3hr! Manplal TrikamJal 
,. 8hri Amratlal Sonawala 

4. Sllri C.umanlal 'C. Shah '0 Slari P. G)plbltri.llnlab 
,. Shri J a.,.endra Mebta 

XI The Madru Jewelle,,' and Diamond MerchaDtl' As.oela-" 
lioa, 14adru • 2-1-1962 101 I,..,.,. : 

I. Shri V. Pandurallilah 
2. Sbrl Harendr. Mehta 

' ..... 3-.Shri ~. QJpllak~h~.~. 
4. Shri KaDay.lai M=bta 
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'Sl. Names of AllOClations and their Ipokelmel1 Date. of pqe 
No. hearin, 

XU Thc B:>mblY Olamon;! Merchants' Association, Bomba,. 11-1-1,6z 133 

S poilu".,,, :, 

I. Shri Chan:irakant B. IhaYCri 
z. Sbri R1mniklal B. Jh.vcri 
3. Sbri Mmcndra O. Mehta 

XIII Andhra Pradesh Gold, Silver, Jewellery and DiamoDdl 
Merchants' Asaoc:iation, Rajabm\IDdrJ 11-8-1. la3 

Spoil"",.,. : 

I. Sbri Simpat Kumar BaDi 
z. Slui K:>vilnunij VenkltlswarlO 
3. Shri V. L.N. Venkltaram'lyya 
.. Sbr! Nimillila Sambasl"a RIo 

XIV Tric~y S!1rolf ani I=w:llers ASJo::i:uio1l, Tlrllchlrapam . '~1I-"'1952 137 
Spolau"..,. : 

I. 8hri Rajamaaaar 
z. Sbri R.. Md!nvl RI. 
3. Sbri P. Rama3wami . 
4. S:tri M. V::uu.ni Nlih 
S. Shd K. P. Lwnrnma p.dayachl 

iXV The hiiln Nuionil St:amshlp O.ucra' ASiociatiOD, J ~ 
Bombay 

u-I-lp6a 140 

Spo"""",,. : 

S!u'i K. K. Kothawlla 

XVI BllJ11 :"lltb.lll Cll.nJ:r of Clllu:rc: ani bi;mry, Cal-
CLltta 1-9-I9Aa 1,1 

S" .... : 1 
I •. Shd D. N. ltb1c=rJeo 
:I. Siltl A. N. Dli.al 
,. S!ld B. C. S:1l 
4. Shri A. R. D..ltta GLlpta 

XVII Slld 0, ~. \l1~C}rj::, R:tir:i CllhctorofCentral Ellcllej 
III CJJt:).llu:li AJvO':ltc, CllCLltta tliah COill't, Cal-

'1-9-I~a 160 cLltta 

XVIII Tile Bomba, Qeoumt Pearl Dealm AaocladoD. Bom-
ba, 'l+lg6a 16.4 

SIOIIuman c ; 
Shri Jawabar M. Ihaveri " .. 



SI. 
No. 

(Iv) 

Naaaca of AaociatlODI ad their IpoltCIIDCIl 

XIX The Pads Imponen aDd El:portcn AaaociatloD, Bomba, 

$,.,..:' 
SbrI PnYID M. NlDIftd 

XX The Leadiaa BulliOll MerchlDtI, Dealer. &lid CCII'lr.k.1c1l 

Datea of Pap 
hcariDa 

ApDti of Bomba, 1+I96J 170 

$,..".,. : 

I. Shrt VaUmlbammec! GaIamb ..... 
J. Sbri Amlcband Vllam,Il 
3. Sbri Kandlal ChwUlal 
4. Sbri Do~~ Bh~" 
,. Sbri P. GopaIabiabnlah 
6. Shri Kapurchand Cbi_Dlal 
,. Shri I.R. G.,m 
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PRESENT 

Shri S. V. Krishnamoorthy Rao-Cha.iNnCln. 
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2. Shri Ramchandra Vithal Bade. 
3. Shri G. Basu. 
4. Shri Tridib Kumar Chaudhuri. 
15. Shri R. Ramanathan Chettiar. 
6. Shri N. T. Das. 
1. Shri Morarji Desai. 
8. Shri B. D. Deshmukh. 
9. Shri J. N. Bazarika. 

10. Shri Prabhu Dayal Bimatsingka. 
11. Shri Hari Vishnu Kamath. 
12. Shri Narendrasingh Mahida. 
IS. Shri Bakar Ali Mirza. 
14. Shri Mahesh Dutta Misra. 

lIS. Shri R. R. Morarka. 
18. Shri Shankarrao Shantaram 

lIore. 
17. Shrimati Savitri Nigam. 
18. Shri Ghanshyamlal Oza. 
19. Shri Prabhat ltar. 
20. Shri A. V. Raghavan. 
21. Shri Shivram Range Rane. 

22. Shri R. V. Reddiar. 

23. Shri M. Shankaraiya. 

24. Dr. L. II. Singhvi. 

25. Shri Sumat Prasad. 
DItAl'TSMEX 

1. Shri G. R. Bal, Joint SeC1'etarfi and Draftsman, Ministrfl of Law. 
2. Shri C. J. Venkatachari, Deput!/ D1'aftsman, Minist1'!l of Law. 

REPRESEM'l'ATIVES 01' TQ MDIlSTRJJ:S AND OTHER OFFICERS 

1. Shri V. T. Dehejia, SeC1'etaT1/, Depa.1'tment of Revenue, Ministrv of Finance. 

2. Shri D. P. Anand, Member, Cent1'al Board of Bevenue and ex-oftlcio JOint 
SeC1'etarv, Minist1'tl of Finance. 

3. Shri M. G. Abrol, Officer 07& Special Dutil, Minist1'l1 of Finance. 
SJ:CRftARIAT 

Shri A. L. Rai-Deputll Sec1'etaf1l. 

WITNESS .. EXAMINED 

1. BRARAT CHAMBER OF COMMUCE, CALCUTTA 

1. Shri L. R. Das Gupta. 3. Shri R. L. Maheshwari. 
2. Shri D. p. Kajaria. 

II. THI PRECIOUS STON. IMPORTlaI' AND ExpORHlts' ASSOCIATION, BOl\lBAY 

1. Shri Jaiysukhlal D. Zaveri. 
2. Shri Kirtilal K. Doshi. 
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3. Shri Pravin 111. NanavaU. 
4. Shri J. R. Gagrat. 



1. BPRAT CHAMBER OF COMMBRCE, 
CALCtrrl'A 

SpoJcesmen 
1. Shri L. R. Das Gupta. 

2. Shri D. P. ICajai'ia. 

3. Shri R. L. Maheshwari. 

(Witnesses were called in and thell 
took their seats). 

Chalrmaa: Your evidence is to be 
published. Your memorandum has 
been distributed to the members and 
they have all read it. It you have 
any thin" more to add, you may do so 
now. 

Shri Das Gupta: We can just try 
to invite your kind attention to some 
of the more important points in the 
note that we have already submitted. 
Shall we go clause by clause and take 
up the more important claui'IIes from the 
memorandum that we have submiLted 
where we have expressed our views? 

Shri MoruJl DeIIaJ: But please do 
not repeat many things that you haye 
stated there. 

·Shrl On Gupta: Now, take page 5 
of our memorandum. Among the 
definitions, we have something to say 
about "market price" and "smuggling". 
Regarding "market price", we want 
that the word "cash" should be added. 
We want that it should be "cash whole-
sale price" and not only "wholesale 
price". 

Shn ..... rjl Deal: What is the 
meaning of "cash wholesale price"? 

SIlrI Du Gupta: Many people seU 
with varying credit periods. Instead 
of showing it separately, they include 
it within the wholesale price. 

Shn MorarJl DeIIaI: That cannot 
be helped. It is a well-known term 
and I do not think it requires any 
chanl(e. 

DrS Du Gupta: It YOU see the 
previous Act you will flnd that the 
word "cash" is used there. For com-
PUtin, the wholesale price index the 

2 
Ministry of Economic Affairs collect 
data on the basis of cash' wholesale 
pricel. Otherwise, Sir, there is always 
dlfl'erellce in the lame market in the 
wholesale prices according to the cre-
dit period that is given. 

Shri Morarjl DeeaI: Even in cash 
prices there will be difference. 

Shri Du Gllpta: There is a ruling 
cash price on anyone day, but not in 
\he wholesale price which indudes al-
ways the credit period that is allowed. 
That is one submission for your consi-
deration. 

Secondly, the "market price" may be 
the "market price" in India. We want 
that it should ·be the "market price at 
the place of clearance" because the 
market price will be varying at any 
one time in Bombay and in Calcutta. 

Shri Jtamaaathan Chet&iar: The 
market price varies from port to port. 
I do not know what our friend wants. 

Shri MorarJi Desai: He wants that 
It should be the "market price at the 
place of Clearance". Supposing the 
clearance is at Madras, he wants that 
it should be the Madras market price 
and not the Calcutta market price. 

It is possible that for some articles 
there is no market price at that port. 
In such cases the market price else-
where has to be taken. You should 
leaVe it to commonsense. If there is 
injustice, appeal is always there. 
Everything cannot be fixed by provi-
lions in the law so that there is no 
seope for any doubt whatsoever. Fl"Om 
,our side you can always flnd loop-
holes. I do not want to give you more 
loopholes. 

Shri Du Gupta: I haVe nothing to 
add then. 

About "smuggling" we feel that the 
deftnition itself hu been made co-ex-
tensiVe witJh "confiscation" mentioned 
in clause 111. Clause 111 prcwide8 



many reasons for confiscation includ-
ing breach of any condition on any iJn-
port licence. There are many clauses 
• iven in clause 111 under which goods 
may be confiscated. In the definition 
of the word "smuggling" it has been 

aaid that any commodity which it lla-
ble to be confiscated under clause 111 
is a smuggled commodity. If that be 
the case, on any import licence if there 
is any excess in valuation it will be 
treated as smuggled commodIty aMl 
the provisions suggested in respect of 
a smuggled commodity may be 
attracted. 

Sbri Mor~rjl Desai: Any additional 
goods that come in are smuggled goods. 
It does not require any argument 

Shrl Das Gupta: It you examine 
clause 111, you will find that there are 
many grounds on which goods can 
be confiscated. In sub-clause (0) for 
example it is said that it certain licen-
ces have been issued under ~my other 
law under certain conditions and if the 
party has committed any breach of 
those conditions, then the provisions 
contained here will be attracted. 

Shrl Morarjl Desai: It means the 
'Same tJting. When the condition is not 
observed, it means that the goods have 
been smuggled. 

Shri Das Gupta: The condition may 
be that the raw material imported 
should be used in a particular manner. 

Sbrl Morarjl Desai: If it is used i~ 
any other manner,"it will become 
smuggled goods for that purpose. 
Otherwise, how else are you to treat 
it? 

,Shrl Das Gupta: We w.ant to make 
a distinction between unauthorised im-
ports and smuggled ,oods. Our idea of 
"smuggled goods' is that 'smuggled 
goods' are those that do notpa!s 
through customs. 

iSbrl Morarjl Desai: No, no. Any-
thing which comes before the customs 
but which is not authorised is also 
smuggled goods. People smuggle in 
various ways. Goods which are brDught 
betore the customs under different 
deSCriptions also become smUl81ed 

3 
Ioods when they are found. out. Other_ 
wise, it will be very easy for people 
to smuuIe . 

Sbri Das Gl,1pta: Now, under the 
provisions ()f this Sill, such goods also 
become confiscated. 

Sbrl Morar,ll Desai: I think they 
ahouldbe. The law must be so strin-
gent that it becomes unprofitable tor 
people to indulge in smualinl. 

Sbrl Das Gupta: It should be very 
stringent. But we feel that it will 
make it impossible tor the third party 
to clear manufactured goods. 

SJarI Morar;ll DesaI: That is a very 
far-fetched argument. 

Bhrl Du Gupta: Then those goods 
which are confiscated are auctioned by 
customs authorities. 

Shrl Morarji Desai: When We are 
auctioning such goods, there will be a 
label put on them. So, under that pre-
text, nobody would be able to sell 
them. 

Shri Dehejla: Then they cease to be 
smuggled goods and their character 
will change. Suppose one brought 
them without licence and subsequently 
obtained a licence. Then they will 
cease to be smuggled goods. 

,Shri Des Gupta: We agree that 
there is a IProcess by which originally 
unauthorised or smuggled goods can 
become authorised goods under certain 
process of law. If the definition of 
"smu·ggled goods" remains, the goods 
which are confiscated under section 
111 ... 

. Shrl MorarJI DesaI: They are not 
confiscated. Once they are sold after 
confiscation, they are not ~ .. murgled. 

Sbri Des Gupta: Will it follow 
from the definition? 

Shrl MorarJi DesaI: Yes, it will fol-
low. A certlftcate will be given to 
them. 

Sbrl Morarka: Is it not a tact that 
the definition that they are suggesting 
is much wider than the de.ftDitioa 



contained in the BU1? According to 
them, any loocis which do not pass 
throulh the customs should be treated 
as smuggled goods. In that case, over 
and above those qualification. which 
are mentioned in clauses 111 and 113, 
those goods which do not pass through 
the customs barrier should also be 
treated as smuggled JOOd8. 

Sbrl Morarjl Desai: How clues that 
lave that continlency? After confis-
cation and sale they will become the 
same thing. So, their alternative does 
not save the other category. When 
they do not pass through the customs, 
they are conflacated. Is it not? After 
that, they will be sold by auction. 
Then what happens? So, theirs also is 
not a better suggestion. 

Sbri ))as Gupta: There may be a 
genuine case of difftculty in en-
forcement. 

Sbrl lIorarji Desai: In the name of 
a genuine case, I cannot allow con-
traband to get in. 

Clause 13 
,Sbri Das Gupta: Coming to clause 

13, page a of our memorandum, we feel 
that there should not be a duty Iiabi-
li ty on pilferred goods. 

Shri Morarjl Desai: You have been 
paying it so far? 

Sbri Das Gupta: This has been our 
complaint before the Badhwar Com-
mittee also that that portion of the 
goods which have been pilferred 
should DOt be taxed; that is to say, the 
tax liability for that portion of the 
goods should not remain on us. The 
duty should be realisable from the 
party in whose custody the goods were 
at the time of pilferage. If the pil-
ferage has taken place at the Port 
Commissioners, the Port Commissioners 
should be held responsible for the 
duty. Itf the pilferage has taken place 
from a bonded warehouse, the bonded 
warehoUSe should be held responsible 
for the duty. Now the importer who 
bas not got the goods is held liable to 
pay duty on goods not obtained where-
'as the authorities who were in custody 

of the goods at the time of pUfer .... 
are' not being touched: That is why 
we say that it can be realisable from 
the party in the first instance but it 
should be refundable on its realisation 
from that party in whOSe custody the 
goods were at the time of pilferage. 

Sbrl Monrjl DesaI: The Port Trus\ 
have made it very clear that they are 
not responsible for it. Even if it is 
necessary, it is the Port Trust Act that 
has to .be amended. I cannot amend 
this law for that sake. 

Sbrl Du GUpta: The main dilJlcultJ 
arises ·because under the Port Trust 
Act the liabilIty of the POl't Commis-
sioners ceases three days after the 
landing of any part of the consignment. 
Now our customs procedures and rules 
are such that in the majority of cases 
clearance aild assessment take more 
than three days. Therefore, if any pil-
feraie takes place in the meanwhile, 
the Port Commissioners always take 
the plea that their liability ceased 
three days after the date of landini. 
At the same time, we cannot get the 
documents and clear the goods within 
three days. It is impossible. There-
fore, our contention is that the liabi-
lity should be of the custodian at the 
time of the pilferage and not of the 
party who has already lost the goods. 

Sbri Ramanathan Chettiar: Now we 
are concerned only with the Sea Cus-
toms Act, whereas the implemantation 
of the sugestion of our friends mean 
the amendment of the Port Trusts Act. 
So, I do not think we can deal with it 
just at present. 

Shrl MorarJl Desai: You can get 
them insured. When they <.re pilfer-
red, You have to pay the price to the 
party from whom you have purchased 
them. You also pay the freight. So, 
why not pay the duty also? Also, you 
can insure them against pilferage. 

Shrl Ou Gupta: Por insurance 
claims all sorts of hurdles are there. 
The insurance companies also take 
advantage of the position as exi.tinl 



between the customs law and the port 
law. So, we feel that our sugge,tion is 
the only solution. 

Shrt Bar! Vishaa Kamatb: Clause 
13 of the Bill is a new provIsion, 
according to the list supplied to us. 
And I think the suggestion made 'by 
the witness is a reasonable one. 

·Sbrl MorarJi Desai: 
considered when we 
amendments. 

That will be 
consider the 

Shri Bart Vishnu Kamath: You 
said that some other law will have to 
be amended. 

Sbri Moradl Desai: Let us consider 
it when we consider the various 
clauses for amendment. 

Chairman: Yes, we will take it up 
later when we take the Bill clause by 
clause. What is the next point? 

Clause 14 

Shrl Das Gupta: This relates to 
valuation. The most important point 
that We wanted to stress in our memo-
randum is the basis of valuation of 
goods in the Bill. About the basis 
of valuation we do not propose to take 
much of your time because this has 
been an issue with Us for years not 
only here but at international levels 
also. Our experience has convinced 
us that any other formula except the 
invoice value evidenced by foreign ex-
change payment is bound to lead to 
difficulties. Our submission is that by 
changing the words to 'normal price' 
the main cause for our difficulty has 
remained, in that whenever any trans-
action is there and il there is any scope 
to refer to any extraneOus factor for 
deduction of the value, the germ for 
di1ference of opinion and controversy 
remains. Therefore we have suggested 
'value evidenced by foreign exchange 
payment'. Nowadays there are the 
foreign exchange control and other 
laws to regulate the foreign exchange 
part. So, the value should be the 
actual invoice value that is there in 
the particular transacti()n evidenced by 
the foreign exchange payment at the 
Port of importation. 

• 
Another addition that we have made 

is re,ardinS forward contracts. Deli-
very price at the time of importation 
has been brou&ht into the definition. 
U there are forward contracts enter-
ed, say, three or m()re months ago at 
a particular price between two inde-
pendent merchants and the goods 
arrive now, the trouble arises if the 
current price is made the basis. So, 
we have suggested this definition h'~re. 
In fact, we have suggested the inclu-
sion of the definition in the definitions 
clause itself by referring specifically to 
the basis of quotation. The quotation 
basis may be either c.i.f. or c. & f. for 
imports and f.o.b. for exports. There-
fore, we have suggested that in the 
definition c.i.f., c. & f. and f.o.b. should 
be brought in; otherwise, 'normal price' 
will remain a matter of judgment or 
information of the assessing officer. So, 
to our understanding, the present dim~ 
culty on the landed cost basis will con-
tinue even with the changed definition. 

Shri Morarji Desai: All that you say 
does not take account of the fact that 
there is a l()t of under-invoicing done 
by many people. How am I to get 
over it? 

Shri Das Gupta: We would say that 
under-invoicing will be a matter of 
opinion. 

Shrl Morarji DesaI: It is not a :nat-
ter of opinion. I am positive about it. 
lt is only my misfortune that I am not 
able to find out where it is done. I 
am therefore thinking of providing 
some monstrous punishment for this; 
otherwise, this will not be checked. 

Shri Das Gupta: We would only 
suggest that if with all your resources 
you have not been able to flnd out the 
data . 

Shrl Morarjl Desai: Government 
can find more resources. We become. 
wiser every day, but you become 
cleverer. 

Shrl Ramanathan Chettlar: We would 
like to know what the remedy is to 
ovel'C()me this. 



SbI1'D .. Gupta: We have thought 
over this under-invoicing, over-in-
voicing and forward contracts. Our 
suggestion is that forward contractl 
can be registered at the time of enter-
in, into them and the contracted price 
should be accepted when the goods are 
imported or exported. 

Sbri Morarji DesaI: Yes; that is 
what you should do. When you enter 
into forward contracts, register them 
with the customs and '.l)e customs 
should have the right to tell yOU at 
that time that it is a false contract 
and will not be valid. 

Shrl Bas Gupta: We are agreeable 
to that. .: 

Shri Morarji Desai: That is what 
we want you to do. That will save all 
these things. Then We will agree. 

shii Bas Gupta: Forward contracts 
may ,be registered. But in the case of 
ready contracts, the valuation problem 
will remain. 

Shri Morarji Desai: To ready con-
tracts we will apply our own common_ 
sense. 

Shri Das Gupta: If you Or the CBR 
Members apply, it is one thing; but 
there .are a few hundred officers who 
are applying it and we are subject to 
hundred and one such omcers. There 
is hardly any price collection. There is 
no guidance. There is no basis of pub-
lished prices on which the citizen and 
the assessing officer can rely that that 
is the correct price. It is a matter of 
,udgment of the particular officer and 
there are hundreds of officers. Some 
oftlcer may·be assessing the same 
goods in the same port on difterent 
values within three months; even on 
the same day on different values by 
different officers. 

Shri Morarjl Desai: Because values 
also differ on the same day. 

8hrl Dehejla: Can you quote any 
instance of different value on the sanie 
day? 

SbrI Baa Gupta: You will remember 
that when the Italiah art silk yarn was 
com1Dc. their agents were .111owin, 

I 

difterent di8counts to difterent partielS 
and the Bombay Port started allowing 
a certain amount of discount and the 
Calcutta Port a different r.mount. 

SIarI Morarjl Desal: At different 
potts it may be different. But you 
said that the same officer was doing 
it on the same day. I should like to 
have two instances of that. 

Sbri Bas Gupta: If you permit us. 
from old records we can' show that. 
These differences afe bound to be 
there. Our submission is that none is 
less risky. Even now the collusion 
question can go on even between the 
officers and the staft'. Bona f/.de sec-
tions of the trade at least do not know 
that they are all practising over-in-
voicing and under-invoicing. So, our 
submission is: Please do not cast re-
flection on the entir~ trade. 

Shrl Morarj. Desai: I am not doing 
it. 

,Sbri Das Gupta: Then, how will 
valuation be done? 

Shrl Morarjl Desai: Those who are 
honest will not find any difficulty. 

Shrl Das Gupta: How will 'normal 
price' be fixed? What will be the basis 
for it? 

Shrl MorarJi Desai: The basis will 
be the prices which are prevalent. 

Shrl Das Gupta: Where? In the 
market. 

Sbri MorarJi DesaI: Yes. Where 
else? 

Shrt Das Gupta: But tne definition 
does not say 'market price'; it says 
'normal price'. 

Sbri DeheJ": It will be normal 
price at that place. It is not the price 
in London or in New York that is rele-
vant but the price at Bombay or Cal-
cutta that is relevant. 

Shrl nas Gupta: Normal priCe will 
be the price prevailin, at the det-
patching port. 



Shrlllorarjl Desai: That will make 
under-invoicinl absolutely lelal and 
beyond any possibility of checking it. 
I can never accept that. 

Chalr.ilWl: The wording of the 
c1au~ is: 

"the normal price at which 
such or like goods are sold, or 
offered for sale, for delivery at the 
time and place of importation or 
exportation . . . to 

Sbrl Das Gupta: Majority of our 
irn.port licences are going to be actual 
users' licences for which there is no 
market price. There is no market for 
the actual users' licence goods and 
15 per cent of many items of imports 
are against such licences. If there is 
any particular black market transac-
tion and if that is taken as the mar-
ket price ... 

Shri Morarji Desai: Black market 
price cannot be called 'normal price'. 

Shrl Das Gupta: But through the 
definition of normal price decision will 
be retained in the hands of the asses-
sing officer. 

Sbrl DeheJla: We are considering 
the law. The law here uses the word 
'normal' which does not say black 
market price. When interpreting 
'normal price' if somebody says black 
market price, it should be an argumE'nt 
"Do not take black market price". 

Sbrl Das Gupta: What will be the 
basis? 

Shri ADaDd.: The basic concept i. 
this. Good. of right kind and quality 
will haVe a certain price at which 
they can be delivered at the time and 
place of i'mportation. This pre-sup-
poses the independent relationship 
between the buyer into India and the 
seller abroad. One party i. comple-
tely independent of the other. There 
are no strings attached to it. This is 
not the price at which the particular 
person may manage to get the goods, 
but the price at which goods of the 
right kind and quality can be ob-
tained In the normal COUl'le of buai-
ness. If there are sole agencies for 
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any thin, or if a certain Arm hu aD7 
.ublidiary, then, it Ihould come uncleI' 
clause l' (1) (b) and not under l' 
(1) (a). This will be regulated by 
clause 14 (1) (b). 

Shrl Du Gupta: That is the exec' 
point which we stressed. Here, the 
price Of any particular assessment 
will not be based upon. the contract 
between the buyer and the seller. 
The valuation is not a case of contrac' 
of purchase or sale, but this is aU 
done at the discretion and judgment 
Of ,the assessing officer. It is his in-
formation Or lack Of information 
which will decide what value is to 
be placed on the imports. The Badh-
war Committee went into this aspect 
to which We have made a reference. 
We do not for a moment say that our 
suggestion for the invoice price is 
all fool-proof. Our suggestion will 
result in reducing the daily contro-
versies and number of appeals. Valua-
tion should not be left to the arbitra-
riness of the aSleSSing officers. All 
the undersirable practices have come 
because of the discretion and judl-
ment of the officers. There are black-
sheeps in the trade and there are 
blacksh~s on the other side, the 
official side also. Therefore, we want 
to place these things without any 
ambiguity. 

We thank you for having given u. 
the opportunity of saying these few 
words to your CO'mmittee, so that the 
controversy between the general trade 
and the Government would be set at 
right by parliamentary legislation. 

This is the same stand that we toot 
before the Badhwar Committee. They 
agreed that the price will be the 
f.o.b. price for export, and, :for - im-
port, they also agreed that the in-
voice price should be the price. They 
agreed that the actual value should 
be -the basis of valuation. The onua 
of the burden of proOf of a collusion 
between the buyer aDd the seller 
should be on the administration bu' 
the importer is called upon to prove 
that there had been no collusion. 
There will be a 5 per cent or 10 per 
cent ftuctuation in price in the case 



of 801e agents. This is not to be then 
Aorlnal price. There is no provision 
of exempting these 801e agents or 
the sole sellers of the particular 
commodities. That is one point which 
we wish to place before your Com-
mittee. Forward contracts are beinl 
incorporated at the moment. We do 
not get any advantage by entering 
into competition in the foreign market 
and buying at a cheaper price. We are 
assessed at a higher rate. That 11 
Our submission. So, it is OUr request 
that the meaning of the worda "nor-
mal price" should be made more 
clear. 

The language should be made more 
clear and positive. We pay for cer-
tain goods the one duty at Calcutta 
but some othe.n may get at one-
third of it in same other place. It 
took us three years to standardise 
these matters in regard to ball-bear-
mg!. We want clarity and definite-
ness in all these matters and we do 
not want that such matters shOUld be 
left to the judgment of omeers. We 
want this matter to be atated witb. 
all clarity and definiteness and should 
not be left to be decided on the basis 
of the information of the dit!erent 
omcera. 

·Shrl Dehejla: I suppose you have 
finished your appeal on that point. 
Would there be a guarantee that all 
the goods coming into difterent ports 
would have the same invoice value? 
You have said that the price has vari-
ed between Bombay and Calcutta etc. 
Can you assure that all the goods 
coming at Bombay, Calcutta, Madras 
and other ports will have the S8'lJle 
invoice value? 

Shrl Da8 Gapta: No. We submit 
that different invoice values are to 
be recognised. 

8hrl Dehejia: So, the invoice price 
will not be uniform throughout the 
country. We will go to the next point 
made by you. I have taken your lalt 
point first. 

I would like to make a reference 
te the Bruuela Convention and the 
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broad al1'eements reached by them. 
This is what they say: 

"For the purpose of levyina dutie. 
of customs, the value of any goods 
imported for home consumption 
shall be taken to be the normal 
price, that is to say, the price which 
they would fetch at the time when 
the duty become. payable on a ala 
in the open market between buyer 
and seller independent of each 
other". 

This is the statement of the Brussels 
Convention, based on GATT. 

Shrt Daa Glipta: It should be macle 
with clarity and cleflniteness. 

Shrl Dehejla: Please also refer to 
pag; 27-paragraph 8 of the Badhwar 
Committee report. This is what they 
say: 

" ...... The invoice value should 
be made the sole basis of ad valo-
rem assessments to Customs duty, 
provided only that this value is, in 
fact, the cost ot delivery from an 
independent seller abroad to an in-
dependent buyer in India at the 
time of importation. Such cost 
would nonnally be represented by 

, the foreign exchange to be remit-
ted in payment for goods imported. 

"This aspect is controlled under 
regulations issued by the Reserve 
Bank of India in terms of invoice 
values ...... " 

So, the foreign exchange element is 
already there. Our point is that the 
Customs people should take cogni-
zance of the trade quotations, trade 
practices and all that, whether it is 
e.i.f., c. & f. or f.o.b. as the case may 
be. 'Normal price' is just an abstract 
concept. It is for you, Sir, to con-
sider how definiteness and clarity can 
be brought in. Our only request iJ, 
please do sOmething. After all, after 
so many years you are going in for 
luch a piece of legislation. Kindt,. 
do somethiDA at least, to minimise 
the hardship that hal been loine on. 



SIIrImaati 8aYitlrI 
you lOt any other 
oller? 

N!,a.: Have 
lu,gestionl to 

Shri Du Gap&a: We have sUlielted 
that the normal price shall be the 
c.i.f., or c. & f. or ·f.o.b., 88 the cale 
may be. That will provide the basis to 
fall back upon. 

SIlrlma&lSa-y1trl NIpm: Besides 
the lIullestiona mentioned on par. 
10 of your Memorandum, 1 want . to 
know whether you have any other 
suggestion to make. 

8brl Du Gupta: No other surges-
tion. 

Now, I come to Clause 17 in rerard 
to assessment.. 

Chairman: You want the words 
"not exceeding a week" to be added. 

Sbrt Du Gupta: We are only say-
ing that we have tried to put in cer-
tain time-limits in various clausel at 
various stages Of assessments, Of ap-
peals, of giving notices, of issuinl 
show-cause notices, etc. At present. 
undue delay is taking place. We sug-
gest that some time-limit should be 
placed here. 

Shri Morarjl Desai: We are trying 
to remove the dift'lculties. But We can-
not pro"Yide a time-limit here. -Shrt Du Gupta: There are provi-
sional assessments, but these are bur-
densame. 

Shl'i Dehejia: Clause 18 provides 
that. 

Shri »ae Gupta: That is provisional 
assessment. 

Shrl Morarjl Deeal: We may make 
a provisional aasessment. 

Shri Du 0.1*1: It is a costly affair. 

Shri •• IV"i DeIIIll: We will make 
a refund. 

Shrt Du Gupta: Tht' investment iI 
there. 

Shrl '1IeI'arj1 DeIaI: It is only for 
a abort tiae. 

• 
Sbri Du Qapta.: The moment plOvi-

lional assessment iI done, there will 
be still more delay and the money 
will be locked up. 

Sbri lIorarjl 0_1: Then, do not 
have it. 

Shrl Du Gupta: Even in Inc&me 
Tax you have provides time-limit 
this year. 

SUI llerarjl D .... : We have pro-
vided a time limit Of four years for 
assessment. You can provide three 
months bere. Then, it will always run 
in three months, not in two days. 

Sbri Du Gupta: It should be done in 
seven days. 

Shri Morarjl Delat: I lay, it should 
be done on the sa:meday. How am 
I to provide for it? I am prepared 
to say, ordinarily It should·be done 
witliin seven days. 

Shrl Du Gupta: That will do. 

Shrl Morarjt DeaaJ.: The word 'or-
dinarily' will kill the whole thing. 

Shri Bas. Gupta: There will be at 
least some guidance to the officer •. 

Shri Morarji D..af: Whenever there 
is undue delay, you bring it to my 
notice and I am prepared to pupish 
the offir::ers concerned. You are also 
not prepared to cooperate with us. 
You do not want to complain againat 
the officers. You want to complain 
against them when it does not luit 
you. The result is, the Government 
luO'ers and the public lIuffers. If you 
cooperate with us, I am prepared to 
lee that it is done within two days. 
But you must also be prepared to 
luffer hardship. You IIhould not be 
partners with the ofticers in the mat-
ter of collecmng duties. 

Shrl Baa Gupta: We can assure our 
cooperation. 

Shri Morarjl Dellai: Please do not 
think that 1 am charging you. I am 
only laying about thOte wao do it. 



Slui Du Oupta: The administra-
tion will admit that we have been 
trying to cooperate witll them. 

Shrl Morarji o.u: I am afraid n 
is a very diftlcult thin,. I have eone 
into in one case, about a consign-
ment of goods which was exported. 
That was done by the Cunom.. How 
the Association reprlllenlll that thil 
is wrongly done. What am I to do? 

Shrl Du Gupta: I do not know tlle 
"merits of the case. 

Shrl Morarjl Desai: Therefore, it 
becomes a difficult matter to provide 
a time-limit like that. Suppose, it 
does not happen within .even day •. 
Then, what will happen? 

Shri Des Gupta·: We are not .. ,.-
ing about the completion of the a.-
sessment. The assessment may 'l1ot be 
completed. The notice for calling in 
any document must be issued at 
least within seven da,.s. 

Shri Morarji DeIai: The notice 11 
issued to you. 

Shri Bas Gupta: But it takes a Jot 
of time. 

Shrl Morarji Desai: Why .hould 
that happen? The notice mUit be 
given within less than teyen da,. •. 
Why should it take seven da,..? 

Shri Daa Gupta: We want to put 
a statutory obligation. 

Shri Morarji De8al: We must 
provide "it in such a manner that 
there is less scope for· temptation on 
either side. 

Shrl Das Gupta: Ye., Sir. We cer-
tainly agree with ,.ou. 

Shrl Morarji DeIa1: We will con-
sider it. 

.Shri Du Gupta: Then I come to 
clause 17(3)--calling of various do-
cuments in driblets. Sir, the basic 
documents to be submitted can be 
listed, that these are the buic docu-
ments which every importer must 
submit. that is, bank draft, bill of 
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lading, etc. Then, in addition to thatr 

if the oftlcers want to have tom .. 
other documents, lOme technical 
papers, these mould be lilted all in 
one notice. What happeJll now it 
that the ofJlcer. call for the paper. 
and .. y, "Seen tbiI; produce .uch and 
such a paper" . It goe. on like that. 
There is no end to it. 

Shrl lIora1ji DeIU: I should like to· 
have two or three examples of thi. 
nature 80 that I can punish the offi-
cers concerned. Thia can be pre-
ven·ted oft1y by that way. It cannot 
be prevented in an,. other way. 

SIlrI DeJlejla: You "y, this is what 
i. happening in the administration 
and that it .hould not happen. That 
is your point, I ,uppoH. 

Shri Ball G.pta: Our point is that 
it should be .tatutoril,. provid~ a. 
is the case in Income Tax, that all 
relevant papers should be called for 
at one time, not in driblets. 

Sbri MOrarji ne.l: "n1at will al-
ways be there. Intelligence haa no-
limit and you will not be .atWled 
like that. Instead, it is better I ad 
by means of issuing circulars and if 
they are contravened, the ofHcer. 
concerned get punished. That is • 
better way ot doing it. 

.ShrJ Du Gupta: It you would per-
mit me, I would oy, the recom-
mendatioM of the Badhwar Com-
mittee ... 

Shrl Morarji 0-1: The Badhwar 
Committee is not the final word. 
Need you go on quoting onl,. Badh-
war Committee's recommendations as 
conclusions? We have accepted many 
of them. 

Sbri Du Gupta: Some of the.e re-
commendations have been accepted. 

Shrl Morarjl Deal: They are ac-
cepted. 

Shri Du Gupta: But the thing. do 
not improve. That is why we .ug-
ge.t tbat some statutory obUgatlozw 
should also be imposed. 



ShrJ McfttJI 0 .... : The thing. do 
not improve because where you should 
complain, you do not complain and 
you do not cooperate with the Gov-
ernment in punishing the wron,-
doers. 

Sbri II.ImaWD,ka: The suggestion 
i! being made that if you bring such 
things to the notice of the Govern-
ment, action will be taken against 
the oflacers concerned. 

Shr1 Morarjl Desai: I am prepar-
ed to take action against the officers 
concerned. If I can deal a dozen 
cases like that, then there will be 
no trouble. 

Sbrl Das Gupta: C'omplaints have 
been made in the past to the highest 
authority. But there is one big sna,. 
If I have to get the information, I 
have to get it from the traders. We 
find that very often a particular offt-
cial is continued in the same post 
and the life of informants who co-
operated with the Chamber was made 
hell. This happened during the days 
Of Shri Rajaram Rao. For nearly 
one year a party which cooperated 
with us was harassed. 

Shri Morarji Desai: Sometimes 
these things do happen; yet we re-
ceive a lot of information. There are 
a lot of informers also and their life 
ls not made hell, because nobody 
knows about it. 

Shrl Dehejla: I think Mr. Rajaram 
Rao retired in 1955. I suppose these 
things happened before that? 

Shrl Moral'll DflII&I: Do you mean 
to say that things have remained like 
that and there has been no improw-
ment? 

Shrl Daa Gupta: There has been a 
lot Of improvement. 

Shl'l Morarjl DeMl: Wi~h the law 
as it is, why is there improvanent? 
Because Government is trying to per-
suade. I can persuade Only 80 10111 
as you cooperate. If you cooperate 
with me, I am prepared to penuade. 
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I am prepared to see that the om-
cers responsible are dismissed, 01'" 
punished heavily. That i. the only 
way of doing things. 

Shrl Dae Gupta: But we' bave to-
make one submission that the offtcer 
complained against should be re- ' 
moved from the particular post-we' 
do not say removed from service. 

Shrl Morarjl Desai: If it becomes ; 
necessary, we shall transfer him 
from there. I am prepared to suspend 
him if we are satisfied that a prim4 
facie case has been made out. 

.8hri Du Gupta: That is a good. 
idea. 

Clause 23 

Shri Baa Gupta: This clause relate., 
to short-landed goods. I shall, along 
with this, take also clause 13 which 
deals with pilferred goods. 

Shrl Morarjl Desai: You confine 
yourself to clause 23. What have 
you to say about it? There is some, 
point in what you say regarding the 
goods short-landed, which might 
not have arrived on the shores. Then 
there should accordingly be no ques-
tion of duty at all, according to you. 

Shrl Dss Gupta: Our Chamber 
took up this question with the Cus-
toms. The Customs agreed. in prin-
ctple that on short-landed goods 
which are detected on board the ship, 
there is no question of duty. But 
they consider that the duty liability 
is on the steamer companies. The 
importers are advised that they 
should ftrst go to the steamer com-
panies to establish their claim. Our. 
submission is that when it is not the 
liability of the importer, Government 
should remit the duty straightway 
and realise it from the steamer' 
companies. 

Shrt Mora.rjl DesaI: But I am told 
that you are not charged duty on 
short-landed goods at all. 

5h1'1 J)q G1ipCa: It is being practi-
cally charged, though not technically 
charged. It is admitted that it is not 
the liability Of the importer, hut aU 



-the same he is asked to pay it and 
.claim it from the steamer companies. 

Shrl MorarJl Deeal: It should not 
"'be paid. 

Sui Daa Gapa.: It should not be 
. ~ealiaed. 

Shrl Morarji Deal: If you show it 
is actually ahort-landed, then the duty 
_1Ihould not be levied from the im-
porter. 

Shrl Da8 Gupta: At the time of as-
-sessment it should be remitted. 

Sbri lIorarjl Deea1: Where is the 
question Of remittance, when I say 
It should not be levied? 

Shri Morub: Please refer to sub-
clause (1) of clause 23 which say • 
. that duty will not be levied if it is 
shown to the satisfaction of the offi-
cers that the goods have not been 
imported. What is the definition of 
imported? It it is short-landed, it is 
-not imported. 

Sbri DIlS Gupta: We wish to explain 
.our experience_ We submit the Bill 

.. of Entry and assessment is made on 
-the basis of it. When we go to the 
purt to take delivery we find that 
1here is a short-landing. The duty 
':has already been paid on the basis of 
'the Bill of Entry. 

8hri MorarJi Desai: If it has been 
levied, it will be remitted. It hal 

,been provided for here. 

How many more points have you 
to make? I hope you will please 
·confine yourself to important things, 
because those who follow you may 
also be making the same points. 

ClaUle 28 
8brl Das Gupta: With regard to 

clause 28, our first point is that the 
liability for short-levies cannot be 
-made iJldeftnite. By the proviso to 
sub-clause (1) it can be made indefi-
nite on three grounds: firstly, when 
there is collusion between the officer 
and the importer; secondly, when 

·there is wilful mis-statement; and, 
thirdly, when there is suppression of 
facts. In custolD8 matters thiJ may 
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reter to assessment or to the cate-
locue or list of documents; it can be 
very widely interpreted. 

Shrl Morarjt Deu.I: How can it be? 
It is suppression of facts, not suppres-
sion of catalolWt . 

Shri Das Gupta: It may be lOme-
thing in the bill of entry. 

Shri MorarJI D ... : Bill of entl'1 
is a very vital thing. If anything is 
suppressed in it, then what is to be 
done? 

Shri Du Gupta: It can be produc-
ed; it has been produced. 

Shrl Morarjl Desai: Here "wilful" 
applies to both-wilful mis-statement 
or wilful suppression. 

Sml Bade: What, according to you, 
is the difference between wilful mis-
statement and suppression of facts'! 

Shri Das Gupta: Our apprehen-
.ion is that the term "suppression of 
facts" may be very widely interpreted . 

Shri Morarji Deaa.I: There also it 
is wilful. It applies to both. 

Shri Da. Gupta: To suppressioD 
also? 

Shri Morarji Desai: Yes. 

Shri Bade: It won't. 

Shri MorarJI De.l: It is intended 
that it should apply to both. If it 
does not, we can make it clear. 

Shrt Oza: The word "wilful" may 
be repeated. 

Chairman: The word "wilful" 
qualifies both. 

Shri Morarjl Desai: After "collu-
sion" we can put a comma, and after-
wards no comma is necessary. Or w. 
can use the word "wilful" twice--
wilful mis-statement or wilful .uP-
pression. We can do that, but that is 
a matter for consideration by us. 



SJuol Das Gap": That i. OUr appre-
hension. If yOU elarify it, that would 
be all right. 

CIlaIrmaJl: Yes, we will consider 
that point. 

Slirl Das Gupta: Then, this should 
.ot be for an unlimited period. 

Shrl lIorarjl Desai: You said it iI 
all right .... 

Sbrl Das Gupta: It may be for three 
or four years, but it should not be for 
an unlimited period. 

Shrl Morarjl D_I: "Unlimited" 
has not much of a meaning. After ten 
years, or even atter five years nobody 
is going to take it up. 

Shri Das G.pta: But if anybody 
takes it up? 

Shrl Morarji Deui: It is better that 
it is kept hanging. 

SIlrl Dal Glipta: Then I want to 
lay something about the service of 
the notice for re-opening. This should 
naturally arise by the post-checking 
assessment of duty and inspection. 
That should be expedited. These are 
imported ,oods. So, the re-opening 
should be started promptly. And 
that is why we have sUliested that 
you do it within three months, instead . 
of keeping it for six months for the 
service of the notice. This is being 
reopened. It should be reopened 
within three months, if so desired. 

And, secondly, the notice for re-
opening should indicat. the basis and 
the reason for reopening it. It should 
Dot simply be a notice saying that it 
il being reopened, but it should also 
provide the reasons and the basis for 
the reopenin,. 

Sbri Morarji Desai: It is six months 
on both sides. You can ask for a 
refund also within six months. If you 
will reduce that period to three 
months, then I am prepared to consi-
der this. It is six months on both 
sides. 

Sbrl Du Gupta: While reopening 
the case the basis and the reasons 
Ihould be given in the Rotice. 
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And, the notice should not be onl,.-
issued but served. Recently there hu 
been a case where the Department 
Aid that they had issued it. But the 
High Court held that it had not beell-
served. Only a record in your book 
that it was issued will not do. The 
wording in the clause is "issued". It 
should be "served", whatever the-
time. • 

SIlrl Morarjl Deal: Suppose it is-
issued on the last day of the .ix-
months' period. Then it may not be-
served for a month. You may avoiel 
the service. What is to be elone-
then? 

Sui Das Gupta: A registered letter-
will do. 

Sbri MorarJi Deal: Registereti 
letters also get lost. They also are-
not received. 

Chairman: The man may pay some-
thing to the postman and dodge-
receiving it. 

Sbrl Morarji Desai: If you have not 
received that notice, Government is. 
bound to find out why you have not 
received it, and nobody is going to-
charge you without getting your 
explanation. 

SIlrl Das Gapta: It went to the' 
High Court and they said that the-
notice had not been served. The 
Department said it had issued the-
notice. In clause 153, under 'Service-
of order etc.' if yOU add the word 
"registered" before the word "post", 
that will serve the purpose. There-
the term is "by post". 

Shrl Anand: "Post" means register-
ed post-that is what the Law Minil-
try lay. 

,shrl Morar,. Desai: How can-
anybody say that "post" means regis-
tered post? You better mention "by 
registered post". There is nothing. 
wrong in it. That we can consider. 

All right, you 'A ahead. 
Shri Das Gupta: The notice shoulcf 

indicate the basis aad the reasonl. 



Sut Morarjl Deaal: That we will 
·.consider doing by means of a circular. 
not in this. We will issue instruc-
tions that in the notice we should let 
them know. But if that is statutorily 
provided, even if one thing is not 
mentioned you will say. "This is not 
mentioned". So I cannot do it here. 

''But I will certainly do it by meana 
, -of instructions that the realODS should 

;'be given. 

Shri Das a.pta: Under the rules. 

Shrl Mahet!lhwart: Another thing is 
,·that the demand is served on us. 
Afterwards we do not get any reply 
from the Custom. for years together. 

. Once a demand is made, after that 
ihe Authorities remain silent. The 
matter is never withdrawn. 

Shrl lIorarii Deaai: Let us know 
. some cases like that. I Let us know 
·one or two cases like that. and we 
will set thing. rieht. I can believe 
many things happening in customa, 
but unfortunately I am not beinl 
helped by you people. 

Shri Maheshwari: We will give 
such cases. 

Shri Das a.pta: Under clauses ~ 
-to 49, that is, the Clearance clauses. 
• our submissions are two. These are 
not in the note. This is a new point. 

.At present, in practice detention certi-
ftcates are issued. in three circum-
:stances, los's of documents. delay in 
chemical tests and delay in the 

: Icrutiny of import licences. In the. 
·three cases, detention cE"'1ificates are 
given by the Customs, These are 

'necessary in connection with whaliage 
and demurrage chargp.!'I. Our only 
!lubmission is, add somewhere, in 
appropriate cases if for one reason or 
another there is delay in aueument. 

'ihen also it should be possible to 
issue detention ce"ift~tes. 

Slui IIorarjl 0-1: If the clel.y 
·in aRessment is due to Itot lupplyin., 
. the facti? 

Sllrl Das a.pta: In .ueh casel. the 
..department will not issue the 
..certificate. 
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provide it here that if there is delay. 
detention certiflcates should be ,iven. 

sut Du a.pta: The omcera say 
that there is no provIsIon for the 
issue of detention certitlcates. There 
is no provision here. 

Shrl Dehejla: What ·you are lItatiDg 
does not relate to the procedure here 
but something with reference to the 
Port Trust. 

Slirl Bu Gupta: Clauses ~ to ,,~ 

deal with clearance of goods, at dif-
ferent stages of clearance. Nowhere 
is there any provision for the iSlue of 
detention certificates. Our wbmission 
is that some provision be made in 
this group of clauses for the issue of 
detention certiflcates. 

Shrl lIollal'jl Desai: That means 
that the Port Trusts Act. will have 
to be amended. Suppose we issue 
detention certificates and the Port 
Trust says, we are not ,oing to 
honour? They are bound by the Port 
Trusts Act. 
. 8hrl Das Gupta: In practice, they 
honour .. 

Shrl lIorarji Deeal: The two Acts 
must have proper connection . 

Slarl Das Gupta: You may secure 
the connection. The question is, 
there is no provision. We are sugges-
tinl, make some provision for the 
issue of detention certificates. 

Chairman: Who issues the cer-
tificate? 

Shri Morarjl DetIal: The Collector 
of Customs. We will consider wllat 
can be done. 

CIIairIaaa: This will be considered. 

Sbrl Debejla: I suppose what you 
want is a lelal provision for the 
present working arrangement between 
the Port TrUit and the CastolDl . 

8hrt Das Gupta: No. Some proyi-
sion here for the issue of detention 
eertiftcat.. in appropriate c ..... 



Shri Morarjl Desai: We will COlliSider 
'Whether it can be done. We do Dot 
!.Undertake to do it. 

Shri Das Gupta: Regarding clause 
110, Seizure ot goods, documents and 
'ihings, our only submission is this. 
In appropriate cases, certainly, 
:seizure of goods and also document. 
may be necessary. In case the docu-
ments are seized, except those which 
may be directly required in any pani-
,cular case that may be going on, all 
other documents should be returned 
.atter keeping photostat copies it 
necessary. At the ~oment, there 11 
no obligation to return. 

Shri Morarjl Desai: Here it is mell-
-tioned: 

"Any Officer of customs may 
seize any documents or thin,s 
which, in his opinion, will be use-
ful for, or relevant to, any pro-
ceeding under this Act." 

'That is provided, If useless thin,. 
are taken, you let me know. There 
is no remedy in this clause. That is 
.another thing. 

Shri Das Gupta: The provision for 
return is not there. 

Sbri Morarji Desai: They must 
return. Why should they keep them? 

Sbrl Dehejia: For seizing 
,authority is required. If 
seizure beyond authority, 
~orrect. 

any thin" 
there is 

it is not 

Sbrl MorarJi D .... : If an offtcer 
',seizes a document which is not rele-
vant, he is liable for wrong action. 

Sbri Das Gupta: Allow me to sub-
mit, documents are taken. It you 
-will only look into the Customs cases 
before the courts, you will find that 
'people have to go to the court and 
the court has to order that these 
documents should be returned. 

Sbrl Morarjl Desai: Send some 
-eases. I think it is very wron, it we 
have not taken action in tha.e easel. 
.Let me have lome cases. 
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the courts. 

,Shrl Morarjl Desal: Show me where 
the courts have said like that. I will 
take the court's decision. 

Shrl Das Gupta: They are returned 
after the court's decision. 

Shri Morarji Deal: We will punish 
those officers. Give me the cases. It 
is a wrong action on the part of the 
officer. The law is ,correct. 

Shri Du Gupta: In clauses 112 to 
114 taken together, there is refer-
ence to financial transaction and per-
sonal liability for abetment. It you 
will kindly lee the wording, it has 
perhaps made the position a little 
more fluid than intended. It is said 
that a person knowing or having rea-
son to believe that that man may 
use it fOr smuggling, has given fin-
ancial or other assistance. The finan-
cier has lent money to another maR 
who is also an importer doing import 
business. This includes a bank or 
financial institution. If for one rea-
son or another. lome part of the 
goods have been considered to be 
smuggled and confiscated, the finan-
cier will be in difficulty on a charge 
of abetment. 

,Shri Dehej": The clause says, fin-
ancial or other assistance for smug-
gling such goods. It does not merely 
say. financial or other assistance. 

Shrl Du Gupta: How will it be 
proved? 

Shri MorarJl DeAl: I want to re-
vert to the Registered post provision. 
From the General Clauses Act, I find 
that what I said was wrong and what 
they said was right. Clause 27 says: 

"Where any Central Act or Re-
gulation made after the commence-
ment of this Act authorises or re-
quires any document to be served 
by post, whether the expression 
'serve' or either of the expression. 
"give" or "send" Or any other ex-
Jtression is bsed. then, u·nless a 
different intention appears, the 
service shall be deemed to be 
effected by properly addressing. 



pre-paying and posting by reJister-
ed post, a letter . . ." 

It is there. I am sorry I did not 
know that. That does not require 
any provision. 

Shrt Dae Gupta: A man has lent 
money to an established importer. The 
establiShed limporter, the merchant 
is there. He is doing good business. 
The man has lent money. He takes 
the money. A part ot his 
goods or a part of his traded goods 
has became confiscated. The 
financier cannot be blamed: that out 
Of the money that portion was used 
for smuggling. 

ShrI Morarjl DeIai: I want the fin-
anciers to be careful not to finance 
Jluch things. 

Shri Du Gupta: Will that be 
possible? 

Shri MorarJI Desai: It will be 
possible. All of you know who is 
doing this. 

Shri Baa Gupta: I am referring to 
the financier. 

Sbrl Morarka: Kindly read the 
clause: 'Any person who, knowing 
Or having reason to believe ... ' This 
is the qualification. 

SMI Daa Gupta: 'Knowing'-we 
agree. But 'having reason to believe' 
is a different thing. 

Shri MorarJI Desai: Suppose the 
Ulan has been fined once for smug-
gling. Then he has reason to believe. 
Otherwise, the prosecution will have 
to prove that he has reasOn to be-
lieve. We will go further. 

Clause 120 (2) 
Shri Das Gupta: The smUiiled por-

tion should constitute the major 
portion of the goods, not a small 
part. 

Shri MorarJI Desai: Even if it can 
be separated, I would like to con-
fiscate all the goods. Unless the 
punishments are monstrous, I am 
afraid this business of smuggling is 
not going to end. I do not think the 
punishment now is sufficiently mon-
.. trous. I would like to confiscate an 

1. 
hi, property, but Parliament will 
not allow that. 

S1u1 Slwlbralya: The value ot the 
smuggled article will be more than 
that ot the container. 

S.I MorarJ' De8ai: Sometimes it 
happens. They profit so much by 
smuggling that they take the risk of 
punishment when they are found. 

Shrl Osa: This relates to possessIon 
in third party's hands. Suppose the 
goods are transferred to third 
parties. 

Shri MorarJi Desai: I would tak~ 
that step even with regard to the 
third party, if I can help it, for 
some time, to put God's fear inte) 
these people. 

Clause 122 

Shrt Bas Gupta: The confiscation 
order should not be by an officer be-
low the rank of Deputy Collector. 

Shri Morarji Desai: I do not lee 
any necessity. 

Shri Du Gupta: For smaller 
amounts, there are still lower offi-
cers who can do it. 

Sbrl Morarji Desai: It is by a 
gazetted officer. Ga:aetted officers 
must all be allowed to do that. Other-
wise, the work will be tremendous. 
There is nothing objectionable in it. 
You can always appeal. 

Shri Kajarla: That is the reverse 
order. 

,shri MorarJi DesaI: Reverse order 
is better fOr these thtngs. 

Clause 128 

Shri Dae Gupta: At least there' 
should be a trib\.Jnal. 

Shri Morarji Dt'lsai: I am sorry. 
One tribunal is enough. I am not able-
to find judges required for all the' 
tribunals. 

Sbri Du G.pta: Another more im-
portant thing is this. The appeal 
orders that are now issued are not 
appeal orders. Generally. the CBR: 



order. are mostly Of the tJpe of 'no 
cause for intervention'. When ap-
peals are rejected, the reasons for 
rejection ahould be .tated. 

Shrl Morarjl Desai: 'Appea1 re-
jected' is enough. Reasons ahoulcl be 
given only if the appeal is allowed, 
not otherwise. 

Shri Bas Gupta: At the Collecto-
rate level, can there be a separate 
Deputy Collector for hearing appeals? 

Shrl Debejla: There is a ruling that 
the officer who adjudicates should 
hear the parties. 

Shrl Des Gupta: Ln case an appeal 
is filed, at the moment it goes to 
the Assistant Collector. 

Shrl Morarjl Desai: From the lower 
officer. 

Shri Das Gupta: Yes, and from the 
Assistant Collector to the Collector. 
We were thinking that if Assistant 
Collectors are also assessing authori-
ties and if there was some appellate 
officer under the Collector who only 
hears appeals, it would expedite 
matters. 

SbrI MorarJI DesaI: You want two 
appeals again at that stale. In the 
caSe of an officer below the Assistant 
CollectOr, you have two appeal .... 
to the Assistant Collector and Collec-
tor. Now you want two appeals from 
the Assistan:t Collector, that is, to 
the Deputy Collector and then to the 
Collector .. 

Shri Morarb: What they want is 
that the appellate machinery should 
be separate from U1e executive 
machinery, as we have in the Income-
tax Act. 

Shril MOrarjl Deaal: I do not want 
to turn executive matters into judi-
Cial matters. Taxation is not a judi-
Cial matter at all. These are ':finan-
cial things, It is only economic 
justice. 
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ShrI Das Gupta: Our submission 11 
that the disputed amount should not 
be required to be deposited when the 
appeal is golin, on. 

Shri MorarJI Deal: Why should it' 
be held in abeyance? It must be 
deposit"" 

Sbri Das Gupta: If the assessment 
is higher, it becomes very ha~ for 
the man to do it, even if he wms the 
appeal subsequently. 

8hrI Morarjl Deal: He should 
deposit it. 

Shri Das Gupta: When the assess-
ment has been done, let the portion 
not disputed be deposited. 

Shri Morarjl Desai: No. 
Shri Das Gupta: Let it remain up to 

the first day of the hearing. 
Shri Morarji DeSaI: The whole as-

sessment should be deposited. 
,Shrl Morarka: A new proviso is 

there now. 
Shri MOl'al'jI Desai: That is quite 

enough. That also may get taken 
away Nt your asking for more. 

Shri Das Gupta: Coming to Clause 
156(2) dealing with rule-making 
powers, we want that in respect of 
the Manual of the Tariff Guide, the 
rulings of the CBR should be periodi-
cally consolidated, because in the last 
27 years the Tariff Guide has been 
revised only five times. 

Shri Morarjl Desai: It will be done. 
We will publish the Manual, and 
issue every year additions, and when 
the additions become too many. we 
will reprint the whole thing. 

Shri Das Gupta: Before expressing 
our grateful thanks to you for hear-
ing us, we would invite your atten-
tion to one thing. At the moment 
permission" of a judicial authority 
is necessary before search and entry 
into a house by the customs authori-
ties. Under the Bill, Clause 105, 
that permission is dispensed with. 
If this is allowed here, the police 
will say that it is a police matter and 



enter premises and search without 
the perrnission Of the court, on the 
lines of the customs people. 

Shri Morarjl DesaI: The police also 
have powers to do it. Without tak-
ing a warrant, they can enter and 
.earch in several cases. 

Sb.ri Das Gupta: Only in ;pecifted 
cases. 

Shrl Morarji DesaI: This is also 
only in specified cases. It wm affect 
only the smugglers. 

Shrl Das Gupta: It is not mentioned 
that it is only in the case of smug-
glers. If customS' people enter into 
houses for customs reasons, police 
will enter for police reasons, and 
Central excise people will enter for 
excise reasons, without taking per-
mission fram any judicial authority, 
and in spite of our having democracy, 
there will be an administrative Raj. 

Shrl Morarji Desai: The police have 
the powers to do it; excise officer. 
also have the powers; income-tax and 
• ales tax people also have those 
powers. 

Shrl Das Gupta: Income-tax and 
sales tax people require permission 
and the search is of the assessees. 

Shrl Morarji Deaa.I: Have you ever 
suffered from it? Has anybody en-
tered your House? Wlien a person 
has to go to a magistrate and get a 
warrant, it gets known and every-
thing is ftnished. It becomes very 
difficult to find anything there. This 
is the experience. 

Shri A. V. Barhavan: The police 
should record the reason and then 
forward it to the magistrate. 

8hrt MoNrll DesaI: It amounts to 
the same thing. Why should he for-
ward it to the magistrate? He should 
forward it to his superiors. If we 
find that his action Is wrOlll, we 
will take action against the man. 
Punishment given to the man for 
wrona' actlon wlll be a better deter-
JWDt tbaD ~ to the ma21strlte. 
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8hrl Morarka: We have a similar 
provision in the income-tax law, but 
there it is confined to the place of 
business of the assessee only. 

Shrl· Morarji Desai: If you do not 
do it, you will not be able to get at 
the root Of it, because it is so wide-
spread. 

Shri A. V. Barhavan: The officer 
searching may take two witnesses. 

Shrl Morarji DesaI: When the 
search is made, there are bound to 
be two people. No search can be 
made by the officer without panches. 
Panches are bound to be there. The 
provision in the Criminal Procedure 
Code will apply to searches here. 
They cannot make a search without 
leaving a trace of it, that cannot hap-
pen. It is mentioned in the clause. 

Shri Das Gupta: Here the question 
is not the man involved; it may be 
only the relevant man. The neces-
sity of taking permission of the judi-
cial authority has been taken away. 
. Shrl MorarJl Desai: Deliberately, 

not through mistake . 
ChalrmaD: But there is provision 

for punishment of officers for wrong-
ful search. 

Shrl Morarjl Desai: You have sym-
pathy from several hon. Members. 
Therefore, you need not go further. 
I will have to meet them, not you. 
That is why I said I could not get 
the powers from Parliament; other-
Wise, in six months I could stop all 
this. Unless we have these punish-
ments, I do not think we will be 
able to do it. Even if same people 

. are harassed, I am prepared to take 
the risk, but the way the racket is 
going on is a shame for the whole 
country. We do not mow what we 
should do. 

Shrl Daa Gupta: The unfortunate 
part of it is that perhaps the more 
you make law stringent, the greater 
will be the harassment to the honest 
man, and the more intelliJent wID 
still 10 scot-free, because their bUO~ 
yancy and flexibiUty are.o much 
that they can always over-reach. 



Shrl Morarji De8a1: The atmos-
phere now is such that an honest man 
is considered a stupid man, and there-
fore nobody wants to remain honest. 
That atmosphere must be removed. 

Shrl Bas Gupta: That is our su.bmis-
sion also. 

Shrt MorarJi Desai: We are trying 
&0 do that. That is why I say where 
a ml!on is harassed, and wrongly 
harrased, we will punish the officer 
harassing him very severely. That is 
8 better deterrent. 

Shrl Das Gupta: We assure vou of 
our co-operation on condition that 
the administration helps us. Those 
who run their business honestly and 
strictly should be encouraged and 
shawn to others as an example. 

Shrl Morarji Desai: I am prepared 
to trust people like that, but let 
them deposit with me the proper 
amount of money. When they are 
found to go wrong, I will confiscate 
it. Then I am prepared to trust 
them. 

Shri Das Gupta: You are only try-
ing tl) maoilise money in an indlrect 
way. 

Shri Morarjl Desai: What is wrong 
with it? I will give you back the in-
terest, so that there is no saving to 
Govemment. Is that enough? 

Shri Das Gupta: Certain proposals 
were made in the Central Advisory 
Committee about steps to be taken to 
secure co-operation .between the 
Federa'tion and Cha~bers lor Com-
merCe on the one side and the local 
administrations on the other. The 
Federation has written to us in con-
fidence what those steps are and in 
what manner it can be done. 

Shrl Morarji Desai: We are trying 
to do it, but that it not a matter to 
be diSCUSSed here. 

Cha.Irmaa: Thank you very much 
for the evIdence you have given. 

(The witneBBe. then withdrew.) 
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II. THE PRECIOUS SroNE IMPORTERS' 
AND EXPORTERS' AsSOCIATION, 

BoMBAY 

Spokesmen: 
1. Shri Jaiysukhal D. Zaveri 
2. Shri Kirtilal K. Doshi 
3. Shri Pravin M. Nanavati 
4. Shri J. R. Gagrat 

(Witnesses were called in and they 
took their seats). 

Chairman: We have your memo-
randum. Have you anything more 
to say in addition to your memo-
randum? 

Shri GalT&t: As mentioned in the 
memorandum, there are certain 
Drovisions of the Bill which have 
caused serious apprehension m our 
minds as far as our trade is concern-
ed. We are not here to dispute the 
purpose of amending the Act; but we 
want to draw your particular atten-
tion to certain sections which have 
caUSed great apprehension in our 
minds. 

Shri Morarji Desai: How many secM 

tions? 
IShrl Gqrat: There are onlY 4 sec-

tions to which We will refer. There is 
clause 118 which provides: 

"Where any smuggled 'goods are 
contained in a package, the pack-
age and any other goods. contained 
therein shall also ~ liable to 
conflsca tion." 
Precious stones are dealt with in 

the course of our trade. The practice 
in our trade is that we put the 
stones in certain paper folders. What 
we do is this. We collect tht' • 
previous stones from various sellers. 
They· are sorted out according to the 
size, type etc. Then, they are put in 
one package. There would be a pack-
age Of rubies, emeralds amd So on. 
They are carried on our person. 

Supposing, for instance, there is 
one piece of a precious stone J.n one 
package which is alleeed to be or 
found out to be smuggled, then, the 
whOle package is liable to confisca-
tion even though the package may 



contain 25 other precious stOlles which 
may belong to other sellers who may 
have been bona fide- purchasers or 
whose family property the stones 
may be. The whole package is liable 
to confiscation mereyl because they 
happen to be put into the packet with 
one stone which is smuggled or alleg-
ed to be smuggled. 

8bri Morarjl DeeaI: Why was it 
put in? 

Sbri Gqn.t: Then there is clause 
123, under whioh I have to show that 
a precise stone, which is seized by a 
customs ofBcer as smuggled, is not 
smuggled. 

Sbri MorarJi Deeal: Because it is 
not covered by any licence. You will 
grant that there is a lot of smuggling 
in precious stones. It may also include 
diamonds. 

Shrl Gqrat: 1 will make one thing 
very clear. The precious stones with 
which our Association, which is now 
before you, is concerned, are coloured 

, atones; they are emeralds, rubies and 
sapphires. As far as these three ltem. 
are conc2rned, even after 1955 when 
the provision of Section 178 A was in-
serted, there has been no single case 
of confiscation, because of two rea'" 
sons. Emeralds, rubies and sapphires 
are produced and mined in India free-
1)' since centuries. Their import policy 
was very liberal and up to 1947 there 
was no licensing at all of these. Up 
to 1957, liberal licences were grlfnted 
and from 1957 ad· hoc licences are 
being granted. 

As far as these three stones are 
concerned, there is not much of 

• home consumption but large exports 
are being effected by us. We. get 
them, polisb them and export them. 
Government had actually put a duty 
of II per cent; and there would not be 
much incentive for smuggling these 
things. As far a. these three stonos 
are concerned, I would like to point 
out that there has been not a single 
instance of smuggling. You can verify 
that from the customs records. 

• There have been 4 instance. in 
which the customs have seized these 
~ un&r 1ICt1on 178A. 
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8brl MorarJi Desai: I do not know 

how to distinguish "etween these 
three stones and the other stones. 

Shrt Gqrat: We speak only lor 
these stones, rubles, emeralds and 
sapphires. 

Shrt MorarJl Desai: Do you WaDt 
to have some exception provided for 
these? 

8hrl O ...... t: Yes, Sir. 
8br1 Moral1l Desai: We will con-

sider what can be done. 
Sbri Gqrat: After 1955 only 4 in-

stances of seizure have taken place • 
. This would cause harassment to the 
traders. 

8hrl MOI'BrjI. D .... : We will flnd 
out some method whereby we can 
avoid haralSDlent. 

Shrl Gqra&: In our view, you 
should exclude the.e spe~c stones 
from sections 118, 120 and 123. 

SIui MorarJ DfIIIIII: We will see. 
"ShrlGapat: 'l'Ihat is our first ob-
jection. You will appreciate the diffi-
culty. It one stone in a package is 
found to be smuggled or alleged to 
be smuggled the whole package is lia-
ble to be conflscated. 

Shri Morarjl Desai: In the first 
place, I am not satisfied why any 
other piece should be found in that 
package. It does not come by itself; 
it is put lD. I i it 

8br1 Gqrat: Supposing 7 or 8 
people sell to lIle precious stones In 
the course of a deal. As far as these 
are concerned, it is not possible to 
investigate and find out or even sus-
pect tIlat some of them are smuggled. 
Supposing customs come to know that 
A has smuggled certain stones and 
that those stones have later on come 
to me, they eize It. But I do not 
know of it because I put them in one 
package with the stones of other 
dealers. . 

6hrl MorarjI Deal: That meaDi 
your whole stock will be liable to 
conftscation. 



Shrl Gqrat: Supposing I ba ~ e a 
eertain type of rubies in my shop. 
L go on IWrohasing different sizes of 
.tone and I sort them and put into 
one package stone. of a certail'l type. 
In that package there migl« be one 
stone smuggled by A but which I 
might have purchased bona. flde. 
Simply because I have put that in the 
packet along with others, all the 
others, will be confiscated. 

Sbri DebeJia: Clause 178A was 
enacted in 1955. Between 1955 ,and 
1962 have there been any cases of 
hardship? 

Shrl Gaa'rat: There have been foW' 
cases. I may submit that there is no 
incentive to smuggle in these stones. 
Licensing is liberal. In none of these 
four cases the gu'ilt was proved and 
the poor traders felt harassed. 

Shrl MorarJI DeaaI: If in none of 
these cases it could be proved, then 
that means they were harassed. Did 
it happen with the same officer or In 
one place1 

Shrl G ..... t: No, Sir: at diiferent 
places. 

Shri MorarJI Desai: • Anyway, there 
may have been some informa-
tion. We will try to consider thiI. 
For bona fide transactions, we will see 
what we can do. We shall see if we 
could find some provision whereby 
bona fide transaciio:J.s could be eovel'-
ed. ..... < Shrl Gagrat: May I then invite your 
.tfention to clauses 118, 120 and 123? 
It is a corollary to our earlier sub-
Qlission. I will not repeat the facta. 
They apply to all these clauses. 

Shrl MorarJl DesaI: We shall con-
sider them. 

I!Ihrl Garrat: If you exclude these 
tttree precious stones from section 
123 (2) it will be good. It reads: 

"This section shan appl to gold, 
manufactures of gold and preci-
ous stones, precious stones. . ." 

You may define precious stones like 
diamo!1ds of other eate.oa. 01. stolles. 
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in which there is material on record 
to show that smuggling has been 
going 011, 

Shrl MorarJI Desai: We will con-
sider all that. 

Shrl Gagrat: I will now come to 
clauses 191 and 192. When a person 
believes .... 

Shrl MorarJi Desai: What else can 
be done. It says: when he has rea-
.on to believe. 

Shrl Gapat: The grounds are not 
given. The reaona are not given. It 
should be made a condition. 

Sbri Morarji Desai: That will be j I 
done. Before he searches a person the 
reasons must be recorded and given 
to him. We will do that. 

Shri Garrat: He may be searched 
in the presence of two independent 
witnesses. 

Shrl MorarJi Desai: For that the 
Criminal Procedure Code will ap~y; 
that is provtded for in clause 105.) 

.Shrl Garrat: As the Bill is drafted, 
it leavel a doubt. 

Shrl MorarJi Desai: It will be taken 
out and put in such a manner as to 
leave no doubt. 

Shrl Gacrat: He may be arrested 
in the presence of panchas . 

Shrl MorarjI Desai: No arrests are 
made _ before panchas. How can we 
arrest before the panehas. Searc.hes 
can be made like that but arrests 
cannot be made necessarily like that. 

Shrl Gacrat: The men arrested 
should be produced before the Magis-
trate forthwith. 

Shrl Morarji Desai: Within 24 
hours: it cannot be forthwith. Then! 
is a provision in the Criminal Pro-
cedure Code also like that 

Shri Bari Vishnu Kamath: Article 22 
of the Constitution gives 24 hours. 



Sbri DeheJia: You are probably 
thinking in terms of Bombay city. 
Where are places in the country where 
it takes much time to reach a magis-
trate. 

Shrl Morarji Desai: The time for 
taking a man to the magistrate in 
some places may be outside 24 hours: 
in some cases it takes even two days 
to take a man to the magistrate. 

Shrl Gacrat: There are certain 
other provisions to which there is no 
objection as such but healthy sug-
gestions are made from the practical 
point of vliew. 

Section 13 says that if any imported 
goods are pilfered after the unloading 
thereof and before clearance for home 
consumption or deposit in a ware-
house, the importer shall be liable to 
pay the duty leviable on such goods. 
Su})pose the goods are lost not due to 
his fault. 

Shrl MorarJI DeSaI: Are there any 
cases of pilferage of such . stones? Why 
do you want to get covered by it? 

Shri Gamt: Clause 14 deals with 
the real value of the goods. 

As far as the precious stones Are 
concerned, there is, I am told, noth-
ing like a fixed market price by 
which you can eValuate. Every 
stone depends on the size, shape, 
weight, etc. We are only suggesting 
that you might, under this sub-
clause, constitute a panel compris-
ing your departmental officers and 
some of our members of the Asso-
ciation so that as and when importa-
tion takes place, that pan.el may be 
the arbIters to decide the dispute. 
Otherwise, the clearance is affected, 
the export is affected. These are 
goods that come in different sileos, 
.hapes ana forms. 

Shri Morarjl Desai: But there can 
be under-invoicing and over-invoic-
ing. 

8brt Gll&'I'8t: Not in this trade. 

Shrl Morarjl DtIIILl: Why not? I dO 
not think that is not done. It can be 
done and it is done. .. 

Shri DeheJla: Even now, when theore 
Is no statutory committee, market en-
quiries are made froITl the experts. 

S'brl Gacrat: In this clause, the ofter 
of sales is taken as the basis for deter-
mining the price etc. 

Shrl MOrarjl Desai: It is so because 
of under-invoicing and over-invoicing. 

Shrl Gapat: Quotation is never the 
basis and the sale itself is subject to 
bargaining by the parties. 

Shrl Morarjl Desai: Therefore, it 
has to be kept as it is. 

&hri Gacrat: By reason of my bar-
gaining power, for example, I import. 
goods at value X, and when I get the 
quotation of Y, and still Y is said to 
be normal price. . . 

Shri Morarji Desai: There i9 no 
harassment in it. 

Shri Gagrat: The goods are liable to 
confiscation only on the ground ~hat 
it is a mis-stat~ment. 

Shri Morarji Desai: I do not think 
there will be such a thing if there is 
only a little difference. 

Shrl Gapoat: Supposing, as a result 
of my bargaining, I am able to get at 
price X, and you get a Quotation. 

Shrl Morarjl Desai: You do any-
thing by bargaining and not by under-
invoicing. 

Shrl Ga,ut: I can show the corres-
pondence. 

8hrl Morarjl Desai: There is always 
collusion. 

Shri Debejla: The question' is, this 
provision applies to every trade and 
every commodity. I do not suppose 
it is your contention that is no coun-
try is the basis for evaluation different 
for different commodities. 

Sbrl Ga.gra: The quotation is never 
the' basis for lfxinI the JlDnDal price. 



Shtl Morarjl Desai: You will have 
to try to regulate it by law. 

Shri GaITat: When quotation i. 
taken as the basis for the pri~e .... 

Shrl Morarjl Desal: We will issue 
instructions about it. 

Shrl Bade: How can a normal price 
·be fixed, when there is no statutory 
committee, etc.? 

Shri Zaverl: It is throuih experi-
ence in the trade. There may be 
different valuations. For importers, 
the valuation can be anything from 
five to ten per cent. 

Shri Morarji Desai: That is why it 
is such an expert business. 

Shrl Bade: It is very difficult to fix 
the price. 

Shri MorarJI Desai: They could flnd 
this out from the man who deals with 
precious stones. It is a very expert 
business. 

Shri Bade: Who will fix the normal 
price? 

Shri Morarji Desai: We ask some-
body who is not in the trade but who 
knows. He gives the price all right. 
Generally, the .price does not vary 
much, when you consult independent. 
ly the people who can say about it. 
Of course, when there is collusion 
among the people concerned, they 
may say something. But you can 
avoid all this by jumping on them by 
surprise! 

Shri Ga,rat: The new section 128 
provides that in an appeal the Board 
has powers to enhance the sentence. 
As you know, the customs officers 
have been held to be quasi-judicial 
tribunals; and it is not a normal pro· 
vision.-that the appellate authorities' 
function is to adjudicate de novo. 

Shrl Morarji Desai: When there 1. 
a collusion and the officer lets him of! 
with a very small punishment, what 
is one to do? 

Shri Gagrat: In such a case, the 
importer would not file an appeal 

Shri Morarji Desai: I think it wu 
in order to prove that they are very 
honest. It is normally happenini. It 
is not an abnormal thing. 

Shri Ga .... at: If the appellete autho-
rity is to adjudicate de novo, what 

> happens? This is a hard provision. 

Shri MorarJl Desai: Even when the 
thing is meticulously provided for, 
there may be some loopholes through 
which the man gets acquitted. 

Shri Gacrat: The alleged shortcom· 
ing of the officer .... 

Shri Morarjl Desai: It is not short-
coming. It is the position of the other 
man. He is more responsible than 
the officer. It is because of the temp-
tations that the administration gets 
spoiled. 

Shrl Ga&'rat: A provision may be 
made to the effect thaj; in the case of 
any collusion, the appellate authority 
can act. 

Shri MorarJi Desai: It is ·not judicial 
matter. This is absolutely an exe-
cutive matter. 

Sbrl Gamt: The Supreme Court 
has held that Custom Authorities are 
quasi.judicial and not executive 
authorities. 

Shri Morarji Desai: One can always 
go to the Supreme Court. One can· 
not debar that. 

Sbrl Ramanathan Cbettiar: We 
would like to see what rubies, sap· 
phires, etc., are, and how they deal 
with them. 

Shri ZaverJ.: We build our reputa-
tion after 40 to 50 years of our ac· 
tivity. 

Sbri Morarjl Desal: You can rest 
assured that nothtng is done to injure 
your reputation. We will . see that 
you maintain your reputation. We 
do not want ro hurt honest people. 



Shrl Zaveri: That reputation will go 
within a minute if .... 

Sbrl Moradl Desai: We will see that 
does not happen. Let us not think of 
any danger like that. We will issue 
proper instruction. It can never be . 
provided for by law. 

Sbn Gagrat: Weare saying that you 
are equating WI with dealers in other 
commodities like gold and watch, 
items which are under-invoiced. 

SbrJ Morarjl Desai: You cannot 
claim that there is no under-invoicing 
here. 

Sbrl Gqrat: We will substantially 
satisfy you. If you put us on a par 
with other commodities .... 

Shri JrIorarji Desai: It is difficult to 
find out whether under-invoicini is 
,oing on on a larger scale. 

Sbrl Gacrat: You have equated us 
with gold and watches-items in 
whkh there is large scale smuggling. 
There is no smuggling here. I can 
assure you. 

Sbrl MoraJ1i Desai: I am talkinl of 
under-invoicing; not about smug-
gling. That is why we provide for 
these things. I will try to see that 
you are protected against other things. 

8brl Gqrat: I would request you to 
see to this: that you put us out of 
clause 123 which does not apply to us. 

8Jui Morarjl D~: We will see. 

SIu1 Zaveri: As regards the appeal 
not disposed for 4. years by the board 
cue is dated. 1-1-1958. 

Sbrl )lorarjl Desai: We will look 
into the case. 

Shrl Trldib Kumar Chauclharl: I 
want one clarification. Are the mer-
chants dealing with diamonds and 
rubies the same, or, are theY diIIer-
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ent sets of people for these different 
items? 

Shrl Morarji Desai: Sometimes they 
are the same; they are not necessarily 
different. Therefore they cannot be 
separated. It is dillcult to separate 
them. Anyway, we will see what 
can be done. 

Smi Gqrat: These commodities are 
separate and distinct from each other. 
There can be no similarity between 
diamonds and sapphires. 

Shrl Morarji Desai: Diamond by 
mi~ake will not be kept as a sapphire; 
sapphire by mistake may be kept as 
a diamond! 

Sbri Zaverl: There are merchant! 
who deal with both diamonds and 
sapphires. 

Shrl Morarjl Desai: We shall see 
what can be done. 

Shl'i Dosbi: In the case of gold, 
there is some marking on it to dis-
tinguish it from smuggled gold. But 
in our case, there is no marking and 
it can never be distinguished. 

Sbn Morarjl Desai: How can smug-
gled diamond be distinguished from 
genuine diamond? Smugiled and 
genuine things cannot be distinguish-
ed. These things do not happen by 
mistake. The person concerned 
knows it necessarily. But I may 
aasure you that we do not want to 
cause harassment to anybody. We 
will see that honest people do not 
suffer. 

Shn Garrat: We are' obliged to yOU 
tor giving us this opportunity. 

Obalrmall: Thank you. 

(The wimeBses then withdrew) 

The Committee then ad;o·.trned. 
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(Witnesses wne called in and the'll 
took their seats). 

Chairmaa: Your memorandum has 
been distributed to members. If you 
want to add anything to it you may 
do so now. 

Shri GandhI: We are grateful to 
you for giving us this opportunity of 
appearing before you in person and 
discussing with yOU the points which 
we have raised in our memorandum. 
The present law governing customs 
was enacted about 80 years ago and, 
as we have stated in our memoran-
dum, codification of the customs law 
has become very necessary for seve-
ral reasons. We are glad that it is 
being done now. It is gratifYina that 
a number of new facilities and con-
cession asked for by the trade and re-
commended by the Customs Heargani-
.:1tion Committee are provided in the 
new Customs Bill. At the same time, 
we would like to point out that there 
are some provisions which have far-
reaching implications and which ac-
cording to us, require stilht m~dift­
cations. We have suggested these 
moclifleations in. the course of our 
memorandum. 

While we concede that it i. neces-
sary to take all possible measures to 
safeguard the interests of revenue 

and to effectively deal with the pro-
blem posed by anti-social activities In 
the sphere of foreign trade such as 
smuggling, we would, at the same 
time, stress the need to take care to 
see that the powers soulht to be given 
to the departmental officers are net 
very wide and arbitrary as will inter-
fere with the day-to-day functioning 
of trade and business. For' example, 
the power to search persons and pre-
mises without a search warrant ispued 
by a magistrate is an extra-~dinary 
power.. Similarly, there is the power 
that is sought to be vested in the. 
Customs Officers to require persons to 
make statements in writing and to 
sign such statements. There are also 
the powers which are proposed to be 
given to the Customs officers to con-
fiscate the entire goods suspected to 
be inextricably mixed with smuggled 
goods. These are powers which, we 
think, are of a very extra-ordinary 
nature. We have tried to point that 
out in our memorandum. We have 
also given our comments on some of 
the other provisions of th~ Bill. 

If you permit, Sir, we would like to 
be3in by drawing your attention to 
clause 11 of the Bill. In the initial 
stages, we have also tried to point out 
that very little time. was given to us 
as the copies of the Bill were not 
available to the Chamber of Commerce 
till 10th July and the time left was 
very little for us to circulate the Bill 
to our members. 

Regarding ...clause 11, we very much 
welcome the change which is there. 
Formerly there were no JUiding prIn-
ciple. Now the guiding principle. 
have been 'laid down. But we want-



lei that ·certain clariftcationl should be 
there. We thought that they could 
come probably under some other 
statutes. Item (e) relates to· con-
servation of foreign exchange and 
safeguarding ot balance of payment&. 
We thought that this wu a purpoe 
which could come under the Foreign 
Exchange Regulations. We wanted to 
tlnd out whether it was necessary in 
the cutoms Act. Then, item (p) is: 
"the carrying on of foreign trade in 
an,v goods by the State, or by a Cor-
poration owned or controlled by the 
State to the exclusion, complete or 
partial, ot citizens of India;". 

8hri Morarjl Desai: What is the 
meaning of your saying that conserva-
tion of foreign exchange should not be 
one of the reasons for prohibiting ex-
ports or imports? 

ShrJ Gandhi: The question is whe-
ther it cannot come under the Foreign 
Exchange Regulations. 

Shri Morarji Desai: That is only for 
the breach of foreign exchange regu-
lations. That does not regulate 
whether foreign exchange should be 
given. Foreign exchange is regulat-
ed by 'Government under certain rules 
which they issue. Any breach of 
those rules is dealt with under the 
Foreign Exchange RegulatiOns Act. 
Here imports and exports are regulat..: 
ed on account of requirements of 
foreign exchange. Therefore, how can 
it not be put down here? It is a very 
strange plea. Can imports and ex-
ports be allowed irrespective of the 
foreign exchange position? It is a 
strange argument that you are raising. 

ihri Ganclhl.: We felt that the con-
servation of foreign exchange wiiI not 
come within the scope ot this Bill. 

Shri Morarji Desai: That is the main 
purpose. 

,Shrl GaDdb.i: We entirely agreE' U1at 
conservation ot foreign exchange is 
necessary. Our onl'y point is whe-
ther it should come within the scope 
of the Customs Bill. 

Slar1 Monrjl Desai: It is ODe of the-
purposes of the Customs Bill. I do' 
not know how you are objectiq to, 
this 'kind of thing here. 

Shri Bade: All that he says is lh_t 
it is overlapping. 

Sbl! Morarjl DesaI: There is DO-
harm in their overlapping. That 
will remind these people every now 
and then that such a provision ii, 
there. They now seem to think that 
foreign exchange is something with: 
which they can play according to their 
tree will 

Shri Gandhi: Anyhow, this is \lur 
submission. The other point refers to-
carrying on of foreign trade by the 
State. 

Shri More: They have elaborateli 
stated their objections in their memo-
randum and we are supposed to llav~· 
studied them. If they have somethina 
to say in addition which, by some 
chance, did not appear in the memo-
randum, then it will be worthwhile 
for them to mention them. now. 

Shrl Gandhi: It is not our intention. 
to unnecessarily take your time. We 
just wanted to stress our point. 

Shri Morarji Desai: You may stregs· 
those points which you think art' im. 
portant; not every point, so that we 
might focuss our attention on th?J~ 
important points. 

Shrl. GaDdhl: Coming to the duty on 
pilferred goods, under the present law, 
if a consignment is to be abandoned 
by the party because it was pilferred, 
then no customs duty is leviable on 
the abandoned goods. But, under the 
present Bill, even if goods are abanM 
doned complete custom duty will be 
payable. Here is a case where the 
party cannot be held responsible at 
all tor the goods· which are not clear-
ed by him, because pilferage is not 
within his control. We would like 
to stress that the position regarding, 
customs duty in respect of this should: 
be 81 at present. 



Shri Morarji Deal: How does the 
question of payment of duty arille in 
the ease of abandoned goods? 

Shri Gandhi: If there is a consign-
.ment a part of whlch is pilferrf:ld. if 
1 ch~se to take delivery of the 
balance then only 1 pay custlJUla duty 
on the whole consignment, UP.der the 
present Customs Act. But, under 
'the Bill, even if I do not take d~livery 
at all of the consignment, I have to 
pay customs duty on tne w,lJle c,Iin-
.£ignment. 

Shrl Morarji Desai: If you do not 
take anything, you do not have to 
pay anything. 

Slwi Debejla: Uilier the 11';:W Bill 
they have to pay. I will explain the 
position .... 

Shri Morarji Desai: No it abOuld 
not be there. It does not stand to 
reason. If that is the position under 
the new Bill, we must chRUle it. 
We cannot levy any duty on goods 
which arc not taken delivery \If. 

Sbrl Tridlb Kamar Cbagdbm1: So 
far as consilnments of imported goods 
.are concerned, the general practice is 
to have them insured.. SuppoSt" they 
pay duty on pilferred Joads, they 
can recover it from the insurance 
.companies. So, what is the ha.rm in 
paying customs duty? 

Shri Morarjl DeIaI: BII polnt II 
-slightly different. Suppose there is 
a consignment of 100 tons out of 
'which Ii or 10 tons are pilferred. If 
the remaining portion is taken deli-
'fiery of, then they pay customs duty 
on all 100 tons. But if they do not 
take delivery of the consignment at 
aU, under the present Act, they have 
not to pay anything. Now, accord-
·ing to them, under the present Bill, 
if 50 tons out of 100 tons are pUfen-ed. 
and the party chooses to abandon the 
balance, even then customs duty will 
be recovered from the party. How 
can we levy the duty when they have 
.not taken delivery of the Joods? J 
do not understand it. We will have 
10 consider it later. 
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Shri Gandlld: There are two provi-
sions--one about abandoned goods 
and the other is about pilferred. goodt. 

Sbrl Morarjl Desai: For pilferred 
goods you have to pay. You can in-
sure them and recover the money 
from the insurance company. 

Sbri Gandhi: It is not possible to 
cover the full cost by insurance. 

Shrl Morarjl Desai: At any rate, 
you pay the price and the freight. 
Why not you pay the duty a180? 

Sbrl GaDdhI: If I may explain, the 
position is this. 

Shri Morarjl Desai: Anyhow, that 
Is the existing law and we do not 
propose to change it. 

Shri Gandhi: You ara penalising in 
the case of pilferred 10ods. 

SlId Morarji Desal: Because I I. ave 
conceded one point, now YOli are 
stressing the other. If you persist. I 
will not consider the other point 
either. 

Shrl G8.Ilclhl: That we leave to your 
good sense. Then, coming to the 
valuation of goods, the departmental 
rules should 'be made and applied on 
a realistic basis so that there ar!! no 
unnecessary complications . 

Sbrl Prabhat Ear: May I draw your 
attention to clause 23 (2) which says: 

"The owner of any imported 
goods may at any time before 
clearance of the goods for home 
consumption, relinquish his title 
to the goods if they have not been 
pUferred 1ln.d thereupon the 
Assistant Collector of Customs 
sham remit the duty thereon and 
sell the goodJ:" 

So, the question' of payment 11 al-
ready there. 

Shrl Morarjl Desai: That we wJ1l 
consider when We take up 'the cJauses . 

Shrl G8.Ildhl: Coming to clause 
18(b), the wording here is: 



"binding h1J:nIel1 in a sum equal 
10' twice the amount of the e%ce,JI 
dut,.." 

Our submission is that instead of 
being rigid and ftxin.I a certain 
amount or percentage, would it not 
be desirable to leave it to the diacl'e-
tion of the oflicer, to fix it according 
to the standing of the party, acc.:lrd-
ing to the goods, 80 that he may fix 
whatever he considers adequate? So, 
we suggest the substitution of the 
words "up to twice the amount" in-
stead of .. a sum equal to twice the 
amount", leaving the discretion t.o the 
officer to decide what he feels 
necessary. 

Shri MorarJI Desai: What is Wl'\lDg 
with this? Suppose you agree even 
to thrice the amount. Even then 
you are not reQuired to pay one 
farthing more than what you have 
otherwise to pay. So, I do not see 
how this will affect you. Why should 
discretion be unnecessarily given to 
officers which will giYe them differE:nt 
kinds of temptations to take money 
from you? I do not think any in'::on-
venience is caused to you by this 
provision. Even if it is thrice how 
does it hit you? It is only when it 
is assessed that you will have to pay, 
and that too only the assessed amount. 
I do not feel this requires any change. 

Shri Gandhi: We would now ~'?~(>:.' 
to the second part of clause 23 re-
garding the destruction of the goods. 
There are certain cases of ge_nuine 
hardship and sometimes it is not 
possible for the importer to destroy 
the goods. 

Sbrl MorarJl Desai: In what type of 
cases? 

Shri KlJachand: The goods may be 
of a highly explosive character, ;,ay, 
petrochemicals. 

81*1 Morarjl Desal: Why should 
Government be put to the expr,ndi-
ture of destroying them? You itn-
POrt the goods and for reasons known 
to yourselit you do not take them. 
Why should then Government be put 
to the expenditure of destroying 

them? You can take them and IpUt:. 
them in the sea or somewhere. 

Shri KllachaDd : It is in the interest 
of the Government that we are sug-
gesting this. Once the goods are 
abandoned or are to be destroyed, 
why do you want the paty to have-
anything to do with the goods? Sup-
pose, the goods may not be destroyed. 
Then the party may bring them, 
through the back door. 

Sbrl MorarJl Desai: We will not' 
allow them to bring them through the' 
back door. However, if yOU are pre-
pared to pay the cost of destroying 
them, Government will undertake it. 

Shrt K1lachaDd: You can recover' 
the cost from the party. 

8hrl Morarjl Desai: I do not mind-
it, but this will be worse for you. 
You will find that the cost will be 
more. Afterwards please do not come 
to us. 

Shri Kllachand: My personal n:-
perience is that those goods cannol be 
destroyed by the party without get-
ting the consent of the State Go'lem-
ment and authorities concerned with 
the regulation of explosives. It is' 
very difficult for private parties to 
destroy them. What has the private-
party to do? 

Shri Morarjl Desai: As I have told 
you, I do not mind it if you are pre-
pared to pay the cost. I am, prepar-
ed to recover the cost and destroy 
them. 

Sbrl Ganclbl: The Assistant Colle!.'-
tor requires the power only in case-
the goods are non-saleable. 

Shri Morarjl DesaI: It is stated there' 
'provided the goods are not saleable'. 
If the goods are not saleable then and 
then only he 'may' require. It is not 
that he 'shall' require. 

Shrl BamaDthaD. Chettiu: But the-
responsibility will be theirs. 

ShrJ MorarJI DesaI': It is on their 
behalf that the Government shall 
destroy them. 



Sbrt Kilachand: The option should 
:be given to the owner of the goods. 

Shrt Morarji Deaai: Then it would 
be very clifficult. Either it is done 
:this way or it is done that way. It 
-cannot be both ways. You think 
,over it and let us know. 

Shrt Kl1achaDd: I think an ption 
.should be given. If you say, "Either 
you accept this or you accept that", 
there is no choice and it is very diffi-
cult for the trade to accept. I would 
say that you give the option to the 
·party. 

Shrl Morarji Desai: Then let it re-
main as it is. 

ShrJ Gandhi: Then regarding cla1.&se 
28 our submission is that there should 
be some definite and reasonable 
period, say, one year, within whtcn 
notice should be issued for recovery 
tOf the levies even in cases of collusion. 

Shrl Morarjl Desai: When it is col-
lusion, it must be indefinite. We 
want to make it impossible for 'hem 
to collude. I know trade and com-
merce is capable of doing it both in 
-good and bad ways. When it is a bad 
way you should have no sympat!ly; 

. otherwise, you lose four reputation. 

Shri GaD4hi: We also do not have 
'any sympathy for them. 

SIni Morarjl Desai: I do not know 
why you want to side with them when 
there is suppression of facts or wi!-
·ful misrepresentation. It must re-
main indefinite with the sword hang-
ing on their heads all the while. It 
is deliberately done. It is not done 
without a purpose. I want this to be 
as monstrous as I can make it. The 
evil has become so rampant that I do 

·not know what is to be done except 
that I become very cruel about 't. 

Shrl GIDdbl: We have no sympathy 
with them at all. We are looking to 
the inconvenience which might be 
caused by keeping it open indeftnitely. 

Shrl Morarjl Deal: If there is in-
.eonvenience caused to a wrong-doer, 
~et it .be 10. 
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8hrl Gandhi: Even on suspicion? 

Shri Morarji Desai: It will not be 
merely on suspicion: it will be when 
collusion is proved and when a wilful 
mistake is proved. It cannot be done 
without that. Unless that is proved 
it cannot be re-opened. 

8bri GancIhl I will now draw your 
attention to clause 59. Earlier you 
have not accepted this, so we will not 
go into this again. 

Now we go to clause 101. I would 
again like to assure you that this 
Chamber or any Chamber of Com-
merCe would have no sympathy with 
any smuggling or anti-social activity. 

Shri Morarji Desai: I readily grant 
tbe intention, but I do not grant the 
implementation. 

SbIr.l Gandhi: We would like to see 
that genuin.e cases do not suffer. That 
is why we would like to point out the 
clause which We are now pointing out. 

Shrl ·Morarjl Desai: I can only give 
you one assurance and that is that jf 
any genuine case is put to hardship. 
we will deal with the officer also 
similarly. That is the only remedy 
for it. There is no other remedy. 
If loopholes are kept, the remedies 
will go astray. 

Shrl GandbJ: Here the customs offi-
cers are to De empowered without a 
magistrate's order. 

Sbrl MorarJl DesaI: Why is a magis-
trate so sacrosanct in this matter? 
It is so sacrosanct because you al-
ways have the possibility of gettin.g 
away even when you have done the 
deed. 

Sbrl KUachaD4: The judiciary aud 
the executive should be separate. 

8hrl Morarjl Desai: It is an execu-
tive function entirely. It has no re-
lation to any judicial decision. 1 do 
not think we should enter into tb~ 
judicial fteld at aU. 



Shrl KiIacbaad.: There is a provision 
that it should be done under a magis-
trate's orders. 

Shrl Morarjl DeIsal: Our experience 
Is that then the information is imme-
diately obtained by the parties con-
cerned Therefore this has been 
changed deliberately. 

Shrl GlUldh1: We' would say 'Assist-
ant Collectors' or higher officers. 

Shri Morarji Desai: It can bt' b 
gazetted officer. It cannot be any-
body else. 

Shri KUachand: This has to be done 
by 'Assistant Collectors, or, in. the al-
ternative, by gazetted officers. 

Shr:l Morarji Desai: Who is a proper 
officer w~o is not a gazetted officer? 

8hri Dehejia: Here it is the officer 
authorised in this behalf by the Col-
lector of Customs. In Clause 102. it 
is a gazetted officer. 

Shri Morarjl Desai: It should be a 
gazetted officer here also. 

Shrl Dehejla: Clause 102 is confined 
to particular goods. It is not any 
person who can do it. Clause 101 is 
in respect of certain loods. Suppose 
a man has smuggled certain goods 
from Pakistan border. Information 
was received that he is passing 
through some part of Punjab. At 
that place Gazetted officer may not be 
there. These items relate to goJd, 
watches etc. in respect of which he 
can be searched anywhere. 

. Shrl Morarjl Desai: There is 110 
frontier without a gazetted officer. 
You have gazetted officer everywhere. 

Shl'l Debejla: Clause 102 says that 
the officer of customs shall take 
him to the nearest gazetted officer of 
customs or magistrate. 

Shrt Morarji Desai: The provision is 
as follows: 

"102(1) When any officer of 
customs is about to . search any 
person under the provisions or 
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section 100 or section 101, the 
officer of customs Shall, if such 
person so reQuires, take him to 
the nearest gazetted officer of 
Customs or magistrate." 

The perSOn shall ask that he may be 
produced. We will see whethf.'r this 
should be done whether he require! or 
not. 

Shrl Gandhi: Clause 103 mentions 
'without unnecessary delay'. It is 
very vague. He has to be produc'!d 
forthwith before the magistrate. 

Shri Mor~ji Desai: It is to be done 
within 24 hours. 

SIlri Debejla: That means, withQut 
unnecessary delay with 24 hours. 
Even within those 24 hours. there 
should be no delay whatsoever. That 
was the point. 

Shri Morarji Desai: 24 hours is the 
time within which he has to be taktm. 
There is the Criminal Procedure Coc:e. 
Clause 103 is all right. 

8hri Gandhi: In Clause 120, con-
fiscations of goods are inextricably 
mixed with smuggled goods. This is 
8 new provision. He can take all the 
goods which cannot be identified in 
this category. -How can a per.sl'ln 
prove who genuinely pUl'chases lIome-
thing? . 

Shri Morarj1 Desai: We all know. 
There is no genuine law-breaker. 

8hri Kllachand: We should knllw 
what are genuine goods and what are 
smuggled goods. For people who do 
bona fide transaction, there should be 
no harassment. 

Shrl MorarJl Desai: The proviso 
say.: 

"Provided that where the owner 
of such goods proves that he hal' 
no knowledge or reason to believe 
that they mcluded any smuggled 
goods as such part of the goods as 
is proved by him to have not been 
smuggled, shall not be liable to 
confiscation." 



That is provided here. I do not 
know what you· have lot to stress? 

8hrI J[IJaob.n4~ In Clause 120, the 
onus of proof is on whom? 

Sbrl Morarji Desai: On the defaul-
ter. Otherwise no smugglinS will bl:! 
proved at any time. How is smug-
glinl to be proved at any time? 

Shrl Ramanathan ChettiU: What 
are the sus,esbons and methods which 
our friends would suglest to end thiA 
smuggling? 

Shrl Morarjl DeIal: Can anybody do 
In Smuuling is an ale-old pro-
fession. 

Shrl Bamanatbaa Cbettlar: They 
can say some ways and methods. 

8brl MonrjI ne.l: 'J:he only way 
in which they can help ua is not to 
allow such persons to become Menl-
bers. They can remove such people. 
If there are prominent people doing 
that, how can they remove them? I 
don't think you can ever do it. 

8bri IWaelwad: If Government is 
not able to say who is a smuggler and 
who is not, how can the Chamber of 
Commerce do it? 

8brl Morarjl Delat:. Even if you 
have a clause, you can't implement it. 
Don't make impossible provisions. 

8hr1 lWaehand: The fact remains 
that there are certain natural dtfft-
culties which a genuine man may have 
to suffer on account of an ofllcer who 
may not be in the know of things. 

8hrI MorarJl Desai: Dismiss t'u.t 
ofIlcer the morr.ent you prove like 
that. You s~y. he has done this, he 
bas harassed me. etc. That is witat 
we will do. 

8brt IOJaclau4: My point t. that 
damage has been done. 

SIu1 MorarjI Deal: No body Ia 10 
genuine. There comes the diftlculty. 
In certain C9S~S he makps up with the 
ofIlcer and he does not want to .com-
plain. He dit's not want to complain 
.,ainst him. What can 1 do in that 
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ale? The re:1lJy lenuine man wlU 
complain about it and 1 wUl take 
action Blainst the oftlcers concerned. 
Otherwise, I cannot do anythinJ. It 
is just your own inability to deal wii!'. 
your members. 

art Bade: Do you want that lhis 
should be deleted? 

Shrl Morarjl DetfaJ: He does not 
want that. 

.8brl Gaadh1: We certainly do D,:,t 
want it to be deleted. 

Now, I come to clause 140-0f!enc-
!s by companies. Here it is proviied 
that every ilCl."~On who at the !!r.:f' 
the offence wac; committed was ill 
charge of, and was responsible to the 
company for the conduct of the bu~i­
ness of the company, shall lH! deemed 
to be euilty lIf the offence. Thl .• 
would mean :lwt it would include all 
the Directors. Managing Directorll ana 
other Office" of the company. It 
will create a lot of hardship. 

Slut 1Wacballd: The point is that 
the Directors who attend mee~s oj 

the company once e month or once in 
two months are also unnecessarily in· 
volved here. The ·person who is 
really in chlir':" of the company :l.!ld 
responsible tf) !he company should bl:> 
.:Ieemed to be Ruilty of the offen =.? 
Otherwise, j·t would result in a vicari-
(jus liability. 

8hrl DehejIa: This provision exists 
in so many ol.her Acts also. 

Shri Gandhi: At the time of tht 
Companies Act also, we had pointed 
out that it w~]:.ud impose a vicarioull 
U,nrility. . . y, 

8hl'i MorarJJ Desai: It says! 
• •.... every J,I(,TSon who, at thp. 
time the offence was committed 
was hi charge of, and was res-
ponsible to, th company for th" 
conduct of b\1~lness of the com-
pany, as well as the company, 
ahall be deemed to be guilty of the 
offence ...... . 



The D.lrector is not held responsible. 
It is no use saying that the Directors 
are .. also brought in. It is only the 
Chairman or the Managing Director 
who will co.m" m. 

Sbrl Bade: The proviso is there. 

Sbrl Morarji Desai: The proviso 
says: 

"Provided that nothing contaIn-
ed in this sub-section shall render 
any such person liable to :such 
punishment provided in this 
Chapter if he proves that th~ 
offence was committed without 
his knowledge and that he exer-
cised all due diligence to prevent 
the commission of such offence." 

Shrl K.ilaebaDd: How can the 
Director prevent the commission of 
such an offence. The Director is not 
aware of it. 

ShrJ Morarjl Desai: That is what 
you can say immediately. Nobody is 
going to prosecute· the Director. . 

Shri Kilacband: That could be 
clarified. 

Sbrj Morarji Desai: It cannot be 
clarified If it is clarified, then the 
other fellow will go scot-free. 

Shri Kllachand: It is a very wide 
provision. It may be construed to 
mean that anyone of the Offtcel'H ot 
the company, even the Director. can 
be held guilty of the offence. 

Sbrl Morarji Desai: The proviso is 
very wide. The proviso covers every 
genuine case. 

Sbrl KUaeband: It says: 

...... if he proves that the offence 
was committed without his know-
ledge .... " 

Sbri MorarJJ Desai: He can say that 
the offence was committed without his 
knowledge. But if it is proved that 
the offence was committed with his 
~nOWledge. then he shall be deemed 

be guilty of the offence. 
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8hri Debejla: There are varia.-
types of instances. There may be a 
resolution of the Board itself. saying 
how thingS should be done and all the 
Diredors may havepartiicipnted. 
Then. there may be another instance 
where the Chairman has given an 
order to the Secretary and the Sec-
retary has done it. Only the Chait· .. 
man and the Secretary know about it. 
In some cases Directors are a party to 
it and in some cases Directors are not 
a party to it. It happens like that. 

Sbri Morarji Desai: It will have to 
be proved. It is stated: 

" .... it is proved that the 
offence haS been committed with 
the consent or connivance ott or 
is attributable to any negligence 
on the part of, any director, 
manager, secretary or other officer 
of the company, such director, 
manager, secretary, or other 
oftlcer shall also be deemed to be 
guilty of that offence .... ". 

It is very clear here. There is no 
ground for apprehension. 

Sbri Gaadhl: Then there is the last 
point about Appellate Provisions. 

Sbri Morarjl Desai: You want a 
Tribunal. No Tribunal will be given. 

ShrJ KJlaeband: There are Tribunals 
eprovided in similar enactments. under 

various other laws. Why not also 
here? 

Sbrl Morarjl Desai: In Customs, 
things are so difftcult to prove. 
Once you '0 into those thin,s. I think. 
no case will be proved. 

Sbrl Kilaeband: There should be an 
independent appellate authority. 

Shrl Morarji Desai: When it is a 
prosecution, it goes to the magistrlate 
and it loes even to the Supreme 
Court. When it is an executive fine, 
it is not a judicial decision and. there-
fore, it should not go to the judIcIal 
authority. 

Shrl Kilaoband: The aggrieved 
party should have some independent 
body. 



Sbri Morarjl DeeaI: In foreign coun-
tries, the fines are levied on the spot 
by the policemen. There is no ques-
tion ot even an appeal. 

Sbrl Itn·cb.Dd: It is not on t.he 
spot. It is only in the case of tramc 
C8$et. 

Sbrt. Morarjt Desai: Traft\e cases 
and sanitation and thiDls. This is 
sanitation ot public life. 

Shri Bade: Does he want that·· the 
apvellate authority should be just 
like the one as in Income Tax? 

Sbri Kllachand: That is what we are 
saying. 

Sbri Gandhi: Sir, we are very 
grateful to you t')r gWIni us this 
opportunity tor expressing our views. 

Shri MorarJi DesaI: Thank you ror 
being very briet. 

Mr. Chairman: Thank you. 
(The witnesses then withdrew.) 
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'. Shti V. J. Merchant ---(Witnesses were catted in and.the1l 
took their seats) 

Chairman: Your memorandum has 
been circulated to the Members. of 
the Committee. Have you anything 
more to add? 

8hri Merchant: I shall first deal 
with the history of the import ot pre-
cious stones. It has been allowed to 
be imported without any duty for 
quite a long time now. Recently a 
small duty ot 5 per cent has been 
imposed. The result is that quite a 
considerable quantity of precious 
mnes has already come into the 
country. 

8brl MOrarji Deaal: Are you deal-
ing only wih precious stonet-eX-
eluding diamonds-that is rubies, sap-
phiars and emeralds 

8brl Merchant: PriOr to the parti-
tion of Bunna quite a large quantity 
of precious stones. has come to India 
aDd a good part of these precious 
stones are in circulation. It is also 
very euy to import these stone~ 

from outside India. They are avail-
able in plenty within the country. 
Therefore, there is no point in 
smuggling these stones. OUr sub-
mis5ion is that these three items 
should be excluded trom the purview 
of the Sea Customs Act. 

'!ben I come to clause 118, which 
saYs that ''Where any smuggled goods 
are contained in a package, the pack-
age and any other goods contained 
therein shall also be liable to con-
fiscation." Suppose I have bought 
some precious stones. I do not know 
whether they are smuggled or not. 
Along with my other items ot jewel-
lery I go to a safe-deposit vault to 
keep it in safe custody. At that time 
the Customs Oftlcer comes and ex-
amines the packet. The result W01l1c1 
be I would lose the entire lot. 

8hrl Morarjl Desai: You have to 
read the proviso to clause 120 which 
says: 

"Provided that where the 
owner of such goods proves that 
he had no knowledge or reasons 
to believe that they included any 
smuggled goods, such part of the 
goods as is proved by him to 
have not been smuggled, shall 
not be liable to oonilscation." 
Sbrl Merchant: That proviso would 

apply only to clauae 120. 
ShrI Morar,tl Deaal: Supposing we 

make a similar proviso here as well? 
8bIt. MercbaDt: Then we would 

not mind. 

Shrl Morar,tl DesaI: We had told 
the ,other deputation that ·we shall 
CODBLder what best could be done 

I 



about precious atones. It is not pos-
lible to exclude them entirely. 

811ft MMcbaat: There is no parti-
cWar mark or anything on the pre-
cioua .tones to find out whether they 
are impo~ or are indigenous ones. 

8Jlrl IIOrarjl DesaI: That applies to 
10 DWl7 ttlml. 

SbJi Bacldiwal: But the main fac-
tor to be considered is that these 
stones are available in plenty. The 
import duty of 5 per cent is almost 
insigniftcant. Local consumption of 
these stones is not much; we export 
• lot. 

8l1l'i MorarJI ne.l: How much do 
'"OU export from. local sources? 

8hrl BaekUwal: In India there are 
crores worth of precious stones which 
have come from Bunna, Ceylon and 
other countries. The princes and 
other rich classes have been having 
these 88 a form of investment. A 
good part of these are now being 
recut and rephased. 

Shrl Morarjl~ Deal: There is per-
haps a ease fo~ precious stones to 
be considered. .But there are many 
persons who deal in both. Therefore 
we have to see hOW best this can bre 
safeguarded. 

Shrl MerehaDt: If the precious 
atones are meant to include tbese 
items which we have mentiOJled, the 
diftl.culty will be solved. 

Sbri Barl VISMU Kamath: Will 
this difficulty of differentiation bet-
ween deshi and videshi precious 
stones applies only to -emeralds, rubies 
and sapphires or also to other pre-
cious stones? 

Sbri Mercbaat: 'l'.h.ere are also 
other precious stones. They are 
mostly semi-precious stones. Some of 
them are sometimes treated as pre-
cious stones. But these are the three 
most important previous stones. 

Sbri Har1 VIshnu Kamath: You 
say it is difficult to distinguLc;h be-
tween deshl and videshi, indigenous 
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and foreign. Does thia difftculty of 
differentiation apply only to theae 
three kinds or other categories also' 

Shrl Mercbaat: It also applies to 
other categories. 

8brl Barl Visbna KamIltb: For in-
stance? 

8IIrl Baokltwal: There are about 64 
types of precious and semi-precious 
stones known to the jewellers. To 
define all of them will be quite 
dif!teult. 

SJIri Barl Vllbaa Kamatb.: You are 
not bothered about those? 

8hrl BackUwal~ We a7'e bothered. 

8brt Bari VIshnu Kamath: You are 
sticking only to these three. 

Shrl Morarji Desai: They are 
bothered only about these three, be-
oause these three are common and 
there is no incentive for their smug-
gling. 

8bJi Harl VishD.u Kamatb: Even 
the uncommon ones are precious 
stones. 

Shrl Morarji DesaI: The uncommon 
ones are smuggled, but these are not 
. smuggled because they are freely 
allowed to be imported. 

8hri Backllwal: The others are not 
SO much in fashion and not so much 
worn by Indians. Some of it is im-
POrted and some are found indige-
nously, and most of them are ex-
ported: for instance the cinnamon-
ruby, aquamarine, period and many 
other precious stones. 

ShI'i Harl VJshnu Kamath: What 
about onyx and amethyst? 

ShrI Baclillwal: They are also pre-
cious stones in which we deal. 

Shrl Narea4raslDgh Malllda: Is 
there any dift'erence between the 
locally produced ruby and the for-
eign-produced ruby, in the polishing 
and 10 on? 



Shrl Backllwal: There is not much 
difterence between them. You cannot 
distinguish between the two. Once 
they are cut, and even in the raw 
form, many ot them cannot be dis-
tinguished. 

Shri Ramenatban Cbettlar: What 
about Rangoon diamonds? 

Shri MorarJl Desai: They are arti-
ficial stones. 

8hrl BackUwal: We are not deal-
ing with synthetic stones but real 
ones found naturally. Synthetic and 
chemical things are different. 

8hri Morarjl DesaI: We have said 
We will consider that. 

Dr. L. M. SlDchvl: It a proviso 
Rmilar to the proviso to clause 120 
II incorporated in clause 118, will 
their interests be safeguard~? 

8hrl Morarjl DesaI: They say that. 
But we will have to see whether 
only for these three it has to be done. 

Dr. L. M. Slqlavl: That is a mat-
ter tor us. 

8brI Monrjl: De8a1: We have to 
aee bow best to live them protection. 
There is a genuine case for giving 
them protection. 

SbI'I Merebaa&; If a proviso is ad-
ded, we suggest that it should be on 
these lines: 

''Provided that other goods can 
only tbe confiscated provided the 
owner thereof knowing that any 
goods are smuggled places other 
,oods with Ulem but not other-
wise." 
The entire burden is being put on 

the owner. If he knows that there 
are smuggled goods in the packet, 
then it can be confiscated. But it he 
bimelt is not aware about it, it 
should not be cOnftsc8ted even if it 
is diamond. Clause 120 goes beyond 
this. The proviso I am submitting is 
to the effect that it he knowingly 
puts a smuggled item in the packet, 
then it c-. be conftscated. 
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Shri Morarj! De8ai: Are you con-

sidering this only tor precious stone .. 
or are you sneaking generally? 

Shrl MerehaDt: Only for precious 
stones. 

Shri MorarJI Desai: I have • said 
that we will consider that. You CJin 
give that sUigestion. 

Sb.rl Bade: You say that it is im-
possible to prove the negative in the 
court. 

Shri MercbaDt: Yes. 
Sbrl MorarjI Deal: You have 

brought this packet to .shO;w all the 
precioua stonea? Does anybody want 
to see these? 

8hrl Backllwal: You will see, Sir, 
that it is difticult to distinguish 
them. 

SlId Me.rcbaDt: Even if it is smug-
Ile4 It II wry dlfftcult to find out. 

Chalrmaa: Is there any SJJluggled 
stone in it? 

Shri Backl1wal: Not at all. Sir, 
what I want to submit is this. Pieces 
like these come to ua from princes 
or other customers, !rom ISO many 
people. What are we to do? We are 
~ after getmng the purchase 
voucher. Suppose they give us that 
and we buy a thing in goo,i taith. 
Bow are we to knOW at the time of 
purchase whether one stone out of 
the whole necklace or the whole set 
may be such which a Customs OtRcer 
may say is a amugg1ed stone? 

Shrl MorarJi De8ai: Nobody will be 
taken to task for that. If you pur· 
chase one necklace in a genuIne 
manner, and one stone in it-whe· 
tber small or big-is fOUnd to be 
ImUllled. nobody ia going to 1tnd 
fault with you, unless you have pur. 
it younelt afterwards. 

Shri Baeldiwal: There may be 
one stone in it on which a CustomS 
Officer may haVe a doubt. 

81ui MonrjI o.at: Have you been 
haraJled like tha" . 



Shrt Backliwal: There have been 
cases, not with u. but with some 
other trader •. 

8bri Morarjl D~: How many? 
Yesterday we were told that there 
were only four or five cases since 
llJU. 

8brl Mercbuat: But after the com· 
ing into force of the new Customs 
Act .... 

8brI MorarjI Delal: As I said, we 
are going to consider this. 

8hrI BarI V ...... Kamath: May I 
know whether these three kinds of 
precious stones are in fashion or in 
common use becauae they are used 
u part of jewellery only, or becau5e 
they are prescribed by astrologers 
tor their clientsj and, it 80, whether 
there are DOt nine precious stones for 
nan grahas? 

Shrl Morarji DesaI: Nava rathnas. 

8hrl Baddlwal: They are used for 
two purposes in India. Most of 
the people put their money in jewel-
lery more as an investment rather 
than merely tor the sake of oma-
ment. When one wants to invest a 
large amount of money-the word 
'large' being a relative word-one 
buys jewellery, emerald, sapphire 
and rubYj the others will be less 
costly. Also, many people wear 
them for beneficial eft'ects of the nava 
gratJ.as in the zodiac. 

8hrl Barl VisbDu Kamath: So there 
are nine precious gems. But you are 
concerned only with three. 

Shri Backliwal: Some of them are 
semi-precious, e.g. turquoise or yel-
low sapphire. 

. Shri Prabhat Kar: Suppose there 
1S a packet of precious stom:!s. While 
distributing it, you may distribute it 
one here, one there etc. So tar as 
this is concerned, trus will be one 
out of a thousand items. They will 
get distributed at several places. 

. Shrl Morarjl DeM.l: What they say 
18 that in resper.t Of these precious 
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stones there is no incentive for S1nua-
~. That is how they are plead-
mg, and there is something in what 
they say. There have been very few 
people foWld smuggling these, As a 
matter of fact no case bas bet'n prov-
ed 10 far. 

. Sh~ P~bhat Ear: But this que .. 
tlon 18 rlUSed that if one out of a 
hundred stones is foUDd to be a 
smuggled o~e, then all the other 
ninety-nine will alSo be confiscated. 

8bI'l Morarji Desa.l: That should 
DOt be done. 

Ihrl Prabbat Ear: If it is done in 
the manner I have described? 

,Sbri Morarjl 0-1: That risk we 
have to take. 

8hr.I Praltbat Ear: I wanted to 
know whether We will cOI19ider that 
aspect. 

8hrl Baelillwal: Reference are 
sometimes made to under-valuation 
8Ild over-valuation. But our submi~ 
sion is .... 

Shrl MorarJI Deal: Under-involo-
ing and over-invoicing. That 'we 
have got to take care of. You ~re 
also not free from that, I think. 

Shrl MerchaDt: It is c:ovpred .by 
the Foreign Exchange Contrlll regu-
lations. 

Shrl Merchant: Section 120: we 
have the same objection. 

Shri Morarjl Desai: The same argu-
ment for every clause. 

Shrl Merchant: In clause 121 there 
is a practical difficulty. 

Dr. L. M. Singbvl: The same ob-
jection that they have to clause 118, 
they have also for clause 120. To my 
earlier question, the witness said 
that if the proviso to clause 120 is 
incorporated in clause 118, their in-
terests would be safeguarded, and 
they would have no objection. If 
there is the same objection to lause 
110, It may not remove the d!fficulur. 



Sbri MOIVjl o.al: The Com-
mittee will consider when We take 
It ClaU8e by clause. 

Dr. L. M. 8JqhvI: I would like to 
know their clari1lcat.ion. What is their 
position? They said that if this provi-
80 Is added there, they would have 
DO objeetion. They _'1 that clause 
120 is objectiOlll.ble. 

8Iarl ....... : Clause J20 readl 
like this: 

UWhere smuggled goods are 
mixed with other goods in such 
manner that the llJlUIIled goods 
cannot be separated from such 
other goods the whole of the 
the goods shall be liable to confti-
cation :" 

Restricting myself to the three pre-
cious stones, in the case of the8e 
three stones, it is ~ery difficult to 
find out whether it is smuggled. 

8hrl MonrJl: ne.i: Once a thing 
is found to be smuggled, then, it can 
be separated from all others. What 
do you mean by saying thllt they 
cannot be separated? It is quite a 
difterent thing altogether. This may 
not apply to precious stones. You 
are imagining something. When does 
this apply? You have got 100 precious 
.tones. When will confiscation come? 
When it is proved that a part Of It 
or the whole of it is smuggled. Even 
If a part is smuggled, we will have 
to prove that theSe stones at'(!o smug-
gled. This means that they can be 
separated. There is no question of 
conflscating the whole thing. You are 
not understanding the clause at all. 

Shrl RackUwa1: The question was 
one of proof. 

Shri MorarJI Desaf: If it is not 
proved, nothing will be done. The 
prosecution will have to prove that it 
is smuggled. Once it is proved that 
it is smuggled, you have to prove 
that it is bona fide you had no 
knowledge. AU that comes later. 

8hrl Merchant: Suppo."Ie the smug· 
gled one is not identified, the whole 
Is not to be confiscated. 

.. , • r 
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Shrl Moradl Desai: It I can prove 
that the whole packet is smuggled, 
you have no objection left. H, in the 
packet, I say that somethin, is 
smuggled, I will have to prove what 
11 smuggled. Otherwise you are not 
going to be charged. 

8brl Meftlwat. It may be said as 
well by the Customs Oftlc:er that 
they were smuallecl 

8l1l'i MorarJI De8al: Be is not a 
Car. Be will have ~ work under 
the law. Be will have ,to prove that 
the whole is smUUled. 

8hrl BackUwal: It should be pro-
vided be)rOnd all suspicion. 

SJarI JIoratjl o.al: It is Impaaat-
ble' if you ,0 on 1Uspecttng. 

Sbrl Mel'CbaDt: It out of 100 
atones, they say 1 or 2 are smuggled? 

Shrt MorarjI 0-1: H people who 
do not know law want to become 
lawyer&, it is imposaible. 

Shri Barl Visbau Kamath: How 
would you like to amenq it? 

8hrl MorarJl DesaI: They have 
suggested that preciollB stones should 
be kept out. 

Sbrl BarI VlsImu Kamath: That 
will be considered later. 

Shrl Morarjl DesaI: That is what I 
have said. 

Shri Merchant: Clause 121 says: 
''Where any smuggled goods 

are sold by a person having 
knowledge or reason to believe 
that the goods are smuggled 
goods the sale proceeds art" liable 
to confiscation." 
.Shrf MorarJi Desai: "A person hav-

ing knowldege or reason to believe": 
what are you objecting to? 

Shrt Merchant: I am pointing out 
that it is said that the sale proceeds 
shall be liable to confiscation. SuP-
posing the sale proceeds are in the 
form of currency notes, after orders 
of confiscatiOn are made, they should 
be co"'\ftscated, not before that. 



8hrl Morarjl Desai: How can they 
do before that? How can anything 
be confiscated before an order is 
passed? Notes cannot be confiscated 
before an order is passed. r do not 
see to what you are objecting. 

8br1 MercIIaat: Worded as it is, 
there is power to conftscate. 

Shri Morarjl DesaI: How can any-
thing be confiscated before an order 
is passed? Once the first part is 
proved, the second part will follow. 
'There is no question of seizing it. Go 
on further. 

Sbrl Morub: In tlUs clause it is 
said that the sale proceeds shall be 
liable to conftscation. They 88y that 
this section Is very harsh for bona 
tied purchasers. It is not harsh for 
the purchasers. The purchaser will 
not be in poeaess1on of the currency 
notes, ..i.e. the sale proceeds. 

Sbrl Morarjl DesaI: If you are 
groing to take up unnecessary things, 
YOU may lose your main thing. 

8hrl Men:baat: It is not a ques.tion 
of bringing in unnecessary things. 
We have viewed it from our own 
angle. We are expressing OUT:3wn 
views in the matter. 

ClaUSe 123 

Sbrl Morarjl DfIfJI.i: What is your 
objection? Again, precious stones 
should be removed. 

Shrl Merchant: That is one part. 
The ratio of the decision of the Sup-
preme Court in AI.R. 1962 Supreme 
Court 316 should be incorporated in 
this clause, about burden of proof. 

8h!t Morarji DesaI: Here the 
burden of proof is deliberately put 
on the smuggler. You want to re-
verse that. That will never be done, 

Shri Merchant: I am only dra" .. 
ing attention to the judgment of the 
Supreme Court. 

Shrl Dehejia: That judgment is in 
Our favour. 
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8Jarl Bade: You say that the pur-
chaser who takes the smuglied 
goods by giving the price and from 
whom the goods are seized should 
prove that these goods are not 
smuggled. 

Art Mercbaat: What I say is that 
the ratio Of the. Supreme Court 
judgment should be incorporated in 
this. It you wi8h I will I'e8d it out. 

Bhr1 MorarjI DesaI: I dO not think 
,ou need read out everything. 

CZau.ae. 101 CAd other. 
Shrl Merchaat: These clauses re-

prding searches, seizure and arrest 
are 10 strongly worded that they 
live tremendous powers to the cus-
toms ofticers without any pressure 
from. the court Of law. 

8IarI Monrji ne.l: There will be 
no court of law brought into this.. 

ShrI Merclumt: These should be 
amended in such a way that before 
action is taken, at least some oppor-
tunity should be given to the persons. 

8hrl Morarjl Deaa.l: Opportunity 
cannot be given before seizing it. 

Shrl Mercbant: An honest man is 
liable to be' penalised. 

8hri Morarjl Desai: If an hon8iW 
man is penalised, then the officer will 
be penalised. 

Shrt Merchant: That is a different 
question. The clauses as worded 
give tremendous powers. 

Shri Morarji Desal: Nobody denies 
that. 

Shri Backliwal: The point is that 
in the jewellery trade unlike other 
trades where goods are sold nnd 
bought, it is ,the confidence of the 
customers on the trader that is most 
~.nportant. 

Shri Morarji Desai: In the case Id 
precious stones, you yourself admit-
ted that there have been only tour 
cases from 1955 till now. Four cases 
are not many cases. 



8hri BaokIlwa1: They are major 
cues. There have been many other 
eases at harassment. 

Shri MorarJl DesaI: You give! a 
list of those cues. We will ·go into 
each one of them. 

Shr:I Backllwa1: I will. 

Sbrl RarI Vlsbau Kamath: What is 
the nature and kind of harassments 
to which you are subjected? 

Shrl Baekllwal: Suppose on the 
slightest suspicion .... 

8hrJ. Morarji DesaI: Why suppose? 
Give concrete cases. 

8hri Bacldiwal: There is a flrm in 
Delhi-Ivory Palace. They had a 
JlBCket of diamonds .•.• 

8hrt Morarji Desai: I thought you 
were not ooncemed with diamonds. 
There are many smugglers Of dia-
monds in this country. We have to 
act even on suspicion about these 
people. 

8brl BackUwal: He had also rubies. 

There was one firm in Chandni 
Chowk. The Customs people had sus-
pected that the ruby package that 
he had was smuggled. Actually, that 
person was taken to task. 

His business was lost. Many of the 
j<ewellem have ceased to have any 
trading or association with him. 

8bI'l DebeJIa: Could you kindly 
give a list of people who have gone 
out of business as a result of haras-
sments? 

8IIrI Bacldhval: I did not bring it. 
We will submit it 

Shrl Morarjt DeIai: Names of peo-
ple who have been harassed and how 
ehey have been harassed. 

8hrl IIarl VIsIulll Kamath: Those 
who 'have been forced out of busl-... 

Sbd BacIdlwa1: We wilL 
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The point I wanted to make is that 
this is the only trade in the world 
where all sales are done on the con-
fidence of the trader. The average 
customer does not know the worth 
and valUe of the ornament he is 
buying. Jewellers run their business 
for generations on this confidence. 
Suppose a jeweller is harassed; he 
loses his reputation. 

8hrI MorarJI 0-1: If anybody is 
harassed, we will take action against 
the ofticer. 

Shri Backllwal: But the reputation 
Of the jeweller is gone. 

Shrl Morarjl Desai: We will punish 
the oftlcer and publish the fact that 
he has beeh wrongly lharassed. 

Sbrl Bari Vlslmu Kamath: You 
never publish it. It has never been 
published. 

Shl'l Merehant: We feel that these 
provisions are very harsh. 

8hri Morarjl Desai: They have to 
be harsh, because the profession of 
smuggling requires to be rooted out. 
That cannot be done unless there is 
heavy punishment. 

Sbrl Merchant: The honest citizen 
is liable to suffer in the process. 

Shri Morarjl Belial: If ·an honest 
citizen suffers, we twill dismiss the 
officer. 

Shrt Merchant: The officer will al-
ways say that he had reason to be-
lieve and so on. 

Shrl Morarjl Deal: Can you 
guarantee that no precious stones 
will be smuggled, by anybody? 

8hrl Mercllant: How can anyon'l!! 
give that guarantee? 

Shrl Harl VlIhmI Kamath: Can 
you formulate a code of conduct for 
your own fraternity and take action 
according to the code, even boycot-
ting any members of your fraternitY ; 



who are proved to have smuggled 
goodt, 

Shri Morarjl Desai: They can never 
do that. 

Shri Hari Vishnu Klimath: Let the 
answer corne from them. 

Shri Morarji Desai: I know human 
affairs as they are taking place. 

Shri Backliwal: There is no writ-
ten code of conduct. But there is a 
hereditary code of conduct which j!) 
inherent in every jeweller all over 
India and allover the world. 

Shri Morarji De_b Have not 
jewellers gone wrong? Have they 
not smuggled goods? Have they not 
been punished? There is no section 
for which you can give a guarantee 
that there will be no wrong done by 
it. 

• • • • 
Shrimati Savitri Nigam: The wit-

ness was referring to the case of a 
firm in Cb.llndni Chowk. Could he 
give us a synopsis of the case? 

Shrt Morarji Desai: It cannot be 
given vaguely. He will gtve it in 
writing. 

Shrimati Savitri Nigam: If he could 
give it in a minute or two, we can 
know what happened. 

Shrl Backliwal: I will give you 
some concrete examples of cases 
which occurred. 

The particular jeweller, whom I 
referred to, was taken to the police 
station on the pretext Of mere suspi-
sion that he was associated with 
smugglers. He had in the past gone 
to Burma two or three times and had 
stayed there. That was about 20 years 
ago. On that slightest idea, all his 
goods were confiscated, though finally 
they were returned to him. He was 
~arched through the streets. Every 
Jeweller was seeing this because this 
Was in the centre of Chandni Chowk. 

Shri Moral'jl Desai: When did this 
happen? 

·Bxpunged as ordered by the Chairman. 

Shri BaekUwal: 21 years ago. I 
gave just one example. But such a 
stray example will never come to 
notice. 

Chalnnan: Did you bring this to 
the notice of the Finance Ministry? 

Shri Backllwal: No. 

Shri Morarji Desai: Why not? 

Shri Backliwal: This question haa 
arisen just now. That jeweller must 
have taken steps to redress his own 
grievance. I do not know in what 
way he did. 

Shrl Merarji Desai: I have not 
heard about it. 

Shri Backliwal: Every jeweller was 
very much pained at this. The whole 
trade was very much pained at this. 

Chalnnan: Parliament is sitting 
here. You could easily have brought 
it to our notice. 

Shri MorarJI Desai: You give us the 
details now. I will make inquiries. 

Shrl Backliwal: We will do that. 
But his reputation once lost cannot 
be regained. 

Shri MorarJi Desai: The reputation 
of every citizen is precious, not only 
of jewellers. 

Shrl Backliwal: Yes. 

Clause 13 

Shrl Merchant: Here before clear-
ance, he will have to pay the duty. 

Shri Morarji DesaI: He has to pay. 
,The goods are insured. They have 
been paying so far. 

Shri Merchant: But now it is after 
he has taken it for home consumption. 

Shri Dehejia: Has there been any 
case of pilferage of precious stones? 

Shri Merchant: This is general. 

Shl'i Moral'ji DeSai: Precious stones 
are seldom received through ports.· 



Slt.ri . Merdwat: In Clause 14, we 
suggest that the words "offered for 
sale" may be removed, as the price 
may be brought down by negotiation 
by the time the ,oods are sold. 

Shrl BarI VlshDa Kunath: Can you 
'tell us what the position it in coun-
tries like the U.K., and U.S.A., in 
regard to pilferaae? 

Shrl MerchIDt: I cannot enlighten 
you. 

What is the e:nct meanin, of the 
expressioft "normal price". We sug-
,est there should be assellOrs or a 
panel of valuers to determine the 
normal price. 

Sbri Morarjl »-I: That iI a matter 
tor executive instruction. In the 
section there cannot be mention of a 
panel. There are aueners' and 
valuers. 

Shri Mercbaat: But a representa-
tive of the Association may be there. 

Sbrl Morarjl DesaI: Not neceaarlly 
always. Where they do not know, 
they will take advice. 

Shri Merchant: But that is not done 
in all the cases. So, it should be in 
the statute itself. 

Shrl Bade: Can you give a deftni-
titm of "normal price"? 

Shri Merchant: Such price which 
may be asc,ertained looking at the 
circumstances of the case. 

Shri Morarjl Desai: That is what it 
says here. 

Shrl Backllwal: Prices are govern-
ed by many factors. 

Shri Morarjt Desai: Therefore, it 
can no! be defined in a precise manner. 

Shri Backllwa1: So, we want an 
expert from the Association to be 
assoc;",ted. 

8hri Morarjt Desai: That can be 
dqne only by rule •. 

Shrt Merchant: Then I come to 
Clause 111(1) and (m) and Clause 113 
(h) and (I). 

It should be clarified that if there 
is a mistake in the bill of entry by 
oversiiht, this provision will not be 
attracted. The words "wilfully or 
knowingly" may be added to make 
this clear, as' otherwise people may 
be unnecessarily harassed. 

8br1 MOI'III'jI Deed: How can it be 
an oversi,ht or accidental? These are 
all methods of smulIlin" and we 
cannot leave loopholes in this. The 
actual experience is that an import 
is shown al 100 tons, and actually 110 
tone are brought in. 

Sbrl Baeklhral: Here it is only 
carats and cents. For instance, 0.20 
cents is Uke a few human bain. 

ShrI Morarjl Deaal: Nobody illoing 
to bother.bout it. Does 'it ever hap-
pen? This is not a new provision at 
all. 

Sbrl Bacldhral: But viewed in the 
light ot the other provisions, this is 
harsh. 

Sbri M01'aI'jI DesaI: It should be 
harsh. I am not bothered. 

Shrl Debejla: Is it your contention 
that exporters are always honest? 

Sbrl Merchant: Noone ean say 
that, but there may be an oversight. 

Shrl Morarjl Delat: There cannot 
be any over!light in this matter. 

Shrl Mercban.t: Coming to Clause 
128, I submit that the appellate autho-
rity should have only power to lessen 
the penalty, not to increase it, as this 
leads to taking ot tresh evidence. 

Shri Morarjl Desai: When it suits 
you, you want to go into more evi-
dence so that you may be acquitted. 
but you do not want to go into more 
evidence if it brings you in. If there 
is collusion between you Rnd the other 
people, why should not the appellate 
authority set it right? 

Shrl Bade: Probably what he wants 
to say is that the appellate authority 
is not the original court, and therefore, 
it has no authority to enhance the 
punishment, it can only lessen it. 



8hfl MotarJl DeIIILl: Is it not pro-
vided In any other law? High Courts 
have powers of enhancement, the 
Supreme Court has ,ot. How is it 
against the law of jurisprudence? 

Sbrl MerdaaDt: They take the 
evidence f~'Om the facts which are on 
record, but this leads to takinJ of 
fresh evidence. 

Sbri Morarj' DeIal: That will be 
better so that it is more sure. 

Sbri Mel'cllaDt: Then it will take 
four, five years to dispose of. 

Sbrl BacIdIwal: In Bombay, in • 
case goods were conAscated and it hu 
been going on for the last three years. 
The goods are worth about Rs. 20,000. 

Sbrl MorarJl Deal: Please let me 
know so that we can go into it. I 
will deal with the persons concerned. 
That should not happen at any time. 

Sbri BackUwllil: We shall let you 
know the details. 

Shrl Merchant: About clause 129, I 
would say that demanding the deposit 
would act as a hardship because there 
may be many people who may not go 
on appeal because the amount has to 
be deposited. 

Sbrl Morarjl Desai: Otherwise how 
is it to be recovered? 

8u! Merchant: The goods are there 
in custody. 

Sbrl Morarjl Desai: But the goods 
might deteriorate in value. 

Chairman: There is the proviso 
which provides for the discretion to 
dispense with the deposit. It says: 

''Provided tnat where in any 
particular case the appellate 
authority is of opinion that the 
deposit of duty or penalty levied 
will cause undue hardship to the 
a?pellant, it may in its discretion 
dlspense with Sll'Ch deposit either 
unconditionally or subject to such 
conditions as it may deem fit." 

Shrl Merclwlt: Clause 131 is the· 
last one. Opportunity should be ,iven· 
for the person to be heard. 

Shrl Morarji DeIIaI: I do hear many 
people; but I cannot hear everybody. 
It becomes impossible; it is not necel-
sary to hear every time. You may' 
place the facts in writing. 

(The witneue, then withdrew) 

III. INDIAN CHAMBER 01' CoMMJ:RCJl,. 
CALC11'l"l'A 

Spokelmen: 
1. 8hri B. P. Khaitan 
2. Shri H. R. Sugla 
3. Shri B. Kalyanasundaram. 

(WitnelBes were called tn and theV 
took thei,. ,eat.) 

CbalnDaD: Your memorandum bu· 
been circulated to all our membel'8. 
Do you want to add anything to it or 
clarify anything? 

Sbrl KbaltaD: There are two points 
about which I would like to emphasise 
and to supplement the memorandum 
because they are not covered by the 
memorandum. 

The first is clause 120 of the Bill. 

Shrl Morarjl Desai: If you concen-
trate on the most important points it 
would be better, instead of touchin, 
every point. 

Sbrl Khaltan: That is exactly what 
I am going to do. There seems to be 
a drafting mistake in the proviso to 
120(2). The latter part is a negation 
of the former part. The idea is that 
if a person proves that he is a bona 
jlde purchaser, he satisfies the condi-
tion. But the latter part seems to 
imply that he will have to prove that 
those are not smuggled goods. I do 
not think it was the intention. 

. Shrl Dehejla: The first part says 
that all goods are liable to confisca-
tion. Then, there is the proviso. It 
provides for the exception. That is 
the purpose of a proviso. 



Sbri Khaltan: If the owner prov81 
that he is a bona fide purchaser. then, 
the goods will not be confiscated. But 
then you have put an additional 
burden. 

Shri Morarjl Desai: What is the 
negation? 

Sbri Khaltan: If I prove that I am 
an innocent purchaser I need not 
prove that the goods are not smuggled. 

8hri Morarjl Desai: You have to 
prove that you did not know that the 
goods were smuggled. It is proved 
that part of what you have got is 
smuggled goods. So, you must prove 
after that that you did not know that 
it was smuggled. I do not see any 
negation. I am prepared to take away 
the proviso if it is redundant. 

Shrl Kh.ItaR: The proviso is impor-
tant; I want a similar proviso in 
clause 123. 

8hrl Dehejla: Would you suggest an 
alternative draft? 

Shrl Kbaltan: I will give the sug-
gestion for an alternate draft. 

The next clause I would like to deal 
with is 123. Under the clause if I 
purchase the goods in the open mar-
ket, or how long I have been in pos';' 
session of these goods it does not 
matter even if any customs otlicer 
choose~ to take action and seizes the 
goodB. then I have to prove that they 
are not smuggled. The goods might 
have passed several hands even. 

Shri Morarjl Desai: Does this not 
apply to stolen goods? Is there any 
tim~limit provided for stolen goods? 

Sbri Khaltan: It you put it on the 
same level as stolen goods I will 
accept that. That protects bona fide 
purchasers; it does not hit them hard. 
We know the habits of our people. 
Every family has got some amount of 
jewellery. The clause as it is capable 
of causing serious difllculties. 

Sbrl Morarjl Deal: Has anybody 
been taken In like that? 

Sbri Kbal&aa: I can show one or 
two instances where it took one year 
or more to get the ornaments releuecL • 

POIISibly customs people went there 
to search some other goods and sODle 
papers. They found none at them. but 
found some ladies' ornaments and 
they took them away. It took me one 
year to get them IORck. 

Shrl Morarji Desai: When did this 
happen? Can you send me full 
details of thill case? 

Shrl Khaltan: I can send you full 
details about this case. In this con-
nection, with reference to this clause, 
it should be modified so that' if any-
body shows that he has purchased tpe 
goods bona fide or that he has been in 
possession of them for a considerable 
period, then he should not be adverse-
ly affected. 

Sbri Morarjl Desal: That is the 
burden of proof. If they prove they 
are not smuggled goods, the matter 
ends ihere. 

Sbrt Kba1&an: The burden of proof 
should be that I am a bona fide pur-
chaser. 

Sbrl DeheJia: There are two things 
one in respect of goods and the other 
in respect of persons. Smuggled goods 
even if they have changed hands 
remain smuggled. So, the gOOds have 
to be confiscated. 

Sbri KhaItaJl: How can there be 
proof that this watch is not smuggled? 
It may have passed ten hands before 
It was purchased. 

Shri Debejla: A smuggler sells the 
goods to some person. Now, what is 
to be done? 

Sbri Khaltaa: You can guard 
against dealers but you must protect 
bona fide people, knowing as you do 
the general habits, especially in the, 
case of ornaments and jewellerles 
which are in their possession for over 
10 01' 15 rear.. ~ 



Shrl Morarji Desai: If he lays that 
hf~ possessed it for ten years who will 
pTo~e it is smuggled? There must be 
reasonable belief. You can say that 
the reasons must be given in writing. 

Shri Bari VIshna. Kamath: There is 
a provision for reasons to be recorded 
in writing. Are yOU satisfied with 
that? 

Shrl Khaltan: If it says 'for reasons 
to be recorded in writing', that will 
do. 

Shri Morarjl Desai: We will find 
out the best method; we will see how 
best it can be put in. 

Shri Khaitan: Then clause 127 goes 
against the principles of our Consti-
tution. A man has been punished by 
the customs officers; his goods have 
been confiscated; and a penalty has 
been imposed for matters forming 
part of the same offence of smuggling. 
But he can again be prosecuted. You 
can have a deterrent punishment if 
you like but a man should not be 
prosecuted if he has been penalised. 

Shrl Morarji Desai: Confiscation is 
uot prosecution. 

Shrl KhaifaD: It is a punishment; 
there should not be double penalties. 

Shri MorlU"jl Desai: There can be 
two punishments; there is nothing 
wrong such persons should be 
punished several times. There are 
circumstances in which there are 
bound to be two punishments. Sup-
posing an officer is prosecuted for 
corruption, he is dismissed and he is 
also sent to jail. There are two 
punishments. 

Shri Pnbhat Ear: The Supreme 
Court has said that it is not a contra-
vention of the provisions of the Con-
Ititution. 

Shrl KhaItaD: May I submit that 
Jnany times laws are enacted to set 
right what the Supreme Court has 
done because we think: that the law 
shOUld be difterent. 

Shri Honrjl Desai: But nothin~ 
prevents them from saying that it is 
against natural laws. 

Shri Khaltan: The Supreme Court 
has not expressed any opinion about 
the ethics of the thing. 

Shri Prabhat Kar: They examined 
whether this particular clause contra-
venes the articles of the Constitution, 
it was held that it was not ultra. vireS" 
the Constitution. 

Shri Morarji Desai: IJ; has always. 
been found that when the Supreme 
Court is helpless against a provision 
of law which is constitutional, which 
is legal, but which they think is not 
in accordance with the natural law of . 
justice, they also register an obiter 
dicta saying that even though the-
thing is justified in law, it ought to 
be remedied. That is what they say. 

Shrl Harf Vishnu Kamath: Equity. 
and justice. 

Shrl Morarji Desai: In this case 
they have said nothing of the sort. 

Shri Khaitall: I have never said 
that the original Act is against the 
Constitution. But my submission is· 
that this is a hardship which should 
be removed. 

Shrl Morarji Desai: The hardship is' 
deliberately kept. 

Shrl Khaltan: In regard to clause-
128 which deals with appeals, my 
humble submission is this. I suggest 
that there should be a tribunal 8S' 
under the Income-tax Act or an 
appellate board as in the Foreign. 
Exchange Regulations Act. 

Shri MorarJI DesaI: The Board of 
Revenue is an appellate Board. 

Shri Khaltan: There is a difterence. 
The customs officers, many times' 
when there is a case sf importance, 
take interest in the case from top to 
bottom. 

Shrl Morarjl Desai: From top to 
bottom? 



Sbrl K ... ltaD: I mean the aen10r 
and other officers come to know of 
the case and they even go up to Cal-
.cutta or Bombay and give guidance 
.and so they take an interest. What is 
the use of appealing to them after-
'Wards, when there is decision under 
'their directiona? • 

Shri Morarjl Desai: They never ,0 
like that. If their advice is asked 
for, somethlna is liven. 

8hrl Debejla: Sometimes at the 
instance of t,lle party itself. 

Shrl KhaltuJ: In a recent case, What 
'happened was that while the case was 
:pending, other innocent affected party 
.came to Delhi and made representa-

'1ions and naturally the whole thing 
was judged in the light of what hap-
pened higher up. 

8bri Morarjl Desai: These are all 
.executive matters. They do not 

. require any judicial handling. 

Sbri Kbaitan: The remedy at the 
appellate stage should be a real one; 
it shou~d give a real sense of feeling 
t},gt justice is being done. 

Sbrt Morarjl Desai: There is no 
,ense of feeling of justice unless a 
-person is acquitted! 

Sbri DebeJIa: If the Board members 
have tatten interest, and there is a 
failure of justice, a writ lies in the 
matter. 

Shri Kbaltan: If the Board has 
1l1ready made up its mind that this 
1lunishment should be given, what 
bappens of the appeal? 

8hr1 DebeJla: In the case you refer-
Ted to, such a thing has not happened. 

8brl Kbattan: Things happen in 
'secret files. 

Shri Sart VisJuul Kunath: Before 
-the present tribunal, what is ihe pro-
portion of appeals that have succeeded 
1lnd what is the proportion that has 
not succeeded? 

Shrl KhaitaD: If the departmental 
~gures are made available to me, th1I 

information is possible. Unlesa the 
departmental files are made avallable 
to me. it is not posaible tor me to live 
these figures . 

'Shri Morarjl Desai: I myself have 
reversed the orders in several cases. 

Shri Dehejla: We can give the 
figures to the hon. Member, if neces-
sary. 

Shri Morarji Desai: I have also 
interfered and revened the ordel'l. 

Shrl Sari VlsbDa Kamath: Yes; 
please give those figure. including the 
cases in which tl1e hon. Minister has 
reversed the order •. 

Sbrl Moradl Desai: It will be 
roughly about ten per cent. 

Shri KbaltaD.: Then I refer to clause 
129. Though this is some improve-
ment over the existing provision, in 
my humble opinion the de.posi.t ot the 
fine should not be a condition prece-
dent to the filing of appeal. 

Shri MorarJI Desai: There is a dis-
cretion given. 

Sbri Kha1taD.: The discretion should 
be like this, The person should be 
allowed to tile an appeal as a matter 
of right, as a matter of course. That 
may not operate as a stay till the 
realisation of fine, unless the appellate 
court orders. Otherwise, it becGmes 
a wrong trial. 

Shri MorarJI Desai: I am sorry. I 
cannot revise it. 

8brl IDialtu: That is the view 
which we express and which we bring 
to your notice; that is what other 
people and we also think. It is for 
you to consider what should be done. 

Then, I come to clause 138. This 
clause provides that the magistrate 
lIU!y try the cases or the offences 
under this chapter summarily. What 
I suggest is, you should lay down the 
terms and conditions whlch should 
govern the magistrate; you mUlt me~· 
tion the (lase. in Which the magIs-
trate may try summarily and cases In 
which the magistrate may not tr1 



IIgnmaril,. Otl1erwWe, the word 
"may" will create diftlculty and it 
may be against the Constitution. 

Cbalrman: It exists in the old Act 
also. 

Shrl Morarji Deal: We have left 
the discretion to the magiatrate. 

Shrl KhaltaD: Some hon. Members. 
just now referred to the Supreme 
Court. I may point out that the 
Supreme Court has held that this 
unfettered discretion is against the 
Constitution. 

Shri MorarJi DesaI: If the discre-
tion is fettered against the Constitu-
tion, then it is wrong. That is what 
they have said, t think. 

Dr. L. M. Slarhvl: If it is unfettered 
discretion it is against the Constitu-
tion, because there is no reasonable 
criterion prescribed. 

Shri Harl Vishnu Kamath: Are you 
against the summary procedure or 
against the clause itselt as a whole? 

Shri Kbaltan: If you give absolute 
discretion to the· magistrate, you 
should lay down the conditions under 
which summary procedure may be 
toll owed. 

Shri Dehejia: Under the Criminal 
Proct:!dure Code, a summary proce-
dure case can also be tried as a tull 
procedure case, so that there also the 
discretion comes in. 

Shrl Khaitan: I mean discretion in 
the sense that the magistrate should 
go by the tacts and circumstances ot 
the case. 

Shri Morarjl Desai: Perhaps ,ou 
could add '~it he so thinks fit" or 
something like that. But this is the 
~ame as in the existing provision. It 
1S not a new provision. It has stood 
the test of time and the law. 

~brl Kbaitan: .J am only trying to 
bring to your notice the lacuna. 

.. Shrl Morarjl Delat: You could add 
it he deems fit" or eomething like 

that. 

4'/ 

8IIrI ....... tIIaa CIaeUIar: The 
provision says that the magistrate 
"may" try the case summarily. The 
discretion is lett to him. . 

Shrl Morarjl Desal: That is why he 
aays that it is completely unfettered. 
If it it "shall", there is nO discretion. 
Unfettered discretion is not within the 
Constitution. That is what the 
Supreme Court has said. He says 
that some criteria should be laid 
down tor trying the cases summarily. 
He says that the magistrate "may" do 
it it he thinks proper. But in that 
case also, there is discretion. • 

Shri ;&annnathan Chettla.r. The 
repre~ntatives of the Chambers of 
Commerce have already been object-
ing to any other person trying the 
cases except the magistrates. But 
here is a case where the magistrate is 
trying the case. 

Shri Morarji Desai: He is referring 
to the summary trial. 

Shri Khaitan: Then, in the proviso 
to clause 140, in the last but one 
sentence, the word "and" should be 
"or". It is on line 15. 

Shri Dehejia: We shall look into it. 

Shri Morarjl Desai: It should be 
"or". 

Shri Daltan: The vicarious liability 
clauses are standardised now. 

Shri Morarji Desai: I think it is a 
mistake in printing. It should be 'or'. 

Shri Honrka: Both are contradic-
tory. If it is with()ut his knowledge, 
how can he exercise due diligence? 

'Shrl IIarl Vishnu Kunath: With 
all due diligence, we will discuss it 
later on. 

8mi Khattan: These are the claUles 
to which I wanted. to draw your atten-
tion. I would submit that while you 
can make as rigorous provisions .. 
you like, provisions of double puni9h-
m.ent, denying right of appeal, etc. are 
very oneroWJ and r request that they 
should be amended. 



Shrl Morarjl Desai: You must allO 
be knowing that smuggling is a disease 
which is prevalent very much and if 
we want to root it out, we will have to 
take very rigorous measures. Rigorous 
measures consist of very harsh punish-
ment. Unless it is made very deter-
rent, I do not think things· wW 
improve. You are right in saying that 
you are making an-appeal, but I make 
a statement that I should like to make 
it as monstrous as I can, provided the 
Parliament agrees. 

Slarl Bari VIsImu Kamatb: May I 
know *hether there is any impediment 
in the way of your fonnulating a rigid 
code of conduet for your ·own ft-ater-
nity and strictly enforcing it? 

Sbrl Morarjl. Desai: His fraternity is 
law. 

Sbrl Bart Vlslmu Kamath: I mean 
the fraternity of commerce and tra~e. 

Sbri Khalfan: I would say that 
there is no fraternity which is immune 
from this, whether they are diplomats, 
officials, etc. I have seen under my 
very nose customs officials allowin, 
smuggled. goods to pass. All that is 
happening. 

8hrl Bart Visbaa Kamatb: ThO!!e 
who are engaged in any trade are a 
fraternity. Try to follow what I say 
and do not try to be smart with me 
here. Answer the Question put to 
you. You are a witness here. Mr. 
Chairman, I seek your protection. I 
have put a question. He may or may 
not answer it, but this is not the way 
to deal with the Members of the Com-
mittee. 

8hrI Kbaltan: I am Vf!!ry sorlOY if I 
have hurt you in any way. All that 
I wanted to say was that there is no 
fraternity which is immune from this. 

Shrl Harl Vishnu Kamath: If you 
do not know the meaning of the word 
"fraternity', take up the English Dic-
tionary and find out the meaning. We 
talk of the legal fraternIty and 110 on. 
We say that in Parliament. If you do 
not want to answer the question, you 
may say so. . 
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Sbn Kbaltan: I have come here to 
give eVIdence on the Bil!. I submit 
that the question is not relevant to the 
Bill. 

8bri Bart Vishnu Kamath: You have 
not understood the question even now. 
I am sorry for your attention. The 
question is, has the trade and com-
merCe fraternity at all thought of 
evolving a code of conduct for theD' 
profession and if they haVe not done 
sO what is the impediment in the way'!' , 

Shrl Kbaltan: Not to my knowledge. 

Sbri Ramanathan ChettJu: U there 
are any erring members in your 
chamber. what remedial measures are 
there? That is why my colleague, Shl'i 
Kamath, wanted to know. You seem 
to have taken objection to the word 
·fraternity'. 

Shri Morarjl Desai: We know the 
reply to the question. It is not possi-
ble for anybody to suggest remedies. 

8hrl Khaltan: No instance has been 
·brought to the notice of the committee 
of the Chamber. 

Sbrt Morarjl Desai: I am afraid that 
is very far-fetched. You must be 
knowing some members of the Cham-
ber who err. 

Sbri Khaitan: We have come to 
give evidence on the Bill. 

Shrl Prabhat Kar: All these attempts 
are for amending the clauses for the 
fulfilment of the object of the Bill. We 
want to take the assistance and sugges-
tions of the Chamber in order to fulfil 
the objects of the Bill. 

8hrl Morarjt De8al: The question is 
PIlt for the purpose that if we can do 
without rigorous law. it ls much 
better. If we can provide for us a 
self-regulating conduct, such legisla-
tion may not 'be necessary. You were 
objecting to harsh treatment and that 
is why he tried to uk you whether 
this has been done. It is not a kind of 
reftection on anybody. 

8bri Ba4e: In your note, you have 
not said anything about clauses 13 and 
1... Have you lot 110 obj,"-ction to 



those clauses? May we take it that 
you agree to those clauses? 

Shri Morarji Desai: Why do you ask 
him to object? This is a oyery 110nl 
procedure. 

Chaimum: They have referred to it 
in their note. On page 2, they have 
.aid: 

"The committe are glad to find 
that in many directiona the CUI-
toms Bill, 1962 has made a great 

1812 (B) Ls.-. 

improvement on the old Sea Cus-
toms Act, particularly in regard 
to. .. valuation of goods for pur-
poses of export duty (Section 
14) ... " et.c. 

This is there in their note. 

Thank you very much. 

Slarl .NIt .. : Thank you. 

(The witnesses then withdrew). 

The Comm#tee then ad;oumed" 
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(Witnesses were caned in and theu 
took their seat,). 

CbairmaIl: We have got your 
memorandum. If you have got any-
thing to add or supplement, you may 
1,(indly do 10. 

Shri llbarat Bam: Thank you, Mr. 
Chairman, and members of the Com-
mittee for ,iving the Federation the 
opportunity to appear before you 
for giving evidence on this import-
ant matter. 

We have already submitted our 
memorandum, and I would like to say 
that we have been guided by three 
<main principles, the principles being 
that as far as possible there should 
be uniformity in procedure, where 
malpractices are supposed to be 
checked it should not cause unneces-
aary harassment to the innocent and 
the non-guilty. 

I would like to make one or two 
,general observations before we 10 
to the general clauses where we may 
have to say something. Firstly, we 
have a little complaint that while 
this Bill was placed before the Par-
liament on 15th June and the Extra-
Ordinary Gazette which reproduced 
the Bill had the same date line, it 
was not available to us, I think, tm 
the 9th July. We wish that on an 

important matter like this more time 
.,is given for study. 

;Shrl Morarji DeDI: You have 
such a large establisJrment that even 
three days are enou,h for you to 
study this. This has become a nor-
mal practice of saying that enough 
time has not been given. Is not the 
periOd from 9th July till now enough 
time for you to study the' Bill? 

;Shrl Bllarat Ram: We would not 
say that the time is not enough. 

Sbri Morarji De8aI: It is not quite 
a new provision that is sprung on 
you. The whole Bill is based on the 
old Act and it contains the old pro-
visions. There are some new provi-
sions, and I am sure you could study 
them easily in the time available to 
you. 

Shrf Bbarat Bam: Now, Sir, I 
would ask my friends here to take up 
the clauses. 

,Sbri Kilacb an4: About clause 13 of 
the Bill, Sir, I would like to expand 
the ic;lea which I put forth yesterday. 
and that is in connection with the 
pilfered ,oads where the duty is lia-
ble to be paid by the importer. Hav-
ing submitted our memorandum, 
there are a couple of points on which 
we woulcl like to draw your attention 
and the attention of the members 
here. First of all, the figures that I 
have collected from the Bombay Port 
Trust show that the revenue loss to 
the Government is very small and, at 
the same time, to my mind it seems 
that if this proviso is put into the 

. Act it might result in a sort of laxity 
on the part of the authorities who 
have got the custody of the good., 
and they are the Bombay Port Trust. 
If I may quote the figures of the 
Bombay Port Trust, in 1980·61 the 

• 



reported cases 01 pilferage amounted 
to 458 and the amount ilnvolved was 
Rs .• ,73,000. The recovery which was 
done was Rs. 3,60,000. So there was 
only about a lath of rupees worth of 
pilfered goods Or goods not found. In 
1961-62 'the number of reported. cases 
was f43 and the amount involved was 
Rs. 4,30,000. The recoveries were of 
the order of Rs. 3,41,000. That means 
it was even less than Rs 90,000. 

Shrl Moruji Desa.t: What is the 
duty on RI. 90,000. 

Shrl RUe.aad: Even if it is 60 
per cent-let us take the maximum 
-it will be RI. 45,000. Considerm. 
the quantum of loss of revenue, 
which is very small, and the unfor-
tunate position in which we are put-
ting the importers for havinJ to suffer 
this, to my miilld, even administra-
tively, if I may say so, this is going 
to create a certain amount of cWIlcul-
ty. How are they to establish that 
the goods were taken at a certain 
point of time, that they were taken 
before the goods were taken to the 
warehouse or after they were taken 
to the warehouse etc.? I would like 
the Committee to consider this. Our 
recommendation is that just as in the 
case of damaged goods where the 
question of duty does not arise, in the 
case of pilfered goods also duty is 
not leviable. If this recommendation 
is accepted, a consequential change 
will have to be effected in clause 23. 

Shu Dehejla: I think the Federa-
tion must have compared the provi-
sions of the existing law and the pro-
visions in this Bill. Even at present 
when a consignment has arrived and 
it is cleared though a part of the can-
signoment is pilfered, duty ia payable 
on the entire consignment. So, even 
under the existilng law when the 
goods are part pilfered duty has to be 
paid on the entire consignment. 

Sbri Morarjl DeIU: That is no 
argument. They are Sayin, that they 
have been objecting to it for a lon, 
time. 

. Sbrl DabejIa: I amcominc to it 
.tage by stage. 

The real difficulty arises when the 
goods are part pilfered and the rest 
Of the goods are abandoned. When 
the goods are abandoned no duty is 
payable. That is under the existing 
law. Under the present Bill when 
the goods are pilfered and the relt of 
the consignment is abandoned, on the 
part that is abandoned no duty is 
payable; but by not excludine the 
pilfered goods in clause 23 duty is 
payable on goods which are pilfered. 
So, the effect ia that when loodi are 
aba.ndoned, on what in fact remains 
physically behind no duty is payable 
even under the new provision, but on 
goods which are actually pilfered 
duty is now sought to be levied. 

,ShrI MorarJi Deaal: How can it be 
levied? Is it justifiable? To my mind 
it is not understandable as to how 
we can levy any duty on goods 
which have been pilfered not on ac-
count of their fault but on acocunt of 
the fault of the Port Trust. When no 
duty is leviable on good. which are 
abandoned, that is, when they do not 
take ,their goods, wby have they to 
pay duty on goods which they cannot 
take? It seems something fantastic. 

Shri Dabejia: I am putting it to 
them because they are the people who 
have cleared goods for several years 
so that the Committee which is not 
associated with the day-lo-day pro-
cedure of the customs may be ac-
quainted with what is happening. 

8bri Monrjl Desai: They will sub-
mit to many laws of Government. 
What else can they do? That does 
not mean that because something has 
gone on for 500 years there is justifl· 
catiOn far a levy. The whole ques-
tion is whether the levy is justifiable. 

8hrl Dehejla:. We either take that 
the Committee is familiar with what 
happens when goods are imported or 
we get the facts from witnesses who 
are used to it from day to day. I 
think the experience of Shri Guzder 
goes 'back to three generations . 

Sbrl MorarJl Deal: This is justiA-
able only on one l1'ound, nameIt, 



that there is collusion between those 
who pilfer and those who import. 
That ground does not apply to ever"1-
body. 

8bri KIIachaD4: I accept that. But 
when the collusion is between the 
Customs Oftlcer and the pilferer, why 
should the importer pay the duty? 

Shrl JIon,rji Delal: Not the Cus-
toms Ofticer but the Port Trust om-
cer, the importer and the pilferer. 

Shri KilacbaDd: The importer il 
not in the picture. 

SIII1 MoNrjl Desai: Without the 
importer it does not happen. He 
knows what is to be pilfered. 

IIIarI IDJacbaDd: Pilfered goods are 
always the goods which have got a 
high value in the local selling mar-
ket. 

Shrl Morarji 0_1: Therefore it is 
known to the importer. 

8hrl IDlaohlUld: It is known to the 
Port officers and the pilferers. 

Shrt Morarjji Deeal: Not always. 

Shrl G1WIer: The steamer manifest 
in which the description of the entire 
cargo of the steamer is in the hands 
of the Port Trust officials and usually 
there is a certain amount of collu-
sion between the people in whose 
CUstody the goods are and the pilfer-
IJt"I. From the statistics you will find 
that the kind of goods that are pil-
ferred are usually ball bearings, bi-
cycle parts and those parts of machi-
nery which are in great demand in 
this country and which fetch a very 
high price in the outside market. 
NOl"hlally, these parts which are im-
pOrted are imported by firms and 
manufacturers of considerable stand-
ing including the Government of 
India and the State Governments. 
Therefore it is not exactly right to say 
that in m08t cases there is collusion 
between the pilferer and the importer. 

Shrt Morarjl Deeal: How much or 
the Government goods have been pil-
fered. It will be interesting to find 

that out. It no amount Of Govern-
ment goods ate pilfered then I IUD 
to draw an inference that there is 
collusion between the importer and 
these people who pilfer the goods. 

Shrl Guder: 1 have had the privi-
lege of being the clearing agent at 
the Port of Bombay for the Govern-
ment of Lndia and I find that COD-
.lgoments which are imported for 
Hindustan Aircraft. 

Shri Morarji Desai: Importers in-
cluding clearing agents also. 

S"'" Gasder: Then I have nothin, 
to say. 

ShrI IIorvjI DesaI: In lome casu 
clearing agents are also responsible. 
It is not a matter where one can 187 
that anybody is not responsible. All 
are not responsible but there are a 
few only who are responsible. 

8hrl Guder: But you made a very 
important point, namely, that if goods 
which are not in the custody of the 
importer and over which he has no 
control are pilfered while in the cus-
tody of another authority, how can 
you, with any justice, make the im-
porter liable to pay the duty? 

Shrl Morarji Desai: That is a mat-
ter for the Committee· to consider. 

Shri MOrarka: You have given 
some figures about the goods which 
had been pilfered and were recover-
ed. Would you kindly give alsQ the 
figures of goods abandoned during 
those two years? 

Shrl KllachaDd: I am sorry that I 
do not have those figures with me at 
the mament but I can ask the officer 
of the FederatiOn to send round to 
the Members of the Committee those 
figures if you want. 

Shrt Morarji Desai: Yes, if you can. 
get them soon. 

8hri Kllaeband: We wlll do so. 
Shrl Dehejla: As an ex-Port Tnutee 

Shri Xilachand will be knowing that 
a large quantity of goods abandoDecl 
have to be auctioned and at aImor. 
every meeting there is a list Of gaoda 



to be auctioned by the Port Truat 
which runs into three or four paaea. 

Sbri Morarjl 0-1: A. the ex-
Chairman of the Port Trust who is 
there. Why do you aak the ex-
trustee? 

Sbri KlJacb .... : He is aware of it 
more than I am. 

Our next point is about clause 14. 
That is in connection with 'normal 
price.' We would like to mention 
that as far as exports are concerned. 
'nonnal price' should be on the f.o.b. 
basis and as far as the imports are 
concerned, it should be on the c.if. 
and c & f value, that is, the invoice 
value. I do not know but I think it 
is for the rules which mlly be issued 
later on; but it is OUr submission that 
when the rules are issued this may 
be taken into consideration. Then 
again, it also happens that a certain 
amoWlt of imports are taking place 
on the basis of forward contracts. The 
question arises as to what will be the 
value which is termed normal price 
at the time when the export or im-
port takes place. Our submission is 
this. These export or import con-
tracts are done on the basis of long-
term arrangements and extends to a 
period of three months or ·four months 
and naturally these contracts are on a 
firm basis. A person bas to export 
on those lines Or import on those 
lines. He has to calculate his pro-
forma on those lines. Here, there is 
no interest between the buyer and 
the seller. In my opinion,' it would 
be fair that the actual invoice value 
ought to be the value which is term-
ed normal price. 

Coming to section 14(1), what is 
stated here is as follows: 

"Where the normal price is not 
ascertainable, the nearest ascer-
tainable equivalent of sueh price 
determined in accordance with the 
rule. made in this behalf". 
We say that when rules are issued, 

this should 'be put on a more realis-
tic basis. There should be no hard-
ship on the trade dealing in any par-

ticular commodity. That is our sub-
mission. 

Shrl a..e: t want to ask a question .. 
If we want to deftne 'normal price" 
in the deftnition of cIaUle 14(b), what 
should be the definition Of 'normal 
price'? 

slut KllacbaD4: In forward con-
tracts, the normal price ought to be 
the invoice value. It may be the con-
tract price of the invoice value, what-
ever you may call. 

Dr. L. M. 8lD1bvl: I wish to put 
one question in this connection and I 
hope you will give the answer for it. 
It has been POinted out before us 
that there is a lot of over-invoicing 
and under-invoicing. Naturally, we 
wish to avoid any such large-scale 
over-invoicing or under-illvoiciq. 
What have you to suggest in this 
regard, to remedy this State of affairs? 
What are yOur suggestions to get over 
this difficulty and to satisfy the inte-
rests of the trade? 

8hri KJlaeJwul: So far as this as-
pect is concerned, the Customs are 
very vigilllllt on this score. It a com-
modity is exported, they see whether 
it comes under the license issued to 
them. They do check this aspect at 
the time of exporting. Of course, 
there may be a slight variation, may-
be 5 per cent. or 10 per cent. differ-
en~e. But, by and large, I think the 
customs people are quite vigilant on 
that score. 

Sb.rl MorarJi Desai: Have you said 
everything that you wanted to say on 
this particular point? 

Shri KUacb.aDt: No. I have not yet 
finished. The point I was making 
was this. There is, I think, sufficient 
machinery within the Govemment to 
check and to control this under-in-
voicing or over-Lnvoicing of prices. 

Sbri MorarJl DesaI: What is the 
machinery you are thinking of? 

8hra JrtIMbM4: You have ,ot tb8 
Foreian Exchan,e Re,wationa. YGII 



have got the Reserve Bank ot India 
which looks into this. You check up 
from their import licence. 

Sbri Morarji DesaI: But, does the 
import licence prescribe the price 
and the value? That is done in res-
pect of total value only. What is the 
machinery for checking it? 

Sbri )[lIachan d: There i. enough 
machinery. 

8hrt Morar.ll Delat: ShoW' me what 
the machinery Is. 

Sbri Kilacband: The Reserve Bank 
gets all the invoices. 

Shrl Morarji Desai: The machinery 
can be Customs. 

Shrl KlIachancl: There is check 
today. 

Shrt Morarjl Desai: Give a proper 
definition. If the invoice price is to 
be taken then, invoice price will al-
ways be there. But, if it is under-
invoice, then, that price will be less 
than what it should be. Now, if it is 
not to be checked and if that price 
only is to be taken, what is the check 
over it? 

Shrl Kilaohand: The check that can 
be done is in terms of the Exchange 
Regulations by the Reserve Bank 
and by the Customs. 

Sbri Morarji Desai: Show me how. 
I will do it. 

Sbrl Bharat Bam: May I suggest 
something? 

Sbri Morarji Desai: Yes. We are 
trying to find out the remedy. You 
may plaCe your point of view before 
the Committee. 

Shri Bbarat Ram: As has already 
been stated, the determination of price 
is left to the judgment of the cus-
toms authorities, but ";e should see 
that they should try to be as fair as 
possible. 

There were several cases, as my 
friend mentioned, where there were 
forward contracts of either export-
ers or importers. Now, one check can 

be exercised in this manner. SUPPOH 
a contract was made three months 
ago. The proper authorities can 
check what was the price of that 
article in the market three months 
ago, when the contract was made. Al-
though the price given for the ex .. 
port today may appear to be lower 
than the existing price, if he has 
made the contract three months ago, 
then, that price is to be taken into 
account. 

Shri MGrarjl Desai: Provided the 
forward contracts were registered at 
the time they were made. Any for-
ward contract can be presented in a 
bogus way. There can be collusion 
there also. If that is registered, then, 
it will be relevant to say that that 
price should be taken and not the 
price today. 

Sbri KllaehaDd: If you provide that 
. they should be registered, they can 

be registered. 

8hrj MOrarjl Desai: How can I pro-
vide it? 

Shrl Hlmatslnlka: If you go by the 
c.i.f. value or invoice value, how do 
you lose? The price sometimes goes 
down. The priCe may be lower to-
day than the price on the day of 
exportation Or importation. The price 
should be the price at the time of 
importation or exportation. You may 
haVe entered into contract at a very 
high priCe or lower price. It is not 
that yoU will lose in each case. You 
may be a gainer also. 

Shri Kllaohand: Normally the im-
porter and the exporter does this on 
a bona fide basis. Any exporter or 
importer buys or sells with minimum 
profits Or commission. By doing 
bORa fide transaction, he earns a com-
mission. Why should be take the 
stand that when goods arrive at lower 
price or higher priCe he will lose or 
benefit by the duty? 

8hri DebeJla: Section 30 of the Sea 
Customs Act provides for duty on the 
basis of wholesale price. The cus-
toms people make enquiries. The re-
ference here is to priee, to be ,seer-



tained in the manner provided in the 
present Sea Customs Act. Now, I 
would like to state in this connec-
tion that this very question was ali-
tated before the Taxation Enquiry 
Commission and I do not know whe-
ther you have got its Report with you. 
They went in detail into the question 
of whole-sale price and invoice price. 
Even in a completely bonaftde tran-
saction the iilvoice price Of the goods 
imported may be lower or very much 
lower than that Of all other imPOrts. 
That is quite possible under a variety 
of circumstances. So, the price here, 
is to be taken as the price in India. 
One may purchase from country X. 
Another may purchase from countl'J 
Y. When the duty is ad valcwem, it 
is on the value of the goods. I think 
you will accept that. That is what 
the Taxation Commission has said. 

Shri KUach ... : In the case of ex-
port or import, one has to be a little 
more careful in arriving at the value 
Of the goods at the time of arrival or 
at the time of export. Between the 
time you have con·tracted goods for 
sale and the time when you are mak-
ing shipment, there may be changes 
for no rhyme or reason. I want 
Government to consider these things 
when they frame rules. 

.shrt Morarjl DeIaI! Government 
Ihould not and does not want to take 
anything more than the duty which 
can be charged on the actual amount 
paid Or would have been paid for 
the goods concerned and not for any 
notional value, that is, for any value 
which may be in the air, either more 
or less. We are not interested in 
taking more duty than we are entit-
led to on the actual cost. The difft-
culty arises only in the case of under-
invoicing and over-involcIDg. How 
is that to· be dealt with? You cannot 
deny that this is done and done not 
on a small scale but on a fairly large 
scale. It may not be done in a majo-
rity of cases-when I say it is done 
OIl a large scale, it does not mean that 
it is done on a majority scale--but 
the number of instances are fairly 
large, not a ff!IN. How is this to be 
evercome? That is the main ques-
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tion. That ia why we are Itrulllin. 
with the deftnition under which we 
can put a fear in the minds of the 
people. After all, that is our inten-
tion. If you try to play any trick, 
you will have to pay much more. 
You cannot run away with it. But it 
also causes harassment to the bon" 
fide persone because there may be 
cases in which, as it was pointed out, 
two importers of the same goods will 
buy goods at different prices even in 
the same country. It depends on the 
bar,aininC capacity of the person 
concerned. What has to be done? 
That is the main thing which is wor-
rying Us also. The problem has be-
come so acute now on account of 
under-invoicing and over-invoicin, 

because it affects oUr foreign ex-
change balances a great deal. We 
have got to ftnd out a remedy. It is 
in order to do that that has been put. 
I do want and all the Members of this 
Committee would also want to see 
that we do not harass anybody. We 
do not want to harass anybody. How 
is this to be met? If you have any 
suggestion to make, certainly we 
should like to pay great attention to 
it. 

There is just one thing-I do not 
know whether it is practicable--which 
has struck my mind. I have not talked 
about it with my officers yet. I have 
just thought of it. Suppose we provide 
in the rule that the duty will be 
charged on the invoice value and 
then we also have a provision that if 
it is found in any case that it is 
under-invoiced or over-invoiced, then 
a penalty equal to the value of the 
goods will be charged and the person 
concerned will be liable to pay that 
and it will be recovered fram him by 
all means at the disposal of the Gov-
ernment. Would you be amenable 
to that? 

8IIr1 KUaehaDd.: I think your su,. 
gestion is a good one. I may only 
point out a 8nag there also. How 
would y~u establish that it was under-
invoiced or over-invoiced? 

Sllri Morarjl DeaaI: It will have to 
be established. Otherwise, nobodY 



can be charged. I do not know whe-
ther it is practicabl~. Therefore, I 
want to ask my otftcers whether it is 
practicable or not. 

Sbr.l DebeJIa: May I point out the 
type of cases in which it may not be 
practicable? For example, there may 
be a company in Switzerland which 
has a manufacturing contract in India 
and the agreement is that the Swiss 
company will supply roods at any 
price it likes but when the goods are 
manufactured into something else, 
they will be sold to a subsidiary of 
the Swiss company at the import price 
plus so much percentage. In a cue 
like that, the invoice may be a flctl-
tious one. 

Shrt ItllachaDd: That is correct. 
Shrl Debejla: I may give you an-

other instance. There may be a fore-
ign company which has a subsidiary 
in India. The profits of the subsi-
diary company can be sent to the 
parent company at any time. If the 
invoices of the parent company are at 
a lower figure, the subsidiary company 
in India makes a higher prOfit. As a 
result of that, it is also able to send 
out more money in foreign exchange 
and our country stands to lose. 

Shrt Itllacbaad: Quite true. 
Shri Debejla: There are so many 

collaboration agreements these days. 
These thin,s can arise in a number 
Of ways. These are the sort of casel 
which have to be taken care of. We 
are not thinking in terms of 'X' per-
son Or 'Y' person. 

iSbn Morarjl Desai: But even there 
under-invoicing or over-invoicing 
may take place. 

Shrt Dehejla: Even then, though 
there may be bona fide cases on a1 
aides where there is no under hand 
dealing, there can be a special rela-
tionship between an exporter and an 
importer. These cases have to be 
taken care of. 

The other po1n.t is that import and 
export is an international affair be-
caUIIe goodi go from one countlT to 
another. In such internatiOnal trsn-
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sBetion., it is desirable to have a fair-
ly common basic concept acceptable 
to most of the countries. For that 
purpose, there is such a thing known 
as the International Trade Agree-
ment. There is the GATl' which has 
tried to work out how the valuation 
-forget about the price-should be 
done. This is for ad valorem duty. 
Sometimes the goods are assessed by 
weight also. The very idea of having 
ad valorem duty is that as the prices 
vary the duty also may vary so that 
it is necessary to find the exact valua-
tion of the goods at a given time. I 
suppose that is accepted. 

Shrl :t"JaehaDd: Yes. 

Shrt Morarji Deaal: I have seen it 
myself at free ports, where people buy 
goods, the seller asks the purchaser, 
"Shall I put dOWn less value in the 
bill?". I have seen that. What am I 
to do with this? That is the main ques-
tion. 11 these things pass untouch-
ed, then it is an encouragement to 
alI these practices and they will do it 
more freely. 

Shri KlIa.cbaDd: I entirely agree 
with you, Sir. At the moment, I have 
not got anything to suggest. 

SJari Morarji Desai: Ther~fore. it 
will be equitable if some people have 
to pay a little more even if it is un-
justified. 

Shrt J[Uacbaad: If that is your in-
tention, Sir. . . . . 

Shrl Morarji Desai: But it will be 
a check. 

Shrt Ramanathaa OItettiar: Mr. 
Chairman, Sir, this over-invoicing and 
under-invoicing has now become the 
order of the day. Here are the re-
presentatives of the Federation of the 
Indian Chamber of Commerce and 
Industry. Have they formulated a 
code of conduct at least among their 
member bodies to see that this evil is 
put an end to? I would like to know 
the reaction of the representatives of 
the Federation of the Indian Cham-
ber of Commerce and Industry to thfI. 



Slu1 IIoI'U.'JI 0..1: It is beyond 
their capacity. 

Shri BamanatbaD CheWar: Let 
them answer this. I would like to 
know whether they have any con-
crete suggestions to offer in this res-
pect. Have they at least given a 
thoulht to bringing in a code of con-
duct at least among their member 
bodies? 

Shrl Gasder: Sir, I am not saying 
anything on this particular clause as 
such. But I would like to make a 
remark arising out of the question 
of the hon. Member that we should 
make suggestions as to what can be 
done in this regard. I have been 
thinking on the subject and I want 
to say a few words which must be 
subject to the approval ot my col-
leagues here. A3 far as the import 
is concerned, there is a certain 
amount ot check inasmuch as the 
new Act provides that they can 
check the wholesale priee. etc. What 
happens 'in the case of exports is 
that there is no such check because 
there is no export duty. In fact, 99 
per cent of the commodities which 
are exported today have no export 
duty and because there is no export 
duty, the Customs officers rightly in 
the discharge ot their duties do not 
pay any specific attention to the value 
of the shipping bills. What happens 
is this. At the time of export, you 
present shipping bills and you also 
present GRF 4 which has got to be 
sent to the Reserve Bank, that you 
have exported 'X' quantity of 'Y' value 
and that the amount will be remitted 
or has been remitted. There again 
there is no check on the veracity ot 
the value ot the consignment export-
ed. Therefore, li would like to sug-
gest, if it is at all feasible, that these 
shipping bills mould be made sub-
ject to scrutiny after shipment, let 
not the export be held up. For 
example, in one ship there are a lot 
at shipments. So, they can be coun-
ter-cherked, whether there is a cer-
tain amount of similarity, whether 
there is a certain amount of cOMlI-
tency between the pricel of differeDt 
exporters. 
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5brl Guder: I hope some way could 
be evolved to do this. 

Sbrt Monrjl Deaal: How can you 
subject them to check after the 
goods are gone? 

Shri GUStIer: Because it is not pos-
sible to check them at the time of 
export. 

Shrl Monrka: May I ask one ques-
tion?' We have been hearing so much 
about over-invoicing and under-
invoicing. Over-invoicing is done only 
in the case of imports and under-
invoicing in the case of exports. If 
on imports we have over-invoicing 
that means the value ot the goods is 
shown more in the invoice than Jt 
really is. It the customs duty is paid 
on the invoice value that means, the:y 
will be actually paying more dutY 
than they really ought to. 

Sbri Morarji Deal: This question 
relates mainly to the foreign exchange 
problem. There may be no d'irect 
loss or gain in customs, but there 
is great loss in foreign exchange. 

8hrl -Mor&rb: For the purpose of 
clause 14 the practice of over-invoic-
ing may not be relevant But it they 
pay the duty on the basis of invoice 
they tend to lose; the customs would 
not lose. 

Sbrt Monrji Desai: Customs does 
not merely deal with customs. Cus-
toms is also one of the agencies of 
Government to check malpractices in 
foreign exchan,e also. 

Sbrt Morarka: How will you then 
determine the normal value? 

8hrl Mora.rjl DesaI: That is where 
we are fumbling. 

SbrI MOI'U'b: The normal value 
will be higher than the invoice;' it 
cannot be lower than the inv~ce. 

8hrl DebeJIa: It may also be lower 
than the invoice. We are concernecl 
at gettin, the correct value. I do 
not think the Customs Department 
can -accept • lower or bllher invoice. 



Sbri Morarji Deal: This is the only· 
point where it can ,be caught. There 
is no other point. That !is why one 
i. more particular to see that this 
section is made sufficiently capable of 
removing the mischief. I do not say 
that what has been done is just suftl-
eient or will be capable of doin, it-
I do not know. We have to consider 
this. 

Shrl Bakar AU Mlna: We may 
consider provision of some penalty 
clause. " 

Shri KIIachaDd: Arising out this 
we would like to suggest that the 
normal price should be based On thil, 
as also the price which is not ascer-
taInable. Whatever further provisos 
you want to make to see that foreign 
exchange is not misappropriated it is 
for you to consider from time to time. 
You can think of it or we can think 
of it. 

Shrl Dehejia: These are not very 
simple matters. These are complicat-
ed affairs. I wonder whether it has 
come to your notice that a person 
may import goods and show a lower 
value. He might make good the 
difrerence in value 'in export. In a 
case like that under valuation of 
import and under valuation of export 
can work quite easily. 

Shrl Sharat Bam: The STC deals in 
barter. They must abide by the same 
clause. 

Shri Dehejia: Normally where there 
it no reason to suspect or doubt any-
thing the invoice is accepted as the 
value. When there is reason to IIUS-
pect or doubt and it becomes neces-
sary to determine the actual price, 
I take it your suggestion is that the 
rules should be framed in such a way 
~at no harassment is caused. 

Dr. L. M.SfDI'Ja.vl: In section 13 of 
• the existing Act and clause. 14 . of the 

Bill as it is framed now, there is a 
concept of normal value. I would 
like to know the reaction of the wit-
nenes as to wh!ch of the two concepts 
they, from their own point of view, 
prefer? Secondly, I would like to 
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have their reaction to the auggtstiOD. 
that. was just now mentioned by the 
hon. the Finance Minister regarding 
the invoice value being considered as· 
the normal valUe and providing for 
a penalty equal to the value ot the 
goods, in case the invoice value is· 
found to be based on a mis-declara-
tion. On both these points, I would 
like to have their reaction. 

Shrl Kllaclland: As far as your first 
point is concemed, we can say that 
in the new Bill, clause 14, takes care 
on a much better basis than what 
is provided in the old Sea Customs 
Act. Regard'ing point two, the hon. 
the Finance Minister made a sugges-
tion to meet this difficulty of under-
inVOicing and over-invoicing. As I 
said, I do feel there will be a little 
difficulty in the sense that it would' 
be still a quest'ion of investigation of 
what has been under-invoiced or over-
invoiced. What Mr. Dehejia has in-
dicated is a just and fair basis, in my 
view. Where the normal trend of· 
business continues, the Customs takes 
the. normal value for consideration as 
the c.i.f. value or invoice value. Where 
they feel there is a suspicion of a cer-
tain commodity imported or exported 
is not being done in a bona fide basis 
they have all the powers under the 
Act and rules· to investigate into it 
and penalise the exporter or imported 
to the extent they can. I would 
personally like to leave this matter in 
that way. That would be much more 
flexible than have it done in a hard 
and fast manner. 

SIl'ri ' Morarji Desai: The present 
clause as it is would be suitable. 

Shrl K.lbwhand: When you make 
the rules, take these .into considera-
tion. We accept the clause as it is, 
and executive 'instructions may take· 
care of the various other things. 

Shri MorarJI Deal: That is a very 
realistic approach. We 'may not have 
spent all this time for nothingl 

SbrI Kllacbaad: We have only a 
small point to make. In connection 
with the goods exported which have 
bome a duty. If after a certain period: 



.of time they are re-imported back by 
1he lame party, the export duty levied 
.aD it, or paid on it should be retund-
able. We would also like to add that 
the export duty or eelS whichever has 
been realised on these goods must 

.1Nt refunded. 

SbrI Debe,.: That will have to be 
UDder the other Acta. What is levied 
under the Customs Act come under 
thia. What 11 levied under the Tea 
Cess Act or Central Excise Act can-
..,t be refunded under this Act. 

Slarl IUI-..... : If there is a Central 
"cise Duty it should be refundable. 

Slut DeJtejIa: That should be under 
·the relevant Act 

SbrI K'IMh··d: There is also a 
time-limit provided. In clause 20 you 
have got a time of three years. A 
.similar time-limU should be provid-
ed in clause 28 as well. 

Sb.rl Delaejla: Suppose the goods 
.come 'back after use? Would they 
always came back in the same condi-
tion? 

Shri AJwMl: As might have been 
. noticed there is a difterence in time-
limit between clause 20 and clause 26. 
Under clause 20 where certain duties 
have been paid on exports it is pre-
. sumed it is going there tor a brief 
period, and if it is not approved, it 
would come back normally. That is 
why we have said that the time-limit 
here should be much more stringent 
than in clause 20 where the question 
of duty does :-:ot arise. In clause 28 
it we were to sa" 'hat the duties will 
have to be reiunded whenever the 
goods come back there will be a great 
deal of diftlculty. It is certainly not 
the intention that once the purpose 
for which the good::; have been sent 
out has been fulfilled the Government 
Mould refund the duty. 

Shrl KUacballc1: There are cases 
where goods go for sale, and remJin 
there for a number of years without 
aa1e. When the seller finds that he 

. would Itand to lose by selling them 
til that market he chooses to brini 

10 

them back. This has happened in the 
case of mica . 

Sbri Dehejla: How are they to be 
identified! 

SbI'I IUI.chenc1: On the quality from 
the invoice. 

... Morarjl DesaI: It is impossible 
to .identify mica. But what is your 
sUl,estion? 

ShrI Jruac~: My IUleestion il 
to increase the time-limit to three 
years. I oniy gave mica as an in-
stance. 

Sui Merarjl Deal: Where? 
SIIrI KII ..... c1: In clause 21. 
Shri MorarjA DesaI: Why should it 

be three years. Why should not the 
goods return after a year? WIlT 
should you keep it for such a long 
period. 

Sbrl KIJach .... : Because we teel 
there may be goods which may have 
to be kept for a longer period. It 
is a matter tor the Committee to 
consider. 

Sbrl Bbarat Ram: With regard to 
clause 28, the proviso to sub-clause 
0) says that in cases where duty 
has not been levied or has been 
short-Iev'ied or has been erroneously 
refunded by reason of collusion or 
any wilful mis-statement Or suppres-
sion of facts, there will be no time-
limit for their being reopened for 
assessment. We merely want to say 
this. Where there is collusion, there 
rlhould 'be stringent measures. But 
we hope that it is intended that it is 
only where there 'is collusion that this 
proviso will apply. 

Shn Morarjl D.aI: Yes, that is so. 

Sbrl Bhant Ram: But that is not 
cle.r. 

SbI'I'MOI'III'jI DeIal: It is clear here. 
It is meant to cover cases where 
there is collusion or wilful mis-It&te-
ment or suppression of facts. 

Shri aarat Bam: Where It saY' 
"wilful mil-statement or .uppres.lc.--
it i. not.clear. 



Shrl Morarji Desai: It applies to 
both-wilful mis-statement and wi). 
ful suppression. That will be made 
clear if it is not clear. 

Sbrl Blaant Bam: That is all that 
we want. 

Shri S. S. More: 'Suppression 11 
always wilful. So the adjective il Dot 
necessary. 

Sbrl Morarji Desai: It is to satisfy 
them. Anyhow, it is for us to decide 
what word to use. 

Sbri Bbarat Ram: The other point 
is about issuing the notice and servine 
the notice. We would like that the 
word "issue" be changed into "serve". 

Sbrl Morarjl Desai. (to Ministry 
o1Ilcials): Here the question is between 
serving and issuing. If you say 
"issued", suppose you iasue it to-
day but it is not received by them. 
~8D then you can act. When it is 
"serving", serving is by registered 
post. Then their receipt must come 
or it is retUfDed as not taken. Then 
from that date you can take that it 
is "served". Therefore, whether we 
should have service or issue is the 
question. I think service is better. 
"Issued" means you have sent it. 
Who knows you have sent it? After 
all, the person concerned who is going 
to be punished must receive it. If 
he is not receiving it deliberatelY, let 
us provide for U that after it is sent 
a certain number of times it will be 
taken as served. I think the law pro-
vides for it. That is a better way. 

Shrl Abrol: We send it either 
through a ·peon or by registered post. 

Shrl Morarjl Desai: What happens 
is, it the time-limit is six months and 
it is issued on the last date. Service 
will have to be done within six 
months. Do 'You want to extend the 
time-limit by this indirect method? 

Shri Ktlachalld: Sir, we want that it 
should be served, not issued. 

ShrI Guzder: Clause 41 of the Bill 
which is equivalent to section 66 of 
the existing Act refers. . . . 
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~bri Morarjl Desai: Please refer-
only to the clauses of the new Bill. 

8brl Guzder: Clause 41 of the Bill 
is about delivering of the export 
manifest by the master of the velsel. 
In the existing Act five days are' 
provided while in the proposed Act, 
it removes the time and gives discre-
tion to the customs officer to fix the 
time. This is certainly an improve-
ment, and we feel it is a liberalising. 
provision in the new Bill. But what 
we would like to see added ill the' 
rules is that the wording might re-
main as it is, but there might be a· 
proviso "not earlier tban five daYI". 
Tihat might be added. 

Shri Morarji Daal: And not later 
than how many days? 

Sbri Ouzder: That depends upon 
the officer's discretion. 

Sbri Morarjl Desai: Then why 
should a minimum of flve days be-
provided if a maximum is not pro-
vided? I am prepared to provide a' 
minimum, provided you have a maxi-
mum limit also. 

S!bri Ouder: You can certainly say 
"not less than five days and not n:wre 
than ten days". The idea is that i' 
should not be less than what it is in 
the existing Act. 

Shri Morarjl Desai: Let it be three 
days and flve days. Five days was-
the maximum. Why should it be a 
minimum of five days? You have not 
asked for more than seven days. So' 
let it be three days minimum and 
seven days maximum. 

Sbrl Ouder: Seven days was ... 
commended by the Customs Reorga-
nisation Committee. 

Sbri Morarji Desai: They are not 
the proper people. We can do that. 
Anyhow, that is a matter for the 
Rules, not here. 

Shri Guzder: Then with regard to-
clause 46 we have one suggestion tOo' 
make. Of course this is not 'incor-
porated in the Act but it is important 
from the point of view of the im-
porter and therefore it arises here. 



At present the Customs are in the 
'habit of issuing detention certificates 
to the Port Trust for goods being de-
tained through no fault of the im-
porters. 

Shri Morar;ll Desai: Why do you 
say "in the habit of issuing"? That is 
the practice. You may say that the 
practice is like tlbis. 

Slut Guder: Yes, Sir. The practice 
followed is that the Customs issued 
detention certificates to the Port 

"'.l'rust for goods being detained when 
it is beyond the control of the im-
porter. The main reasons are when 
· .. the goods are sent on test. . . . 

Sbri Morar;ti DeIIaI: If your point 
is that they should also be issued 
when the delay is on account of the 
Customs, we have said that we are 
going to consider it. 

Sbrl Debejta: On test it is given 
. 'Dow •. 

Sbri Guzder: Not on all cases. 
Shri Debella: You know the Bom-

bay practice. There is an agreement 
"between the Bombay Port Trust 3lld 
the Collector of Cuc:;toms. Where it 
ia on account of testing or verifica-
· tion of goods a certificate is given. 

Shri Gasder: You were yourself UtC 
'·Chairman of the Bombay Port Trust 
· and you will remember that it was 
mentioned that the certificates from 
the Customs to the Port Trust were 

· more in the form of recommenda-
tion .... 

Shri DeheJla: Even today, even if 
·the provision ia made in the Customs 
Act it will not be binding on the 
Port Trust. 

Sbrl Gasder: But if the Customs 
issue it as a procedure, then it might 
'be b!nding. 

Sbrl MorarJI Desai: It will hav. to 
be "Notwithstanding anything con-

-iained in the Port Trust Act". Then 
It will be binding on them. 

Shl'l Debejla: 
A number of 

May I explain t~is? 
circumstance. arise 

62 

where it may be due to something 
done, or not done, by the importer 
allo. His licence may not. be "de-
quate or pr()perly worded. 

Shri Gasder: Then it does not arise. 
This is only for the delay arising on 
aceount of the Customs. 

Sbri DeIlej":' When the licence i. 
not adequate, is it the fault of the 
Customs? 

Sbri ImacbaDd: It is the importers' 
fault. We are not asking for that. 

8brl Morarji Desal: If the goods im-
ported are not in accordance with the 
li~nce, it is the fault of the importer.' 
Where there is delay because informa-
tion has not been supplied, that is not 
the fault of the Customs. They hav~ 
supplied the infomlation, but the Cus-
toms pass an order after three days; 
it is their fault. I believe in such cir-
cumstances, the Port Trust accepts 
the certificate . 

Sbri Debejla: In Bombay and Cal-
cutta, they accept. 

Shrl GuzcJer: It may be put in here. 

Shrt Morarjl DesaI: How C8lll it bi 
put in here? You do not suuply the 
information. Then you will say it is 
the fault of the Customs. That can 
be taken care Of by circulars. It can-
not be taken care of by a provision 
here. Then, I will have to consult the 
Port Trust authorities. That Ministry 
will have to be consulted. I cannot 
put n clause here which will be bind-
ing on them. That will not be right. 

Shri KliaehaDd: It is not the inten-
tion to bind them at all. 

Sbrl Morarji Delat: .Let us go on 
this basis. We have said that we will 
provide for that. 

8brl Gaz.er: In clause 46 ..... . 

Sbri Morarjl Desai: That is finished. 

Shri Guder: No. I only said that 
that question arose with reference to 
clause 46. Clause 48 lays down that 
the bilI of entry shall mention all the 
goods that are imported under one 



bill of lading. Thia partIcular clause 
.also ,provides for discretion to the 
Customs officers to permit some 
.changes. I would like to bring to your 
notice one important thing that has 
taken place in international transport, 
that is, consolidated freights. It so 
happens that freight rates for inter-
national air cargo are being fixed by 
the I.A.T.A. They have fixed certain 
rates for transport of goods. They 
have also fixed certain concessions for 
consignments weighing more than a 
.certain weight. In order to get the 
.'advantage Of this concession, small 
'shippers send under one conaolidated 
a,irway bill. This is the current prac-
tice in Europe and America. Unfor-
tunately,in India, the shippers are 
not able to take advantage of this con-
cession in freight. It would mean aav-
ing of foreien exchange. We are not 
permitted to make more than one bill 
of entry for one b'ill of lading/airway 
bill. We should penuit more than 
one bill of entry for one bill of lading/ 
airway bill. as consolidated freight-
'shipment. 

Sbrl ADaDd.: The section itself is 
certainly not against one bill of entry 
being put in for more than on~ bill of 
ladilng. As representation has been 
made, what is required is more bills 
of entry for one bill of lading by diffe-
rent parties. 

Shrl Ouzder: Sub-delivery orders 
If this can be provided by the rules, 
it is all right. 

Shrl Morarjl Desai: ,If you want to 
provide it in the rules, do not say that 
here. 

ShrI Gu4er: It will mean saving of 
-foreign exchange. 

Shri Morarji Desai: That you can 
'lay afterwards. What cannot be pro-
vided in the clause should not be dis-
cussed here. That can be discussed 
later in the rules. 

Dr. L. M. ISlnrhv1: I think that is 
'also the sugge~tion made in the memo 
'that has been submitted by the Fede-
ration that this may be provided for 
~n the rules, I am wondering it it 
.can be provided in the rules if it is 
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not completely consistent with the Act 
itself. If it is consistent it can be 
provided. But, then, it would be super-
ftuous. 

Shri Morarjl Desai: It is not a ques-
tion of superfluous rules. The clause 
itself, sometimes, is di1ferently inter-
preted by di1!erent officers. Therefore, 
We give them instructions. It must be 
in conformity with the Act. If a rule 
says something which is not in confor-
mity with the Act, it will not be 
legal. No court will uphold it . 

or. L. M. S1nchv1: My suggestioo 
was only Whether they would prefer 
a change by making these expressions 
'importer' and 'bill' in the plural in 
the Act as it stands: whether that 
would meet their suggestion or they 
would only want such a trung to be 
incorporated in the rules. My own 
opinion is that if it can be incorporated 
in the rules, it can be conveniently 
incorporated in the Act, by saying im-
porter or importers and bill or bills. 

Sbri Morarjl Deaal: Even if you say 
that, it will not serve their purpose 
unless it is clarified in the rules. That 
is why they are insisting on the rules. 
So, why change here unnecessarily? 
The rule will be there. 

Shrl Bharat Ram: As long as it is 
provided in the rules, it is all right. 

Shri Oebejta: Do you refer to goods 
sent by the same parties .or different 
parties? 

Shri Guder: Difterent parties. 
Shrl Dehejla: If something ,oes 

wron" who will be responsible? 

Sbrl Guzder:' It is only sub-delivery. 
My point is, you will get a reduction 
in tbe freights. 

Shri Morarjl Desai: We will do it. 
But, it cannot be done here. 

Shri Guder: You may put it in the 
rules. 

Shrl Bbarat Ram: Clauses 100 to 104. 
refer to powers of arrest and so on. 
The only thing that We would like here 



il that the grounds of arrest should be 
communicated forthwith. 

Slvl Monrjl DesaI: We have said 
that it will be recorded in writing. 

Sbrl Bbarat Bam: They should be 
communicated forthwith. That is what 
we want. Later on he is told. When 
a person is being arrested, lole should 
be able to know. 

Sbrl MorarJl DeIal: No warrant men-
tions the grounds of arrest. '!'be section 
under which the arrest is made is 
mentioned. We have said, he must 
record in writing his reasons for do-
ing so so that you can ask for a copy 
of it. That is what can be llone. 

Shrt Bbant Bam: It is :>tated here: 

...... he may arrest such person 
and sha: 1. as soon as may be, in-
form him of the grounds of 5uch 
arrest." 

When he is going to be arrested, give 
him the grounds. Why should not the 
J(l'oundl be given forthwith when you 
arrest? 

Sbri Morarji Baal: Why not simul-
taneously with the arrest? That 
would guarantee that the reason. 
have been written beforehand and not 
afterwards? 

S .... I DebeJIa: What might happen is, 
when the arrest is made, there may be 
enough evidence on record to justify 
the' arrest. Even after the arrest, 
further investigation goes on and fur-
ther facts will come to light. If 
grounds are communicated at the time 
of arrest, they may not be complete. 
There may be further grounds. 

8hrI Bbarat Bam: At least the 
grounds on which he is initially bein, 
arrested may be mentioned. It may 
be said, these and others. 

Sbrl Debejla: The others may not be 
ready. 

SbrI Bharat Bam: At least some of 
the grounds on which he is being ar-
rested shOUld be there. 
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SIan Moorjl Deul: The Constitution 
lays down: 

"No perlon who is arrested shall 
be detained in custody without 
being informed, as lOOn as may be 
of the grounds for luch arrest .... to. 

If some grounds are given and after-
wards some more grounds are given, 
they may not be relevant and you will 
lay that they were the only grounds. 

Sbri 8harat Bam: It may be laid. 
these and others. 

Sbr. Morarjl Desal: I think these 
words are right. I cannot· 10 beyond 
the Constitution. 

Sian Bade: Even under the Criminal 
Procedure Code, grounds are not given 
at that very moment. They are given 
when they are produced in the court. 

&brl Monrjt Desai: They cannot be 
liven at the time of arrest. We were 
arrested several times. We were never 
given any grounds of arrest. ~ot even 
after a fortnight. 

SIan Bbarat Ram: The section under 
which he is arrested should be given at 
the time of arrest. 

Sbrl Morarj. Desai: That will be 
given. There must be a warrant. 

ClaUSe 110 
rShri Bbarat Ram: What we want to 
e~phasise is that the documents which 
are seized should be returned within 
a reasonable period. The customs au-
thorities may have photostat copies 
thereof if they want them for a longer 
period. 

Shrl DelleJia: Except thoae which 
are required for further proceedings, 
the documents can be returned. 

Slarl Bbarat Ram: They may have 
photostat copies. 

Sbrl Morar.J1 DesaI: Photostat copies 
are not Itocepted in court and so the 
originals must be with the customs. 
The originals must remain with the' 
court. You can take them from the 



I court. We will provide that those 
. persons who want, can be given pho-

tostat copies at their expense. 'That 
can be done. 

Shri Bbarat Ram: That is all right.) 

Clause 128 

Sbri KUaehand: I am referring to 
I (l)(b). The grounds on which the 

decision has been arrived should be 
recorded. 

Shri MorarJl Desai: That is never 
, done generally in appeals. 

Shri Kllachand: A decision has been 
arrived at. Even in income-tax ap-
peals, the grounds are stated. 

.sbri MorarJi Desai: When the de-
cision is changed in appeal, grounds 
have to be given. Otherwise, it con-
firms the original order. 

Sbri KllachaIuI: The right. of per-
sonal hearing should be given. 

Shri Morarji Desai: Where a thing is 
summarily rejected, why should there 
be personal hearing? 

Sbrl Kllachand: It is the feeling of 
the trade that justice is not being done 
to them. It is summarily rejected 
without even giving an opportunity 
to the person to appear in person and 
explain his case. 

Shri Morarjl Desai: Provision is 
made that where necessary, they will 
give him a proper hearing. 

Shri Kllachand: If you read 128(2), 
it says: 'The appellate authority may, 
after giving an opportunity to the ap-
pellant, if he sO desires ... .'. What 
does 'if he so desires' mean? 

'8hri Morarji Desai: The appellant. 
If he wants, he will get it. Why do 
you want a change? 

Shrl KiIachand: I thought 'if the 
appellate authority SO desires'. I am 
sorry. So that is all right. 

Shri Morarjl Desai: There is a pro-
viso saying that if it is to be enhanced, 
he has to be given a hearing. 
1812 '(B) LS-5 . 

• ", I· ~ . I 1 

Clauae 129 

Shri KJ1aohan4: This is 8Ibout de-
posit of penalty before appeal is flIed. 

Sbri Morarji Desai: There is a pro-
viso there a]so. 

Sbri KtlaehaM: It is discretionary. 
Suppose the person is not able to pay 
the fine? 

Sbri MorarJi Desai: They will cer-
tainly allow him .an opportunity. 

Shri Kllachand: At one stage. you 
are not in favour of giving discretion-
ary powers to the officers; at other 
stages, it is the other way. 

Shri MorarJi Desai: I have never 
said that-in some cases, not all. 

Shri KiJacband: In this case, why 
cannot there be a proviso? 

Shrl Morarji Desai: If I make it 
rigid, you will find it difficult. 

Shri Kilaeband: In this particular 
case, I think there should be a proviso 
that the fine or levy will not be col-
lected before the appeal is filed. 

Shri Morarji Desai: If they avoid 
Daying, what happens? Therefore, if 
they want to go in appeal, they have 
to deposit it. 

Shrl KIIachand: It may be harsh on 
a person who m~y not be able to pay. 

Shrl Morarji Desai: There he will be 
allowed. 

Shrt Bharat Ram: Does this also pro-
vide for complete allowing or part 
allowing? 

8hri MorarJI Desai: Both. 'l'.i~..! 
words. 'dispense with such deposit' are 
there. It is not for the levying au-
thority, it is for the appellate au-
thority. 

Clause 147 

Shrt GlHder: Here I am making 
more a suggestion or appeal. An im-
porter may have commtted collusion, 
suppressed facts and wilfully deprived 
Government of review. But the agent 



may not be aware of it at all. Yet the 
Bill providea that it the Government 
cannot lay handa on the importer, the 
agent will be caught. 

Shrl Morarjl o.al: The clearing 
agent must know his customer. I am 
not going to let the agent alone. He 
is the only person I can catch hold of 
properly. 

Sbrl Gu".: But he may have no 
control over the importer. 

Sbrl Morarit Deal: He will not 
deal with such shady custamerI. 

Shri DebeJIa: There are known 
cases. 

SbI'i GDd_: You should first pro-
ceed against the importer. Why take 
• short-cut? 

Shri MorarJl DesaI: Short-cut is 
sometimes good. 

Sbri Oader: He may not have 
anything to do with it. 

Shri MorarJi Desai: How is ODe to 
prove collusion in such cases. It is 
implied in all such cases. But if he 
proves that he has absolutely no know-
ledge of it, we will take that into 
consideration. 

8hr1 Guier: At least provide it in 
the rules; otherwise, customs oftlcers 
will never act accordingly. 

Shri Bade: Your request is that it 
should be provided in the clause itself. 

Shri Ouder: Yes Or at least in the 
rules. 

Sbri MorarJI Desai: We can say that 
if he satisfies Government that he had 
no reason to believe or no knowledge 
of it, we will consider it. 

SbrI DeheJIa: The agent ·is the only 
person whom we know. 

Shri MorarJI Desai: Supposing the 
clearing agent gets a new cuatomer, ot 
whom he has had no experience. He 
may b'3 dealing with him for the flrst 
time, <lnd his customer mI¥ let him 
down. 

Shri Delle,..: But the importer is 
not known to the customs authorities, 
he may not be traced. 

Shrl MorarJl DeIai: Then the agent 
will not be allowed to pass off. 

8brI Dehejla: The clearing agent 
signa the bill of entry, takes the goods, 
pays the duty, and actually he is the 
only person who knows who the im-
porter is. 

Shri Oastler: In the event of the 
importer ·being known, and the clearing 
agents proves to the satisfaction of 
the authorities that he had no know-
ledge of the wrong doing of the im-
porter, he may not be penalised. 

Shri MorarJI 0-1: If the importer 
is held liable, then the ..,ent will not 
be liable. We will not hold both 
liable. 

8hri Oulder: You may proceed 
against the importer first. 

8hrl M....u: What is the position 
in law? Is it the rule that once an 
agent, always an agent? SUPPOSe an 
agent clears for a particular transac-
tion and that is over. He has cleared 
the goods, got the commission, paid 
the duties etc. If atter two Or three 
years the customs authorities discover 
that there had been an undercharge 
ot duties. will they first catch hold of 
the clearing agent instead of taking 
recourse against the importer? 

8brt MorarJl DesaI: We should not 
do that first, 'but he was responsible 
for that particular thing at that time, 
therefore he is liable for that. 

Shri Mora.rka: His agency terms 
are over, he had discharged his duty. 

Shri Moruit Delat: But he had also 
pocketed the fees. 

Shri Morarka: For that purpose he 
has done the work. 

Shrl MorarJI DeIIal: For that pur-
pose, as long as that liability Jasts, his 
liabillty lasts. And they do not want 
that exemption. 



'Shft Morarka: I was only making an 
enquiry. 

8hrI Ba4e: You are taking objection 
to the responsibility of the agent 'Under 
clause 147. I draw your attention '1,0 
clause 2B( 1) proviso, where in respect 
'Of any duty being not levied or short-
levied or erroneously refunded etc., 
'the importer or the agent or the em-
ployee is liable. If the agent is liable 
under clause 28, why should he nol 'be 
lia'ble under clause 1fT! 

Shrl GuIer: For that we 'have ~i­
'Pulated a time-limit. Here there is 
no time-limit. 1t may bappen after 
~n years. 

Shrl Bac1e: If there is atime-limtt, 
'YOU bave no objection? 

8hr1 Guc1er: Yes. 

Shri Bac1e: You agree that 'it should 
be the vicarious liability of the agent 
"Bnd the employee 'also? 

8hrI GUller: The Government m 
'taking that view. 

Shrl Bade: What is your opinion? 
You are appearing as a witness here. 
The Budhwar Committee have opined 
that the agent should not be made 
responsible. 

Shri IDlaehanc1: Bdth ot them should 
not be made liable. 'The3gent only 
acts as such for doing -certain services 
to his clearing, for clearing 'liis ogootk 
Once he has cleared the goods, handed 
'them over to the party, paid the cues 
etc., his function ceases. We are not 
1n favour of the agent being made 
liable. First you must take steps 
against the importer and his employee. 

Shrl Bade: So, you have got objec-
1ion to clause 28 also. 

Shri Gader: We 'have stated' that in 
1)ur memorandum. 

Sh1'I Bac1e: But you have not raised 
iitbefore the Committee. 

'Shrt MorarJl Desai: Clause 147 is a 
-general liabil.ity, while clause 28 :is a 
~c liability clause. 

Shri -,manaduB Ch~r: Shri 
Morarka was saying that once the 
clearance was made, the responsibility 
of the agent ceased. That is wrona in 
law, because the agent js responsible 
for an act done. So, there is res-
ponsibility of both the agent and the 
importer. 

Shri Bharat Ram: I may refer to 
section 204 of the existing Act, which 
does not find a place in the present 
Bill, in regard to the publication of 
rules, notifications etc., to be collected 
and arranged and published at inter-
vals not exceeding twO) ears. This 
was very useful. 

8hrl Morarjl Desai: I have said we 
will publish a manual every year; we 
will go on amending it every year, and 
give the additions every year; if the 
corrections became too many, we will 
publish it again. It need not be here. 

Shri Bharat Ram: It was in the old 
Act. 

Shri MorarJI DesaI: It l:eed not be 
here because even if a few days elapse 
in publishing it, you 'Ni11 hold us 
"liable. We will issue a standng order. 

Shri Bharat Ram: I would now like 
to thank you and all the Members on 
lbehalf of the Federation for listening 
oW us so patiently, even though some 
rrlf the points which we raised may not 
'have had very much sense in them. 
But certainly you have heard our 
point of view, and we are hoping and 
we have the feeling that at least on 
some points we have been able fo con-
vince. you that there was ~ome ~ense 
in what we said, and we hope that the 
Act as it emerges will take care of 
some of the difficulties which we have 
placed before you. 

Sbri Morarji Desai: I thank you for 
agreeing that clause 14 could remain 
as it hi. 

Chail"lDlLD.: Thank you for the evi-
dence. 

(The witnesses then withdrew) 



n. TBI: Assoc1ADD CBAMBBRB 01' COM-
Ml:RCI: 01' INDIA, CALClJftA. 

SpoJcelmm: 
1. Shri J. L. Puri, 
2. Mr. J. H. Forman, 
3. Mr. R. Von Leyden. 

(Witneses tDen! called in a¥ thev 
took theiT seata). 

CbalrmaD: We have lOt your 
memorandum.; if you want to add to 
it or supplement it. you may do 30. 

Mr. 1WmaD: On behalf of the As-
sociated Chambers of Commcrte, I 
regret that our notes have been some-
what scrappy on account of shortness 
of time. 

The Bill as it stands YlOW, is with-
out the rules and regulations. It is 
difticult to interpret it. Of course, we 
have to know what the rules and re-
IUlationa will be. We sincerely trust 
that when they are published, suftl-
cient opportunity will be given to the 
Chamber and the public, as. a whole, 
to study and comment)n them. 

ChaIrmaD.: That is always clone. 
That is done after the Bill is passed. 
They will be placed before the Parlia-
ment. Tbey cannot be published along 
with the BilL 

Mr. Forman: As we have stated in 
the preamble to our note, the Associat-
ed Chamber of Commerce feel that 
little notice has been liven to the 
report of the Customs ReorganisatIon 
Committee, which, we thought, con-
tained really sound advice, in a sense. 

As a result of this new Bill, the 
customs will appear to be siven ('cn-
8iderably more judicial powers than 
they had in the past. The AssOciated 
Chambers of Commerce would like to 
suggest that provision should be made 
for the setting up of a rribunal com-
pri<;ing of High Court Judges or mem-
bers from the Board and the Finance 
Ministry and customs :tuthorities to 
which we could easily have an appeal 
against the decisions which the customs 
authorities may take as n result of this 
Bill coming into law. 

81 
The Ciamber appreciates that con-

siderable effort has been put into the 
drafting of this Bill and that an en-
deavour has been made to have a mOl'&-

, realistic approach to the problems of 
the importer and those who deal with 
custom& 

We have been' dealing with various 
special associations whO' have direct 
dealings with the customs authorities-
and we know what they feel. We also 
appreciate a reference to the GA'lT 
and the fact that every ltenuine effort 
has been made to try and find out 
what is happening in other parts of the-
world before this; Bill was introduced. 

What we are pointing' out is nOl in 
any way a sort of endeavour to find 
out loopholes in the law. We are 
always mindful of our civic duties. 

You have received a copy of, the 
note of the Chamber on the various 
poi~ts. Obviously, there must have 
been notes from various other usoci-
ations. Rather than go through eat'h 
and every one of the points made in 
OUr note, f would like tu lay t!mphasis 
on some of the more important ones 
and answer the number of points that 
might be raised. 

nrat of all, I would like to refer to 
the Chamber's note on dause 14(1)(a). 
We think that the wording is a bit 
loose and can be tightened up. We 
sincerely trusf that the authorities 
would agree with this., 

My first point here is that the ex-
pression 'like goods' is a much too 
general term whereas goods of the 
like kind or quality would be far 
more clear. The example given in the 
Chamber's note will bear out thil~ 
point. 

The second point I would r~fer to 
is about clause 14(1)(b). The C. B. R. 
has had a number of cases in the past. 
In view of what has been said in cur 
note, I have not very much to say 
now. We only feel that it is leading 
too far. We feel that the adminis-
tration of the individual will nave 8 
bearing on it. There have been.some 
cases of abuse in the past 



Slut 1Ia4e: I waDtto uk one ques-
ilon. You have said in your nl)te that 
the provisions contained in' 14(1 )(b) 
are very vague and that it has not 
given an accurate basis of determining 
the nonnal price. I want to know 
what would /be the correct definition 
of normal price. If I want to give a 
definition of 'normal price' in clause 2, 
the definition section, what should I 
put there? 

Mr. Forman: I hope the Associated 
Chambers of Commerce would be 
averse to suggest it. What we are 
dealing with here is not so ~h • 
definition but a criticism of the near-
est equivalent of such price, and the 
methods of ascertaining that price. 

Slut Bade: IMtead of 'the nearelt 
ascertainable equivalent of such price' 
what &bould be the wording? 

Mr. Forman: I think we oay enlarge 
on that. For instance, officials at one 
part state that a particular item is 
worth Rs. 50 while officials at another 
part state that it is worth Rs. 100. 
'These are the .sort of situations we 
have in mind. 

Mr. Von Leyden: The Chamber does 
not, want to assume legislators' au-
'thorities for defining what they con-
sider the right thing. It would be 
·quite happy if any kind of definition 
is given in order to remove the un-
'certainty. Great difficulty is caused to 
the trade today as on the landing of 
goods the importer does not know how 
ll),uch duty he has got to pay. Now 
under the new Bill the definition is left 
to rules. The Chamber feels that the 
legislators should at least indicate in 
the Bill the methods on which the real 
value has to 'be assessed. 

Shri Dehejia: You started by saying 
that you are very happy that in draft-
ing the Bill note has been taken of the 
international ideas and you also re-
ferred to GATT. I wonder whether 
you are aware that they haVe n)so 
used the word 'like merchandise'. That 
definition has been arrived at by dis-
-cussion among different countries. In 
a matter like this there should be unl-
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farmit;y of ideas between diJ!E:rent 
countries because these are inter-
national transactions. 

Mr. Forman: I entirely agree. 

Shrl DeheJIa: Again, the United 
Kingdom is a party to the Brussels 
Convention which used exactly the 
.same words. The GATT prOVIS10n 
says that when the actual value is not 
ascertainable in accordance with sub-
paragraph (b) the value for customs 
purposes should be based on the near-
est ascertainable equivalent of lIUch 
goods. 

Mr. Forman: What you say about 
GATT is all very commendable but 
the note of the Chambers, I think, 
amply brings out our point in parti-
cular. May I quote the instance given 
there. All art silk goods, for instance, 
could be said to be like goods. But 
within the generic description there 
might be art silk articles of a different 
sort, quality, etc. each having iill own 
nonnal price. 

Shrl DeheJia: I think the wording 
here is the correct interpretation of 
the words 'like merchandise' because 
'like' means like in a number of res-
pects. 

Mr. Fonnan: The Chambers have 
suggested that the words 'goods of the 
like kind and quality' should be re-
tained. 

ShrI' Dehejla: 'Like' by itself con-
veys more. If you mention 'ldnd and 
quality' yOu are tied down to consider 
only two things. When you say 
'like merchandise', there l11ay be other 
qualities and other traits of the good. 
which may have to be considered in a 
given case. 'Like merchandise' is a 
mu('h more expressiVe and much 
wider phrase then saying like 'kind 
and quality' if I may say so. That is 
why the GATT has used it. 

Shrl MorarJI Desai: We will amplify 
it in the rules. If you can provide a 
better definition, we are prepared to 
consider it. 



Mr. Forman: Thank you. '!'he next 
point is about the real valUe clau~ 
14(b). 

Sbrl Debejla: I have read out to you 
the GATT provision. 

Mr. Forman: The next clause is 15 
which refers to cargo overcarried and 
subsequently returned to the original 
port in which duty was assessed. We 
would be happy if accommodation can 
be made in the Bill to ~pply the ori-
ginal rate when the cargo is returned. 

Shri Morujl Desai: What have you 
to suggest in clause 15? 

Sbrl Purl: Our views given in our 
memorandum are based on (.ur ex-
perience. We want a proviso to be 
added to clause 15. It very often hap-
pens that the new Finance Bill is 
placed before Parliament and the duty 
is increased. For example. 

Shri Morarji Deeai: That is, it has 
gone out and corne back? But that is 
provided in another clause. 

Shri Puri: No, Sir. For example, if 
there is a consignment consisting of 
150 cases.· ... 

Sb.rJ Morarjl Desai: It cannot be 
done. I do not think there is any 
possibility of cha·nging it. 

Sbrl Purl: I request you to give me 
an opportunity to explain the point in 
a moment. Now, once the goods have 
been discharged, the duty has been 
charged at the prevailing rate and 
when the goods come back-they do 
come back ..... 

8hri MorarJi Desai: Why should it 
come back? 

81ui Pari: Supposing ()ut of 150 
cases, 75 cases are discharged at Madras 
and the other 75 cases at Calcuttll, in 
the meantime, the rate of duty has 
been increased or decreased. 

SbrI Debejla: Are there difff'!rent 
rates 88 between Calcutta and Madras? 

Shri Puri: What I mean t . o say 18, 
the time-lag is ther.:. 
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Shrl MoarjJ DMa.1:. In the'meantdm, 
if the duty is decreased, we will charge 
you at the decreased rate. 

Sbri Purl: That provision has not 
been there in the Sea Customs Act.. 

Shrt Debejlr. It is there. 

SbrI Pari: In practice" that has not 
been done. 

Shri Morarjl Desai: In practice ,OUl 
may say that the duty has not been. 
decreased-

Sbri Debejla: Could .vou give one 
case where the duty in farce on the 
date is not charged and' ""here the· 
higher duty is charged? 

Shrl Purl: There have been' very feW' 
cases where the duty has been de-
creased, and whel'e the duty has been 
on the increased rate, c'r~n the Gov-
ernment have asked the shipowners t()' 
pay saying, "you have over-carried the 
goods and in the meantime the duty: 
has increased." 

8brI Morar"l Deai: You' will have to. 
pay for it then. 

Shri Purl: Over-carriage is not 
something that can be ('ontrolled. Ii 
is beyond control. 

8hri Morarjl Desai:. If it is not con--
trolled, then it br your negligence. 

Sbrl Purl: It amounts to a thousand 
rupees, sometimes. 

8hr1 MorarJi Deaai: It may be a 
lakh of rupees. You. have to pay. 1 
do not think that for your negligence 
the Government is going to pay. 

Mr. Formaa: Then, I may refer to 
clause 23. Here, the new Bill has made 
a genuine effort to improve the posi-
tion. But we would suggest T.hat the 
remittance of duty shOUld be extended 
to goods lost otherwise than by pilfer-
age or destroyed either before unload-
ing or in the course of unloading. The 
Chamber has given two cases or ex-
amples in this connection. One is, 
bqged C8l'l0 often spills in the holda 
during discharge through insufficiency 
of packing, etc. Sb, the quantity dis-
charged is less as some of it gles oa 
the other side. 



Shrl Morarjl DeIal: The duty haa 
been limited. I do not know what 
,.ou want. This clause is meant for 
that purpose. Please read ::lause 23 
(1) and (2), both. ' 

Shrl Bade: He wants to remove the 
words "otherwise than by pilferage." 

Shrl MorarJI Deal: That is what 
they are asking for, and that is what is 
done. That is provided here. I do not 
know what is not provided. Pilferage 
Is in the, other claUH. 

Mr. FonDaIl: Well, if it is already 
covered in the Bill, we ,telete it and 
pass on to the next 

Ihrl Morarjl Deeal: It does cover it 
The proviso says that the goods are to 
be destroyed by the owner. We say 
that the Government will destroy them 
at the expense of the owner, SO that 
we will only charge the cost r.f it. 

Mr. Forman: Now, I come to clause 
28. We notiCe that in the Bill, with 
respect to this clause, the time-limit 
for claim has been removed. This, we 
feel, is unfair. 

SIarl Morarjl o..l: Only for COJiWl-
ion why should the time-limit be 
kept? We want to make collusion to 
be punished eternally. 

Mr. Forman: I commend it, but in 
the case of a collusion which happen-
ed 20 years ago, the question of keep-
ing the records comes in. 

Sbrt Morarjl· DesaI: If it is proved, 
it should be liable. If it is not prov-
ed, no collusion will occur further~ 
Collusion has first to be l>1'oved, and 
then it has to be disproved. 

Mr. Forman: If there is a demand 20 
years after, the company will have to 
keep the records. 

ISbri Morarjl Desai: Unless it is 
proved, where is the necessity for dis-
proving it? 

Mr. Fol'lllUl: It may first be the ori-
ginal company. Then, after 20 years, 
if the company is asked to pay for 
What has been raised, say, in 1933, .... 
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Shrl MorujI DeI&l: He will have 

to prove that. 

Mr. Forman: The written statement 
is there. 

SbrI Morarji Deal: If it is accept-
able, it will be accepted. You must 
pay tor it. It will be chargeable. But 
it all depends upon whether the per-
son who passed them will accept them. 
Then you can refute it. Supposing, a 
person comes under the influence of 
MBA, why should I not believe him? 

Mr. Forman: In that case, the com-
pany will have a difficult tim(' dis-
proving it. Sometime that happens 
and, as you will see, we suggest that a 
time-limit of five years may be pre-
lICl'ibed. You may fix a reasonable 
period to be applied. 

Dr. L. M. SIDPYi: I would like to 
know what would be considered a 
reuonable time to be prescribed under 
clause 28. 

8brI lIorarjl DeeaI: Five :rears, as 
he says. They preserve the record 
tor ftve yearL 

Dr. L. II. SiDpYi: What is the basil 
for the suggestion? 

Sbri MorarJI DeeaI: They say that 
they preserve the records tor five 
years. 

Dr. L. M. S .... hvt: Is that the usual 
practice? In most trading firms, apart 
from income-tax purposes for which 
the periOd. is much further than five 
years, what is the usual practice? 

Sbrl MOI'arjl Desai: In regard to in-
come-tax, it can go for 16 years. For-
merly, the period was indefinite. I 
have made it 16 years now. Otherwise, 
it was indefinite. 

Dr. L. M. Slqhvi: I suppose the 
records have to be preserved for the 
purpose of income-tax for at ieast 
16 years. From that point of view, five 
years would not be a reasonable limit 
ot till\ll for keeping the records in this 
case. 



Mr. 1'onDUl: J'inancia1 records and 
company records are two entirely 
different things. 

Sbri Morarji DesaI: You will have to 
preserve the records f~ il1come-~ 
purposes. Otherwise, you are liable 
to be charged. 

Mr. FOI'IIWl: I had better be care-
full 

Sbr.l MorarJl Desal: You had ·better 
be careful I 

Dr. L. Me SiDrhvl: For how lona: do 
you preserve your company records? 

Mr. F ..... : 16 years with effect 
from now I 

Mr. VOD Leyden: There is a differ-
ence between company j."eCords-cU8-
tom house records and other records-
and the financial accounts which have 
to be kept now for income-tax pur-
poses. It we have to keep on the 
documents connected with one sinl1e 
transaction which parties may require, 
then, large warehou8el will bave to be 
found' in order to keep the ctocuments. 
So, I beg for more \han five yearl. 

Shrl MorarJl Desai: No honest com-
pany hal to tear anything. There is 
no' danger of any honest company 
being charged after 20 years. 

Will you be satisfied it we keep it 
at 10 years? 

Mr. FOI'IIWl: It will be something. 

Shrl MorarJI DesaI: Let us consider 
that. 

Shrl Purl: Next item is ~lause 30 
which deals with delivery \)f import 
manifest or import report. Sub-claWle 
(1 ) saYS that: 

"The person-in-charge of a con-
veyance carrying imported goods 
shall, immediately -after ,·.rrival 
thereof at a customs station, de-
liver to the proper officer, in the 
case of a vessel or aircraft an im-
port manifest ..... ". 

I submit that it is not a practical pro-
position, particularly when sbips are 
1084ed in Indian ports, Eat Paldatan, 
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Rangoon, etc. As it is now, the mani-
fest is delivered within 24 hours. That 
may be retained. 

8hrl DebeJIa: What is the difficulty 
about 'immediately'? 

Shrt Purl: If the steamer arrives at 
4 o'clock, how can the manifest be de-
livered immediately? 

Shrl DebeJla: 'Immediately' does 
not mean in the same breatb. 

8hr:l Purl: As it is, the ~toms ~lffi­
cers will have the libertY to decide as 
they like. We want a uniform pro-
cedure abd we submit that present 
section 53 in the Sea CU8toms Act may 
be retained. 

Shrl DeheJla: 'nlere also, it is a dis-
cretionary power. 

Shrl Mora:rJI Deal: Sub-elause (b) 
says: 

"If the proper officer is satisfied 
that there was sufficient cause for 
not delivering the import manifest 
or import report or any part there-
of immediately after the arrival 
ot the conveyance, he may accept 
it after such arrival." 

SIu1 Pari: One offtcer may say it, 
should be done with 1 day, another 
may say within two days and so on. 
We want a uniform procedure. 

Sbri Morarjl Desai: It you want 24 
hours to be provided, I shan certainly 
do so. 

Shri DebeJIa: It may suit the pre-
sent witness to say 24 hours, but there 
are people in other places who have 
represented otherwise. I do not sup-
pose the present witne81 speaks for all 
of them. 

Shri MorarJI Desai: I do not see 
what you lose if more time is given to 
some people. 

Shrl Purl: At least an assurance may 
be given that in the rules it wi11 be 
provided. The difficulty is where the 
ships ar€' loaded, say, from Vishllka-
patnam or Rangoon, the manifest may 
not arrive before the ships arrive. We 



W'ant. therefore, that there should be 
'8 uniform procedure. It may be provid-
ed that the manifest may be delivered 
W'ithln 24 working hours from the 
arrival of the ship, because the next 
day may be a holiday. 

Shri Morarjl Dtlsal: We will see what 
is neceSl'lary to ,be done. This makes 
it a little bit len rigid. 

Sbrl Debejla: In the previous Act 
also, the power is discretionary.' 

Shrl Pm: If it can be provided in 
the rules, I will be too glad. 

SbrI MorarJI Desai: I do not see 
that there is any hardship; it only 
removes hardship. 

Sbri Debejla: Some get so used to 
one thing that even a thing which il 
better may look bad 

Sbri Purl: Certainly not; I beg to 
diJfer from you. It is not fair. 

Shri Mora.rjt Deaal: There is nothing 
unfair in that; generall that is the 
practice. 

Sbri Purl: We only suggest that 
there may be a uniform procedure 
rather than leave it to the discretion 
of the offtcers. 

Sbri DebeJIa: Uniformity in admin-
istration can best be brought about by 
supervision. 

Dr. L. M. Sinrhvl: Does not the wit-
ness think that it is not necessarily to 
be provided in the Statute? If there 
is any difftculty, the department can 
easily take care of it. As it is, the 
circumstances are easier for them 
rather than onerous. 

Shri Morarjl Desai: He does not 
mind if it is provided in the rules. 
He has said sa. 

Sbri Purl: My next submission is 
that in clauses 30(2) and 41(2), the 
words "to the best of his information, 
knowledge and belief" should be added. 

Dr. L. M. Slnl'bvl: FIe.is always 
free to make a further declaration that 
it is to the best of his information, 
knowled'ge and belief. 
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Sbri MorarJl DesaI: How can it be 
put down here. You can always Bay 
that the declaration is to the best of 
your information, knowledge and be-
lief. 

Sbri Purl: All the M!lllHests are 
made from the Manifests which are 
received from the port of shipment. 

Sbrl MorarJI Desal: You have to 
take care to see that they are 110t 
wrong. 

Shrl Pari: That is done. 

Sbrl MorarJI Desai: That is enough. 
Then I do not think there is any 
danger. 

Sbri DeheJIa: Sub-clause (3) SP.YS: 

"If the proper officer is satisfied 
that the import manifest or import 
report is in any way incorrect or 
incomplete, and that there was no 
fradulent intention, he maJi permit 
it to be amended or supplement-
ed." 

8hr1 Purl: That is something else. 
That is where mark$ and numbers may 
be wrong. 

Shri Morarjl Desai: If the officer is 
satisfied that there was no fraduJent 
intention, he may permit it to be 
amended. 

Mr. Forman: It is not COlT'eCt to add 
anything in writing on a printed de-
claration form. 

Shri MorarJI Desai: What you fare 
going to say is truth. Sub-clause (3) 
provides that if the intention was not 
fradulent then it can be amendetl, We 
cannot qualify truth like this. What 
about 41(2)? 

Sbrl Purl: We would like to havE' a 
uniform procedure laid down. 

Sbri Morarjt Desai: We are saying 
"minimum of three days and a maxi-
mum of seven days". 

Shri Purl: That would be all right. 

Then We come to clause 42(2)(c). 
We would humbly submit that 88 the 
shipping companies cannot submit all 



shipping bills at the time of port 
clearance this clause should not be 
there. All this information is being 
given in the requirements under 
clause 41. How can We submit ship-
ping bills? They are l'etained by the 
customs authorities. This is according 
to the represent practice. An AUow 
Order is given on the dock challan. It 
should not be a condition that the 
shipping companies must produce 
shipping bills or bills of export at the 
time of port clearance. The shipping 
bills are presented to the customs au-
thorities by the exporters themselves. 
We do not come in the picture at all. 

Shrt MorarjI DesaI: Why should this 
be a condition on the :;hipping com-
panies? 

Shri Abrol: The normal procedure is 
that the shipping companies get the 
authority from the person concerned 
that such and such goods could be 
taken on board. Only after &eeing 
that endorsement the carrier is al-
lowed to take the goods on board. 
When the goods are put on the board 
the carrier takes the shipping bill. We 
only want him. to give :t back 80 that 
we may chesck it. It is only in the 
case of shipments ex-lightf>rs that the 
shipping bUla are not given and part 
order are given. 

Shri Pari: The practice is that the 
shipping bills are presented to the 
customs officers in the docks by the 
shippers. Thereafter the Port Com-
missioners take the dock challan to the 
customs authorities who givt: the per-
mit. The shipping companies do not 
take the shipping bills in their posses-
sion and, therefore, they are not in a 
position to present them. 

Shrl Abrol: I am afraid you are 
talking only about the ex-ligheter ship-
ments in Calcutta. We are provlding 
for the "nonnal shipments that are tak-
ing place in Bombay aDd Madras 
where goods are loaded from the 
shore. 

8hrI Pari: Even where goods are 
loaded trom the shore shipping bills 
are not given to the shipping compan-
Sel at Calcutta. 

74 

Sbri Abrol: I am afraid you are-
talking only of Calcutta port. 

Shri Morarjl Desai: What happens" 
at that port? This will apply to the-
Calcutta port also. 

Shrt Abrol: In that case the ship-
ping bills will be with us" 

Shrl MorarJt Desai: -.vhy is it neces-
sary to provide this here? 

Sbrt Abrol: This ia the authori~ for' 
the carrier to take goods on boerd, 
otherwise they will not be allowed to 
take the goods on board. How is the 
carrier to know that sOme goods have 
been passed? Unless the authority is. 
with him how can we check and make 
the levy? 

Shrl Morarjl Desal: If the bills are. 
not with him the proper officer will not 
ask him. 

Sbrl Purl: The shipping bills are not 
submitted to the shipping companies 
at all. They are given to the customs; 
Allow Orders are given on the dock 
chaUan. 

Shrt MorarJI Desai: Without the bUY 
of export how can a .ship 1:>e .U()W(Od 
to &01 

Shri Parl: The shipping bills are 
kept with the customs offtcers. We dQ' 
not take possession of the shipping 
bills at all. We just get an allow order-
on the basis of the dock challan. 

Sbri DebeJIB: Kindly see clause 40' 
of the Bill which says: 

"The person-in-charge of a oon-
veyance shall not pennit the load-
ing at a customs station unless a 
shipping bill Or bill of export or a 
bill of transhipment, as the case 
may be, duly passed by the pro-
per officer, has been banded over 
to him by the exporter;". 

8hrl Pari: I quite agree that nO' 
cargo can be loaded unless and untfl 
a shipping ,bill has been passed by the 
Customs House. But according to the 
procedure the shipping bills are not 
presented. to the shipping companies 
but they go to the Customs ~mcer 8nc! 



to him the Port Commissioners ap-
proach for an allow order. 

SUI Dehejla: Will the witness kind-
ly read clauSe 40 which says: 

"The perlOl1-in..ehar,e of a con-
veyance ihall not permit the 
loading at a customs station-

<a> of export goods, other than 
baggage and mail bags, unless 8 
shipping bill or bill of export ... . 
has been handed over to him ..... OJ 

Shrl Moraril Desai: Therefore be 
tmust take it from the exporter and 
~ hand it over. It is a new provislon and 

you will have to adjust yourself to it. 
It is not an existing provision. You 
will have to take the uhippinlJ bill 
from the exporter; otherwise, you do 
not load it. 

Sbrl ParI: If this is going to be a 
new procedure, we will undertake to 
produce the shipping bill alon, with 
the EGM. In Bombay shipping bills 
etc. are nonnally submitted with the 
roM. 

Shrl Morarji Desai: This Is. new 
procedure. Therefore there is no 
question of the nonnal procedure. 
When a new provision is made, it will 
have to be carried out. 

. Sbri Abrol: The procedure at present 
is slightly different then what we have 
put in clause 40 which saYs that you 
will not take anything on board un-
less the shipping bill has been given 
to you. 

Shrl Puri: How do you expect me 
to produce 500 shipping bills on the 
day I get port clearance? I take port 
clearance from the Customs Collector 
48 hours ·before the sailing and I am 
still loading cargo. At the time the 
ship is to sail the EGM can be given. 

Sbri Morarjl Deal: There is no 
trouble, whether you give one bill or 
SOO bills. I do not see what difficulty 
is there i}l giving all the bills to-
gether. 

Shri Purl: How can it be posllble' 
when no cargo can be loaded without. 
proper ihipping bills? 

8hrl Morarjl Desai: That is what 
clause 40 provides, namely, that the' 
,bill must be given before a clearance 
can be given. 

Shri Purl: We cannot give the bills. 
at the time of port clearance because 
it is 48 hours before sailing and cargo, 
is still being loaded. 

Shri Morarji Desai: Why should it.· 
be given 48 hours earlier? It should 
be given before you go. 

8hri Abrol: It is cnly prepared." 
earlier. It is handed over to the ship .. 
after they have stopped taking any' 
further cargo. 

Shrl Puri: Port clearance is aI __ 
ways given earlier. If the ship is to· 
sail, say, at 4 O'clock in the morning, . 
how can you expect the customs station· 
to be open at that time? 

Sbri Debejla: It will 'lot be handed· 
over in the customs house itself and 
as the witness knows there are officara, 
present at the time of the lhip's sail- . 
ing. I do not suppose the witness is' 
as new as that. 

Sbri Puri: Is it the intention of the' 
framers of this particular clause that 
customs clearance will be given by the" 
Customs Officers on board the steamer 
before the ship sails? 

·Shri Moruji Deaa.l: It will not be· 
given on board the steamer but in the 
office. It should not be the duty of 
the Customs Officer to go on board the 
steamer and give it; it is your duty to 
take it from his office. 

Shrl Abrol: Just before you are 
wanting to sail wou will 1£0 to the offi-
cers who is in charge of the \vharf and . 
he will give it to you. 

Shrl Puri: If that is the intention, 
certainly I will still like to record 
that there might yet be difficulties. 

Shri Moradi Deeal: If lhere are any 
diftlcruties, if this causes any delay in.. 



'the ship leaving the port, we will cer-
1ainly remove those difficulties. You 
'Call tell those c:WIiculties to us. 

CI4U1e '14(1) 

Shrl ParI: The drawback OIl avi-
ation fuel should be hundred per cent. 
and not 95 per cent. as is permitted by 
this particular clause. It is an inter-
national obligation of India to exempt 
duty on fuel uputted On international 
aircraft. 

ShrI Morarjl Desai: If that is the 
rule, you must provide for hundred 
·per cent. 

Sbri ADaDd: We will ,naIte that. 

Shri Morarjl Desai: That particular 
provision will be made there. 

C14uae. Btl and 8'1 

Shrl Pari· It is humbly s~bmitted 
that ships whlch are permitted to have 
stores ex bond at the various ports 
should also be permitted to consume 
those stores while they are within the 
port limits. The present procedure is 
that whatever has been taken ex bond 
on a steamer is not permitted to be 
-consumed unless that steamer has 
sailed and has cleared c4f the Port 
limits. If this is done, it would be a 
:further facility for the ship's officers 
and crew. 

8br1 AbNI: The facility will flOW 
be available to a11 foreogn going ves-

• sels. The definition includes the period 
that the foreign-going vessel may 
spend in India provided that it only 
participates in foreign trade. 

Shrt Purl: From whatever bond the 
goods are taken at a particular port in 
Indian waters stores should be allOWEd 
to be consumed within the port itself. 
At present bond supplies are given 
to the ships but they are not tllowed 
to consums any such goods until and 
'Unless they have cleared the Port 
limits. 

Shrt Morarjl Desai: Clause 8'1 says: 

-Any Imported stores on board a 
veuet or afrcraft (other than 
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stores to which section 90 appliee) 
may, without payment of duty, be 
consumed thereon as stores during 
the periOd such vessel or .:lircraft 
is a foreign-going vessel or air-
craft." 

Shrl Purl: This facility is being 
I granted. I agree with",ou. But my 

reference is only to those stores which 
are taken ex-bond by steamers. They 
are not allowed to be consumed with-
in the port itself. 

Shrt MorarJI Desai: If they are not 
to pay duty on that, they cannot be 
allowed to consume that. 

Shrt Pari: Even if a ship is a foreign-
going ship? 

Shrl Morarjl Deul: Even then. If 
you take any new stores here, why 
should you consume them here? 

ISbrl Purl: But they are being sup-
plied ex-bond. 

8hrt MorarJI Desai: You may con-
sume other stores if you like. But (In 
these stores duty will have to be paid 
if You want to consume them. If you 
want to take the stores, you can take 
them; but you should not consume 
thoSe stores in this port because those 
stores are taken from this port. U a 
foreign-going ship purchases stores in 
this port, it must pay the duty. 

8Iui Purl: A foreign-going ship hu 
been allowed to buy stores from bond, 
especially stores which have been kept 
without payment of duty and are 
supplied on board the steamer under 
the customs. 

Shrt M. G. Abrol: Evidently, the 
witness has not examined Section 88 
which says as follows: 

"The provisions of section 69 and 
Chapter X sball apply to stores 
(other than those to which section 
90 applies) as they apply to other 
goods, subject to the modification 
that for the words "exPOrted to 
any place outside" or the word 
"eXiPOrted" wherever they occur, 
the words "taken on board any 
foreign-going vessel or aircraft u 
stores" shall be substituted." 



,The provisions of Section 69 will ap-
ply to lltorea also. 

ari Dehejla: The question is whe-
ther it is covered by the ~rcsent Act 
or not. 

Shri Morarji Deal: Clause 9 ap-
plies to Indian Navy only. 

Shrl Dehejla: This is with refel'Cll('e 
to Clauses 88 aDd 69. 

Shri Morarjl Desai: Why should not 
we bring it in one place? 

ShrI Dehejla: We can do it. 

Shrl MorarJI Desai: The intention is 
to allow them. We wilt r.ee that this IS 
clarifted. 

Shrl Purl: The shi;>s '.vhich are 
actually cominlE from abroad but for 
only one particular voyage are allow-
ed to trade on the Indian coast. They 
are the foreign ships and not the ships 
belonging to the Indian companies. We 
request that permission should also be 
given and suitable modifications may 
be made wherever this can be made in 
the chapter under stores tor stores 
without payment of duty. For CIne 
reason or other they have permitted 
the ship only to trade on the Indinn 
coast for just one single voyage only. 

8hrl Moradl Desai: Why should they 
have tree consumption? They sh.:>uld 
pay the duty. 

Shrl Purl: The consumption should be 
without payment of duty. 

Shri Morarjl Desai: I don't think 
that is right. Foreign ships have a lot 
of advantage over our ships. I don't 
want to give anything more. (Inter-
ruptions) . He is asllting for one more 
privilege. Why should ,anybody not 
ask for more? 

Shri Pwi: I wjlJ explain it again. 
No foreign ship is nllowed to ply with-
out the prior permISSIon of the 
Director-General of Shipping (lr the 
Ministry of Transport or Aviation. 
wlhichever Ministry controls it. of that 
country. 

Shri Morarji Desai: They may allow. 
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Shri Abrol: The countrie9 of' 

Australia, Canada and U.S.A lire' 
cbargJng; ):Iuty when.evar there is 
coastal trade. 

ShrI Puri: I don't know. The ship 
has gone on only one tingle voyage 
under a specified licence from the 
Director of Shipping. 

Shrt Morarji Desai: One more con-
cession. That is all 

Shrl MalKda: Has the witness in 
mind any international convention 
which regulates such Ihings? Is this' 
done in England? 

·Shrl Purl: In England this is done. 
They are going free of duty. it :l ship 
of any other country is allowed under 
special circumstances to carry on coas- . 
tal trade for one or two voyages. That 
is what I say. 

Shrt Morarjl Desai: I don't think any 
ship of India will be allowod to do· 
that. This concession should not be 
given. 

Mr. Forman: I wish to say something: 
referring to clause 105 read in conjunc-
tion 1Vith clause 110. It is our view 
that the officers should accept the 
responsibility also if they are going to 
accept these powers. They must be 
prepared to accept the responsibility 
too. Therefore, we have made a re-
commendation in our Memorandum 
as follows: 

"All goods seized a'nd all docu-
ments and things seized shall be 
in the charge of the Assistant 
Collector of Customs who shall be 
responsible for their safe custody". 

Shri MorarJi lffloIal: Thev should be' 
responsible for safe custody. 

Mr. Forrman: Then we have ~uggest-­
ed: 

"The person from whose custody 
the goods, documents. or things 
are seized, or on whom an order is 
served under this sec tion sha U 
forthwith be informed in writing 
of the nature of the offence by 



· virtUe of which the goods are be-
lievecl to be liable to conflIcation 
or to which the proceedings under 
th1a Act relate and he may forth-
with apply to the Assistant Col-
lector of Customs to decide whe-
ther there is a case to investigate." 

""This is what we have suggested. Then 
'-we say: 

"If the Collector of Customs 
shall thereupon decide that there 
is no case to investigate he shall 

· caWie the goods, documents or 
things to be immediately returned 
to the persons from whose custody 

· they were seized, and shall cancel 
any order served on such person 
under this Act and if he shall de-
cide that there is a case to investi-
gate he shall direct proceedings to 
be commenced and R show-cHuse 
notice to be issued within such 
periOd not exceeding one month 
as he may deem fit and if pro-
ceedings are not commenced Or a 
show-cause notice issued within 
. such period he shall order the 
immediate return of the goods, 
documents or things and cancel 
any order served on such person". 

'"This is what we have stated in COl1-
nection with clause 110 read in con-
junctiOn with clause 105. 

8hrl Morarjl Desai: Wherefrom are 
you reading? 

Mr. Fonrum: This is from our Mem-
orandum. We wish to ensure that 
there is no hardship. That is our 
point. 

8hri Morarjl Desai: U there is abuse 
of power, we will 'tlunish the man. 

Mr. Forman: There are some hurd-
·ships. 

8hri Morarji Desai: We will remove 
the hardship. Every ·)ftlcer has to do 
his duty. They are responsible to 

tGovermnent for that Every officer 
has to do his duty. Otherwise, it will 
mean that no oftlcer will do his duty. 
1n all their transactions which they 
-do, if the action is bonaftde, they are 
;alI protected. 
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Mr. Forman: The Ch!lmber has sUI-
ge~ted that there should be a very 
thorough examination before this is 
done. 

8hrl MorarJI Desai: When certaIn 
things are happening, when we find 
that foreign people are com in, with 
gold etc., we cannot take any ~isk. 
How can anybody take any risk? 
Therefore, that must Qot happen. But 
if any officer behaves wrongly, then we 
will certainly deal with him.. He will 
be removed from service. That will be 
a sufficient check. I do not lhink you 
need to be afraid. We will certainly 
deal with them rigorously. 

Mr. Forman: That is right. If you 
are satisfied, it is all tight. 

Clause 115-Confiscation of con-
veyances. 

Here again the Chamber feels that 
perhaps innocent persons may suffl'r. 
Smuggling may have been done with-
out their knowledge. They may not 
have suftlcient proof with them.. Then, 
Sir; this clause is based on the situ-
ation which obtained in U.K. a couple 
of hundred years ago. There used to 
be smug,gling. Actually one ship was 
siezed. 

Shri Moraril Desai: That is a diff-
erent thing altogether. They were 
called pirates, not smugglers. 1'nat 
was a different thing. We are not go-
ing on that basis. We are going here 
on the basis of ships which have come 
here with gold aDd other things. 

Mr. Forman: In many cases owners 
of the ships have been co-operatin'g 
with the Government. 

8hri MorarJi Deea1: Then we also 
help them, if they are co-operative. 

8hrl Dehejla: May I mention one 
• thing. The owners Of the ships may 

not know it, but what about the other 
oftlcers of the llhips and their em-
ployees? 

Mr. Forman: I am not trying to 
condone 9Jnuggling. 

Shrl Morarjl Deaal: If we find that 
that has been done only by 'some 
person without the knowledge of the 



.oftlcera of the ship, we will not do it. 
11 they cannot prove that it was done 
without their knowledge, then we will 
have to forfeit the ;;hip. Otherwise, 
1bey would not take very great care. 

Mr. Forman: There was a recent 
case where a foreign ship had been 
confiscated and it cost them a lot. 

Sbrl DebeJIa: Do you think that in 
that ship a saloon panelling could 
have been removed and new panelling 
done without the knowledge of the 
officers of the ship? 

Shrl MorarJI D ...... : How could that 
have been done without the knowledge 
of the superior people? We have got 
to give most exemplary punishment 
We have got to check them and make 
it impossible for these things to go 
on. 

Mr. Forman: I am merely suggest-
ing that innocent people should not be 
punished. 

Shrl MorarJI Desai: That will be a 
matter of consideration afterwards, not 
in a law. 

Mr. Fol'llWl: Anyhow, if I r.lay say 
'SO, the Chamber has made this point. 

Sbrl Morarji Desai: The Chamber 
must do it. I have no quarrel with 
the Chamber. 

Sbrl ParI: These ships have got so 
many cavities and if in a small place 
somebody hid a diamond or somethinl 
else the owner of the ship who is 
ten 'thousand miles away is punished. 

Sbri Desai: It is not the question 
of one diamond. We can u.nderstand 
that. It is lar.ge acaIe smuggling, tha.t 
one has to think of. Do not think 
that Government is going to deal with 
people so harshly without any reason. 
That "''')uJd not be done. Gold worth 
crores of rupees is smuggled. It can-
not go on like that. 

Any other point? We have already 
given you more than an hour. 

Mr. Forman: Only one or two points 
more. 

Shrl Morarjl DesaI: At the begin-
Ding you said you had only two or 
three points. Now it is lengtheniJlg to 
more points. 

Sbrl ParI: Clause 116. In the ori-
ginal Act, it was provided that if allY 
package is shortland.ed, the penalty 
would be twice the amount of duty and 
where the duty cannot be assessed, 
the penalty will be Rs. 500 per pack-
age. That safeguard has unfortunately 
been removed. 

Shrl MorarjI DesaI: We do not want 
to provide safeguards for these things. 

Shrl Purl: Are we to understand that 
the penalty will be charged on the 
basis of actual duty or it will be charg-
ed on an ad hoc basis? I am askinl 
this because unfortunately at present 
the Customs officers are charging pen-
alty upto the tune of Rs. 10,000 per 
package. 

Sbrl Morarji Desai: I would tell them 
to charge even Rs. 20,000 even if it is 
the value of Rs. 500. That is not on 
the actual value of a particular pa('k-
age. It is only that particular }:Iack-
age which is found. Many other pack-
ages may have gone without anybody-'s 
notice. The punishment should be 
very very prohibiti ve. 

Sbrl Purl: I agree with you. But 
where the duty cannot be assessed, 
there must be a safeguard that it 
should be so much per package. Would 
you suggest that it should be left to 
the discretion of the Customs authori-
ties? 

Shrl Morarji Desai: As it i!'; here. 
The amount is mentioned. 

Sbrl ParI: I want to know what will 
happen where the duty cannot be asses-
aed. , 

Shrl Morarjl Desai:' It can be as-
sessed. 

Sbrl Puri: What about the cases 
where the duty cannot be assessed? 



Ad Moradl Deaal: Why can it not 
be assessed? 

6Iarl Purl: Then it is all right. It 
should not be done on an ad hoc 
basis. That is my submisslon. 

Shri Morarj1 Desai: If the duty 
cannot be assessed, then no fine can 
be levied. 

Mr. PormaD: Clause 140-Offences 
by companies. 

Here r would respectfully submit 
that our responsibility here s}o-Ould be 
the same as it obtains under the Com-
panies .Act. Sub-clause (1) says: 

... , .. responsible to the Company 
for the conduct of business of the 
company ..... "; 

anci sub-clause (2) says: 

...... attributable to any negligence 
on the part of any director, mana-
ger, secretary or .,ther officer of 
the company ..... ". 

Sbri Morarji Desai: Same thing is 
there in sub-clause (2). Thls is the 
same thing. There is .10 differer.ce. 

Mr. Forman: Clause 147-this relates 
to the responsibility of the importer 
vis-a-vis the agent. I may say that 
importers are not in collusion with 
dishonest agents. 

Shri Morarji Desai: Agents say that 
they are not in collusion with dis-
honest importers. That is what the 
agent said who came just before you. 
What am I to do? We will deal with 
persons who are dishonest. That is 
all we are going to do. Unfortunately, 
any side being dishonest makes my 
omcers dishonest. That is my diffi-
culty. 

I think, that is all. 

Mr. Forman: We thank you very 
much. 

Shri Pari: We are grateful to you 
for giving us a very patient hearing. 
Thank you. 

Chairman: Thank you. 

(The witnesses then withdretD) 

IU. TIm BollllBAY CUSTOM Housa 
CLllWllN:G AoD'l'B' AssocIATION, 

.. BOMBAY. 

Spokesmen: 

1. Shri K. D. Pathak. 

2. Sbri 14. T. Bandivdekar. 

(Witnesses were caLted in and theV 
took their seats). 

ChaJribaIl: We have got your mem-
orandum which has been circUlated to 
the Members of the Committee. If 
you have got anything further to add, 
you may do so. 

8hrl Pathak: We shall first take up· 
clause 13. We have said that the im-
porter should not be made liable to 
pay duty on pilfered goods, because 
after UDloading and before clearance 
the goods are lying either in the cus-
tody of the Customs or the Port Com-
missioners, in major ports, or it may 
be in the custody Qf the steamer 
agents or the State Government offi-
cers at· minor ports. We have ~aid that 
since the importer has no control over 
the goods after they 'ire unloaded and 
before clearance, he should not be 
made liable to pay the duty on them. 
When a vessel which brings the cargo 
comes, it cannot discharge it, or even 
berth at any other places except the 
one nominated by the Customs. The 
vessel has to come at the place nomi-
nated by the Customs. It has to file 
a manifest immediately on arrival with 
the Customs; it has to discharge cargo 
uncler the supervision of the Customs 
and the cargo would be delivered to 
the person nominated by the customs 
and not the importer. So l'ight from 
the time the cargo is received, it is in 
the custody of persons other than the 
importer and the importer has absolute-
ly no control over the goods. When 
the cargo is lying in the custody of a 
person other than the importer uver 
which he has no control, to sUy lhat 
he has to pay the duty even On pil-
ferred goods, is not fair. 

0haI.nnan: This point has been urg-
ed by every witness. It has t(\ he 
considered. 



8IIrI Pathak: We do not know what 
the others have said. If the Com-
mittee thinks that it should not be 
prolonged, I shall iO to the next 
point. 

Mr. Chairman: The Committee will 
eonsider it. 

8IarI B. R. Bbqat: We have to con-
.sider where the goods are consumed. 
Moreover the bulk of the cargo is 
iDaured. 

8brI Pathak: The goods are definite-
ly consumed, but it goes into some-

body else's hands, except the importer. 
"'l'o hold the importer liable to pay 
the duty is not correct, according to 
us. 

8brI B. R. Bhapt: The point of col-
tu.ioo is there. It has to be taken 
DOte of. 

8Iari Pathak: That has to be estab-
liIbed. 

8IarI Dehejia: There are some goods 
wlUch can be used by certain parties 
.only. There may be part of a machine 
which can be used only by an assem-
bler of machines. There are so many 
factors to be considered. 

8bri Pathak: Can it be said definite-
ly that it has gone into the hands of 
the importer. . 

Cbalrman: This is a point which 
has been made ,by everybody and all 
aapects of it will be considered. You 
may rest assured that we shall ,give 
the fullest consideration to this mat-
ter. 

8bri Sbankaraiya: The Clearing 
Agents will be knowing the whole 
thing with regard to the removal of 
the goods. Can they give any infor-
mation or throw some light as to how 
this pilferage takes place and hOW it 
can be prevented'! 

ISItri Bandivdekar: The position in 
the Bombay Port particularly is that 
the goods are landed .~nd a Il'lanifest 
Ja submitted to the Customs and the 
Port Trust. From the CustomJ it is 
DOt possible for the people to know 
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anything. But the :!opy thaI; is sub-
mitted to the Port Trust goes into 
various hands and those who want to 
take unfair advantage of it will know 
what goods are received by a parti-
cular steamer aDd landed frr,m that 
ship. From there they can find the 
marks and numbers of cases-whether 
it is ball-bearing goods or cycle chains 
and so on. Some control or some sort 
of machinery has to be evolved there, 
sa that the information that goes into 
the hands of the Port authorities can 
remain confidential and ruay not be 
misused. 

Sbrl B. R. Bhagat: Only those goods 
which are not cleared quickly and are 
lying ,there for a period are generally 
pilfered. It is the responsibility of 
the clearing agents also to clear them 
speedily. They lie in the dock for a 
number Of days. So they have also 
some responsibility in this matter. 

Shri Bandivdekar: The clearing 
agents have no information about 
these. They have no access to the 
manifest. The manifiest goes into the 
hands of some authorities, and they 
know the entire thing. From there it 
is possible for others to know. 

Shri Pathak: You have mentioned 
about speedy clearance. 

Shri B. R. Bbagat: Pilferage takes 
place only because there is IIlO quick 
clearance and the goods are lying 
there. 

Shri DeheJIa: Therefore, speedy 
clearance will prevent pilferage. 

Shri Pathak: I have to say some-
thing on that, because it is not in the 
interests either of the impoJ;,ter or 
the clearing agent to retain the goods 
in the Port Trust area if they can clear 
them speedily. But there are certain 
hurdles regarding detention due to 
the Customs procedure or the ITC for-
malities. And this procedure same-
times takes a very long time and the 
goods lie there pending the finalisation 
of the Customs documents. It is not 
that they are purposely using the Port 
Trust sheds as warehouses or godoWDI. 



Shrl Debejla: Would it be true in 
. au cases? 

Sbri Patb.ak: I should think so. 
Sbrl Debejla: There are a number 

of causel known to you or to the 
people associated with the Customs 
operations: there are a variety of 
reasona for which the goods remain 
uncleared. 

Sbri Pathak: The variety of reasons 
1s only so far as the Customs and ITC 
procedure are concerned. There is no 
other reason why they should lie in 
the docks. 

Shrl Debejia: People who want to 
smuggle can have different consign-
ments with the same marks. When 
one is unloaded it may have the same 
marks as another, and while clearance 
may be obtained for the first one they 
wait and actually clear the second. 

Shrt Patllak: It may be that in cer-
tain cases there may be a collusion 
between the importer and the pil-
ferers, and the POrt authorities. But 
that is not true in all cases. 

Sbrl Debejla: That is just the point 
I put to you, that there can be ex-
ceptional cases where the importer 
also is responsible. The ownership 
remains with the importer all the 
time even though the custody is with 
the Port Trust or the port authorities. 
When COOds are lo.t from' the impor-
ter's ownership, though they may be 
in the custody of somebody elle-
maybe his agent Or friend_he suffers 
the loss. 

Shrl Morarka: The loss is all right. 
Here he pays duty over and above 
that. 

Shri Pathak: An exception does not 
prove the rule. In exceptional cases 1 
do admit that it may be so, but not 
in all cases. 

Shrl DeheJia: There can be a. provi-
sion that duty will be paid imme-
diately on presentation of thebUl of 
entry. And then the goods are lo.t. 
What will happen? We do alot have 
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it because that will cause hardship. If , 
tile duty is required to be paid ~ alone 

with the bill Of entry, what would 
happen? Nothing. 

Sbrt Pathak: Then the Customs 
should refund the duty. 

Chalrmaa: This is, only to provide 
for such exceptional cases. But we 
will consider all this. 

Sbrl Dehejla: We have undertaken 
to consider all the cill!erent combina-
lions of circumstances that may ariIe. 

CbaJnaaD: You may take up onl7 
the important points. I think you are 
mostly conce11lled with clause 147. 

Shrl Pathak: Yes, Sir, clauses 1" 
and 28. 

Cbalrmaa: Instead of going into all 
the general provisions I suggest you 
refer to such clauses as apply to you 
in your capacity a8 clearing agents. 

,Sbri Pathak: Very well, Sir. I will 
take up clause 147 read with clause 
28. 

U.nder clause 147(3) the Custom 
HouseAaents are deemed owners of 
the goods becaule they clear on be-
half of .the importers. Before I pro-
ceed with this point I think I wou1cl 
not be wrong if I give a background 
of the clearing agents' trade. W. have 
been given a licence by the Customa 
after examination Of all the proofs 
and we have been authoriaect to pro-
cess the documents with the Customs. 
By virtue of our licence we have been 
authorised to clear the conaignmenta 
Qn behalf of the importers. The im-
porter comes to the clearing agent and 
says, "I have got these goods, please 
clear these goods." We take the 
documents, present the bill of entry 
and process it through the Customs, 
get the goods cleared and hand them 
over to the importer. 

The moment the goods are handed 
over to the importer the connection or 
the relation between the clearIn, 
agent and the importer ceases. Accor-
ding to the code of conduct immedia-
tely the goods are cleared we have 
settled his accounts and squared up 
everythJng, and the m·oment tl'&ll .. 



clone the relationship between the 
clearing agent and the importer is 
over. Because, the importer is not 
bound to give h1a subsequent consIgn-
ment to the same clearing agent. He 
can give it to anybody. He may give 
it to the same man or to anybody else. 
He is absolutely free. 

So this is a case of casual employ-
ment. It is not a permanent agency 
as between the importer and the 
clearing agent, because he· is concern-
ed only with the particular consign-
ment, and the clearing agent has not 
been given a general lien on· their 
good$. Suppose any money is due 
to the clearing agent after that from 
the importer, he carmot detain his 
subsequent consignment or anything. 
The moment his accounts are squared 
up, the relation between the clearing 
agent and the importer ceases. 

Chairman: What is it you want to be 
done? 

Shrl Pathak: In clause 147(3) a lia-
bility is being created that the moment 
we clear the goods on behalf of the 
importer we become deemed owners 
of the goods, a.nd whatever liabilities 
there are the S8'me attach to the clear-
ing agents. 

CbaIrmaD: For that particular con-
signment of 100ds your liability is 
there for whatever acts of omissions 
and commissions there are. 

Shrl Pathak: The penalty on the im-
porter, even the imprisonment, at-
taches to the clearing agent? What-
ever the liability of the importer, 
that liability has been attached to the 
clearing agent only because he has 
cleared that particular consignment. 
As I told you, once the consignment 
is cleared and the goods are delivered 
to the importer, there is nothing in 
the hands of the clearing agents if 
subsequently, a liability has been 
created by the Customs. 

Chainnan: Subsequent liability only 
as regards that particular consign-
ment. 

a 
8Jar1 DeheJIa: Suppose there II • 

mis-statement? 

CbairlDalv. Simply because you have 
handed over, you cannot escape. 

Shrj Pathak.: Suppose the mis-state-
ment is on the part of the importer. 
After the goods have beern delivered, 
after the relationship between the 
clearing agent and the importer ceases, 
the importer will say, I am· not going 
to pay anything, let the clearing 
agent pay. 

Shrt Dehejia: May I put it this way? 
Liability arises out of a thing done 
while your contract lasted. These 
things are done while you are acUng 
as the agent. A declaration is given 
suppressing certain things. May be 
by the importer, may be by the clear-
ing agent. We are not fixing the J;es-
ponsibility. That may come to light 
subsequently. The fact that he has 
ceased to be your customer does not 
mean that the action has ceased to be 
yours Or of your customer at the re-
levant time. . . . 

Shrl Pathak: That is not the point. 

Shrl DeheJIa: I realise what you say 
that you have no hold on the customer 
subsequently. That is quite true. But, 
these things have occurred when you 
had the relationship Of customer and 
agent. 

Shri Pathak: Actually, the point is, 
we do not act as the agent of the 
importer. We clear the consignments 
by virtue of our profession, holding a 
licence of the Customs House. 

Shri Dehejia: Licence as clearing 
agent. Whose agent? 

Shrj Pathak: Customs House. 

Shri Dehejia: They have no agents. 
They have nothing to do. Kindly con-
sider the basic point. You are 
appointed agent by the importer. The 
Customs recognise you. You do not 
become an agent of the Customs. You 
are an agent of the importer. Can 
there be any doubt on that? 



Shri BaDdivdekar: This provision 
is there already in the previous Act. 
The Customs authorities authorise the 
Customs house agents. Certain rules 
have been prescribed. We sign the 
bill of entry, We process it, we pay 
the duty, we deliver the goods. After 
that, we have to hand over all the 
documents to the importer. There is 
nothing with us. If some questions 
are raised at that time, we can say 
what is the correct position. Actually, 
after a yea·r or two, it will be im-
possible for us without the documents 
to point out whether it was a mis-
statement or a collusion. Because, by 
that time, the invoice, the bill of 

• lading, duty bill, all the documents 
are retul'lned to the importer. Under 
that section, there are rules which 
enjoin on us that we have to give a 
fac:tual account to the importer. If we 
want to keep a deposit from the im-
porter for whom we clear, that also 
we cannot do. The result is, merely 
because we have signed a bill of entry 
for the sake of Rs. 5 or RI. 10 per 
case-these are the charges in Bom-
bay-we take responsibiUty for a very 
huge amount. Clause 28 is coupled 
with clause 147. That clause says 
that if there is collusion or mis-state-
ment, notice can be given for an un-
limited time for a number of years. 
Actually, the position is, all those 
documents we cannot keep with our-
selves. How can we meet the de-
mand? That is the difticulty. 

Shrl Dehejla: It is not as if only the 
agents are being held liable. The lia-
bility is fixed On both the importer as 
well as the clearing agent. In quite 
a number of cases, to the Customs 
authorities, the importer may be no-
thing more than a name. He would 
be known to you. Somebody may have 
signed; he must have taken instruc-
tions, so that he is known to you. He 
is not known to the Customs at all. 
The Customs know ABC Co. They 
may 110t know whether ABC Co. 
exists; the clearing agent knows. 

,8hr( Bandiv4ekar: Actually +.he 
position is, the documents are receiv-
ed through banks for large number of 
eonl1gnments which are consigned to 
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up-country importers. In such cases 
the clearing agent does not know who 
is the importer. Only through corres-
pondence through banks these things 
come. Ultimately, if this responsi-
bility is to be fastened on the clear-
ing agents, we will have to ask the 
importer or the bank to sign the bill 
of entry. That will be impossible. For 
example, a bank i.n Delhi cannot sian 
a bill of entry. We have to send the 
bill of entry forms to Delhi to get 
them signed. Expeditious clearance 
will not be possible. 

Shrl Deb.ejla: Bill of entry forms ~ 
available. 

Shri IIaDdlv4ekar: Forms are avall-
able. These forms have to be signed. 
At the present moment, except sign-
ing bills of entries, while processin" 
we have to make a number of declara-
tions. 

Shrl Morarka: May I ask, clause 
147-(3) is not a new provision; it is an 
already existing provision. 

ShrI II. B ...... t: Formerly it wu 
section 4. 1 think it was challenged 
and it went up to the Supreme Court. 
The Supreme Court decided that this 
provision is not improper. It is quite 
a proper provision. The principle of 
the equity Of it has been decided by 
the Supreme Court. So far as prac:t.i-
cability is concerned, we do not know 
the importer. You act as agent. You 
take all the responsibility for any mis-
statement. It is not as if it is absolute 
responsibility Ln the sense that you 
will be charged for anything. It is a 
single transaction. If you take care 
to see that there is no mistake, if you 
scrutinise carefully, if you take care 
to see that there is no mis-statement 
Or under-valuation and that all the 
statements are truthful, nothing will 
happen. No liability will come to you. 
I do not think even from the equity 
or practicability points of view, there 
is any objection. 

Shrl Pathak: If 1 have read the 
judgment of tpe Supreme Court right-
ly, I do not think they have consi-
dered the propriety of section '" They 
have said that since section 4 is there, 



aceordin, to section 4, the clearing 
agents are responsible. They have 
not commented anything on the pro-
priety or nnpropriety of section 4. 

ShrI Morarka: Apart from the ques-
tion that the hon. Deputy Minister put 
to you, may I kinow, in your experi-
ence, in actual practice, have clearing 
agents ever been made responsible for 
defaults committed like the one con-
templated here? Has the clea.rlnc 
agent suftered ally loss and if so, iD 
how many cases? Or, are you dis-
cussing theoretically? 

8brl Bandivdekar: In orie case, I 
know. a cess charge was recovered 
tt. the tune of Rs. 32,000 from the 
clearing agent. The clearing agent 
was a big man. 

Shrl Morarka: One case in 80 years, 

SbrJ BandJvdekar: There were so 
many cases. That was a big case. 

Chairman: Just as you are trying to 
shift responsibility, they may also 
try. 

Shri B. R. Bhagat: Neither you nor 
the importer should be responsible: 
what do yoU suggest? 

Shrl Bandivdekar: The procedure 
has become so complicated. TherE-
is smuggling as it is said. Actually, 
in the case of semi-finished goods also 
mostly machinery. there are compli-
cations. While dealing with all these 
complications, if the clearing agents 
are held responsible for anything that 
is wrong, really, it becomes difficult. 

Chairman: The section says, the 
the clearing agent, the importer, 
owner, all of them will be responsible. 
You prove who is responsible. You 
can certainly safeguard your interests. 

Shrl Bade: Clause 147 only says 
that if an agent does something, lia-
bility will go to the importer or owner. 

Shri Bandlvdekar: There is sub~ 
clause (3). 

Shri Bacle: The importer will be 
responsible for that. 
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Shrl Pathak: What about 147(3). 

Cha1rman: You can prove that such 
and such person is the owner or im-
porter. 

Shd Bandivdetar: Our difficulty 18 
that if the liability comes later on. we 
have no papers. 

Shrl Ramanathan Chettlar: 
copies. 

Keep 

Shri Bandivdekar: It is difficult to 
keep copies of invoices etc. 

Shrl Raman Chettiar: You can talk 
to the importer about it. 

Chairman: You can show that you 
are not responsible. 

Shri Himatsingka: This provision 
is already there. 

Sbri Pathak: We have protested 
against this even before. 

Shrl Bandivdekar: We have; come 
before the framers to plead that some 
relief shOUld be given. 

Shl'i B. R. Bhagat: Apart from ap-
prehended fear, is there any adual 
case of hardship? 

Shri Bandivdekar: Yes. 
Chairman: Only one. 

Shri Prabhat Kar: Even in that c?se, 
what was the time-lag? 

Shri Bandivdekar: We are in exist-
ence as an association for some years. 
We have not been keepinl any fE--
cord. At that time, these were also 
negligible. But during the last few 
years, the rates of duty have increas-
ed considerably on some items. It is 
even 600 per cent. 

Shrl B. R. Dhagat: You will appre-
!'~ate that we cannot always realise 
duty from the importer. So we can 
realise it only from the clearing agent. 

Shri Bandivdekar: Formerly, there 
was no provision while taking a bond 
from the clearing agent. Now that 
provision has been made to the enect 
that if the amount has to be realis-



ed, it can be appropriated from the 
deposit amount of the clearinl ag'!nt. 

CbairmaD: If there are cases of 
harassment, you can go up in appeal. 
Have you taken up any' such cases in 
appeal? 

Shri Bandlvdekar: This has recent-
ly been introduced. Formerly while 
giving the bond, this was not tho\'e. 
This new provision was introduced 
only a couple of years ago. 

Shrl Pathak: Our prayer is only 
this, that we should be treated in the 
same category as chartered account-
ants or lawyers, and this Hability 
should not be imposed on us. 

Shri B. B. Bha,at: Do you not 
think that the combined effect of (2) 
and (3) as they are worded is to make 
you less liable than before? 

Shri Pat1llak: (3) is only a repeti-
tion of the original section 4. (2) i. 
an addition. 

Shri B. B. Dba,at: It is less onerous. 

Sbrl Patbak: We do not want to 
have any liability on this account. 

Shrl Bandlvdekar: The clearing 
agents are not even paid the amount 
of duty by the importer. That is the 
position. 

Sbrl NareDdra SIDrh MahIda: You 
should change your designation from 
'clearing a~nts' to something else. 

Shrl Pathak: We agree that the 
clearing agent should be liable lor 
any misrepresentation or negligence 
on his part under section 132. But 
so far as the other liabilities are con-
cerned which arise on account of the 
importers or the customs, he should 
not be made responsible for them. 
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Sbrl B. L 1Ibap&: What are lhe 
faults of the importer which you 
would not know? • 

Sbrl Pathak: We go by the docu-
ments. We have no access to their 
books. The importer may be in 
Ludhiana or Amritsar. We only 80 
on the basis of documents ,iven to u' 
at the port. Nobody will allow us 
access to their books. 

Sbrl BaDdlvdekar: If the custODls 
authorities rigorously scrutinise the 
documents, we have absolutely no 
objection, because that is in our 
favour. But what happens so often 
is that the importer comes in a hurry 
and the customs people also pass thenl 
because the firm may be of good 
standing. Ultimately when the lja-
bility comes, the firm may not be in 
exitence. 

Then if the goods are detained by 
the customs, there is no provisIon 
either in the existing Act or in the 
Bill for issue of detention certificates. 
We suggest the inclusion of a clause 
after clause 144 to this ef!ecl 

Sbri B. B. Bhqat: Who ,ives such 
certiftcates? 

Shrl Baadivclekar: The custom~. 

Shrl Dehejia: I wonder whether 
such a provision can be inserted ita 

. this Bill. It is within the discretior. 
of the Port Trust to accept it or nl)t. 
In matters of procedure like hiB, this 
Act. cannot bind them. It is beyond 
the purpose of this legislation. 

(The witnesse, then withd"etD) 
The Committe then Cldjoumecl. 
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(Witnesses weTe called in and thev 
took their Beats.) 

Cbalrman: We have got your memo-
randum, which has been circulated 
to the Members. If you want to 
supplement it, you may do so. 

Sbrl Mehta: With your kind per-
mission, we may be allowed to refer 
to several clauses which we have not 
touched in our memorandum. Parti-
cularly, in clause 11(2), among the 
purposes mentioned is: 

"(p) the carrying on of foreign 
trade in any goods by the State, 
or by a Corporation owned or-
controlled by the State to the ex-
clusion, complete Or partial, of 
citizens of India;" 

We feel that this purpose is likely to 
take away the basic or fundamental 
rights of the people to carry on law-
ful trade, because the Government 
might, by a notification, say that in 
certain commodities no private citi-
zen of India mieht trade, because 
elsewhere su1Bcient power is given to 
Government to issue a notification for 
purposes of security, maintenance of 
public order and etandards of de-
cency, morality etc. Normally such 
purposes are likely to be achieved 
even if this sub-clause (p.) is ex-
eluded. That is our first submission. 

4. Shri Chimanla1 C. Shah 
6. Shri p. Gopalakrishniah 
6. Shri Jayendra Mehta 

3. Shri p. Gopalakrishniah 
4. Shri Kanayalal Mehta 

Sbri Morarjl Deal: You can ,0 -. 
a court of law if it ~ a case of 
fundamental right. 

ShrJ Mehta: We do not wish to dO 
that. 

Sbrl Morarji Desai: I think yOU are 
totally wrong when you say that it is 
against fundamental rights, because it 
is being done even ·now. It is not a 
new thing which is being done. Ac-
cording to this nobody is going to be 
prohibited. In some cases, importa 
and exports have to be prohibited. 
How can you allow the two things 
together? U no citizen of India is 
allowed to import a particular com-
modity except the State Tracnn. 
Corporation, that has got to be said. 
That is all that is done. So also, only 
licensed importers are allowed, UD-
licensed importers are not allowed. 
What is the meaning of saying fun-
damental right? Shoul~ only a few 
people be liven monopoly? 

Shrl Mehta: I did not refer to fun-
damental right in a legal sense. I 
must apologise. 

Sbrl MorarJi Desat: You are entiU-
ed to say whatever yOU want. You 
need not apolopse at all. We are 
only trying to discuss. 

Shd Mehta: Our second 8ubmissioD 
is in regard to clause 13 yhieh says 
that if goods are lost due to pilfer-
age, the importer has to pay the duty 
On such goods. This has to be read 
with clause 23 where the Collector has 
been given powers of remission or 
duty in case goods are lost otherwlle 



than ,by pilferage etc. Pilferage is 
10 much rampant and so much on the 
increase at the portl, port trust pre-
mises, warehouses etc., that the im-
porter 101es-I am speaking on behalf 
of the manufacturers, we are more 
concerned with them-raw materials 
and components out of the very 
meagure quotas available to him. On 
account of it, production suffers, and 
on top of it he has also to pay duty 
on such pilfered goods. The goods are 
not in our possession. They are in 
the possession of the customs or port 
trust, and if there is a loss due to 
pilferage, why should we be penalis-
ed twice? So, we suggest that clause 
23 might also include remission of 
duty in ease of pilferaie and clause 13 
may be deleted. 

Coming to Clause 14, we fear that 
t~e t~rm "normal price" is likely to 
bf' misunderstood, particularly when 
it is translated in relation to the term, 
"the seller and the buyer have no 
interest in the business of each other". 
Speaking as manufacturers, there are 
many technical collaborations with 
foreign firms, who supply components 
etc., according to their own designs. 
Would it be construed by clause 14(1) 
(a) t~t the technical collaboration 
is a business relation when the im-
port takes place? If so, almost a11 
the cases will fall under (b) instead 
of (a). The term "where the seller 
and the buyer have nO interest in the 
business of each other" has to be mt/re 
specifically explained. Relations such 
as sole selling agents, distributors, 
representatives or branchp.1'I might 
probably be construed as business re-
lstion, but technical collaboration may 
not be so construed. 

Sbrl Morarji Desai: What is your 
alternative suggestion? 

Shri Mehta: My suggestion is that in 
the case of a dispute about the normal 
price, the customs might accept a 
certificate from a .recognised or well-
known anid established Chamber of 
Commerce in the exporting country 
that these are the normal fair prices 
of these articles exported to your 
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country. That certificate should be 
considered valid, and customs may IIC-
cept it for purpose of customs duty. 

Sbrt Mehta: Then, with regard to 
clause 18, provisional assessment of 
duty, we have a modest submission to 
make. That is, instead of exactly 
twice the amount of the excess duty, 
it might be said, 'not exceeding twice 
the amount' so that a certain discre-
tion might be given to the officer-in-
charie, if he considers that he has to-
get a deposit of a lesser amount in a 
particular ease. 

About clause 20(1) (a), speakini as. 
manufacturers, we have difficulties in 
that particular clause. It has not 
been mentioned. in our memorandum. 
One is the satisfaction of the Assist-
ant CollectOr of Customs, if the goods 
exported have been re-imported. That 
satisfaction is extremely difficult. 
Suppose, we send a consignment of 
400 or 500 pieces and 4 or 5 pieces 
come back, it will be very diftlcult to 
prove that these 4 or 5 pieces are not 
of that particular consignment. 

I may cite an example. One of uur 
members had sent a lock to a bank in 
Ceylon along with other security furni-
ture. They found it defective and 
sent it back to India for repairs. It 
took exactly 4 months for us to get; 
that particular lock through the cus-
toms because of the difficulty in 
identification of the particular lock 
having been exported. A long pro. 
cedure had to be gone through. Be-
cause of this, the bank in Ceylon got 
fed up with it; and to avoid this 
difficulty which might happen again, 
they placed an order in England. We 
lost our business. 

The same thing happens in the ~ase 
of goods sent for exhibitions. When 
they come back, the customs take the 
view, 'How can you prove that these 
are the same ioods that were sent 
to the exhibition and which have 
come back? So, our submission is 
that whenever the Collector of Cus-
toms finds it diftlcult to satisfy him-
self that the articles in question are 



the same article. which were ex-
ported and are re-imported, they 
might be subject to a bond procedure 
-so that no time 181 is there between 
the replacement or repair of the thing 
and the satisfaction of the Collector 

-of Customs. Because we are export-
ing large quantities of manufactured 
items, we have to consider this 
from that point of view. 

Sbrl M0I'al11 Deeal: You are TP.fer-
ring to goods which are re-exported 
after they have come back. But 
what happens to goods which cannot 
be re-exported afterwards? 

Shr. Mehta: If they are reject~d 
goods, then the Collector's satisfaction 

'will have to be there. We have no 
objection to that. 

Shri Delaejla: You may be, aware 
'that the bond procedure iJ avallable 
'not only for ,oodl which are re-
imported and exported but also for 
goods which are just imported. So. 

'what exists in the Bill is much wider 
'than what you suggest. 

Shrl Mehta: I thought that when 
·this Bill comes into force the bono 
procedure might be discontinued. 

Shrl Morar,. 0-1: But where i' 
-this bonding arranlement'? 

Shri Melita: That is in a separate 
·clause. 

Shri MonrJl Desai: If it applies to 
ibis then you are satisfied? 

Shri Mehta: If we are assured that 
it applies, we are satisfied. 

Shri Bade: They have not given 
notes regarding clause 20(1). 

Sbrl Mehta: I said so. 

Shri Bade: What is the amendment 
YllU want in this clause? I cannot 
'understand that. 

Shri Mehta: What we want to ,ay 
is that the bond procedure should 
'apply to goods wbich have been once 
-exported and which have come back' 
for repairs or replacements etc. In 
ihese cDses, idehtiftcation is the real 
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problem and the Collector ot Customs 
baa to be aatisfted that these are the 
goods that were exported and have 
come back. 

Sbrl Bacle: In clause 20(1) it is al-
ready given. 

8hr1 Mehta: It is said, 'to the satis-
faction of the Assistant Collector of 
Customs'. That satisfaction is really 
very difftcult. 

&hr. Bade: Then, what is the pro-
cedure you suggest? 

Sml Mebta: That is why I am sug-
gesting the bond procedure. 

Chairman: It is there in clauses 60 
and 61; please read 60. 

Shrl Mehta: Our unders~ding is 
that that does not include this. The 
operation procedure should be avail-
able for every factory because we 
cannot repair the things in the bonded 
warehouse. Let me explain myself. 

Suppose we have exported a 
machihe· tool; and a complicated part 
came back for repairs. It might have 
to go through a proceas of several 
stages in the factory and. the ",,"hole 
factory will have to become a bond-
ed warehouse. It is not possible. 

Sml MorarJI Desai: It ls impossi-
ble to do so. All your work will stop. 
You have to send a new part. You 
cannot send that part back. That is 
all that could happen in that case. It 
is not possible to undertake that 
kind of arrangement. 

Shrl Desai: An example of a Jock 
had been given by Shri Mehta. The 
lock should have been repaired in the 
factory and a bond or a guarantee 
from the manufacturer could have 
been taken. 

Shri MorarJI Desai: What do you 
lose by sending a new part? 'You can 
repair the other one and keep it for 
your own purpose. 

Sbrl Mehta: There may be a special 
speclftcation. 



IJui M.....,. DellI: You can send • 
Dew part. 1 do not understand the 
difficulty. Why should you need the 
system of a bonded warehouse and all 
that? 

81ui DtBaI: It . is not alwaY8 that 
the goods are made in accordance 
with the specifications and requIre-
ments of our own country. If we 
have to manufacture a part to meet 
the speciftcations of either Egypt or 
Iran or Iraq, then, that part will be 
useful only in that country. If I am 
called upon to manufacture a new 
part rather than repair the defective 
one, whit'h can sell only in Iran or 
Iraq, then it will mean additional cost 
and loss to me. 

Shrl Morarjl Desai: You ean export 
the same thing again. 

Shd DesaI: Provided another equip-
ment is sold. 

Shrl MorarJi Desai: When it comes 
back, the duty, if any, will have been 
refunded. When you send it again, 
you pay the duty, if it is to be paid. 
1 do not see where the objection lJes. 

Shri Desai: The problem is about 
the delay in eiving satisfaction. 

Shri Morarjl Desai: That is a differ-
ent thing altogether. That has got no 
relation to this. That is a matter 
for proper arrangement. This does 
not solve your difficulty. If therp. is 
delay in giving satisfaction, that is an 
arrangement that has got to be made. 
J do not know why it takes so much 
time. Unnecessary time is taken for 
nothing Wrong enquiries are made 
when no enquiries are to be made; 
and no enquiries are made when they 
have to be made. That is a bad 
thing; that should not be done. 

Shrl Meh~a: Thank you very much. 
Shrl Bade: How can there be the 

satisfaction of the proper officer by 
giving the bond? 

Shri MorarJi Desai: Where is the 
necessity for satisfaction? Nobody is 
going to get two parts unless it be 
from the same consignment. Who is 

.1 
gOing to import two parts and ,et a 
refund? That can very easilY be 
satisfied. 1 do not think it will hke 
long time. 

Shri Desai: It does take a long 
time. 

Shri MorarJi Desai: I do not 
it will be difficult to arrange 
Satisfaction should not take a 
time. 

thInk 
this. 
long 

Shrimatl Savltrl Nigam: May I 
know what is the suggestion of the 
witness in order to get over the delay 
part of it? 

Shri Mehta: We have been assured 
by the hon. Finance Minister that it 
would not occur. Therefore, we have 
nil suggestion to make. 

Sbrt Morerka: May I ask one clari-
fication? It is said in this proviso to 
20(1) that if such importation takes 
place within three years-it means 
Indian goods exported but imported 
back-no duty would be payable on 
that. . Which are the gooda for which 
you give three years' period for the 
purchaser to satisfy himself whether 
the goods are accorcfing to the require-
ments or not? Why should there be 
three years? 

Shrl DeheJIa: The point is that they 
may bring a pan here, repair it and 
then send out again. Weare trying 
to facilitate the trade. For instance, 
Godrej locks had gone to Ceylon but 
after sometime some were sent back 
because they required some repairs. 
It was not as if a guarantee Was given 
but then we want to encourage our 
trade also. But the period cannot also 
be more because after a time satisfac-
tion will become more and more 
difficult because of the need to see the 
documents with the customs authori-
ties. The marks on the goods export-
ed may also get erased.. 

Shrl Prabhat Xar: If the period is 
reduced, the question of difficulty 
about satisfaction may not arise. 

Shrl Dehejla: The di.fftcuHy will not 
arise in any case provided the goods 
are identiAable. A thlng may be 



manufactured in India and sent abroad 
but one may get foreign parts of a 
similar kind into India which may be 
of more value in India. So that the 
question of identity has to be gone 
through. 

Sbri Morarka: How does this three 
years' period help you? 

Shri Mehta: We are uportinl a 
variety of things now; there was one 
case where one entire factory was 
involved. We are exporting distiller-
ies and thmgs like that where perfor-
manee satisfaction may take time. 
The delay might occur in the other 
country. 

For instance, we are exporting tax-
tiles to Germany, Sweden and Nor-
way; there arc warehousing facilities. 
The customs takes delivery of these 
and the customer can take delivery of 
it even after 6, 7 or 8 months. 

Shri Prabhat Xar: Are there specific 
cases where the exported goods have 
come back in the third year? 

Shri Mehta: Cases have been report-
ed where goods have come back after 
Ii or even two years. 

Shrl Ramanathan Chettlar: Apart 
from sending machinery for exports 
I would like to know whether for any 
customer you have given any guar-
antee for more than cme year. 

SIlrl Mehta: For electric fans we 
give a guarantee for two years. 

Shri Morarji Desai: All the world 
over it is only one year. 

Shrl Mehta: But we have to go and 
capture new markets. Refrigerators 
are given a guarantee for seven years. 
We are trying to create confidence in 
our products. 

Shri Desai: Therefore, our submis-
sion is that the period should be in-
creased from three years to five years. 

Shri DeheJIa: Three years is a good 
compromise. These goods will come 
in and then go out and they are 
covered by the other clauses also. 

Shrl Mehta: In clause 20 (2) it mel's. 
to 25 per cent of the total costo! 
production or manufacture. It miibt 
be a matter Of dispute: it will be diftl-
cult for the Collector of Customs to-
examine and find out the cost of pro-
duction. It could be changed to 20' 
per cent of the export value. The cost 
of production would be difficult to de-
tennine. 

Shri MorarJl DMal: We will consider 
that: we can take the cost of exports. 
They do not want to let out the coat 
of production. 

-Shrl Mehta: No, no, Sir. We have 
agreed to let the Productivity Councll 
to study it in six industries and we 
will welcome the Government to study 
it; it may help us perhaps in under-
standing our problems better. 

Shri Morarji Desai: It we take the 
export value given in the shippIng 
Bill it will be simpler. 

8hri Morarka: That will IDOt meet 
the whole situation because it is for 
the goods manufactured in India. That 
is the condition precedent. 

Shrl Dehejla: Has this led to any· 
difficulty so far? 

Shri Mebta.: It is not being followed,. 
and that is why 1 feel it will cause 
difficulties. It is not there at all. 

Shri MorarJi Desai: There is no 
harm, I think, in following theU' 
suggestion. What we have to be satis-
fied with is that it must be 25 per cent, 
that is, 25 per cent of the manufac-
ture must have been done in Lndia. In 
order to be satisfied about that, whe-
ther you take the cost of production or 
the selling value, it is all the same. 
The selling value can be easily idenU-
fled because it is put in the shipplng 
bill. 

8hrl Moraru: If they are not gOing 
to refer to the shipping bill, hoW are 
you going to be satisfied about that? 

Shrt Morarji Desa.I.: 25 per cent of 
the value hal got to be manufactured 
here. They will have to satlsfy us 
about it. 



&hrl Desai: It is not very difficult to 
'Satisfy because when we obtain tne 
.export incentives, in that, these 
break-ups are given regardLng tne 
contents--w.hether they are indigenous 
.()r foreign. 

Shrl Morarji DeIai: We can cer-
tainly do that. 

Sbrl Debella: When you say only 
the export price shall be taken, then, 
jt may be that something is imported 
Irom Japan and is being exported-
and there may be no part of it which 
is manufactUred in India. 

Shrl MorarJl DesaI: Only 25 per 
-cent. 

Shri Debella: It is for goods manu-
factured or produced in Lndia. Take, 
tor instance, transistor, which is 100 
per cent made in Japan. It comes to 
India and goes to Iran. For that, they 
will give the export value. 

Shrl Melita: You have a provision 
to cover the goods imported tor sub-
sequent re-export. 

Sbrl DebeJIa: The good's being 
covered are of Indian production. The 
proviso .,.: 

"For the purpose of this sectioa 
goods shall be deemed to have 
been produced or manufactured in 
India, if at least twentY-five per 
cent. of the total cost of production 
or manufacture of the goods has 
been incurred in India." 

8hri Morarjl Desai: Export value of 
Ule goods or the price of the goods that 
are sold. You can specify them. You 
put it down only to cover that value. 
What they mean is, the selling price. 
We shall mention the selling price. 

Shrl Desai: I would say that it should 
be scaled down to 20 per cent. 

8hrl Morarjl Desai: I do not see why 
we should support the people who are 
manufacturing less and less here. Why 
should they get the facilities? I do 
not know. I am not interested in the 
actually no part in it ..... . 
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Shri Mehta: Then we come to clause 
23(1). We started with our submis-
sion on clause 13 wherein the goods 
lost by pilferage also are to be includ-
ed. We would re-submit our point 
about that clause and request that 
that should be considered. 

Then we come to clause 28. Here, 
there is some kind of time-limit which 
is required in respect of these duties, 
and we thought that perhaps a period 
of six months should be sufficient for 
the purpose. 

Shrl Morar,JI Desai: Here, it is six 
months only. 

8hrl Mehta: No time-limit for serv-
ing notice is fixed. 

Shrl MorarJI Desai: Where it is COl-
lusion, there should be no time-limit 
specified. When there is collusion, 
why should there be any time-limit? 

Shrl Mehta: It might be difficult· 
for large houses where the imports 
are large. If I want to sell the firm 
to some other firm, the party will 
say, "what are these responsibilities? 
The responsibilities might arise even 
after 50 years, and so I will not accept 
the responsibility of the firm." There 
has to be some definiteness about the 
responsibility. We have to look into 
the future and see how this will 
react on all kinds of eventuality. 

Shrl Morarll Desai: It lies on the 
importer, the Indian firm, and not on 
the foreign firm. 

Shrl Mehta: The Indian firm is sold 
to somebody else. 

Shrl Morarji Desai: It will be on 
the Indian firm even then. 

Shrl Mehta: But the liability will 
lie On the buyer who has paid. 

Shri Morarji Desai: The buyer in 
another country will have no liability. 

Shrl Mehta: I think I have not 
made my point clear. If A has import-
ed certain consignments and if A 
firm has been sold to B, who has 

actually no part in it. . . . . 



SJarl MorarJl DesaI: He should take 
the risk; otherwise he should not 
buy. 

Sbrl Mebta: That is where the dUIl-
culty comes in. 

Shrl MorarJl Desai: That ditftcq,lty 
does not matter. 

Sbr. Mebta: Why not have six 
months or a year or two years? Would 
it not be possible to fix two years in 
order that it may be found out? 

Shrl Morarjl Desai: Sometimes we 
get information after ten years. 

Sbrl Bade: Yesterday there was a 
suggestion that there should be some 
time for serving notice. So, for this 
wording. has he got any objection? 

Shrl Morarji Deaal: He is talking 
about the proviso to clause 28. There, 
it is collusion. He says that 'it is 
indefinite. Yesterday, we said we 
might increase the period to ten 
years. They were satisfied. So, thele 
witnesses have also got to ~ satisfied. 

Shrl Mehta: We have made our 
submission, and it is for you to consi-
der it in the interests of the country. 

8bri Morarji Desai: That will be 
for the Commissioner to fix. 

Sbri Bade: What is the suggestion 
of the witness? Does he want six 
months, or, does he want a greater 
period, or does he want to change the 
entire provision? 

Shri Morarjl Desai: We have 
already decided it. By implication 
we have decided that the period will 
be for serving the notice. 

Shri Mehta: We do not want any 
change. and we do not want anybody 
who indulges in undesirable activities 
to go f,ree. Let them be proceeded 
with according to the law. 

Then we come to clause 47. It 
appears that the taking of the deci-
sion on the assessment and on the 
nature of the goods need net be 
simultaneous. That is, it appears 
that a simultaneous decision need not 
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be taken about the aSlessment and as 
to whether the goods. are prohibited 
ones or not. We submit that both 
the decisions shOUld be simultaneous. 
The provision should be such as to 
prescribe that a decision whether the 
goods are prohibited goods or not and 
a decision on assessment should be 
made simultaneously. From the 
wording of the clause it appears that 
they need not be simultaneous. It is 
not very clearly stated. 

Shri Morarji Desai: Unless the otft-
cer says that they are permissible 
goods, the goods will not 'be permit-
ted inside. How C8Ill it be after-
wards? 

Shrl Mehta: The person is always 
called upon to pay the duty, when 
the assessment is made. 

Shri Moratil Desai: All that will 
be done. Without assessment of duty 
and without deciding anything, they 
are not prohibiting the goods. It is 
some imaginary things that you are 
pointing out. 

Shrl Mebta: Both the thines mu~ 
be done" si~ultaneouBly. 

Shrl Morarji Desai: It cannot be 
otherwise. 

Sbri S. S. More: I think the provi-
sion should be redrafted. 

Sbri' Mehta: Otherwise, it will 
cause misunderstanding. 

Shrl S. S. More: First, a decision 
whether the goods are to be prohibited 
or not should be taken, and then the 
question of duty leviable arises. 

Shri Morarjl Desal: The clause reads 
thus: " 

"When the importer of any goods 
entered for home consumption has 
paid the import duty, if any, as-
sessed thereon and any charges 
payable under this Act in respect 
of the same, the proper officer, if 
he is satisfied that the goods are 
not prohibited goods, may make 
an order permitting clearance of 
the goods for home consumption,· 



Shrl Mehta: So, the clearance order 
comes after the importer hal paid the 
duty. 

Shrl S. S. More: First, the duty iB 
paid. Then the officer comel to the 
decision whether they are prohibited 
goods or not. Then the point about 
the satisfaction comes in. 

Shri Morarji Desai: If he has paid 
the duty, then he may be allowed to 
dear the goods. 

Sbrl S. S. More: The goods should 
not be prohibited after the duty iB 
paid. First the decision on prohibition 
should be taken and then the duty 
should be paid. I think thiB clause 
has to be redrafted properly. 

Sbri Morarji Desai: We shall consi-
der that ... 

Sbrl Mehta: In regard to clause 59, 
I submit that the bond should not be 
for tw~e the amount of duty asses-
sed. 

Sbri Morarjl Desai: You are not 
depositing any money; it is only a 
bond. 

Shrl Mehta: Sometimes, you may 
be called upon to pay. Our difficulty 
is the customs do not accept tlie bond 
on any scheduled bank unless and 
until it is guaranteed by the Reserve 
Bank or State Bank. If bonds on 
schedured banks are also accepted, 
this difficulty will not arise. 

Shri Morarji Desai: It is an execu-
tive matter. We will consider it later 
on. 

Shri Mehta: Clause 69--Clearance 
of warehoused goods for exportation. 
Sub-clause (2) says: 

"If the Central Government is 
of opinion that warehoused goods 
of any specified description are 
likely to be smuggled back into 
India ............ etc. 

If there is definite proof, it is all 
right. But on the basis of certain 
opinion, action can be taken under 
this clause. 

• . " 

Sbri AIwul: This will be a Govern-, 
ment notification; not an order of an 
individual officer. 

Shrl Mehta: If it is a Government 
notification, then it is a difterent 
matter. 

Then, clause 101 gives power to-' 
search suspected persons in certain 
other cases. At the outside, I would 
make it clear that I hold no brief for 
anybody who commits any offence; 
but is has been our unfortunate ex-
perience that sometimes wide powers 
given to officers might also lc .. d to' 
harassment. Therefore, we submit 
that it may be provided that nobody 
lower than the rank of a gazetted 
officer will be given this power. 

Shrl Dehejla: Suppose there is a 
woman passenger who has come down 
and who has to be searched. 

Shri Mehta: A female will be 
searched by a female. 

\ Shri Morarjl Desai: The' search may 

I be by anbody, but the order must not 
, be by anybody except a gazetted 
'officer. 

Shri HlmatsIDrka: In some places, 
there is no gazetted oftlcer; there will 
bl! only a sepoy. • 

Sbri Dehejia: The status of a person 
who may search under clause 101 
is the same as in the old Act. 

Shri Morarji Desai: Even in excise.. 
the SI is not a gazetted officer. Then, 
you will have to bring an Inspector. 

Shri Mehta: We know that it is the 
same as in the old Act, but since we 
have got this opportunity, we are 
mentioning it. 

Shri Dehejia: How many instances 
of oVt~raCting have come to your 
notice? I do not say there are not, 
but it is very rare. 

Shri Morarji Dessi: I do not think 
there will be any difficulty on this ac-
count. 

Shrl Mehta: Then, in regard to 
clause 102, we submit that the person 
should be brought before the gazetted 
officer of customs or the magistrate as-
the case may be as quickly as poul-



bIe, because in the next clause 103, 
the words "without unnecessary 
delay" are used. 

Shri Morarji Desai: You may aay 
"'with the least possible delay". 

Shri Mehta: We have suggested the 
sUbstitutition of the word "forthwith". 
But I believe the spirit of our sugges. 
tion is accepted. 

Shri Morarji DMal: Yes; we will 
.see what can be done. 

Shri Mehta: Clause 104 gives the 
.,ower to arrest. Here also our sub-
'mission is that gazetted oftlcers may 
have that power. 

Shri Morarjl Deaai: We will provide 
that he must put down the reuolUl 
for arresting a particular pebon in 
'Writing. 

Sbrl MelIta: We have also suaeat· 
oed that "as soon as may be" should. 
be substituted by "forthwith... If the 
spirit of our suggestion is accepted, 
we are satisfied. 

r Then, clause 105 deals with power 
It,- search premises. We feel that a 
magistrate should issue this order 
instead of a departmental officer. 

Shri DehejJa: Under a number of 
'.)ther Acts dealing with income-tu, 
excise, etc., this power to search 
premises is there. 

Shri Morarji Desai: If you try to 
·get the order from a magistrate, the 
magistrate's clerk is there and every-
thing ,oes on in the routine manner, 
by whIch time the information reach-
es the man concerned and when 
'actually the search is made, nothing 
1S found. 

Shrl Mehta: There is a lot of force 
in that. 

Shrt Bade: In the case of excise, 
1he officer does not go to the magis-
trate, but he only writes in his diary 
that he has received information that 
at such and such place, illicit distU-
latlon is golng on and he searchea 
~e premise.. In a democratic coun-

try, it should not be done, but when 
it is done in the case of excise, why 
not in the case of customs also? 

Shri Mehta: I agree; we are con-
scious of what is happening. 

Shrl A. V. Rqhavan: This affects 
the fundamental rights. Even under 
the Cr. P. C., apart from taking a 
warrant, when the police search a 
house, immediately they have to in-
form the magistrate that they made a 
search of that house. So, here also, 
the customs officer may inform the 
magistrate about the search that he 
has made, so that there may be judi. 
cial notice of the search. You said 
that by the time the magiltrate makes 
the order, the man concerned gets the 
information. So, after the search is 
made, the magistrate may be inform· 
ed. 

8hri MorarjI Deal: Why should 
the magistrate be infonned? The 
magistrate has no jurisdiction over the 
customs officer. He will report to his 
superior o~cer. 

Shri A. V ........ van: If he does not 
report to the superior officer? 

8hri Morarji Desai: He will be dis-
missed. Why should the magistrate 
be informed? 

8b.rI IIIIbr AU MIna: We can dis· 
cuss that in the Committee. 

8hri Morarjl Delat: Yes. 

8hrl Desai: We do not wish to preIS 
the point. 

Shrl Mebta: Regarding clause 123, 
we consider it to be an important 
change. In certain cases at least there 
should be a provision that the Cus-
toms Officer should be able to estab-
lish a prima facie case. 

'. Shrl MorarJI Deal: He has to give t his reason~in writing before he seizes 
{the goods.' J 

8hrl Ba4e: What the witne&ls lay. is 
that there is a burden placed on the 
accused to prove the negative, Which 
is an impollible thin,. 



8brI S. S. More: This clause is simi-
iar to .ection 178A. Many timuJhe 
:Supreme· Court has laid downVeI7 
-.pecifically that the onus may be 
.heavy but it is reasonable and in the 
.interest of the country. It has been 
'held valid. This. is only a reproduc-
1ion of section 178A. The judiciary 
'has given everything in favour of this 
-elause. The contention that the onus 
:has been wrongly placed has now no 
legs to stand on. 

Shri Mebta: Against the judgment 
-of the Supreme Court we have noth-
dng to submit. 

Regarding clause 129 we feel that 
ihere should be a time limit within 
whiCh the wrongful du.ty or penalty 
'Should be refunded by the customs. 
We have known cases where it has 
ili·ken three to four years. There 
should be some time limit fixed. 

Sbrt MonrJI Desai: It should be 
Tetumed within a month. Why should 
it take more time. We will provide 
1hat within one month of the issue of 
'the order the amount must be refund-
ea. 

Sbrt Monro: Under sub-section 
(2) it is said: 

"If upon any such appeal it is 
decided that the whole or any 
'portion of such duty or penalty 
was not leviable, the proper officer 
shall return to the appellant such 
amount of duty or penalty as was 
not leviable". 
Suppose the duty was not leviable 

-and in fact he did not pay anything, 
what is there to be refunded? 

Shrt Morarjl Desai: We will say 
"'such amount as was deposited". It 
will be added when we provide the 
time limit. 

Shri Mehta: With your permission, 
"sir, I would like to .go back to clause 
128. This is regarding the appellate 
'Provisions We know that there are 
~f!rtain advantages in that particular 
~lause. But we do feel that there is 
no proll-ision at all, apart trom the 
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departmefltal enquiry, for an indepeft-
dent tribunal. We in the trade aDd 
Industry have been feeling for quite 
some time now tllat at a certain stage 
somebody from the department con-
cerned must come into the picture to 
judge the equity of the case. We have 
felt that appeals some.times are only 
a repetition of a departmental 
enquiry. 

Shrt Dehe,Jla: Revision lies to the 
Government. 

. Sbri MorarJI Desai: If there is a tri-
bunal, it would not come to the Gov-
ernment. 

Sbrl Mebta: We would welcome an 
independent tribunal. 

Sbrt Morarjl DesaI: Because you 
can always' get liberties there. Th_ 
are executive things. I do not think 
any judiciary is necessary. 

8brt Debejla: Clause 131 provides 
for revision by Central Government. 
The flrst appeal lies to a departmental 
officer. 

Sbrt Mebta: Sometimes our experi-
ence is that when against a decision 
of a particular appraiser we go to the 
Assistant Collector of Customs, the 
Assistant Collector of Customs 'calls 
the same appraiser and asks him to 
listen to the appeal. 

Sbrl Moradi Desai: That is wrong. 
If that happens you must let us know 
and we will stop it quickly. 

Sbri Gupta: That is why we have 
made this suggestion. 

Shri Morarjl Desai: But that does 
not solve the problem. 

Sbrl Debejla: The first appeal goes 
to a departmental officer and the 
re~sion goes to the Central Govern-
ment. 

Sbrl Mebta: There are three stages 
-the appraiser, the Assistant Collec-
tor and then the Collector. 

Shri Dehejla: There cannot be a 
second appeal. The second one is the 
revision. 



SIlI'l Mehta: We do hope that you 
will reconsider our suggestion about 
the independent tribunal. 

Shrl Morarji Desai: I am sorry. 
Shrl Mehta: Then, our reading of 

clause 140 is that perhaps all the 
• directors of the company or partners of 

a firm can ·be held responsible. 
Shri Morarjl Desai: If he proves 

that it was without his knowledge then 
nothing can happen. 

.SbrI Mehta: Will they not undergo 
the rigours' of arrest etc.? 

Shri Moradl Desai: Nobody will 
be arrested so lightly. 

Sbrl Mehta: The director of a firm 
in Bombay may be at Calcutta. He 
might not even know of a particular 
thing happening in Bombay. 

Shrl Morarji Desai: Then he has 
no business to be the director of that 
finn. If he proves that it was without 
his knowledge then he will not be 
punished.. The proviso is complete. 

Shri Mehta: We have nothing more 
to suggest as far as this Bill is con-
cerned. We are grateful to you for 
giving us this opportunity. 

(The witnesses theB withdrew.) 

II. THI: BoMBAY BtTLLION AssocIA-
TION LtMITI:D, BoMBAY 

Spokesmen.: 
1. Shri Chandulal Kasturchand 
2. Shri Mangulal Trikamlal 
3. Shri Jbnratlal Sonawala 
4. Shri Chimanlal C. Snah. 
5. Shri P. Gopalakrishnia~ 
6. Shri Jayendra Mehta. 

(Witnesses were called in and thell 
took their ,eats.) 

ChaIrman: Your Memorandum has 
been distributed to the members of the 
Committee. If YOU want to submit or 
add anything, you may now do so. 

8hr1 Trlkamlal: We are very grate-
ful to you for giving us this opportu· 
nity to appear before you. Ours is an 
alspciation. tr~ding in bullion, ready 
ad forward. We are concerned with 
thb Bill only to the extent it affects 
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our trade. Our only object is to see 
that merchants dOing bona fide busi-
ness are not put to unnecessary and 
avoidable hardships. We have no 
sympathy for thoSe who indulge in 
smuggling and we are willing to ex-
tend our fullest co-aperation to the 
Government in preventing smuggling. 
I will put before you our idea of trade 
in gold in Bombay. 

The Bombay Bullion Association is 
one of the biggest markets in bullion 
at present in Asia and, formerly, it 
was one of the biggest markets in the-
world. Quotations of our bullion mar-
ket are recognised in London and 
Ne1!'l York. Our daily turnover in bul-
lion in ready gold alone is to the tune 
of about Rs. 12 lakhs to 15 lakhs every 
day, weighing about 100 kilograms. 

Our Association is the only recog-
nized association for forward transac-
tions in gold and silver in India. func:" 
tioning under the Forward Contrads 
Regulation Act and under the supervi-
sion of the Forward Markets Commis-
sion. Trading in bullion is done in 
forward as well as in ready and when-
ever deliveries are to ,be taken, they 
are given and taken through the clear-
ing hOUSe of the Born bay Bullion Asso-
ciation, which is conducted by the Bank 
of Baroda Limited. Purchasers desi-
rous of taking delivery pay the money 
in advance to the clearing house and 
the seller who has to give delivery 
gives the number of the bars and the 
weight and fineness in advance to the 
clearing house. The clearing hOUle 
then issues delivery orders with its 
own cheque and the purchaser takeS' 
delivery from such seller whom the 
clearing house has directed to give him 
delivery. He has to take delivery 
fram him and not from the original 
seller. It is the clearing house which 
decides whkh purchaser will take 
delivery from which seller. Gold 
comes jnto the market far ready sale 
every day in the shaPe of ornaments, 
Ravas, lagdis, bars or old coins the 
fineness ranging from 75 to 99.75. 

The import of .gold was first restrict-
ed in 1939. Until 1948 gold was. 
imported duty-free. The Relerve 



Bank statistics show that during the 
period 1851-1956 gold worth Rs. 353 
crores has been imported into India. 
Besides this, there is a huge hoard of 
Indigenous gold and century old stock. 
Gold in various shapes is purchased by 
merchants, melted, refined and then 
turned into gold bars. A number of 
well-known merchants issue their own 
lagdis of dift'erent weights. 

Shri Morarji Desai: What has all 
this to do with this Bill? I think you 
better come to the clauses and then 
explain to us how yOUr business is 
affected by the various clauses. 

Sbri Trlkamlal: There are Govern-
ment as well as private refineries 
where gold is melted and turned into 
Iagdis with specific markings. 

sbri MorarJi Desai: I am very much 
exercised over the refining of gold. 

. S~ri Trikamlal: From the above facts 
It WIll be clear that it is impossible 
to distinguish smuggled gold from 
other gold and there the difficulties of 
our trade arise because of this diffi-
culty of identification. 

Shri MGrarJI Desai: It is because 
the refineries melt gold. 

Shrl Gopalkrishnlah: We are not 
. concerned with what the refineries do 
in their normal course of bUsiness. All 
that we want is to safeguard our inte-
rests in these provisions of law. 

Shri Morarjl Desai: I am interested 
In safeguarding the country's interest; 
not your interest at the cost of the 
country. Let me make it quite clear. 

Sh.rl Trlkamlal: Our only object is 
that a person who can prove his bona 
fides should not be harassed or pena-
lised. 

ShrJ MorarJI Desai: You take up 
the clauses. Why do you want to say 
all this? 

,ShrI Shah: He wants to give you 
an idea of the nature of the trade. 
Probably you already have an idea cd 
this thing. 
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Sbri MorarJI DesaI: I have a full 
idea of it. 

Shri Trikamlal: Then I would like 
to deal with some of the clauses. First 
of all, I take up clauses 100 to 110. On 
all these clauses there are one or two 
principal points which I will make. 
Firstly, where search of persons or 
premises is to be done, or where goods 
are to be seized, or if any person is to 
,be arrested, it should be done only 
under an order of a court in order to 
prevent any abuse of this power. 

Shri Morarjl Desai: I am not agree-
able to that. 

Shrt Trlkamlal: At present search 
of premises can be done only under 
the orders of a court Arrests and 
seizures are serious matters for mer-' 
chants. Their reputation also is at 
stake. That is why We submit that it 
should be done under the orders of a 
court. When a person is arrested he 
should immediately be produced be-
fore a magistrate so !hat he has an 
opportunity to furnish bail. 

i.Shri Morarjl Desai:, That will al-
ways ·be done. Under the Criminal 
Procedure Code it has to be done with-
in 24 hours. 

Sbrl Trikamlal: At times it is not 
done. I will cite a recent example. 

Shri Dehejia: Let us hear their 
Legal Adviser On this point. 

Shri Shah: The clause says that an 
arrested person should be produced 
before a magistrate without unneces-
sary delay. Now, if a man is arrested, 
say, at 5 O'clock in the evening cn a 
Saturday, he will be produced before 
the magistrate only on Monday at 11 
O'Clock. What they want is that he 
should be taken to the magistrate 
immediately so that he will be in a 
position to furnish bail without delay. 

Shri Morarjl Desai: ne may grant 
bail himself. 

Shri Shah: The Customs Officer does 
not grant ,bail. It is the magistrate 
who can give the orders. Customs 
Officers should be empowered to take 



ball immediately and if a man is in a 
position to give bail he should be .re-
leased immediately, 

8hr1 Morarjl Desai: We are trying 
to see what words can be put in in 
place of 'unnecessary'. 

8hrI Shah: In the ~xisting Act the 
word is 'forthwith', 

Sbri Morar,tl Desai: We may a:r 
'without undue delay' or 'without any 
delay'. We are trying to Iilee what 
words can b~ put in ther~. 

Shri Sbah: The point ill that Cus-
toms Officers have no power to grant 
or take bail. It is only a magistrate 
who can do so. 

Shrl Bade: Are not offences under 
the Customs Act bailable offences? 

Sbrl Shah: They are. 

Shri Bade: So, when they are bail-
able they must take bail. 

Chairman: What he is Saying is. 
that Customs Officers :lave no powt!r to 
order bail and by the time the man is 
produced before a magistrate it is 
more tm!l 24 hours. So, they are 
making the point that Customs Offi-
cers should be empowi!red to take bail. 

Sbri Morarjl Desai: It has w be 
don"! within 24 hours but If there is a 
Sunday intervening or it It is a long 
distance then it is len..~cncd by that 
time. 

Shrimati Savltrl Nll'.un: Why shOUld 
the Customs Officers not be empower-
ed? 

Shri MorarjJ Desai: It is a matter 
f" us to consider. 

[ Shrl Shah: That is the only point 
fnr as that is concerned. The other 

point is that when an officer takes 
ll"tion on the ground of "reasonable 
belief" or "having reason to believe" 
he should immediately give the 
grounds of his belief!o the person 
concerned. 

Shri Morarji Desai: He will not 
give the grounds immediate!y but he 
will "rite them down. When the J)(:r-
eon asks f" ;) copy ot ~hat, 1t wi:1 be 
Biven. 
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8hr1 Sbah: At present whnt is done 
11 that only an order is served. 

8hrl Morujl Desai: That is always 
the case. When the search warrant is 
issued do they mention the reasons in 
that? It is not possible to give the 
grounds immediately. 

Shrl Shah: Within 11 particuJar 
time it should ,be done. 

Shri Morujl Desai: That we will 
see. All those safeguards must be 
exercised.. 

8hr1Sbah: Under the Preventive 
Detention Act a person is ~ven the 
reasons for his detention. 

8brl Dehejla: TherP. are anests 
made under the Criminal Procedure 
Code also. I do not suppose w£ are 
going in tor preventive detenti .. m in 
the Customs, 

8br1 Morar.Il DesaI: When We take 
powers like these which could be 

. : abused we must provide cert&in 

. . reasonable safeguards to SC:e :hat ,;ho_ 
I powers are not misused by a rtray otll-

,; cer and if he does that then w(. can 
put him down. We must provide these 
safeguards. Therefore we must put 

I down the reasons or ;;rounds in writ-
ing immediately and whenever they 
want a copy it should be given. 

Shri Dehejia: But safeguards I sup-
pose should correspond to what exists 
in other similar Acts. 

Sbrl MeruJI Desai: There there are 
other safeguard..'1 also. 

Shrl DebeJla: We can have those. 
The point is what safeguards are 
necessary. 

Shrl Shah: Take. for example, clause 
123. A Customs Officer can seize goods 
in the reasonable belief that they are 
smuggled goods and the other person 
has to prove that they are not smug-
gled goods. In order that he may be 
aoble to prove that he must know the 
grounds on which the Customs Officer 
holds that belief. That is the point 
that I am making. The Customs Offt-
cer is unable to prove that they are 
smuggled goods, but he attaches them 
in the reasonable belief that they are 



.mUCIled ,ODds, The other persOD is 
then called upon to prove that they are 
Dot smuggled goods. Before he can 
demolish that belief of the Customs 
Officer he should know the grounds on 
which he holds th~t ,belief. Unless he 
knows the grounds of that reasonable 
-belief under which the Customs Officer 
acts, how can he demolish that beliet? 

Shrt Dehejla: This very point was 
taken up in the Supreme Court and 
the Court has held that the provision 
js intra vires. 

8hrl Shah: The Supreme Court has 
held that the provision is constitution-
ally valid. 

Shrl Dehejla: This very point wu 
raised by the defence in that case. 

~rl Shah: I can assure you that I 
have carefully studied it and this 
point was not before the Supreme 
Court at all. The point before the 
Supreme Court was whether this is a 
reasonable restriction on trade under 

, Article 19(a) (f) and 19(1) (g) of the 
Constitution. They held that it is a 
reasonable restriction. So, the point 
that I was making was that whenever 
any action is taken on the ground 
of reasonable belief or having reason 
to believe a particular thing, the 
grounds of such belief should be told 
to that person within a particular 
time so that he can reply to that. He 
should know what the case is that he 
has to meet. 
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Shrl Morarjl Desai: This is a reason-
able request We should give them the 
grounds when they ask for them. We 
must provide sufficient safeguards. If 
we take extra{)rdinary powers, we 
must do that 

Shrl Dehejla: May I put a questioD? 

Shrl C C. Shah: It he is to be able 
to reply' to it to your satisfaction, 
grounds should be given. 

Shrl Dehejla: For the purpose of 
this section, the onus of proof is put 
on the person. It does not mean that 
one has to prove or give the reasons. 
This has been maintained in a number 
of judicial proceedings. 

Shrl C. C. Shah: The purpose of this 
aeciion, as I understand it, is this. 
The department is unable to prove 
that these are smuggled goods. The 
information in their possession leads 
them to a reasonable belief. They are 
not doing this on suspiCion, but they 
are doing it on the reasonable belief 
that these are smuggled goods. And, 
then, the burden is shifted upon the 
other person to prove that these are 
not smuggled goods. Unless he ,is 
given the information which you have 
received on which your reasonable 
belief is based~ how can he reply to it? 

Shri Dehejla: But then, the ground 
is mentioned in the show-cause notice 
itself. 

Shrl Shah: It gives certain facts on 
the basis of which they say that these 
are smuggled goods. 

Shrt Morarji Desai: U it is given in 
show-cause notice, that is enough. It 
you give it once in the show-cause 
notice, that is quite enough. It is not 
at all necessary to give it alterwards 
once again separately. 

~ Shrl Abrol: Clause 124 provides 
for this. 

Shrl Shah: Clause 124 says as fol-
lows: 

"No order confiscating any goods 
or imposing any penalty on any 
person shall be made under this 

. Chapter unless the owner of the 
goods or such person-

(a) is given a notice in writing 
informing him of the ground on 
which it is proposed to confiscate 
the goods or to impose a 
penalty .•• " 

That is quite different from giving the 
grounds of reasonable belief. 

Under Section 123, where any goods' 
to which this section applies are -seiz-
ed under this Act in the reaso!1.able 
belief that they are smuggled goods, 
the burden of proving that they are 
not smuggled goods shall be on the 
person from whose possession the' 



fOOds were seized. Confiscation comes 
under clause IM(l), if, after reason-
able belief, he thinks that these are 
mnuggled goods. 

8hrl Dehejla: There might be an 
informer who has come and said that 
such and such goods are coming at 
such and such a place and that they 
are smuggled goods. It will be possi-
ble to say that such and such infor-
mation has been received. Will it be 
possible to say that such and such a 
man has sent the information? 

Shrl Shah: Not the name. 

8hrl Morarjl DesaI: Certain infor-
mation comes that certain goods are 
coming at such and such a place which 
are smuggled. You should immedia-
tely attach the goods. That is enough 
ground for doing it. He says that 
there are reasons in believing that 
these are smuggled goods. Grounds 
ought to -be given, but not the name 
of the informer J ../ 

8bri. Prabhat Kar: Section 124 pro-
vides as follows: 

"No order confiscating any 
goods or imposing any penalty on 
any person shall be made under 
this chapter unless the owner of 
the goods or such person is given 
a notice in writing informing him 
of the ground on which it is pro-
posed to confiscate the goods or to 
impose a penalty". 

The witness says that this can only 
be the opinion of the Customs offtcer. 

SbrI Shah: Reasonable belief of 
that offtcer. 

8bri MorarjI Desai: The ,ground will 
be that such goods are smuggled. 
Therefore, they are confiscated. That 
is a sufftciently valid ground for 
confiscation. 

Shri Prabhat Kar: Will' he give the 
grounds? Will he say "These are the 
reasons and this is the information OIl 
the basis of which we believe the roods 
to be smuggled"? 
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Sbrt Morar,JI 0_1: That is what 
should be made clear. If it is known 
that certain goods are smuggled, they 
are confiscated. The reasons are given. 

Sbrl SIIah: The Customs otft.cer in-
vestigating the case has to be satisfted 
that there are grounds for 8 reason-
able belief that these are smuggled 
goods. Reasonable belief of the Cus-
toms omcer is .a ground for confisca-
tion. 

:8hrl DeheJla: The section for con-
fiscation says that the goods are in 
fact smuggled. 

Shri Bamchaadra Vithal Bade: If, 
In&tead of saying 'reasonable belier we 
say 'reason.a.ble ground', will that 
suffice? 

Shri C. C. ·Shah: That will not make 
a difference. Ground has to be given. 

Shri Morarji Desai: Ground can be 
given. but it cannot be proved to any-
body's satisfaction. 

Sbrl Shah: Belief is a term much 
stronger than suspicion. We have no 
complaint with the word 'reasonable 
belief'. All that we want is that the 
ground of belief should be given. 
How is it that he comel to the reason-
able belief? . 

Shri Prabhat Ear: Goods can be 
confiscated only on the ground that 
they are smuggled. 

Sbrl :8hah: But in this case it is 
presumed that they are smuggled. 
Therefore, they are confiscated. The 
other man has to prove that they are 
not smuggled. 

Shri MorarJI Desal: You have pur-
chased the goods at such aDd such 8 
place. 

8hrl Shah: That does not mean that 
they are gmuggled. 

8hrI Morarjl. Delal: You might re-
ceive them in a bonafide manner, but 
0D<le they are smuggled goods, they 
are liable to conftacation. All smuggl-
ed goods are liable to confiscation. 



,,8hd Shah: How to prove that they 
are not smuggled? I am a bonafide 
purchaser. You may be a bonafide 
purchaser and yet the goods may be 
smuggled. Smuggled goods have not 
been defin~d here. It means goods on 
which duty has not been paid and 
which come without the permission of 
the Reserve Bank. It is impossible for 
the department to proVe that they are 
&mugfled. The difficulties arise only 
because of that. 

I have purchased certain gold in the 
ordinary course of my business. It is 
a bona fide transaction. It is sold by 
a well-known merchant. I pay the 
price. I have not the least suspicion 
that these are smuggled goods. Then, 
I should be protected. 

Shri DebeJIa: He personally. or the 
goods? 

ShrlShah: Both. If the person has 
reason to believe that he has purchas-
ed goods which are smuggled goods, 
the goods should be confiscated. But 
if he proves his bonafide, that is diffe-
rent. I will give the illustration of a 
case in conitection with clause 120, 
sub-clause (2). There it is provided 
that where smuggled goods are mixed 
with other goods in such manner that 
the smuggled goods cannot be sepa-
rated from such other goods, the whole 
of the goods shall be liable to confisca-
tion. I will tell you one case which 
may be of interest to you. 

One sweeper was arrested at an air-
par and he was in possession of 100 
10las of gold coming from Pakistan. 
Those 100 tolas were confiscated. Then 
he was interrogated. He said that 8 
days ago he .got another 100 tolas. 
Then he was asked as to what he did 
with that. He said that he gave that 
to one John Lobo. He w,as traced and 
it was found that he gave it to one 
goldsmith. The goldsmith was traced. 
He was interrogated, The goldsmith 
said that he added some copper to it 
and what was 100 tolas has become 103 
tolas. ~at goldsmith was a well-
known trader in the bazzar. He sold 
it to a choksi in the gold market who 
he was having a standin" of 11K) ;yean 
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old, namely, Chimanlal Mohanlal. He 
sold it to one Vali Mohammad. He has 
a refinery of his own. He purchased 
that ,bar from Chimanlal Mohanlal and 
paid the full price of it. At the same 
time he purchased from Chimanlal 
Mohanlal two other bars of 100 tolas 
and 42 tolas and paid the price for it. 
On the same day, Vali Mohammad had 
purchased 250 tolas of gold from 
another merchant. Then two of his 
constituents also brought gold to him 
for being refined in the refinery. So, 
all the gold which contained 100 tol88 
of gold which was originally smuggled 
was put in a crucible and it became a 
bar of 750 tolas. 

'Shrt Morarji Desai: So, it cannot be 
identified. 

Shrl Shah: Out of that, these two 
constituents were given pieces cor-
responding to their own gold. One 
was .given a piece of about 100 to1as and 
another was given a piece of about 142 
tolas, The remaining 450 tolas of 
gold remained with Vali Mohammad. 
When the Customs om,cials began to 
enquire into it, 100 tolas of smuggled 
gold had gone into the crucible. The 
siezed 450 tolas of gold from Vall 
Mohammad and the rest from the other 
two constituents. The collector inves·v 
tigating the case could not say which 
100 tolas had gone into the bar. 

Shri MorarJl DesaI: Nobody coulli 
say that. 

Shrl Shah: What he said was, '"I 
will keep all this g01d-650 tolas." He 
told VaIi Mohammad, "I will not re-
lease your 45 tolas of gold unless you 
pay a penalty of Rs. 8,000," He told 
the other man, ''1 will not release your 
100 tolas of gold unless you pay a 
penalty of Rs. 2,300. Similarly, he told 
the third person "unless you pay a 
penalty of Rs. 1,800 I will not release 
your gold." 

So, all the three persons who had 
not even the least suspicion that any 
smuggled .gold had come to them, who 
purchased this gold from a well-known 
choksi in the bazzar and had paid the 
tull price-only 100 tolu of smuggled 



COld had gone into a bar of '150 tolas 
-had to pay the penalty. Otherwise 
all the gold-750 tolas-would haft 
been confiscated. 

Shri Morarka.: What sho~ld have 
been done' 

ShrI DeheJIa: What should have 
been confiscated? Here is the case. 
Let us discuss it in full step by step. 

Now, John Lobo .is not a merchant 
in gold. He is an ordinary person. The 
goldsmith had taken this gold from 
John Lobo. At least, at that stage he 
abould· have the reason to believe that 
it was not ordinary gold. 

Sbrl Shah: But Chimanlal Mohan-
lal did not know about it. The gold-
smith was a well-known merchs.nt in 
the bazzar. 

Sbrl Morarjl DesaI: They are all 
well-known.' I will have to do some-
thing drastic. And what that dl'ast1c 
thing is, I do not know yet. I have 
got to do something drastic about this 
gold business. Otherwise, it is becom-
ing terrible. 

Shrl Shah: Chimanlal Mohanlal 
purchased from the goldsmith. VaU 
Mohammad purchased from Chimanlal 
Mohanlal cholai which is of hundred 
years standing and they sell hundreds 
of tolas of gold everyday. Had VaIi 
Mohammad any reason to susper.t that 
it was smuggled gold? 

Sbri Morarjl Desai: All this is all-
right. :- agree with you. But tell me 
What is to be done? 

Shri Shah: What the Association 
says is this. If I am in possession of 
gold which is believed to be smuAg!ed, . 
I must be given an opportunity to 
prove to you that I have genuinely 
purchased from the market. 

Shri Morarjl Desai: I am not bother-
ed about as to what is in your pos-
session. 1 am bothered about thi! that 
a lot of gold is smuggled and it can-
not 10 into the country. unlesa all 
theae people get into it one way or 
the other. How am I going to prevent 
it? At what staae ahould I take the 
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step? And what step should I tak~ 
to prevent this smuggling? You can. 
send your suggestions later on \0 me. 
You need not do it here. 

Shrl B. Ramanathan Cbettlar: May' 
I know what is your conerete 8111-' 
gestions? An association Uke yours' 
with a long stand.inl can 81111e8t the 
wayS by which these mal-practiCe8-' 
could be put an end to. Human, 
nature being what it is there are 
likely to be mal-practices. We would' 
like to know what your concrete sug-
gestions are in order to put an end to. 
uu. evil. Gold worth crores of" 
rupees is smuggled into this country 
and the Government would Uke to 
put an end to it. Have you' got any" 
remediea to suggest? 

8hrI Bade: Mr. Chainnan,.1 want 
to put one thing to the witness. There' 
was such a case in my province 
where hundred rupees and one piece-
Of gold were stolen and it was livenl 
to • merchant who put it in his safe· 
and this was mixed up with his other 
gold. Then the poUce went there and' 
asked him to give hundred rupees 
aM one piece of gold which wee 
mixed up with other gold. So, lu!re' 
the Customs oftlcer did not confiscate· 
the whole thing. The case which you' 
cited may be an exception. It is not 
as a rule that the whole thin!t is 
confiscated. I do not think that the' 
Customs officer under the law is em-
powered to confiscate the whole lot. 

Shrl Shah: Under clause 120, the-
Customs oftlcer c:wn sleze the whole' 
lot. There appears to be some mil-
undentanding about it. This is what· 
it means. In this case, Vali Moham-
mad will have to prove that it is not 
mlu!:tgledgold. He has to prove that· 
the duty was paid and ,that it was-
imported' on Reserve Bank nermlt· 
which he cannot prove. All that he 
can prove Ie that he genuinely pur-
chased it from the market in the ordi-
nary COU1'Se of buainees. He doe8 not' 
know which gold is duty paid' ancr 
which 1014 is not· duty paid: 



Art Monrjl Deal: What can the 
Government clo' 

Sbrl Shah: I appreciate that. There 
are difficulties. On behalf of the 
Association I would like to say that 
we are prepared to extend our fullest 
cooperation in putting down this 
evil of smugglin,. 

Shri MorarJI DetIa.i: Give me' the 
remedy. Otherwise, I can provide the 
remedy which you would not like. 

Shri 8bah: If a person is in posses-
lion at gold for which there is a rea-
sonable beUef that it is smuggled 
gold, then he must be called upon to 
give a satisfactory explanation as to 
how he has come into po!isession of 
this gold. It he proves that he has 
purchased it from 'X' ,person, then 
action should be taken against "X' 
person and not against the merchant. 

Sbrl Morarka: Even if the "X' per-
son is a sweeper as is in this parti-
eular case? The "X' person may have 
spent away the money and he may 
have neither money nor gold. 

Shrl Shah: Vall Mohammad says, 
he has purchased from a well-known 
merchant. You go to that well-known 
merchant. Then you go to the gold-
smith who has purchased gold from 
a man who was not a gold dealer. 
He either purchased it knowingly that 
it was smuggled gold or at least he 
could have reason to believe that this 
was smuggled gold. 

8hrl DeheSla: May I ask one thing. 
1n this particular case the penalty 
imposed was Rs. 8000 plus Rs. 2300 
plus Rs. 180().-..All told Rs. 12100. If 
you take the pl'ice of gold obtaining 
at that time that was the price of 100 
tolas of gold. The total penalty put 
was equivalent to the value of 100 
tolas of gold and not equivalent to 
the value of 750 tolas of gold. 

Shrl Shah: Yes. The point is only 
this as to who should be penaliBed. In 
this case it is It purohase from Cha-
manial Mohan1al cboksi and be is a 
well-known merchant whom you 
could have cau,ht. Why should Val! 
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Mohammad be called upon tD pay a. 
penalty 01. RB. 8000, who had nothing' 
to do with the smuggling of 'Iold? 
Why should two other constituents of 
Vali Mohammad be penalised? Their 
,old was not smuggled ,old. Because, 
it was put into the same crucible,' 
they were penal ised Why should they 
be penalised? 

Sbrl Shah: Mr. WaJi Mohammad' 
should not have been penalise<L 
ChamanIaI Choksy should not be-
penalised it he points out the man 
who should be penalised. If he fails 
to point out the man, or if he points 
out somebody from whom he pur-
chased knowing it to be smuggled, or 
having re8SOD to believe dlat it b-
smuggled, he fa an' accomplice. 

Shrl Dehejla: I do not know whe-
ther you are aware that crores and 
crores worth af gold is being SMug-
gled into Bombay every year; 

Shrl Shah: A very large quantity; 
there is no dou.bt about it. We en-
tirely agree that a considerable quan-
tity of gold is being smuggled. Our 
only submission is that bona fide ' 
people who have honestly purchased' 
gold after paying the full price-all 
at them very well-known merchants 
in the bazaar-should not be pena-
liaed. 

It is a question of balancing the 
varioU8 factors which arise in the 
trade. One possibility is that Govern-
ment may take over the entire trade 
in gold and then, of course, the ques· 
Hon of c;m1]l1,gling would not arise. It, 
however, trade in gold is permitted. if, 
for example, this bar which Vall 
Mohammad melted in the crucible had 
been given delivery through the 
clearing house in a forward purchase 
and the purchaser took delivery of it 
by paying the full price, what would 
be the consequence? Or if the bar of 
750 tolas had been pledged by Van 
Mohammad with the State Bank and 
the Bank. had advanced Vali Moham-
med Rs. 1 lakh. what would be the-
consequence' 



Slut Debejla: Even then the 750 
tolas of gold would be liable to con-
JlscatiOD. 

8hri Morarji Desai: All that is 
understood. But it does not take us 
anywhere. 'Dlis is not a problem for 
this Committee; it is a problem for 
you. 

8IIrI 8bah: 'lbe problem for . this 
Oommifltee is that when you are 
making a taw which makes it very 
difficult to ca.rry on this trade-I 
must say makes it almost impossi-
ble .... 

Slut --.rjl DesaI: It will be .rood 
if it is made impossible. I shall be 
very happy. That alone will stop 
the smuggling. That is the basic con-
clusion I -have come to. 

8IIrl Dehejia: Can a large quantity 
of smuggled gold be disposed of with-
out the complicity of well known bul-
llon merchants? 

Shrt Morarji Deal: Some well 
bovm merchants, not all 

Shrl Debejla: But many people 
finance this. 

SJui Morarjl DeIai~ If they can 
make a good bargain, they make it 
anywhere. 

Shrl Mablda: Can your Association 
take any responsibility in this mat-
ter? 

8hrt Morarjl Deal: I want to make 
it impossible. That is why this clause 
is put. If they do not do any busi-
ness, I shall be very glad. 

8hrI Morarka: May I ask one ques-
tion of Mr. Shah. In the illustration 
which. Mr. Shah cave what is to 
happen to the gold. Should the Cus-
toms be entitled to con1iacate the 100 
tow, or all the gold in whoseever's 
lJaods it may be. 

8IarI MorarJi Deal: What he said 
was that when it is traced to di1!er-
ent pel'IODB the person who can be 
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charged with not having' exercised 
cautllon should be penallaed. 

Shrl Morarka: Th4s is like stolen 
property. You cannot transfer title to 
stolen property. 

Sbrl Morarjl De.i: His suggestion 
hi that the gold is not to be taken; 
only a fine is ·to be levied. That is 
his suggestion. 

8brl SUh: If the gold can be 
identified, it can be con1lseated. 

8hrI MorarJ1 Desai: I readily agree 
that if it becomes impossible, let it 
become impossible. I have come to a 
blind alley where 1 have to take 
action. 

8hri Shah: It is a matter for the 
Select Committee and Parliament to 
deoJde. 

Sbrl Pnbllat Kar: It is admitted 
that in the bar of 750 tolas 100 tolas is 
smuggled. So the question is not of 
any doubt; itLs one of certainty and 
the gold will have Ito be confiscated. 

8brl Shah: Clause 120 goes much 
. beyond what you are stating the 
whole can be confiscated. 

8brl Morar;tl DesaI: I would say 
this. As a citizen if I am in posses-
sion of goods which I have acquired 
from bona fide people, but are found 
to !be stolengoocis, I would have no 
objection to get it forfeited. I would 
agree to it as a citizen. I have come 
to this clesparate solution. 

8hrI SIuIJa: You have used the coc-
rect word. 

81D'1 MorarjI ne.l: The interest of 
/the country u far more important 
than the intereat on any particular 
trade. 

8hrl Bamaaat:Iaaa Chett.lar: UnleS! 
we take very stringent measures wc 
cannot put down 1lhis gold smuggling. 

8Jarl Morarjl Dtal: It is a very 
dangeroUs thing that is happening alI 
/the while. It is 4nereaslng e\tery year. 
This trade Is being mabltaln0e4 on 



that 0DIly. No gold is being produced 
in 1Ibe country. 

Shr1 Shah: There iB enough stock. 

8brt Morarjl Desai: There is stock; 
but the stock does not come out for 
ale. 

&hrl Bade: I think what he means 
to say is that innocent people should 
not be made to au1!er. 

Sb.ri Bamanatbaa Chettiar: Today 
the world price of gold is much less 
than the price in our country. 

Shrl Morarji Desai: There is acute 
scarcity of gold in the country and 
there is the hunger of the people to 
buy. 

Shri RanMmathan Chett1ar: . That 
leads to smuggling. Unless we take 
stringent measures to put it down, we 
~ot succeed 

Sbrt Mc»rarji Desai: It is for us. to 
decide; it is not possible to get any-
thing from them. 

Sbrt Morarjl Desai: I wi:ll have to 
find a solution, whatever may be the 
risks. Even if it appears monstrous I 
will haVe to do it. 

Shrl Ramanathan Chettiar: May I 
~uire from them whether the Bul-
lion Assooialtion have thought of 
evolving a code of conduct at least 
among their own members? 

Shrl Morarjl Desai: You are ex-
pecting the impossible from them. 
Can I suggest any code of conduct to 
iihem? I cannot. Therefore, how can 
they suggest any code of conduct? 
They cannot. It is impossible. 

8bri Bade: Mr. Shah, with regard 
Ito clause 120(2), do you want to 
delete this proviso or do you want to 
amend it? 

8hri Shah: In the proviso we want 
only an amendment that a bona fide 
purchaser who has received it with-
out knowing or without having reason 
to believe that d.t is smuggled goods 
:should not be pena1lsed. 
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Shrl Morarji Desai: He will not be 
tiable tor proseCution, but for con1is-
cation he should be liable. 

8hrl Shah: Only of the gold that is 
smuggled, not the whole lot. 

Shri MorarJi Desai: The whole lot.-
lock, stock and barrel. I would say 
that even his propel'lty should be 
coIllflscated. Then and then only will 
this stop. I want to put dread into 
the minds of the people and to stop 
this 

Shrl Bade: Mr. Shah, would you 
say ht iJt should 'be confiscated and 
not forfeited? 

Shri Shah: There is no differenct! 
between confiscation and forfeiture. 

Chairman: Anything else? 

Shri Shah: There is one thing more. 
As regards the provisions for appeals, 
revisions and ·reviews, their request is 
that just as in Income-tax and Sales 
Tax there should be a ,tribunal to 
hear appeals. That ~s their request. 

Shri Morarji Desai: The request is 
before the Committee. The Committee 
will consider it. 

ShrI. Shah: Another thing is that in 
olause 121 the provision is that the 
sale proceeds may also .be taken away. 
Their only request is this. Where 
any goods are purchased by any 
person having knowledge that they 
are smuggled, the provision is all 
rigbt. But when you say "or reason 
to believe" this is very wide and 
therefore these words should be 
omitted. If he has knowledge that 
they are smuggled goods, the sale pro-
ceeds may be confiscated. But the 
words "or reason to believe" should 
be omitted. 

ShrI MorarJi Desai: They are the 
same thing. 

Shrl Shah: They are not the same. 
Parliamentary legislation does not 
use redundant words. That is what I 
know of. 

Shrl Morarji DesaI: They are not 
redundant. 

ShrI Shah: So they are different. 



8Iari DebejIa: In this cue you men-
tioned would the boldsmith have 
knowledge or reaaon to believe? 

8brl 8bab.: He would have reason 
to believe. 

8hri Morarjl De8al: Therefore both 
th.inas are required. 

S1u1 Sbah: Where you forfeit the 
mnuggled goods it ia all right but 
when it comes to the sale proceeds ... 

Slut MorarjI Desai: Even the sale 
proceeds. Unless there are monstrous 
provisions there is not going to be a 
solution to this. And th.ese are mons-
trous provisions. I am not denying 
that These are not ordinary provi-
llions. But they are very necessary. 

Shrl Ku&urchaDcI: (Spoke in Guja-
rati). 

8IIrl Morarjl DeIIaJ: Shri Kastul'-
chand says that this will be a very 
great hardship to the people who do 
bona fide transactions. I say this is a 
haMship and we cannot afford to 
take away the bal"dsbip. 

Shrl Bari VIsIuua W:anwtb: The 
hardship may be minimised. That is 
all that we can do. Life is hard for 
every one. 

8ItrI Morarjl Delat: We can try to 
do that That is for the Committee 
to consider. 

Shrl Trlhml": This will stop the 
trade completely everywhere in India. 

Shrl Morarjl Desal: That also may 
be necessary. 

Shri TrllramJal: Suppose a man has 
ten or Meen tolas of gold and he 
goes Ito somebody asking him to 
ftnance against it. Nobody would 
finance against that gold. 

Shri MorarJl DeIa1: He will pre-
aerve the gold and not incur any debt. 
Be will save himself. 

Shrl KalltarehaDcI: (Spoke in Guja-
ratl). 

Shrl IIorarjl DeDI: He lays that 
1Ida won't be accepted by the coun-
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try or that tbJa will not become cur-
rent. I say we have lot to chance 
the customs, th~ habits, the traditions. 
We haVe not kept our modes of: 
dress, food and, actions. The joint: 
family has broken up. 

"r ~~ : l{ If '- "litT ~. 
i fifi ;.fct: fij4lfE:t4i Iti'T IIi11f ti j i 
(t ,"00 lf~,j t w ~ mt _~ i 
'fT1{f;rq) ifi i !f~1" \11 N IfiW ~ 
;r(Y~1 " 
~ ft A"· 4 • .. ' it <I~t( • '"' : 'If ~~~.w 

srmr ~ n Iti'T iAT ,,!T~ ~ f\art 
mil 
Cba1rman: Thank you. 

(The witnesses then wit;.d:ew.) 

nI. Tal: MADRAS JEWELLER3' ANDo 
DIAMOND MERCHANTS' ASSOCIA-

TION, MADRAS 

SpokeBmen: 

1. Shri V. Pandurangiah 
2. Shri Barend.ra Mehta 
3. Shri P. GopalakriBhniah 
4. Shri Kanayalal Mehta. 

(Witnesses were caned in and theV 
took theiT seats.) 

Chalrmaa: Your Memorandum has. 
been distributed to all the Members. 
of the Committee and they have gone· 
through it. If you want to supple-
ment it you maY now do so. 

8hrl IIanD4ra Mehta: Here are-
diamonds in various fonns in which 
they are cut for demonstration. 
(Shown to Members). 

Sbri Morarjl Desal: How many 
diamond merchants are there in 
Madras? 

Sbri PaD4unarIah: Two-hUndred· 
and twenty recogn1aed traders "'hOo 
deal in. diamonds and jewellery. 

lUI MorarjI DeIal: In. Madras cIty 
All over Madru? 



SIart Paa4U'U111ah: Diamond mer-
chants, dealers in gold ornaments, 
:about 5000 people. 

Shrl Morarjl DesaI: In Madras they 
·use diamonds more than in other 
lPlaces. 

8hr1 PuuluraarIah: Yes. Diamonds 
-of a particular quality are used in 
Xadras, mostly the better quality 
-ones. 

8JIrI MorarjI DesaI: Because it is 
aid that in marriage, every girl must 
have one just as every girl must have 
~e gold in our State. 

lIhrl PalldIll'l.DCiah: At least one 
pair of ear drops of good quality, 
"'Without ftaw. There is some senti-
-meM attached to it. They will even 
"borrow to buy this. 

8hr1 Morarjl DeaaI: On thow many 
clauses do you want to speak? 

Sbrf P."duranPab: What we have 
to say will be in 8 general way. We 
~ worried about certain aspects of 
"this BID. 

6hrl Morarjl Desai: The idea is to 
-put fright into the minds of the 
-people concerned. 

Shri Panduranglah: In the process 
-of doing that, you are frightenin,g the 
-very existence of the trade. We feel 
-that certain peculiar aspects of this 
'trade have to be explained as they 
-may not be known to you. Weare 
confident that if what we have in 
mind is made known to Government, 
there will not be any trouble. I would 
like to make my .submission~ with 
only one or two general remarks. This 
is an industry which has been going 
on for thousands of years. It fills a 
definite n~(!d in the social economy of 
the country. People n~d certain 
commodities and jewellers have to 
~ist. I do not want to cite the Par-
'ldnson law, I will only say that we 
the bona fide jcwell('rs in India have 
got a right to be protected by the 
'Government against seizure, arrest. 
'being taken before a magistrate, 
'being 'paraded in the streets and then 

being left without a defence UI4 
without a definite means of protect-
ina ourselves. We only request that 
the honest trader shoUld be protect-
ed from being harassed. If in the 
process of trying to check smuggling, 
bona fid" traders are put to trouble, I 
,ubmit that it is the duty Of the Gov-
ernment to protect them. We have 
got as much right to exist as any-
body alae because there is need in 
this counJtry for our services. This 
Bill has put a fright into the mind 
of every jeweller, and they have 
been asking: are we to wiped out? 
If that 'is so We would like to have a 
statement to that effect that we should 
change our business. 

Shrl Prabbat Kar: May I know 
whether all this picture ·of handcuffing 
and parading in the street etc., did 
take place? 

Shrl Pandaranrtah: I can prove 
any statement that I am making to be 
a fact. Any point I am submitting I 
am prepared to prove with facts and 
ftgures. 

;Shrl Prabbat Dr: I only wanted to 
know whether anyone of your mem-
bers was handcuffed and paraded in 
the streets? 

ShrI Pancl1ll'lUlgiah: Yes, it hap-
pened, and the Association took up 
the matter. The matter went to the 
highest persons. We made represen-
tations to the lG. of Police in Madras 
on this specific instance, and we have 
been given a letter saying that the 
members of our Association will b~ 
treated, with the utmost consideration 
in future. I have got the letter in 
the files of the Association. I can pro-
duce it. 

Shri Bakar All Mirza: What was 
the case in brief? 

Shrl PaDdarangiah: The case wall 
that the man bought a property which 
was supposed to be smug~lcd or 
stolen. The man was han~cuf'fed, 
paraded in the streets, beaten, and 
the matter became so serious that it 



had to betaken up with the State 
Ministry and the I.G. of Police, and 
written representations were made. 
A letter was received from. them that 
cauideration would. be shown to the 
members and that safeguarids would 
be made, and that in similar cases. 
the Associ8tion officials would be 
allo~ed to give evidence and their 
evidence would be taken. 

Shrl Bari VlsImu Kamath: Was it 
proved that it bad not been smug-
gled? 

Shri Panduningiah: Yes. It was 
released. 

Shrl Prabbat Kar: Was it by the 
customs au~rity? 

8hri Panduranpah: Yes, CUStoms 
and police. In a case ot goods smug-
gled, stolen or unaccounted, whethc'f 
the action is taken by income-tax. 
police or excise ... 

Shrl Dehejla: Under the Police Act 
of a State, whexi some goods are 
found which cannot be accounted for, 
the police have certain powers. It 
may have exceeded. its powers in a 
partioular case. 

8hrI PaDd1IraacIah: We do n04 

object to that, we only object to the 
manner in 'WIhich that Act was en-
fon:ed. 

Dr. L. M. Slnrhvi: Were those 
proceedings initiated under the 
Police Act or was it done by the 
police at the instance of the customs 
authorities? Who flIed the F.I.R.? 
• 

ShrI PanduraDaiah: Customs. 

SIu1 •• JIam .... than Chettiar: Where 
was it conflBcatetj and where was the 
person arrested? 

Shrl Pand1lftllllah: This happened 
in Madul11. lit was brought by the 
customs, and then we took it up. 

Shrt •• Ita .. hathan ChettIar: 
Land eustoms? 

ShrI Puulara.naiah: Land customs 
or sea customs, I suppose It is the 
ame. 
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8brl IIOn.rIl DeII1: When was 
tIU, 

ShrI Panc11U'&D1'1ah: About two 
71U'1 back. 

Shrl Dehejla: Could the I.G.P. live 
that undemaking in respect of a cus: 
toms ofIk:erf 

Shrl Pancl1If'UIIIah: The police ill-
treated the person, and We submit 
that whatever may be the case, we 
the organised Association will com~ 
to the help of the police, but we d() 
not want vindictive action to be 
taken against anyone. 

Shrl a. Ramauthan Chettlar:-
This is a matter for the police. I do 
not think the customs come into the 
picture at all. 

6hrl IIart Vbbau Xamath: You 
mean to say that powers conferred on 
any officer are likely to be abused? 

Sbri Pu.cI1Il'IUIIiah: Yes, it is onlY 
from that point at view. That is 
why I submit that this Bill and its 
whole SPirit has put a fright into the-
minds of bona fide traders. We are-
asking this simple question: will we 
be penmtted to live and do our busi-
ness? It some one person smwggles 
somewhere, why should the nonna] 
bon'! fidp. trade c;uft'er? We have n() 
objection to the smuggler being 
caught red-handed, he may not have 
any defence, and we will not go to 
his rescue. 

8hrI Bart Vishnu Klamath: In the 
ease mentionect by you, did your 
Association proceed agaInst the poli~ 
oftlcer Who committed excess? 

Sbrt P&JUI1InD&'Iab: Yes, we di" 
We made a representation. We did 
not make a complaint in a court of 
JJlW. We madn a reprp.sentation to 
the lG. and the CommissiOner. 
becaUSe they were sympathetic at 
tJhat level. 

Sbri A. V. Barhavan: It was opeD' 
to you to take common Jaw proeeed--



, IIIIt ~ After the man w.. handcu1fed, paraded in the 
streets, beaten in the police station, 
what benefit or what satisfaction do 

. we get out Of proceeding against him 
when the damage has ,been done? 

Shrl A. V. Rachavan: It will be an 
example to others not to do it. 

Shri Pandlll'&llClah: Short of going 
to a court of law, we did everything 
possible. The position is this. If a 
man is caught in the street with a 
packet of Lucky strike in his pocket 
and is taken to a police station and 
asked to explain, he cannot reason-
ably account for that packet unless 
he says that he came by a plane and 
bought; the packet on the plane. 
The packet has got the mark and the 
tobacco is fresh. A watch has got a 
registered number engraved at the 
back. Whenever we send it for re-
pairs, they say the particular num-
ber watch is being repaired. IdentI-
ftcation is possible. In a fountain pen, 
t'he parts and other things are named, 
stamped, engraved, and even if a 
spurious engraving is done, by mag-
nification it can be found out whether 
it is the original part of the pen or 
an 'imitation. In the case of the dia-
mond, which is a transparent article, 
which is cut either in this country or 
elsewhere, the excellence and skill 
of the cutting in India being equal to 
any other part of the world, the only 
identification that a man can I!live is 
as to where he purchased it. If it is 
10 per carat or 20 per carat, one of 
small size and mixed up with other 
items, it is impossible for Govern-
ment to lay down any particular pro-
cedure; nor is it possi.ble lor the 
owner of diamonds or the possessor 
of diamonds to defend. At the level 
where it is smuggled, either in the 

• '!lircraft or within the customs pre-
cincts, it can be cauRht and the man 
'cannot have any defence. Supposmg 
you catch one person with 100 carats 
of diamonds, he cannot saY he bought 
it In his grandfather's time or that 
they are his wife's jewellery; he has 
to account for them. But, once he 
gets Into the street, in the country, 
he is just like a convict escaping from 
,ail and shedding off the dress of the 
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prison and putting on civilian dre. 
and joining any party in a maidan of 
10,000 people. There can be no justi-
fication for burning up all the 10,000 
people 80 that this one man cannot 
escape. 

In the same way, we the jewellers 
buy in a bona fide manner from 
individuals. The source of supply is 
from the rough diamonds which are 
imported into the country and cut. 
Large quantities of diamonds had be~n 
imported by princes all these years· 
because of the diplomatic privilege. 
They are being sold. Till 1947, we-
ourselves were importing as many 
diamonds as we could possibly get. 
There was no restriction on the dia-
monds until 30th June, 1947. We could 
get anything; and the diamond im-
ported into the country on the 15th 
of June 19·~7 cannot be distinguished 
or differentiated from diamonds 
smuggled today and brought into the 
country. Idian Jl'I.ines are there. Dia-
monds are still being mined in a small 
way and rough diamonds are being 
imported under the Export Promotion 
Scheme or under the import controls. 
A diamond in your hand may be a 
milion years old; it is ageless. The 
diamond does not change for . years. 
It is not like emerald which will be 
watered down. Diamond is a thing 
which wi!! defy such an operation. It 
will be permanent even after hund-
reds of years. 

Shri Barf Vishnu Kamath: What is 
supposed to be the average life-time 
of a diamond? 

Shri Panduranl'iah: The geologists 
say that they must have been created 
by nature millions of years back. If 
anv diamond can be proved to have 
beEm with any particular person be-
fore -the year 1900, Y'OU can safely say 
that it is of Indian origin and, there-
fore, cannot come under the purview 
of smu.lu~ling. Because the discovery 
of mines and mining of diamonds in 
Africa was done between 1895 and 
18911 and it was not until ID05 to' 
1908 that diamonds in quantities en-
tered this country. From 1905-1908 to 
30th June, 1947, diamonds were freely 



fbeiq- imported. -Even South Africa 
"'W8S selling diamonds to us until IM5. 

8hrl BarI VlsImll Jr.math: Is there 
lany test by which you can discover 
; how many years back a particular 
;niamond was cut and polWlecl' 

Slui PaDd1ll'8llliah: RegarciiDl cut-
:ting and polishing we can broadly 
,classify them into what are known .. 
"having been popular in the twenties 
• or before. But, if it is a question of 
~ diamond cut after 1935, it will be 
• absolutely impossible to identify be-
cause there has been no broad change 
_in the style and manner of cutting. 
The angle at the top and the anile 
at the bottom, the number of faceta, 
'the proportion of thE' girdle, that i8 
-the base, to the diameter, that is the 
.-top table, there has been no broad 
-change from 1930 and 35 till now. 

Sbrl IIari VIIIIuuI Jr ..... ~ Is the 
:technique the same in Europe and in 
~India? 

8brl Paa4111'1Ul1iab: Yes, Sir. It i8 
,{d·.ntical because it is a question of 
;pure geometry. 30 .to 32 degrees is 
the limit for the top and 27 deereea 
~for the bottom; 24 facets at the bot~m 
and 32 facets at the tope; one at the 
"top and one at the bottom; total 58. 
lt is pure and simple geometry. If a 
-diamond is not cut that way, it will 
be considered to be badly cut and 
badly shining, and, therefore, not 
'Worthy of being called a good dia-
mond. 

I submit once again that it is trans-
_parent In a transparent stone, that 
_is diamond, which is with me from 
1920, if I do not like the cutting, I 
can send it to one of the diamond 
-cutters anywhere where cutting is 
>done and have it re-shapped. It will 
look all if it is newly cut. Cutting 
b a thing which is done by human 
'-hands, capable of changing the shape 
of a diamond to bring out its best 
"brilliance and, therefore, it is a ques· 
1ion of craftsmanship. Our cutters, 
-particularly in the Surat area, are .0 experienced that some of the 
'biggest and most valuable diamonds 
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are cut_ and polished in India. Surat 
a2avasarai are the placet where 
dl "" da are cut. 

Sbrt MahIda: Cambay also. 
8brl Pan41l1'aDC1ah It iJ tor rubles 

and sapphires. 

Sbri Barl VlsImu Jr.m.th: It is the 
Minister's constituency. 

Sbrl Morarji Deul: I am aUowin, 
him to hear fully if he wanta to. I 
have taken a lesson trom him . 

Sbrl Bart VIsJuaa. Kamath: My con-
stituency produces tarboo;as and 
kharbooJas. 

Another question is, so far as uncut 
diamonds are concerned, can yOU dis-
tinguish deBhi from ,,(deshi? 

Sbri PaDdllraDClah: It is not possi-
ble. In the olden days, luckily nature 
did not differentiate politics or geo-
graphy. The diSCOVery wu made 
under identical circumstances; wheu 
the pressure exceeded sO much, when 
the temperature exceeded so much, 
carbon became diamond. 

Shrl Bart Vishnu Kamatll: There is 
difference between man and man in 
one part of the world and the other. 

8br1 Pan4araarlah: God'. presen-
tation of humanity being two eyes 
and two ears, in the same manner .... 

Shri Bari Vishnu Kamath: The 
ethnic qualities of mankind vary from 
part to part of the world. They ne 
quite different. 

Sbrl Paa4UraD&'1ah: May I submit 
that these qualities are man-made ond 
not God-made? 

8brl Bari Vlsball Kam.th: I do. 
not speak about thephyaical quali-
ties, but about the ethnical ones. . 

8brl Morarji DesaI: Every child in 
any part of the world cries in the 
same manner, smUes in the same man· 
ner; Us gutterals function in the same 
manner. It is only after they come in 
contact with people like us that theJ 
di1!er. 



8hrl Bart VlshDu JUmath: I do not 
talk of the inner qualities; but 1 am 
speaking of the external variations. 

Shrl PaDduraarlllh: My submission 
is general and not with regard to 
particular clauses because I am" not 
worried about the clauses. If you 
understand the thing, then, you will 
10 frame the clauses to suit us. 

8brl Morarjl De!IIIl: We are not 
worried about you or 'how you carry 
on your business. We are worried 
about smuggling. 

Shrl PlUldDl'alllia.b: With regard to 
smuggling I would submit this. 
People are smuggling because a cli-
mate has been created for that. 1; do 
not wish to say who created this cli-
mate. 

Sbrl Morarji Desai: Nobody creates 
the climate; it is the smugglers who 
create the climate for themselves. 

Sbrl PlUld1U'allClab: You may take 
as much strong action against smug-
gling as you like. We do not plead 
for them. We are not here as repre-
sentatives of the Smugglers' Associa-
tion. I do not know whether the hon. 
Minister is aware that in other coun-
tries there are smugglers' associa-
tions in existence. 

Sbri Morarjl DesaI: I do not know; 
this is the first time I hear of it. 

Sbri A.. V. Itqhavaa: Are they 
legal associations? 

Sbrl PadIll'l.Dl'lab: They are 
known a8 Smugglers' Associations. 

Sui Morarjl Desai.: They may be 
like a gang of dacoitsj they cannot be 
associations. 

Sbri PaadlU'&nclah: They may not 
be legal" but illegal. They call them-
.selves associations. 

It is not legal; it is illegal. We 
want to state that the prejudice which 
seems to ,be in the minds of the Gov-
-emment that we are conecled' in some 
way with illegal transactions is not 
justified. 
1812 (B) LS-8 
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Shrl Morarji Dea.l: No illegal 
transactions can take place unleSl 
those who do the legal transactiODI. 
get mixed up. Not all of them. Some 
do get mixed up. Otherwise 110 ille-
gal transaction can remain there. 

Shrl Pandura.ngiah: Clauses 101 
to 105 relate to the power to search, 
arrest, etc. We wish to submit that in 
the case of arrests, etc. the present 
provision which asks them to go !o 
the Magistrates should be continued. 
It has a salutary dect. The bona-
fide. of merchants who are known for 
their honesty and integrity are known 
to the Magistrates who do not gene-
rally give permission to arrest unless 
they have got strong reasons to be-
lieve that there is some truth in what 
the police or customs officers say. 
Once a place is searched, the customs 
people come in and then the whole 
business is paralysed. I have known 
instances Where even for ten hours 
officers sat there and refused to allow 
a person to go even to the WC or 
receive telephone calls in the normal 
course or the customers to come in. 

Shri Morarji Desai: I can under-
stand about the telephone calls not 
being allowed but I cannot understand 
about a person not being allowed to 
go to the WC. If any officer had done 
like that I am prepared to be very 
stem on it. 

Shri Pandorangiah: What can the 
,poor person do? t wanted to come to 
Ihls help. He was very fr'igbtened. 
He was not allowed to talk to his 
lawyer or friends and when I wanted 
to see him I was not allowed. 1 am 
the President of the association. 

Sbrl Morarji Desai: Nobody is 
allowed except panchas when the 
search is going on: no lawyer can be 
allowed. After the search is over, a 
lawyer or others may be allowed to 
go in or see him . 

Sbri GopalakrisIrnalah: Sometimes 
coercion takes place. 

Sbrl Ml)rarji Desai: We have also 
got provisions to put fright in • the 
omcera if they do improper things. 
But you must write to us. 



8Jar1 A1Iaa4: Another impression 
created by you is that under the pre-
HIlt Act one requires the permission 
of the maJistrate to arrest a person. 
It is not so. You can see section 173 
of the existing Act; it is not necessary 
to get permission from the magistrate. 

Shrt Paa4uraDJiah: I was think-
ing of search warrants. 

Shrl Mebta: Our request is that 
learch warrants may be issued by 
the magistrates. It ihappens sometimes 
that people are kept 'in custody the 
whole night and they are even beaten. 

Shrl MararJI n.at: That is illegal 
Suppose you are beaten, unless you 
complain how can action be taken. 
Unless you are courageous enough to 
complain, how can any provision help 
7G1L 

Ibri Mebta: If the presence of a 
lawyer is allowed at tihat time it will 
be of help. 

8b.rl MorarJI Deal: But if he beats 
before the lawyer comes? He can-
aot be accompanied by il lawyer 
everywhere. A lawyer can see him 
after the search is over; nobody pre-
vents that. 

Sbri Barl Vlslmu KaJNtb: At what 
stage of the proceedings would you 
need the services of a lawyer? 

Ihrl Mehta: After the search is 
over, immediately a lawyer should be 
allowed. 

Sbrl Morarjl 0-1: Nobody pre-
vents that. If you want that it should 
be mcorporated in law, how can we 
do that? 

Sbrl Mehta: In practice 11181 do not 
allow the lawyer to come. An ordi-
nary penon doel not know the law. 
The officer lays that the presence of 
any lawyer is not allowed. 

The officer will say, "you 
cannot get a lawyer." The ordi_ 
nary man will not know the law. After 
the officer makel the search and 
~es it, the man will lay that he 
wants to be brought in. 
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Sb.rl MorarJl DeIai: What for? 
8b.rl .... ta: '1'0 put questions. 

8Iarl MorarJl DeIaI: Tille o1Bcer 
leaves after the search. 

Shrl Mehta: The mahazar is ther. 
The statement is taken 111ere. 

8hrl Morarji Deal: .If the state-: 
ment is taken the lawyer will not be 
allowed. 

8hrl Mehta: He comes to the cus-
toms house or to the customs officer 
and he is detained there for a Ilumber 
of hours; sometimes from one to 
eight hours. 

8b.rl Morarjl D-': He cannot be 
detained. 

£fu'l Mehta: That is the prevailing 
practice. 

Shrl Rarl VIshnu Kamath: You are 
afraid that the customs ofBcer may 
force the man to make .. statement. 

ShrI Mehta: Yes; and so, he can 
be in for greater trouble on the next 
accaalon. 

Shrl MonrJI 0-1: That is . what 
happens when confesS1ons are taken 
by the police. They are taken into 
account. 

SJarl Mehta: In the preeent Act, it 
is being said that confeslion before 
the police ofBcer or the customs ofBcer 
is lOing to be a PUCC4 document. 

8hrl Bart Villlma Kamath: The 
Committee will onsider that. It is a 
reasonable suggestion. 

Sbrl Mehta: We request the Com-
mittee to consider this aspect very 
sympathetically. 

Sbrl Bimatsblrka: We cannot make 
it provisional. 

Sbrl MorarJI DesaI: He wants that 
he should be allowed. 

SJarl Mehta: He should not be dIs-
allowed. If he wants, he should be 
allowed. . 

Shrl Morarjl ne.t: That depen~ 
on the discretion. 



Dr. L. It. S ...... ft: I would request 
the witness to tell 111 if it is within ht. 
knowledge-if there is any specific 
instance within bis knowledge-where 
there was an extortion of a statement 
by a custOms offipial though there is 
nothing in law to force a man to make 
his statement. .:nt is open to the per-
80ns charged to make a statement only 
after he has consulted his lawYer-
he cannot ,be forced to make a state-
ment until he has consulted the law-
yer-but arp. they making their !tate-
'CDent on the basis of any sp~ciftc case 
within. ~eir knowledge, or, is it just 
an antIcIpatory sort of relief that they 
are seeking? 

Shri PaDd1ll'allClah: I can give an 
instance of a man who was kept tor 
the whole ni~t in detention and tnen 
a statement was put before him and 
he wlls asked to sign it. I had per-
8Ona11y to intervene in the matter 
He signed the statement. . 

Shrl MorarJI Desai: When did this 
happen? 

Shri Paad1ll'lUll'lal1: A year before. 
8hrI Morarjl Desai: Did you com-

plain about it? 

Shri Pandurandah: I shall briefty 
tell you what happened. At 1 O'clOck 
in the mornlDg I telephoned to the 
Collector of Central Excise. I woke 
him up and asked, "what has happen-
(.'<1 to so and so, who was arrested at 
9 O'clock in the night?" He said he 
mwt have returned home. I replied 
that he had not and that his wife and 
children were in my bouse and "they 
say that the man has not come back. 
The man has not come back and he 
is still in your office. Will you kindly 
check up?" The CollectOr was known 
to me personally and therefore he 
was very courteous and said, "I have 
ordered that he should be sent back." 
He then rang up his office and was 
told that I was correct aDd that the 
man W8,s still under detention. He 
told me, "He is here still. We have 
given him a bed. We hwe provided 

. cofB for him for sleephg." I asked 
"Why should he be there? Please let 
me know." He said, "We have had a 
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trunk call to Bombay for a certain in-
formation, and un1!i.1 that Information 
is checked, I am detaining him lor 
the whole night." 

Shri Morarji DeaaI: That becomes 
necessary. Otherwise, he will get into 
contact with others and whitewash the 
whole evidence. 

Shri PanduraJll'lah: I said that the 
Collector was not quite correct in 
doing so,because the moment the man 
was arrested, trunk call had already 
been made by his relations alnd it 
would not help anyone by detaining 
him there. 

8hri Morarji Deeai: The man does 
not have the telehone for contactiug 
anybody. 

Sbri Pluulura.actah: But his rela-
tions do it. 

Shri Barl Vlllma Kamath: Was he 
detained for more than 24 hours? 

Shrl Panduraqiah: From 9 O'clock 
in the night to 7 O'clock in the morn-
ing. 

Dr. L. M. SiDc'IrvI: Was the man 
made to sign a statement? 

Shri PandaraJlCiah: He was made 
to sign and he signed it. 

Dr. L. M. SiD&'hvl: What fiappened 
after that? 

8hr1 PandaraD&'Iah: Actually, I do 
not know whether the statement w •• 
believed in or not. But ultimately 
those goods were confiscated. 

Shri Morarjl Desai: You must have 
gone to court. What happened then? 

8h1'l Pand1lJ'UlClah: 1 think one or 
two packets which were identiftable 
were returned to him and the "_ 
was confiscated. 

8bri Morarjl Desai: Then there 
was a case for confiscation. All these 
things have to be done. Otherwise 
noth'ing can be identified. We have 
,ot to be very harsh on this . 

Shri Pandaranglah: But they were 
not able to prove from the accounta. 



aut II8nrjl Deul: You have ,ust 
IBid that and you have lone to court. 

8bd PaaIl1Iraqtah: Two packets 
which could be identifted were re-
turned by the court. 

Shri Morarji Deal: So, it WJlS on 
a proper basis. There must have been 
a mistake in respect of one or two 
packets. But this means he was a man 
who was dealing with all these things. 
Why are you tryillJ to save him? 

8hrl Pultl1lraqiah: I am not tryitlJ 
to do that. I only say that he was 
detained for the night. 

Shrl Morarji Desai: I do not think 
there was anything wrong in his 
having been detained. 

Shrl Pand1ll'allliah: We said that 
his wife and children were in my 
house. 

Now, we come to section 118. Under 
this, when packages get mixed up 
with other things, when there is a 
suspicion, the whole stock can be con-
fiscated. It this is literally tollowed, 
even if five out of 100 diamonds are 
suspected to be smuggled, all the 100 
diamonds are to be confiscated. 

Shrl Mora.rjl n.al: Can yOU not 
separate the diamonds? 

Shrl Pand1lJ'aDCl&h: It is such that 
you cannot separate it. 

8hri MorarII 0-1: Then what has 
to be done? 

8hr1 P8IId1ll'aDllah: If, out of tour 
carats, one and a haIt carats are sus-
peeted, then they can be taken out. 

Shrl Morarji Deal: That could be 
done, if it ia possible. But, if all of 
them are of the same size, what could 
be done? The whole thing is to be 
confiscated. 

Shri ."'1II'aIIIIah: But is it fair? 
It may not be possible either for the 
prosecution or for the deten ce to dis-
tinguish them. 

... Melita: When there ia intOI'· 
matlon that something haa been &mug· 
gled into the country, there may be 
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also some information as to the quan-
tity of goods that have been smuuled. 
Suppose the quantity of smuggled 
goods is about 100 carats, if there Is 
reasonable evidence that the total 
quantity is 500 carata, then, 100 carats 
alone Will be confiscated. 

Shrl Morarjl ne.I: All the stock 
will be forfeited and confiscated 10 
ilhat the God-fear will be in their 
minds and they may not repeat it 
again. The whole stock will be for-
feited. 

Shrl Pan4111'SDClah: How do you 
protect the ordinary bona. fide trader? 

Shri Morarjl DesaI: A bOM flde 
person is one who does not mix up 
things. Once it is proved that all 
these are mixed up and smuggled 
goods, 1 do not know what you want 
us to do. 

Shrl Barl VIshnu ltamatll: Your 
case is that only he should be liable 
to punishment who, knowingly or 
wilfully, mixes smuggled goods with 
the genuine goods. Then, there could 
be no objection. 

Shri Moradl Desai: Clause 120 
says: 

"(2) Where smuggled goods are 
mixed with other goods in such 
manner that the smuggled goods 
cannot be separated from such other 
goods. the whole of the goods shan 
be liable to confiscation;". 
Shri Gopalakrl!llalah: The goods 

are seized even on suspicion. The 
whole thiilg is taken away flrst. 

8hrl Morarjl Delat: If it is proved 
the whole thing is taken away. 

Shri GopaJakrtahn1ah: If the pro-
lecution ihas got a proper, reasonable 
belief, if they have reasonable evi-
dence, it can be done. 

8hrl MorarJl~: Betore a pro-
per investigation is made they cart-
not do it. But on suspicion also, it 
must be done. 

Shrl Gopalakrlsludah: Then where 
is the aafet)o1 



Shrl Morarjl DesaI: There should 
be no safety for it 

Sbri Pnbbat Ear: If it is 3lready 
a proved matter, all these things will 
not arise. 

Shrl Mehta: Whether the business 
we are carrying on is legalised .... 

Shri Morarjl DesaI: All illegal 
b1Uineu is mixed up wi1lh le,al busi-
ness. 

Shrl Mehta: I perfectly agree with-
yOU. Let me give a concrete example. 
A has 1,000 carats of smuggled dia-
monds and he sells 500 carats to B. 
B sells out of these 500 carats to C. 
C is a bona fide purchaser. He has got 
a voucher from B and he has paid B 
through a cheque. After somet'lme it 
is found by the department that A has 
smuggled the diamonds and sold It to 
B, who has in turn sold it lo C. C is 
in possession of a bona fI4e bill and 
he has paid through a cheque. Bow is 
C responsible? How does he know 
that the diamonds he purchased are 
lDIluggled ones? 
. Shrl Morarjl. Desai: C will not be 

prosecuted, but the goods will be con-
fiscated. 

Shrl Mehta: What mistake has he 
committed that he should lose the 
goods he has paid for? 

ShrI MorarjI DesaI: Smuggled 
goods should not be allowed to remain 
with anybody. 

ShrI But. VIsIma. Kamath: He says, 
C has purchased them without the 
knowledge that they are stolen. Under 
the IPC, he is not punishable. 

ShrI Morarjl DesaI: That is Why he 
is not proceeded against. 

Shri Bade: There was a case which 
happened in Indore. An advocate pur-
chased motor ear from Calcutta and 
it was stolen. It was confiscated In 
Indore. When he proved that he was 
a bona fide purchaser, the court order-
ed that the car should be restored, to 
the original owner. 

Shrl GopaIakrIs1mIah: In this case. 
identification is not possible. 
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Shri Mehta: Suppose I have pur-
chased 100 carats of diamond by VOU-
cher and I have a stock of 500 carats. 
All my stock of 500 carats will be 
confiscated by the department 

Shri Morarji DeIal: Under the 
proviso, the 400 carats out Of that 
will be saved and restored to you 
when you prove that 1:abey are not 
smuggled. 

Shri Mehta: To get relief for my 
400 carats, it will take 2 years. My 
entire assets will be in your hands 
and I am out of business. 

Shr1 MorarjI. DesaI: There can be 
never 500 carats in one packet. It is 
pure imagination. How many carats 
were there in the packet you showed 
to me? 

Shrl Mehta: 10 carats. But under 
the present law, my entire stock will 
be confiscated. 

Shri Bade: Your point is that the 
whole thing should not be confiscated. 
That is the difficulty for the committee 
also. The previous witnesses also 
have mentioned it. We will discuss 
it and come to a decision. 

Shri Morarjl Desai: It is for the 
committee to decide. 

Shri Dehejla: Under which clause 
do you fear that the entire stocks 
will be confiscated'? 

Shrl Mehta: Clause 118. 

Shri Morarjl Desai: He is wrong 
when he says that the whole stock 
will be confiscated. By overstating 
your case, you lose your case. Has 
it ever happened? 

Shri Mehta: Yes. In Madras last year 
Rs. Ii lakhs !worth of goods were 
confiscated. There were nearly 22 
packets ranging from 2 carats to 23 
carats in each packet. Still no de-
cision has come from the excise 
officer. 

Shrl Morarjl DesaI: You give me 
the details before yOU go and I wtU 
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look into that. Not only this case, 
but in other cases also, if there has 
been harassment or wrong use of 
power, if you bring it to our notice, 
we will go into each case. U any 
officer harasses you and if you come 
in appeal, I will certainly punish 
him. 

Shri Mehta: Thank you. 

Sbrl Bade: So far as this case is 
concerned, the Minister has liven 
the assurance. That is all right. But 
we are here to consider the whole 
problem which you have raised. 

Slut MelIta: Our point is that the 
diamond is indistinpishable. 

Sbrl .... e: Can you throw some 
light on clause 115 about confisca-
tion of conveyances? 

8hrl Paa4anua1ah: They conftscat-
ed a motor car just because smuggled 
watches were kept under the seat. 

IIu1 Morarjl Desai: There is n0-
thing wrong in that. 

Sbrt Paa4uaD ...... : It was the 
watches which were smuggled and 
not the car. 

Sbrl MorarJI Deal: Under the for-
mer Act, We have confiscated several 
motor cars. They have gone to the 
courts and lost. It is not a new pro-
vision. Cars are used for smuggling, 
kidnapping, dacoity, etc. In such 
cases, they are boUlld to be conflscat-
ed. 

8ItrI MeWa: The first man who 
knowingly smuggled should be 
punished. 

Sbri Morarjl Deal: Suppose from 
you shop some diamonds were stolen 
and after changing several hands, 
they are found in somebody's posaes-
slon and that person was a bona flle 
purchaser. The diamonds must be 

\ftIStored to yOU, but so far u the b0ft4 
~ purchaser is cOllcerned, his "-
medy is apinat the perscm from whom 
he purchuecl 
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Shri Mehta: Where one packet of 
500 carats is sold in the same condi-
tion, that is absolutely justifted. Sup-
posing it is not sold in the same con-
dition. We have sbown that it is not 
possible to distinguish the diamoncl 
How can we prove that it is duty paid 
or not? 

Shrl Mora.rjl DM&!: Even if you 
trace it, how can the goods not be 
retumed to the original owner? 

(Shri Pandaraartah: Then We come 
to clause 123 which deals with the 
burden of proof. This is a point OD 
which we are feeling very unhappy. 

Sbri Morarjl Desai: You are bound 
to feel unhappy. I also do not feel 
happy when I have to be heard. 

Sbrl PaDd1U'alll'lllb: I hope this 
applies to individuals and also dealers. 
The individual concemed can only 
say that he bought it. How can he 
be expected to prove anything be-
yond that? How can he prove that 
it is not a smuggled thing. 

Sbri Morarjl Desai: If it is proved 
that it is bon" fide purchase he will 
not be prosecutett. 

Slut Bade: According to section 123 
you lire to prove two things. You 
have to prove that you are a bOM 
ftde purchaser and, secondly, that the 
goods are not smuggled goods. YOtl 
want to remoVe the second part. 

Sbrl l'aDdaranclab: The thing 
might have passed through hundred 
hands. It would not have even been 
bought, it might have been polished 
locally or an old-cut diamond might 
be re-cut. How can I prove that it i. 
not a smuggled diamond? 

Slut Morarjl Desai: We have said, 
therefore, that the grounds for sei-
zure will be conveyed to you. You 
can prove that thOle grounds are not 
valid. 

Sbrl Pan~: He can at best 
prove that It wal bought in a bona 
fide DlInl1er. oJ 



,ShrI Morarjl Desai: SUpposing some-
body gets something from Connaught 
Place which has been smuggled, what 
am I to do? 

Shri Pandurangiah: They are all 
branded goods. I am talking of 
loods which are not branded. It is 
as difficult for the prosecution to prove 
that it is not smuggled or smuggled as 
it is for the possessor. 

Shri Morarjl Desai: The misfortune. 
Is that regular dealers also deal in 
thi8 matter. 

811ft PaDd'UJ'allClaih: At least to save 
one honest man hundred people can 
be allowed to go. 

ShrI MorarJI Desai: In some mata 
ters like the matter of smuggling, I 
.am not prepared to su~ to it. 
ff I have reasonable grounds, 1 can-
not ,help it. I know that is a very 
well known axiom of law, but I am 
very much worried about smuggling. 

8bri Pandul'lUlJ'lah: But you cannot 
'hurt an honest man. Then you will 
be committing a great sin, that is all 
that I can say. 

Sbri Morarjl Desai: I will pay for 
it in the interest of .aciety. 

Sbri BarI Vishnu Kamatb: It is the 
view of the Executive, not necessarily 
of the Parliament. 

Shrl MorarJI Desal: Why of the 
Parliament; it is yet the view of the 
Committee even. 

Silrl Hari Vishnu Kamatb: This is 
a Committee of Parliament, and that 
is why I said "Parliament". 

8hr1 PanduraDrIah: He is dealing 
in a commodity which is not identi-
iiable. It is the duty of the State to 
protect him. 

Chalrmaa: Provided he proves his 
. bona fide he will be protected. The 
elause is quite clear. 

... PaIldaranrlab: This i. a thiq 
which you cannot prove. It is not 
like a packet of cigarettes. 
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Shri Barl Vishnu Kamatb: Can you 
suggest any concrete measures to pre-
vent smuggling and to catch smug-
glers? 

Shri Paad1ll'llJ1&'lah: Please give me 
a seat on the other side, then I will 
show how to prevent smuggling. 

Shri Morarjl Desai: Without sitting 
here why don't you show me'? You 
are not a good citizen if you know 
it and you do not tell me. 

Shri PaDdul'lUlliab: I have no 
powers to exercise. You tighten your 
defence on the ,shores. ;tt is only 
t.hrt>ugh a sense of trustration and 
,despair that the Government is bri~ 
ing hardship on honest people ,so 
avowedly and so openly. 

Shri Debejla: What is the length 
of our shores? 

8III'i PaadaraIIgIah: It i. not the 
length of the shores that mattera. 
Smuggling is done through a few 
channels; the Government knows ,it 
and the pliblic also ]mow it. 

8hrl Morarji D~: It is done in 
any part of the shores; it is not only 
at a few places. You cannot keep a 
aentinel at every few yardi. 

Shri Mehta: As far as gold is con-
cerned, Sir, I would like to make one 
suggestion. Gold from the Kolal' 
gold field is not now sold to the 
public. I understand that the qum-
tity of gold now taken out from there 
is about 20,000 to 25,000 to1as every 
month. If that goes to the market 
most of the gold smuggling is likely to 
be eliminated. 

Shrl Morar;ll Desai: Rs. 50 crores 
worth of gold has to be sold every 
year, and only then it will go. From 
where am I to bring it? Who will 
give it? 

Shrl Pandaraallah: Allow us to 
find the foreign exchange, and we 
will bring it . 

Shrl Morarjl Desai: Where will you 
get the foreign exchange? 



Shrl ...... lIl'Ul1iah: In the inter-
national market, there is a free mar-
ket and a controlled market I can 
go and buy any amount of gold and 
silver from an uncontrolled market in 
London or Belgium. 

Shrl Morarjl Deal: How will you 
pay tor it? 

Sbri PaDd1ll'Utllah: By selliDl it. 

Shrl Morarji DeIal: By selling it in 
India? 

Shrl Paadllraqtab.: Anywhere. We 
will 8eDd our goods there. 

8hri Morarjl Deal: What ,ooda? 
You give me a practical proposition 
and I am prepared to consider it. Do 
not think that you are more" brilliant 
than all the people sitting here. 

Drl Panc1araD1iah: It is not that. 
We actually speak from a teeling of 
hurt. 

Sbri Morarjl Deal: I do not think 
I am unmindful of that hurl I would 
not have been fit to sit here if I did 
not take into account the feeling of 
the people. 

Shri PaDC111f11D11ab: You said that 
you are willing to hurt honest people. 

Sbri Morarjl Deal: I have to do 
that sometimes. 

Sbrl Bart VlsImll Xamlth: Reluc-
tantly. 

Sbri GopalakrlsbD1ab: You admit 
that there is large scale smuggling in 
gold and jewellery. 

8brl Morarjl Deal: It is a known 
tact. 

Sbrl GopalakrisbD'lb: Thereby our 
country is losing foreign exchange to 
a large extent. Therefore, why not 
Government take up this matter and 
sacrifice some foreign exchange. 

Sbri Moral11 Desal: From where to 
aacriftce? I will have to do it conti-
nuously tor ten years and hold up 
other industrial' developments. 
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Sbri GopalakrlsbD1ab: By importa-
tion of gold naturally the market wDl 
come down. 

Shri Morarjl Desai: The moment I 
do that, nobody will give me" a loan. 
You do not understand the impUca-
tions of it. I wish you were in IQ7 
position and I were in your position. 
You think it is so easy. 

8hrl Mebta: The gold trom the 
Kolar gold field may not be suftlcient 
for the country. In the international 
market the price is Rs. 60 to Rs. 62 a 
tola. It the Kolar gold field gold Ja 
eold to the public ..•. 

Shrl Morarjl Desal: It is only infin-
itesimal. That won't do. 

Shrl Mehta: But the price factor 
will be such that there will be DO 
smugglers. The smugglers will not. 
then think it fit to bring gold to the 
country. 

8hrl Morarjl Deal: That is a smal-
ler amount. If you are to sell it, 1hat 
will n~t solve the problem. Only 
that much will be sold at that low 
price, because the demand is greater. 

Shrl Panda.raqlah: Coming to 
clauses 111 and 113, in respect of 
goods in excess of the invoice .ome 
limit should be put. If it is shown 
as 100 kilo and if it exactly weighs 
102 kilo. the person concerned should 
not be penalised. If, on the other 
hand, if it is shown as 100 kilo and 
the actual weight is 1500 kilo, cer-
tainly the person concerned can be 
penalised. I suggest that some limit 
may be indicated there .0 that there 
may not be any ambiguity about it 

8hrl Moral11 DeII1: If it exceeds 
the weight shown in the invoice, the 
difference alone will be confiscated. 
So, why should you bother about it? 

• ShrI' Pm'lIraDlJa,b.: Suppose a per· 
80n declares 100 kilo and the con-
aignment actually weighs 102 kUo? 

Shrl MorarJl Deal: Only the exc~ 
of 2 kilo will be conflscated. 



8hrl Panda.ranllab: In such case., 
a bon" fide mistake can occur. 

8hrl Morarjl Desai: All that wm 
be taken care of by executive action. 
We will try to take care of all bona 
fld.e people. 

Shrl Panduraudah: That ia all what 
I wanted to submit. If I have exceed-
ed my limits, please forgive me. 
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Shrl Morarji Desai: No, you have: 
not. You were invited to give eVi. 
dence and you have given evidence. 

Shri Barl Vislmu Kamath: You 
have been well within your limitl. 
You may go in peace. 

(The witnesses then withdrew). 
(The Committee then "d;ou.med.). 
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1. TIm BOMBAY DIAMOND MuCHANTS' 
AssocIATION, BoMBAY 

8pokesm.en: 
1. Shri Chandrakant B. Jhaveri 
2. Shri Ramniklal B Jhaveri 
I. Shri Mahendra G: Mehta. 

II. ANDBRA PRADBBR GoLD, SILva, 
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1. Shri Sampat Kumar Bane 
2. Shri Kovilmundi Venkataswarao 
3. Shri V. L. N. Venkataramayya 
4. Shri Nimmala Sambasiva Rae)' 

(Witnesses of the above two 4Bs0ci4-
tiou were called ita. together and 

thetl took their seats). 
ClaaInDaB: Since the points which 

you want to place before us and the 
difficulties which you are facing are 
likely to be common, I have called 
the representatives of both the Bom-
bay Diamond Merchants' Association, 
Bombay and the Andhra Pradesh 
Gold, Silver, Jewellery and Diamond 
Merchants' Association, Rajahmundry 
together. I hope neither of you has 
any objection to this procedure. 

Shrl C. B. Jhaverl: Not at all. 

Sb.rI BaII&': No, Sir. 
CbalrmaD.: We have circulated both 

the memoranda to all the Members of 
the Committee. Instead of repeating 
what you have stated in the memo-
randa, if you wmt to add anything to 
SUbstantiate your arguments or stress 
80me points, you may now do so. 

Shrl C. B. Jhaveri: Ln order to sub-
atantiate the points which we have 
raised in our memorandum, we want 
to show how practically certain claus-
es of the Bill will affect our trade. 
1 will particularly refer to the 
mixing of diamonds in' packed lots 
when the goods are in packets under 
elause 118 8IIld sub-clause (2) of clause 
120. Here we may be permitted to de-
monstrate how difficult it is, if not im-
possible, for the trade in general, bl-
dlvidual merchants, tradesmen and 
even to the customers to differentiate 
between imported goods and goods 
manufactured here In CIIUr COUIDtIr7, 
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becaUSe the cutting and polishing of 
diamonds has reached to such a per-
fection that we have got the best 
cutters and polishers, and it has been 
accepted not only within the country 
but ev~ by foreign associations and 
institutions. To substantiate OUr argu-
ment we would like to place before 
you the May issue of a magazine pub-
lished from Belgium so that you may 
read only two lines of one paragraph 
to know in what esteem they hold 
us. 

We do know that a certain amount 
Of smuggling is going on in the dia-
mond trade and we do not mind the 
preventive steps which the Govern-
ment want to take, and the authori-
ties or powers to be given to the cus-
toms officers for the purpose of check-
ing smuggling. But here we want to 
point out that because of these mea-
sures the innocent traders, the bona 
flde traders, shOUld not be harassed 
or put to unnecessary inconvenience 
and it should not result in a reduction 
Of trade. Even the customers are 
scared of these provisions. 

Here we want to point out that we 
buy chamonds not" only from the mar-
ket. but We import them also. Of 
course, at present only uncut diamonds 
are permitted to be imported against 
8 licence. The uncut diamonds are 
cut and poUshed here in Lndia and 
are sold by the merchants and manu-
facturers. The traders in their turn 
sell them to the customers, and these 
deals are made in good faith and bills 
are passed even when we buy from 
the customers. lin India we have 
goods worth crores of rupees since cen-
turies past and these lots also come 
into the market for sale. We buy from 
the customers also, in good faith, in 
loose form or in the form of jewellery. 
We pay them by cheques, official bills 
are passed and receipts are liven. In 
spite Of that, if subsequently it is 
proved or it is stated by the customs 
oftlcer or the Customs Department 
that the particular lot was smuggled, 
under the provisions of sub-clause (2) 
of &rUle I., If- the tlmugrled good~ 
are nilited up with other lots, the 
_tire lot II Uable to be confiscated. 



CIaairmaa: You -7 that the)' mq 
be IIDlUUled diamonda aDd that 70U 
cannot separate them out. but at the 
same time you want lIDlug'linI to be 
prevented. What is the remedy you 
suggest for it then? 

Shrl C. B. Jbaverl: TAe remedy 1s 
the preventive steps taken by the De-
partment. We have no objection to 
their beiDa taken. 

Shrl B. B. Bbapt: This provision is 
preventive step. 

Sbri ,C. B. naverl: If the authori-
ties are able to prove that the gooda 
are smugaled. • • • 

ObalnDaa: The dealer must Janow 
the source Of the diamond. 

Shrl C. B. lbaverl: When I purcbue 
a lot from a merchant or a customer. 
I get the bill aDd I am able to point 
out from whom I have purehasec:l. 

Sbri B. B. Bhqat: Clause 120(2) 
will take care Of that because you will 
be able to prove that whatever 
smuggled goods were there were not 
within your knoweldge. 

Shrl C. B. Jhavel'l: It is impouib1e 
to separate them. The clause says 
that if they are mixed up and it is 
not possible to separate them from the 
lot, the whole lot ia liable to eonftsca-
tion. Suppose, we have a packet of 
100 carats Of diamonds. We buy it in 
the market from a merchant and . he 
gives us a bill. W. make the pay-
ment by cheque. Now if in that lot 
of 100 carats I mix up 10 carats from 
my purchases and subsequently the 
Customs authorities suspect that those 
10 carats were smuggled goods, then 
only on suspicion and reasonable be-
lief our whole packet Of 110 carats 
would be liable to conftscation. 

Shrl S. S. More: You say that you 
purchase eertain diamond :from a 
march ant and you mix it with your 
original stock. The CUltomS deer 
comes and reasonably feels that a par-
ticular diamond to that ltock ia mnug-
gled and you say that you will refer 
to the merchant :from whom you have 
purchased it. But at this 8ta,. can 

you diltiquish this particular dia-
mODel or separate it? 

Shd C. B. .a.verl; No; it is abso-
lutely impossible. 

SIart 8. S. More: Then there is the 
possibility of the merchant whose billa 
you produce saying that he did not 
sell that diamond to you. When you 
purchase diamond pieces 8Illd miz 
them up with your original stock, the 
identity of a particular diamond is lost. 
So, what is the remedy? 

Slari C. B. .JlIaftl'l: That is why we 
have stated that bOM fide traders . . • 

Slut 8. 8. More: What is your de-
ftnition of bona. fide traderl? 

8hri C. B. lbaveri: 1 would put it 
this way. We not only buy from mer-
chants but we also buy from the cus-
tomers. 

811ft S. S. More: Every smuggler, 
unless he is detected, will pretend to 
be a bonA fide trader. 

Bhd C. B. Jhaverl: That is correct 
When w. are approached either by a 
customer or by a merchant, we are 
shown the goods. Then, when we buy 
them, bills are passed and payments 
are made by cheque. 

8Jari S. S. More: What is there to 
show that a particular diamond is a 
subject of a particular ~? 

0batrmaD.: He may deny it. He may 
say, "I did not sell this diamond." 

Shrl C. B . .Jbavel'i: If he denies, thel 
case against purchaser would not 
8tand. 

ChaIrmaD: There is also this possi-
bility. Suppose a man convicted of 
theft comes to you and sells a dia-
mond. You mix it up with your stock. 
Afterwards he laYI, "1 did not sell this 
diamond." Now, 80 far as the Customs 
authorities are concerned, the fact that 
you purchased a diamond from such a 
man Is pri'/'M facie proof that It is • 
smuggled diamond. 

8brl C' B. Jbaverl: It the man de-
nies that he bal 801d his goocIa to UIr 
where fa the proof that we have-



bOUiht smuggled goods? 

Shr1 B. B. Bbapt: You must have 
voucher, receipt BInd all that. 

Shr1 C. B. lbayeri: That is correct. 
But if somebody denies that it has 
been sold to us, the case against me 
would not stand. 

Cbairman: We expect you to help 
the Government. 

,Shri C. B. Jbaveri: That is why we 
say that there must be a way out. 

Chairman: What is the remedy that 
you suggest? 

Shri C. B. lbaverl: At present what 
happens is that if smuggled goods are 
found in the possession of someone, 
they are seized and a show-cause no-
tice is issued. So far, it is well and 
good. But when the whole lot is to 
be seized and is made liable to confis-
cation, the whole trade would come 
to a standstill. 

Sbrt. B. R. Bbaa'at:, If some such pr0-
vision is not there and if smuggled 
goods are fOUJlld in a packet which 
cannot 'be separated from the other 
goods, we may not be able to confis-
cate smuggled goods. 

8hri C. B. Jhayeri: That is correct. 

Shri B. R. Bbagat: There was a re-
ference in the Bombay High Court. 

Chairman: There is a provision in 
Clause 120 which says: 

"Provided that where the owner of 
such goods proves that he had no 
klnowledge or reason to believe that 
they included any smuggled goods, 
such part of the goods as is proved 
by him to have not been smuggled, 
shall not be liable to confiscation." 

Shrl C. B. Jbayerl: I would like to 
ask a question. If I buy goods in 
gOOd faith, take a bill from the seller 
and pay him by cheque, can it lIlot be 
said that those goods which 1 bought 
Were bought in good faith and that 
they were not supposed to be smug-
gled, 
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Sbrl S. S. More: How are you going 
to prove the identity of those goods 
when you mix them up with the other 
honestly procured ones? 

Shr1 C. B. Jbaveri: My point is this. 
Suppose, someone has sold me some 
smuggled goods in a bona fide deal and 
I have mixed it up with my regular 
stock. Now, the stocks are main-
tained on a quantitative basis. We 
keep them in different packets accord-
ing to quality and size. When I pur-
chase one packet, that packet may 
not have been mixed up only with 
one lot because I would sort them out 
and mix them up with different quali-
ties and different sizes so that it 
would meBlIl that one packet of smug-
gledgoods would be distributed among 
other lots. That would mean that the 
whole stock would be liable to confis-
cation. 

Shri ShaDkaralya: Once the smug-
gled 800ds are mb:ed. up with t 
stock, they will not be able to dis-
tinguish them. They also say that if 
they prove that they are bona fide 
purchasers and have purchased them 
proper persons iIIl consideration, the 
goods should not be seized. I want 
to know from them how they can 
prove that that particular packet was 
purchased from a bona fide person. It 
may have been smuggled goods and 
may have been kept somewhere else. 
How can· they say that the seized arti-
cle itself was aat article purchased 
bona fide? 

Shri C. B. JlIaveri: Suppose, we are 
asked to point out where a particular 
lot purchased from a particular per-
son was. Then, we can say that we 
have mixed it up with our stock. That 
much we can say, that is, we have 
purchased it and have mixed it up 
with the other packets. Ln that case if 
the whole lot is made liable to confis-
cation, the whole business would 
come to a stBlIldstill. It not only 
affects the trader but even the custo-
mers are scared. Suppose, a merchant 

. sells some goods to a customer and 
. later on it is proved that they were 
'smuggled goods, 'what would be the 
position? 



SIII'I IIMar Ali ..... : There is one 
difIlculty which 1 would like to point 
out. My hon. friend has mentioned 
about this already. He asked: how 
can you identity a particular germ It 
cannot be identified in the case of the 
buyer. If a .gem is not identiftable 
there, probably the gem is still with 
the seller. How do you say that this 
particular diamond that this man has 
sold is a smuggled one? He sells hun-
dreds of diamonds to anyone. Right 
through, why should the buyer alone 
is made to prove this. while this thing 
cannot be proved anywhere else? 

AD Boa. M_ber: There is the sec-
tion 116 of the existing Act. 

Sbri C. B. Jhaverl: May I speak OIl 
this? An Hon. Member has said about 
this and I wish to say something on 
this point. 

Sbrimatl Sa9ltri NiJ'am: I would like 
to know about certain points ... 

8brl B. R. Bhapt: Not only that, 
but even the UK. Act makes a similar 
provision. 

8hrl C. B. lllaveri: Now, may I seek 
your permissiQn to make certain clari-
Acations? 

8hrImatI Savl&rl. NIpm: I would 
like to say something. Suppose you 
buy a packet of diamonds. It may be 
having 10 carat weight. Later on you 
realise that the bona fide merchant 
from whom you had lOt that, got that 
from somewhere else and that was a 
smuggled one. Now the question 
which arises is this. Would you have 
any objection if, from a'ny of your 
packets, 10 carat weight of diamonds 
which is proved to be a smuggled one, 
ill taken out? 

SbrI C. B. Jhaveri: That is one con-
crete suggestion. If there are hundred 
packets and if 10 carat weight of dia-
monds is supposed to be a smuggled 
one, if 8111 equivalent quantity is 
taken away from that packet, that is 
a good suggestion, no doubt. But it 
fs certainly unfair if the' whole pac-
ket is liable to be conflacated. I am 
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referring to sub-section (2) of claUle 
120. 

SbrIIDMt &antrl MIpm: When you 
purchase diamonds, do you also men-
tion in your bills about the weight of 
each diamond? Are you aware of the 
weight of each diamond or not? 

Sbri c. B. .Jhaveri: The weight of 
the whole lot is mentioned in oUr bUla 
and the price. The amount is men-
tioned. 

The hon. member has just suggested 
that if an equivalent quantity of the 
goods supposed to be smuggled is 
taken away from the packet, that 
would be a good thing. Old section 168 
relates to section 118 of the new bill. 
I am objecting to sub-section (2) of 
section 120. Section 120 is absolutely 
a new provision. 

Ln m8Jly cases we have found that 
people have failed to samty the cus-
toms authorities according to their 
complete satisfaction. In fact, in spite 
of prodUcing all material proofs, bills 
and particulars of the party from 
whom this was purchased etc., the 
arguments are not accepted, that is, 
they have failed to prove this to the 
satisfaction of the Customs authori-
ties. 

Shrl MahIda: I would like to put 
one question to the witness. May I 
know whether smuggling has increas-
ed after 1947 or decreased after 19471 

8hrl C. B . .Jhaverl: Before 1947, 
there was no smuggling. There was 
absolutely no high duty. The duty 
was only 6 per cent then. There was 
nO licence. In the month of July, 1947, 
the import of diamonds was prohibited 
and it was put under established lic-
ence system. In 1953, even the cut 
and polished diamonds were not 
allowed to be imported. Since 1953, 
only uncut diamonds are allowed to 
be imPOrted into lindia. The duty hu 
since been raised from 6 per cent at 
one time to 20 per cent. The higher 
amount of duty and the short supply 
of goods has also led to smuggling like 
this. 



SbrimaU 8&vItrl NIpm: You just 
now said that you are not satisfied 
with certain proviso i.n this regard. 
You said that people are not in a posi-
tion to prOVe to the satisfaction of the 
customs authorities. Now, I would 
like to know from you concrete ins-
tances. Have you got concrete cases 
like that? Can you cite those instanc-
esT 

ISbrl C. B. Jhaverl: Yes. I will give 
certain cases. There are many cases 
like that. I know of one case parti-
cularly. A raid was made in 19!57, 
and after 41 years, the case was dis-
missed by the Customs Collector in 
the Central Board Of Revenue. After f. years, the packet of diamonds 
was returned to the owner. If neces-
sary, my Association would try to 
,ubmit such cases with the details. 

Chairman: You have got only one 
case now. 

Sbrj C. B. Jllaveri: There were a 
number Of cases where the goods have 
been seized and the buyer had been 
given show-cause 1I10tice. One of the 
sections mentioned is 178(a) of the 
Sea Customs Act. Somebody ques-
tioned the validity of section 178(a). 
He went up to the court and the 
matter went right up to the Supreme 
Court. Now, we were advised that 
no such case will be finalised till the 
Supreme Court had given its declsioo 
on that case. That is why all these 
eases had to be kept pending for the 
time being. Only for the last six 
months we have taken them up. 

Chairman: Customs are not 
responsible. 

Shrl Shank-ratya: Your association 
is interested in preventing smuggling 
and in seeing that the interests of 
bona fide merchants are safeguarded. 
You yourself say that Ln case of smug-
gled goods, the merchants should be 
punished. You say that bona flde 
merchants should not be harassed. 
Under the canons of your business, can 
you point out any means by which this 
smuuling could be prevented? Can 
you POint out any means by which 

merchants conruving with the smug-
glers can be exposed? 

Shrl C. B. Jhaver1: It is very diffi-
cult for an Association to find out or 
give details. I was referring to the 
sub-section. Because of a certain 
quantity of smuggled article, the 
whole thing is to be confiscated. The 
suggestion is that the merchant may 
be asked to deposit an equivalent 
amount of the goods. Suppose the 
Customs authorities say that smuggled 
goods worth Rs. 10,000 are mixed up 
in a lot containing Rs. 50,000 worth of 
diamonds. They may either take an 
equivalent quantity of the same qua-
lity of diamonds or an equivalent 
amount of the smuggled goods. They 
may be asked to deposit that till the 
pending of the final decision of the 
case. That would be a good sugges-
tion. That would keep the trade 
smooth; otherwise,the trade would 
come to a standstill.. It is not only the 
trade and the mdustry which suffer 
but the customers also suffer. It is 
very difficult to find out whether a 
particular packet of diamonds is smug-
gled or not. How am I to know whe-
ther it is smug.gled or not? Any cus-
tomer would just come to my shop 
and offer me diamonds for sale. 

ShrI B. B. Bhapt: 'lbey are very 
few. That is rare. 

Sbri VeDkatara.mayya: In the case 
of gold, they are many. 

Shri NarendrasiDgh Mahlda: You 
just inform the police and find out 
wIhetber it is smuggled or not. 

a.trman: Mr. Venkataramayya. 
have you anything to say on this? 

Sbri Venkataramayya: Mr. Chair-
man, Sir, you have asked us to B?'-
gest the measures for preventlng 
this smuggling. At the outset, I 
would like to say that the Act does 
not give a proper definition of the 
smuggled goods. First of all, ~e 
lacuna is with regard. to the deftm-
tion of smuggling itself. 

18br1 Dehejla: That is defined In 
the BilL 



8hrI AuIacI: The defln1tion Ja liven 
iD clause 2 (39) of the Bill. 

Shrl VeDkataramana: That Is not 
the proper d.e1inition. 

8hri B. B. Bhapt: How?" 

SbrI VeUatanmana: It is very 
diftlcult to distinguish between smug-
gled ,oods 8Dc:l other goods. How to 
distinguish them? That is the point. 
With regard to ,old, any customer 
can come and offer gold for sale. 
In the case of diamonds, of course, 
the number is very low. In the cue 
of gold, the purchasers and sellers 
are in good number. ESpecially in 
OUr country everybody possesses gold 
and it is sold in time of need. This 
Bill. creates a lot of difficulties for 
an ordina.ry merchant, an ordinary 
broker, an ordinary customer and an 
ordinary agent. An ordinary agent 
earns a commission of only 10 nP. 
out of a ale of a few mpees. 

Mr. Chairman, will you pleaee tell 
us how it is possible in Customs. on 
any rational basis, to distinguish be-
tween the smuggled gold and the 
other gold? How to safeguard the in-
terests of the commoner, leave apart 
an ordinary merdhant? Even res-
pectable persons can be questioned. 
I am wearing this ring and tomorrow 
anybody can say that it is a smuggl-
ed one. It can be confiscated. I am 
even liable tn prosecution. Under 
the present Act, I could be arrested 
also. 

8hrt B. B. Bbapt: If the Custom. 
oftlcer says that it is a smuggled 
good, then he will have to state the 
Tea8ODS. 

8hI'i C. B. JIIaftl'l: It i8 only on 
wuspfclon. 

8hrI B. R. B1Iapt: It is on reason-
able beliet. 

Shit C. B. Aaverl: But that rea· 
sonable bellet Is never revealed to 
the party. 

Shrl Veukataramayya: This clause 
120 is a new Introduction. TbU!las 
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been introduced only to circumvent 
the recent judgement of the Nagpili' 
Hilll Court. 

8Iarl S. 8. Mon: Can you live the 
reference? 

8bII Veabtaraman'a: ThJs is 
Bombay 62, All India Reporter 1961 j 
Pledge 48 under AIR 1981. 

Now, Sir, your question is how to 
prevent smuggling. This Association 
Of Andl$'a Pradesh bas submitted 
suggestions as to how to safeguard 
the interest of the merchants. Sup-
pose, without the knowledge of the 
merchant, one tola or two tolas at 
smuggled gold have been mixed with 
a rOd of 250 tolas Or 300 talas of gold. 
Now, under the law, the whole thing 
can be confiscated. The business 
will come to a standsill. 

Shri S. S. More: You are taking 
extreme cases in order to emphasize 
a general proposition. Do you really 
believe that the Customs people are 
80 unreasonable that they will not 
accept your reasonable explanations? 

8hrI Teakatal'UltaJ7&: I may give 
you a cqe where gold plaws duly 
marked by the India Government 
mint and the Bombay Bullion. 
Association had been sized and 
removed. 

ShIt S. S. More: Have you ~')ne 
in tor appeal in such cases? 

ShrI B. R. Bbapt: Where is the 
case? 

Shit VeaIEataramaJ7a: I can S.lb-
mit 1\ !~ y"-.,.,,,.. 

Shit B. B. Bhapt: Is there only 
one case or more? 

Shri T~: Only one 
case. 

Slid B. R. Bhapt: Wu it togeLher 
with o1lher gold or was it separate? 
These things will have to be taken 
into acount. 

Shit Veabtara.na: We pur-
chllle ,old from different people, 
people who are In I)eed of money. 
We purcbue gol~ which is aU mix· 
ed UP. We cannot 881' wblch part ot 



the ,old is smug,led and which part 
of the ,old is not smuggled. There 
may be an Isolated case Of a merchant 
who may have Imuggled gold, but 
the other ninety-nine merchauts may 
be b07l4 fide sellers. 

Shrl B. B. Bhapt: Those who de-
liberately purchase smuggled gold 
and mix it with other gold are thf.' 
only perIODs who are to be dealt 
with. 

Shrt Veakataramana: I seek a 
clariftcation. How to distinguish be-
tween the smuggled ,old and the 
other ,old? 

Shrl B. B. Bhapt: This presum-
ption is already there in the case of 
stolen property. Where the property 
is proved to be stolen, tho whole 
property is confiscated. 

ShrI VeDkataramana: The case Of 
stolen property is different When 
we purchase gold from a new party, 
unless we know the party, we take 
their address IUld all that 
-Shrl' B. B. Bhapt: NC1 action i'l 
taken against you, it you dO noi: 
know it. The fact lc; that the gold h 
smuggled and the goods an sl'ized. 
That Is the point. 

Shrl C. B. Jhaverl: In the ease of 
stolen goods. the party whose goods 
are stolen comes and points out the 
particular goods, these are my J:oods 
stolen and those goods are seized. If 
some one Says that I have put"chased 
stolen goods. my whole ~to('k would 
not be confiscated or seized. Only the 
particular lot which is proved to be 
stolen or which is pointed out by the 
person as stolen will be taken awa~' 
by the police and not the whole stock. 

Chatnnan: Stolen article is sold 
to you. You melt it and make it into 
a bar. It cannot be said ",-hich portion 
of that bar is stolen and which is not 
stolen. 

Shrl Venkataramayya: The quan-
tum is specified. Supposing there is 
stolen gold and it is proved or the 
charge is made. To what extent it is 
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stolen and to what extent wrongful 
purchase is made will be known. That 
extent will be taken away by the de-
partment. The provision here is so 
arbitrary. Even if one tola is stolen 
and it is in 100 ·tolas, it must be taken 
away by the department and confiscat-
ed. The" cases will be taken to the 
High Court and the Supreme Court. 

ChaIrman: What is it that you 
want to be done? 

SUl Venkataramna: I agree with 
with my hon. friend. 

ChaIrmaD: Only SO much of the pro-
perty as is found to be smuuled 
should be confiscated . . . 

SIlri Venkataramay,.: Is alleged to 
be smuggled. 

ChaIrmaD: . . . and you go scot-
free for smuggling. 

An C. B. Jhaveri: The gOOds will 
be taken away by the customs. You 
may ask for security. 

Chairman: Penalty? 

Shrl C. B. Jhaveri: The penalty may 
be there after the case is decided. That 
is a different matter. If it is proved 
that the particular goods is smuggled, 
if it is proved that the purchase was 
intentionally made after knowing that 
the ,oods were smuggled, the penalty 
would be there. 

Obalrman: The Committee will 
consider the point. 

Shrl VenkataramaJya: One more 
submission. All the business, diamond 
or gold, whatever the category or level 
of the merchant or the business, we 
have necessarily to depend on the bank 
for overdraft facilities or loans or 
something like that. Supposing the 
entire bar, the entire stock has been 
confiscated by the department, the 
whole business will ,be at a standstill. 
We cannot have any credit facilitlea in 
the bank 

Shrl C. B. .lhaverl: To substantiate 
my hon. friend's suggestion, would any 
bank finance on any bullion or silver 
or gold stock with the bank? Wou14 



it be poalble for IllY merchant or 
dealer to prove to the bank that it 
does not contain any smuggled gold or 
allver or diamond? 

Slut VeakataraJDana: We will in-
vest 25 per cent; '15 per cent will be 
invested by the banks. The whole 
business would come to a Standstill 
We cannot move an inch it clause 120 
is pused. With regard to the proviso 
that the hon. Member has pointed out, 
actually it is an eye-wash. Tbe bur-
den of prd has been thrown on him. 
It is only to circumvent +.he judgment 
of the Supreme Court in the recent 
cue. The burden of proof is on the 
merchant. Supposing there are 200 
tow and 100 purchases. It it is prav· 
ed, all the gold of the 100 people has 
to be conflscated. They have tl go to 
the ofllcer or the court and prove their 
bona fides that their gold is not .mug-
gled or that they had no reason to be-
lieve or no knowledge, that they were 
innocent. 

Shrl B. B. Bbapt: That is true. It 
has been very deliberately done. 
Smuggling has assumed dangerou! pro-
portions. It will not affect bonafide 
transcations. 

Shri Veabtaramana: It should be 
reasonable. All these persons are men 
with respect and honour. There 
should be reasonable opportunity. 
What is the safeguard given to the 
merchants? 

ShrI Dakar All MIrza: The purpose 
of the clause is not to recover smug-
lied gold Uke stolen goods. The pur-
pose of the clause is to make the 
punishment deterrant. If you want, 
it may be modifted. You have to sug-
gest something deterrant which will 
satisfy you and also achieve the pur-
pose of this clause. 

8hr1 Vellkataraina,1B: The punish-
ment may be deterrant to the smuggl-
ing merchant. They may take even 
criminal action to which we are aareed. 
We have no objection to that. 

ChaIrIIlan: This is against the SU'-u,-
.Ier and against the trader who helps 
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the lIDugg!er. You: should not grudge 
this. 

8hr1' Vellkataramana:' We are 
pleading tor the bona ftde merchant. 

8hrl C. B. Aaverl: We have stated 
in the memorandum also that we have 
no sympathy tor the mluggler. Pre-
ventive action may be taken. At the 
same time, sateguards should M there 
for bona fide persons. 

ShrI ShaDkaralya: Smuggling Is go-
ing on. Smugglers do not directly 
come into contact with the buynr or 
the consumer. All the smuggled ~oods 
whether ,old, diamond or anything 
must pass through the channel of busi-
ness. After arguing all these points, 
have they any concrete suggestion to 
make to prevent' smuggling? Lec"ing 
the second question whether the smug-
gled goods should be confts~ated or not, 
which is a separate matter, to prevent 
smuggling, because smuggled ~oods 
can only go into the market, to the 
consumer, through the channE'l ot 
trade, what is the remedy that t.hey 
are going to suggest? 

8hrl C. B. Jhaverl: On behalt ot 
my committee, in the preamble, in the 
beginning I have said that the reason 
for smuggling is the high percentage 
ot duty, that is 20 per cent. 

Shrl B. B. Burat: Can the levy of 
an import duty be a reason tor 
smugglln.? 

Shri C. B. Aaverl: I have been 
asked to suggest ways and means to 
stop smuggling. There are two things. 
Shortage of supply and higher import 
duty. These are the two reasons which 
lead to smuggling. 

Shrl B. B.. Bharat: Will that be a 
reason? The reason is, some' of the 
peOPle want to have an illegal profit 
and undesirable profit out ot the 
situation. 

Shrl C. B. Ihayerl: These are the 
incentives. 

tlhrI B. B.. BhBrat: Can they be in-
centive.? I am surprised. It you put 



an 'import duty, can it be an incentive 
for bona fide citizens to smuggle? 

IShri C. B. Jhaverl: You may object 
to the word incentive. They are 
tempted because there is a big 
margin. 

Sui B. R. Bhapt: It is undesirable 
anti-social persons-they are utilising 
the national situation for their perso-
nal profit. That cannot be an incen-
tive. That cannot be the reason. 

Shrl Naren4ra Singh Mahlda: What 
is the actual import duty realised from 
these diamond merchants? 

Shri B. B. Bhapt: What is the 
price differential? 

Shri C. B. Jhayerl: At present, the 
import of diamonds is only against the 
export promotion scheme. There is a 
total ban on established imports. 
Whatever imports are permitted are 
against only the exports we make and 
the foreign exchange earned. We are 
entitled to import for 80 per cent of 
the foreign exchan,ge earned. First, we 
are expected to export diamonds, what-
ever stock we have. Against that, we 
are issued a licence for 80 per cent. 
Annual import under the export pro-
motion scheme comes to a litUe over 

. Rs. 150 lakhs. 

Shrl B. R. Bharat: What is the 
value of the uncut and cut diamond? 
What is the price differential? 
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Shrl C. B. .Jhaverl: The difference 
between the un-cut and cut would be, 
20 per cent import duty, 30 to 40 per 
cent manufacturing expenses, that )s' 
la-hour charges, polishing charges in 
the country. We are allowed to import 
only cut diamonds. 

Shrl B. R. Bhapt: Twenty J)lus 30 
or 40: that is 60. Then, the profit 01 
the merchant. 

Shri C. B. Jhaverl: Profit of tha 
merchant. 

Shri B. R. Bhagat: How much? 

Shri C. B. Jhaveri: You can put it 
at 10 per cent., to be reasonable. 

Slid DeheJla: Does any diamond 
merchant do business at a 10 per cent 
profit? 

Sbri C. B. Jhavert: - It may differ 
with the income-tax authorities. 

On behalf of my committee, I would 
request the complete deletion of sub- . 
clause (2) of clause 120. As the hon. 
Member suggested, I have put in an-
other suggestion. An equivalent quan-
tity may be taken away from the 
packet of diamonds or an equiValent 
amount may be deposited. The cus-
toms can take security deposit till the 
disposal of the case. 

Shrl Bakar All Mirza: There is no 
suggestion by the Members. It is a 
question of getting your reaction. 
Do not regard it as a S'Ulggestion from 
any Member. 

Sbri B. R. Bhagat: We may take it 
as his suggestion. 

Shrt Venkataramayya: Clause 121: 
This also runs parallel to clause 120. 
Supposing in 200 tolas· of gold, the 
Department says that five or ten tow 
are smuggled, then the whole of the 
goods will be confiscated. It is not 
earmarked in any particular quantity 
as to how much of it consists of 
smuggled goods . 

.8hri S. S. More: On the contrary, I 
would suggest that we are erring on 
the side of moderation. When there is 
knowledge or reason to believe that 
they included any smuggled goods, 
then it is very reasonable to take such 
proceedings. 

Shri B. R. Bbapt: Knowledge that 
they included smuggled goods should 
be there. 

Shri Venkataramayya: My point is 
that it is not specific. 

Chairman: There is no ambiguity 
about it. It is only where any smug-
gled goods are sold bya person having 
knowledge or reason to believe that 
they are smuggled goods, that the 
sale proceeds are liable to be 
confiscated. 



IbrI Veabtaramana: The wordin,"-
h.re il that the sale proceeds thereot 
shall be liable to conftscation. 

Sbrl B. R. Bharat: -rhereot meant 
'ot the BmUl,led,oodl'. That is the 
lr,tention. 

Sbrlmatl Ba'f'ltrl NIpJIl: I think that 
thii!' provision is very clear and it Jives 
proteetion to the bona ftde merchants 
who wlll not be havin, any know-
led,e that it Included any smUl,led 
,oods; it is only when they have the 
knowled,e that it included lDlullled 
,oods that this provision will be 
bindinl· 

Sbri S. S. More: A.. a matter of tact, 
the possession of smuilled ,oods is 
made more rigorous than the selling of 
smuilled goods. 

Sbri C. B. lhanrl: My Association 
has not gone into detaila in our memo-
randum. But, if the lale proceeda of 
the smuilled goocla are to be confts-
cated, will it not be POSSible for the 
CUltoms Authoritiel if they are able 
to catch the smuiller, to point out that 
the goods are smuggled goods, and re-
cover that amount from the smuiller? 
Suppose I become the purchaser of 
those goods from the smuggler; then 
the sale proceeds remain with the 
smuggler. So, is it not possible to re-
cover the amoUDt from the smuiller" 

8brI S. S. More: You can pursue 
the lDlulller; when the goods are 
proved to be smuilled, the lale pro-
ceeds have to be conftacated. 

Shrl C. B. Jhaveri: If the lale pro-
ceeds have to be recovered from the 
smuggler, then sub-clause (2) of clause 
120 would go out automatically. If 
you are able to catch the smu,gler 
8ftd prove that he hal lold smuggled 
goods, then why not recover the sale 
proceeds from him? 

Cbaimwa: Clause 120 is quite dure-
rent from clause 121. 

8br1 C. B. lhaverl: My point Is this. 
Suppose I am the merchant and I am 
the purchuer, and the seller is the 
IIDUI.ler; it the seller is found out, 
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Why not collect the la1e proceeds from 
the seller? , 

Sbri S. S. More: When a person has 
thE: knowledge or the reason to believe 
that the goods were smuggled should 
he be allowed to escape scot-free? 11 
is only those persons who have the 
knowledge or the reason to believe 
that the goods are smuggled goods, 
who are to be punished. by the confts-
cation of .the sale proceeds. When a 
person sells It with the knowledge 
that It is smuggled ,oods, he should 
also beeome equally guilty. 

8JIrt C. B. Jhaverl: I want to seek 
a clarifteation on this. Since the 
smuggler would be the seller, if the 
lale proceeds are to be collected, the 
8MDe may be coDect:ed from 1be 

·IIftUCIler. 

ClaaIrmaD: Clause 120 refers to 
smuggled ,oods, whne clause 121 refers 
to sale proceeds of the smuggled goods. 
The two are quite different 

8brI VeDkataramana: The amend-
ment that J would suggest ~ clause 121 
is this. From this clause, the words 
'reason to believe' should be deleted, 
and It Ihould be made clear that the 
knowledge referred to wilt not be pre-
sumed but will be proved by the Cus-. 
toms Authorities. Further, by this 
clause, ))OWer is given to leize Indian 
eurreney and cub on hand In 'busi-
ness, which can jeopardise or com-
pletely para lyse the businels, if an 
action il taken pursuant thereto, and 
85 such, the provision should be en-
acted that until the adjudication order .. 
il paned, the lale proceeds cannot be 
seized or detained, as sale proceeds 
being money have no ear-mark, and 
a. such, there Is no need or requlre-
mf:nt of effecting the seizure on the 
one hand, while II'eat preJudlce will 
be caused by doin, 10, on the other. 

ShrbIIati Savltrt Nlp_: Do you 
have any objection If the sa 1e proceeds 
are conftscated from the smuggler as 
well .1 the merchant who has purchas-
ed the goods knowing that they were 
smuggled goods? 



ShrI O. B. Aaven: We have no 
sympathy with anyone who haa pur-
chased the goods knowing that they 
are smuggled goods; deterrent punish-
ment may be given in such cases. 

8brI S. S. More: You 8ll0uld have 
no sympethy with per&OD8 who sell 
goods knowing that they are smuggled 
gooda. 

8brl Venkataramana: W~ entirely 
agree with the term 'knowledge', but 
the words 'reason to believe' are the 
most ambiguous ones. Knowledge is 
dift"erent from reason. 

Shri B. B. Bbarat: That is a very 
Well-known J.ecal terminoloD. 

Chairman: That term is found In 
mOst other penal sections. 

6br1 S. S. More: Take the inlltance 
of the penal provisions in regul'd to 
stolen goods. There also, the tern, 
'reason to believe' has been used. 

Shrimatl Savttrl Nt,am: The wit-
nesses are keen that smuggling should 
be stopped. I would like to make a 
suggestion to them. Why should they 
not start a form in which any seller 
w111 have to state wherefrom he has 
got the goods, in which year he got 
those goods and so on? If they could 
do like that, then they will be in a 
better position to assess whether the 
seller is a bona fide person Or he is a 
smuggler. 

Sbrl C. B . .Jhaverl: At lhe time of 
purchase, we take the addr~s of the 
p~rson, and it is only when we are 
satisfted that the person is a bona ftd~ 
seller and we have no doubt wh:ltso-
ever, that we purchase the ~oodli. Afte~' 
all, when we purchase go!d or silver, 
we have to take every precaution, 
and unless we are satisfted about the 
bona ftdes of the seller. we do not 
make the purchase; and we have to 
takE' adequate precaution also against 
slolen goods being sold. 

Shri S. S. More: It is "lot our func-
tion to suggest how you should carry 
on your trade. 

Chairman: A genuine merchant 
wUI never risk hiJ reputation. These 
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precautions are always taken by those 
who are genuine merchants. 

Shri S. S. More: You will a!l'8e 
that there are smugglers and some 
people who belong to your U'a~ are 
partners in that game. 

Shri C. B. Ihaver1: Not only penons 
belonling to our trade but even 
outsiders, and those who are not inte-
rested regularly in this trade are the~ 
in that game . 

• 
Shri S. S. More: They too will comt! 

under punishment under 90mp. other 
provision. 

Shrl C. B. lhaverl: Regarding clause 
123, I should like to say :1 .few words. 
This corresponds to section 178A of 
the present Act, and this rela.tes to the 
onus of proof. 

Here, the onus of proof h~ii been 
shifted to the person from whom the 
goods are seized. This provisicn was 
enacted, I think, in 1957. Prlolr to 
1957, the onus of proof Wi'll on the 
authorities. In 1957, it was shifted to 
the person from whom tha iI/ods were 
seized. Since then, we ha \'e experienc-
ed that it is absolutely impossible for 
thE; merchants to discharg~ tile p:oof 
to the satisfaction of the cus~,)ms Il\.~tho­
rities. In spite of producing all the 
vouchers, the necessary bills, t~~e regu-
lar payments made, and know:~dgt' or 
reasonable belief and so on, the goods 
are confiscated or the onus or 1I1'oof is 
lJot discharged. 

Shrl C. B. Jhaverl: I Fubmit that 
onCe a merchant is asked to prove from 
where the goods came into his pos-
session and he does SO by pointing out 
the party from whom he purchased 
the, goods, the onus of proof should be 
deemed to have been discharged. But 
here We are asked to prove the nega-
tive that we have not done 1I0mething. 
Thi~ is against the provialon In the 
Indian Penal Code. 

Chairman: SUPP.lse the goods 
change half a dozen hands in half an 
hour. That is 'VI,'hat usually happens. 
So it has to be traced back. 



Shri C. B. lhavel'l: Diamonds are 
things which have no trade mark. 
There are no markings on them. The 
goods are absolutely not ldentifiable. 

ChaInDaD.: We are concerned 
mainly with smug&led diamonds and 
gold. . 

Slut C. B. lhaverl: If I am able to 
produce my immediate vendor or point 
out the party, the onus of proof should 
be deemed to have been discharged. 

. Sbri 8. 8. More: Section 123 corres-
ponds to the old section 178-A. This 
matter had also gone to the Supreme 
Court and the Court had made certain 
observations. The point. is that we 
cannot lay down what measure of 
evidence is required. We must as;;ume 
that the customs omcers are doln, 
their duty in a reasonable manner. 
What particular interest have they? 
This is a matter of evidence. No legal 
provision can lay down the qL'antum 
of evidence that is required for carry· 
ing satisfaction to the customs omcel'R. 
If a particular officer has acted whimsi-
cally, you can go to the highL"r court. 

SbrImatl Savltrl NIpm: The r.us-
toms oftlcer may be a very good mm 
or a very bad man. So we ahould not 
depend on that. What we should do is 
to make the provision clear here, 
whatever may be the nature of the 
customs officer. The smuggler has to 
be caught. The last portion of the 
clause 'from whose possession the goods 
were seized' makes the smuggler free 
from the responsibility of proving. 
The burden lies on the person who 
possesses it. The person who has 
smuggled, who has been found r.uUty 
of smuggling, should also be roped. He 
should be roped in ftrst. Whe1"e the 
person from whom it is seized is un-
able to prove from where and from 
whom he got it, he should be caught. 
The burden of proof should alS? lie 
on the person from whom he has 
bought it, that is, in addition [0 the 
man from Whom the goods were seiz· 
edproving that he got it from A, B or 
C. 

Shrl S. S. More: Such a prt)vision 
will lead to fabrication of evlden:e . . 

ChaIrman: We will discuss that 
later among ourselves. 

S~ 8. S. More: 1 am pointing out 
to the witnesses the various danger. 
that the provision will be susceptib~. 
to. 

8brl C. B. lbaver!: This would only 
affect the bona fide traders; the !Dlu,-
glers will go free. They 5el1 to the 
traders. The traders go into the mar· 
ket and sell the goods. When the 
goods are found in possession of the 
trader, he is asked that the goods are 
not smuggled. That is why my Com-
mittee has suggested that if we are in 
a position to point out \ "e imm",dlate 
vendor, we should be deelt 'd to have 
clischarged the onu. of proor. 

Shrl Debejla: Do you accept that 
large quantities of diamonds and gold 
are smuggled into the country? 

ChalnDaD: They have. accepted It. 

8hrl Dehejla: Also that these quan-
tities cannot be disposed of without 
going 1hrough the trade channels? • Shri C. B. lhavert: Not neceslarHy. 

8hrl Debejla: RI. 30-40 crores worth 
of such goods cannot· be dispostld of 
privately. 

Shri C. B. .J'haverl: I would Dot be 
the proper person to reply to that. Tht' 
total consumption in OUr country ill 
only RI. 3 creres worth of dlam'lncis a 
year. 

8brl Dehejla: That is legally 
imported. 

8hrl C. B. ilia ... : It 11 calculated 
on past record. 

BhrI Debejla: You mentioned a lit-
tle while ago that diamoncU Bre also 
exported? 

Sbrl C. B. .J'haveri: Yes. 

Shrl Debejla: When smuu1ed dia-
monds are re-extV'rted, t"e • erson 
gets entWement for import 01. 
clI.amoada. 



Shrl C. B. .Jhaverl: There is snme 
misunderstanding. Export ia not of 
the imported goods. We are exportinac 
only such goods which our country 
ipOSSesses since centuries. We are able 
to export only big-size diamo.ldg which 
fetch very high prices in U.K. and 
other continental coul).tries and Ame-
rIca. Imported goods are pemlitted 
for home consumption. It ia 01l1y 
against our export of the bigger-
size diamOillds and good quali,ty de-
mands that we are allowed to inIP01't. 

Sbrl DeheJla: Are there reatJ'ict:ons 
on the size of di,amonds which can be 
exported? 

Shrl C. B. Jhaverl: Your department 
will be able to find out the sizes of the 
diamonds exported. 

Shrl DeheJla: Diamonds are the 
easiest to smuggle. 

Shrl C. B • .Jhaverl: It is so. 

Slirl DehejJa: So it requires special 
care in handling. 

Shri C. B • .Jhaverl: That is what we 
have mentioned in our memprandum, 
that we have no sympathy for the 
smugglers. At the same time, we want 
that the bona ftde trader is protected 
and no innocent person is victimised. 

Sbrl Venkataramayya: Clause 123 
was originally section 178-A which 
.came before the Supreme Court (AIR 
1962 page 316). While upholding the 
constitutional validity of this section, 
the Supreme Court has made it clear 
that the said section can apply only 
to seizures which are effected by the 
seizing officer on the reasona-
able belief that the goods 
which he was seizing were smuggled 
goods and which belief ~le must have 
either before or at the time of seizure. 
Further, the said belief is not a sub-
jective belief but an objective fact 
which may be investigated into, and 
has, to be investigated, by the adjudi-
cation officer. Further, all ,materials 
on which such bellef is based .... 

". 
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8hri S. S. More: You need Dot read 
the whole of the decision. 

Sbrl VeDkataramana: I only say 
that I may be permitted to state that 
the proof may be subjective proof and 
objective proof and this may be incor-
porated in the section. 

Chairman: The clause says, 'under 
reasonable belief'. What is reasonable 
belief is a question of fact which haa 
to be decided on merits, It cannot bl! 
incorporated in the section. It is only 

·· .. the general principle that can be in-
corporated. What is quoted in the 
Supreme Court judgment are the 
words used here in ifhe clause 'are . . ' seIZed under the Act in the reasonable 
belief'. 

Sbri S. S. More: Reasonable belief 
cannot be subjectivej it cannot be 
capricious. The court is not entitled 
to go into the sources of reasonable 
belief. 

Sbri VeDkataramayya: It is only 
that particular portion which is useful 
to the officers that has been incorpo-
rated in the clause. 

Chairman: What is reasonable belief 
is a question of fact and it cannot be 
incorporated in the section. 

Sbri C. B. Jhaver1: Regarding 123, if 
my memory does no~ fail me, in 1957 
when this onus of proof was shifted 
on· to the person, the question wa. 
raised in the Lok Sabha. If someone 
is asked to prove that his watch is 
smuggled Or not, what would be the 
proof given by him? Can anyone 
prove it? At best he can produce a 
bill or a voucher from the shop where-
from he purchased it. In the same 
way if we are able to point out the 
person from whom we lot it and his 
address, then the onus should be con-
sidered to be dischar,ed. 

Cbalrman: Yes. 

Sbri VeDkataramayya: With regard 
to gold, I have to say a word. Gold 
may be speciftcally deftned. Gold in-
cludes all types of ,old, that is, eV8D 



cold wblch are indisputably not im-
ported lold nor can they be even sus-
pected to be imported ,old. Ju the 
section stands, any article of -Iold can 
:fall within the purview of the section 
which is not the intention of the 
Hetion, which is a protective provi-
siuD. Ju such, it is respectfully su,-
.uted that the deftnition of ,old 
abould be indicated to mean that It is 
,old of a fineness exceedini 99'80 and 
Iold bavinC foreip markiDIs thereon. 

Sbri S. I. Mon: If the section is 
made applicable only to the finest 
quality, it means you are livin, a 
charter to the smuiller to import ,old 
of inferior quality. . 

1hr1 VeakataruDana: The question 
is, how to distinCuiIh between ,old 
that is smuilled and ,old that Is not 
.mUl,!ed. 

8brI Danlranl,.a: By defining per-
centaee it cannot be avoided or 
prevented. 

8brI Dehe,jla: Is it a very d1ftlcult 
Job to reduce the purity of ,old? 

Slid Veakatarama,.,.a: It Is not very 
diftlcult. 

8bd Dehejla: Would not your deft-
nition then mean that all lold that 
15 smu,iled will ucape? 

Ihri C. B. .JbaverJ: I would not take 
much time of the hon. Members. I 
would just make a few sUl,estions 
onl,. with retard to two clauses. 101 
is new; power to search suspected 
persoDS; and 105 is correspondinl to 
section 172 of the present Act, autho-
riIin, search of premises. Up till now 
these powers were to be taken on a 
warrant from a magistrate. If these 
powers are to be vested in the customs 
Oftlcers, then they should be of a con-
siderably hith rank 80 that lhe8e 
powers may not be misused. 

SJarl DebeJ": Under what section of 
the present Act do YOU say that it has 
to be done on a warrant from the 
maJistrate? 

SIar:l C. B. IJIaveri: I mean lenerally 
It lUrCh f. made under a warrant 

trom a magistrate. Under clause 105. 
where certain documents have to be 
searched, the authorisation to be liven 
should be to one who must be not 
below the rank at. Auiatant Collector. 

Cba1nDaa: Under 105, it is the 
Aasistant Collector or an of!icer spe-
cially empowered by him. I think 
there is no dimculty 11 this. 

Sbrl C. B. lbaved: Thank you, Sir. 
1 once &lain reque.t the members of 
this committee to consider the views 
expressed by my Association. 

(The witne .. e. of the Bomball DiA-
mot&d Me1"CMnu' ABBociation, Bom-
ball. then withd,.ew). 

Shrl Veaka&aramaJ'J'a: Section 125 
provide. for an imposition of fine In 
lieu of confi.scation. It 11 sUliested 
that in cases where an order of con-
fiscation is made and it is not proved 
that there was any men. ,.ea On the 
part of the owner, then the Customs 
Officer is bound to glve an option of 
redemption of the loods and cannot, in 

. such cases, make an order for out-
right confiscation. 

Sbd I. I. More: The previous Sec-
tion speaks about confiacation of 
goods and the ground on which it is 
proposed to confiscate the ,oods. 
Goods are confiscated only after rea-
sonable time and opportunity are 
liven to the person. Now my friend 
wants to amend. the aection so u to 
make all sections malafide. That is a 
special concession liven to you. 

ChaIrman: Why do you want to 
chanle thi,? 

Ihrl VeDkataramaJ,.a: Section 139 
provides for the raising of certain 
presumptions in connection with the 
documents and statements seized and 
recorded under the Act. It is submit-
ted that the same i8 directly contrary 
to the provisions of the Indian Evi-
dence Act and Article 20 of the Con-
stitution and a8 such illegal and bad 
in law and should be deleted. I may 
submit that in the Evidence Act there 
are special procedures in re,ard to 
recording of the .tatements and the 
lame may be adopted here too. 



Shri ShaDkara!Ja: May I brine to 
the notice of the Members that the 
provisions in the Evidence Act will 
be applicable only to extraordinary 
circumstances. In the Customs, as 
you are aware, we are dealing with the 
extraordinary circumstances and hence 
the things which cannot be done in 
the ordinary course are done in ex-
traordinary circumstances. Hence the 
provisions of the Evidence Act be 
applied here. 

Shn S. S. More: With regard to the: 
prosecution, we have to assume that 
it has gone to the Court of Law. In 
the Court of Law it is expected that 
the Customs Ofticer should prove that 
the documents which have been I8lzecI 
from a person are according to the 
Evidence Act. 

Chairmall: You can say that the 
document has been surreptitiously 
introduced. 

Sbri S. S. More: How can there be 
a room for any surreptitiousness here? 

Sbrt VellkataramaJ)'a: Sections 107 
and 108 give power to examine and 
summon persons. Since under Sec-
tion 107, examinations can be conduct-
ed without issuing summons, Section 
108 will be circumvented in that case. 
Further, recording of statements and 
production of the goods should be 
provided to be made in the presencE 
of independent Panchayats and in the 
presence of legal advisers of the par· 
ties, if they so desire, to protect 
against these statements which are 
·being extorted and obtained Further, 
mandatory provisions should be made 
that the copies of statements recorded 
shOUld be furnished and handed over 
forthwith. It should be expressly pro-
vided that no statements or docu-
ments obtained are produced in any 
criminal proceedings which should be 
instituted against the said parties 
subsequently. We have to ensure and 
give effect to the protection provided 
tor by Article 20 ot the ConstitutIon. 

IIhri S. S. More: Then what is the 
Ule of recordinJ of statements? 
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8hn Veakataramal1a: Before an 
Income-tax Offlcer, they are all cond-
dential matters. Some safeguard is 
given to the merchants. In the end, 1 
mus.t say that we are all respectable 
citizens. The people who have been 
arrested for smuggling gold etc. should. 
be treated with respect. I submit to 
the Chairman and Members that by 
taking .this stand by Government that 
these .mugglers must be arrested and 
punishments should be given, this not 
only aftectstbe merchants but every 
person who is in possession of any 
quantum of gold. Any person pos-
sessing the goods which are smuggled 
can be taken into custody and by seiz-
ing or con.flscating the jewelleries etc. 
not only the traders but all the citi-
zens might be harassed. 

With these I thank the Chairman 
and Members for your patient hearing. 

(The witnesses of the AnQhra Pra-
desh Gold, Silver~ JeweUerll and Dia-
monds Merchants' Association, Ra;ah-
mundt't/, then withdrew). 

01. TRICRY SHROFF AND JEWELLERS' 
AsSOCIATION, TmUCBIRAPALI.. 

Spokesmen: 

1. Shri Rajamaml81' 
2. Shri R. Madhava Rao 
3. Shri P. Ramaswami 
4. Shri M. Veerasami Naidu 
5. Shri K. P. I.aksbmaM 

PadayaclU. 

(Witnesses were called in and thell 
took theiT seats). 

Cbalrman: You represent the Trichy 
Shroff and Jewellers' AuoC1aUOll, 
TiruchirapalIi. 

Sbrl Madhava RaG: Yes, Sir. The 
names of my friends here are: Sllrl 
Rajamannar, Shri Ramaswami, Shrl 
Veerasami Naidu and Shri Lakshmana 
·Padayachi. 

ChalrmlUl: We have received your 
memorandum; it has been circulated 
to Members here. You need not go 
through that memorandum again. If 



you want to add anythinl more, :vou 
may do so. 

B.I Maclhava BaG: W.e want to 
stress our vIew regarding chapters 13 
and H--clauses 101 to l05-searching 
~d arrest of persona. 

CbalrmaD: You have referred to 
them in your memorandum. You 
want to add anything? 

Sbri Ma4bava Bao: We wish that 
recording of evidence must be directed 
to be made before the le,al advisers 
of parties if they so desire. Copies 
of statements should also be furnished 
forthwith. 

CbaInDaa: It is not possible. Be is 
a customs officer: it is not a court to 
give you copies. 

Shrl Madhava Bao: The party 
should know what is in the statement. 
The evidence should not be used , 
against the party. 

ChaIrman: But it is not a court ease; 
it is a fiscal matter. 

Sbrl MaIlhava Bao: Clause 118 refers 
to smuggled ,oods. The whole pack-
age could be confiscated. We desire 
that only the gold of the particular 
description should be conftacated. 
Otherwise, as it stands now the whole 
package could be contlscated. There 
is also no definition of 'package'; it 
should be defined. 

Section 121 refers to confl8C8tlon of 
.ale proceeds. We feel that tm ad-
judication the amount should be with 
the party. If it is proved or establish-
ed that the sale proceeds relates to 
smuggled goods it is right. But till 
such time as the adjudication pI 0-
ceedings are over the amount should be 
allowed to be with the party. 

ChaIrman: But it he iJ a bona tJde 
person doing business, he does not 
come there at all. He must have 
knowledge of the case: there must be 
reasonable bellef that they are smui-
gled goods and he sells the good& Why 
mould you object to it? 
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Sui Madhava Bao: Supposing there 
is Rs. 10,000 in the cash box. rl"he 
money in that box can be confiscated. 

Chalrman: They will take only the 
sale proceeds. 

Arl S. S. More: Besides, will you 
not make a voucher? You will take 
particular care to prepare a vl)ucher 
and when the voucher is there, the 
sale proceeds will ,be accord.iDc to the 
voucher. 

Shrl Madhava Rao: I come to clause 
123. The burden of proof must be on 
the omcers. Merchants are bona fide 
periODS. Proof can only be by t11e 
omcera. 

Besides, several lakhs of merchants 
are doing business bona fide and to the 
satisfaction of the purchasing publlc 
and they are also law-abiding. Tht!re-
fore, if the Bill is paaed as it is, the 
entire btisiness people will suJter and 
they do not have any safeguard from 
the Government: It is also earnestly 
prayed that any action by the customs 
authorities should be through or by the 
order of the court. 

8hrl 8. 8. More: What is the clause 
you are discUBIing? 

ChaIrman: That is his general con-
clusion. I may .y that pnuine mer-
chants need not have any fears Q all; 
it is only a smuggler who will come 
into ·trouble. You should not protect 
such people; you should help tne 
Government to find out the smugglers. 
There is a lot of lmuo1.int in gold 
and diamonds. You know it. How 
are you going to help the Government 
in preveMing thJa amulillDg? 

8hr1 Mac1hava Rao: Our .ubmfssion 
is that bona ftde merchants should not 
be put to h81'UlJDen;t. 

Chalrmaa! How many bona ftde mer-
chants have been harassed in youI' 
place? Can you give one instance? 
None. They why should you learf 
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Chairman: You have given only une 
instance for all these eighty years dur-
ing which the old Act has been in 
force. The present Bill it more libel'a!, 



So genuine merchants need not ~lave 
any fear. 

(The wim,ne. theta withdrew). 
IV. TIm lHDLuf NATIONAL Sn.uIsBJp 

OwNDS' AsSOCIATION. BollDAY. 

Spokemum: 

Shri K. It. KothawalL 
(Wimen WCII celled ,tL cmd he took 

hil.eClC). 

CbalrmaD: Your Memorandum has 
been distributed to the Members of 
the Select Committee. If you waut to 
add anything to it or make some utha' 
submission, you may do so. 

Shrl Kotbawala: Sir, with your 
permlSSlon I would like to take up the 
more important points that are 8Iitat-
ing us. 

ChaIrmaD.: You are concerned only 
with one clause, is it not? 

Sbrl Kotbawala: I shall take up 
clause 41(1), claUSe 42 and aIao clau&e 
30(1). 

ChaIrman: Very well, you may 10 
in the chronolOlical order. 

Bbrl Kotbawala: Clause 30(1) deals 
with the import general manifest \0 
be submitted by shipowners or shipp-in, agents. The wordin, of the pre-
aent Bill is: 

"The person-in-charge of a con-
veyance carrying imported ,oods 
shall, immediately after arrival 
thereof at a customs station, de-
liver to the proper oftlcer, in 
the case of a vesael or aircraft, an 
import manifest, and in the case 
of a vehicle, an import report, in 
the prescribed form." 

The existing Act gives the shipowner 
twenty-four hours from the time of 
anival of, the vessel within wI-Jch to 
submit his import general manifest to 
the Customs. That, to our mind, is 
most essential. In fact, even this 
twenty-four hours' time-limit given to 
UI makes us literally race for sub-

mitting the ftnal import general mani-
fest. In the cue OIl the Import 0... 

1. 
eral manifest, I may add that there II 
a system of prior entry which enable. 
us to submit the ftnal IGM in 24 hours 
of the arrival of the vessel. But the 
words "immediately after the arrival 
of the vessel" are not clear or distinct 
as the words "24 hours of the arrival 
of tbe vessel." If it is Sunday Or a 
holiday intervening, we can get the 
advantage of the following working 
day. So, I would submit respectful-
ly that the present wording in the 
present Act, may be retained and the 
words "immediately after the arrival of 
the vessel" may be deleted. 

ShrllDatl Savltrl NIpm: What is 
your SU8lestion? 

Sbrl Kodaawala: I said that in the 
present context of the Act, "24 hours 
of the arrival of the venel" may be 
retained in the new Bill also. 

0baInIwl: So, YOU object to the 
words "immediately aaer arrival". 

Sbri DebeJla: What is the cWIlcWty 
abou& It? 

Sbrl KotIIa"a1a: The diftlcult1 is, 
sometimes, the manifest of the port 
of shipment is not received by us 
before the arrival of the vessel. 

Shrl Dehejla: The goods are on the 
ve88e1 and it is the person in charge 
of the vessel who is to attend to them. 

Sbrl Kotlla"a1a: I would like to 
clear the misconception. The words 
"master of the vesael" should be less 
freely used these days in the context 
of the modern development and the 
words "shipowner or the agent" should 
be employed more and more. 

8brl Debejla: The words here are 
"person-in-charge of the veasel." The 
point is, he is the perlOn who has 
received the goods on his ship. There 
has been a fair interval. It is not 
within a couple of hours that the ves-
sel is touchin, another port. Some 
time has passed between the last port 
and the arrival at another port. He 
has time to prepare the document. 

8bri Kothawa1a: The items must be 
entered J'l th. prescribed fF- It Is 



not the port manifest that is submitted 
to the customs. 

Sbri Dehejia: The forms are kept 
on the ship. 

Sbrl Kothawala: At the moment, the 
agents are functioning at the smallest 
ports. The clerical work of su.bmitting 
the manifests is undertaken not by the 
personnel of the ship but by the office 
ot the company or the agent of the 
company. 

Sbrl Debejla: Why should it not be 
the person on the ship? Is there any 
diftlcul ty? 

Sbri Kotbawala: It has been found 
that the personnel there are not do-
ing justice to clerical work as much 
as the office personnel who are sup-
posed to be working for the company, 
the customs section of the office. 

Sbrlmatl Savitrl Nlram: Don't you 
think it will be in your interests to 
give it· as soon as possible? 

8brI Kotbawala: I submit that 24 
hours is not much ot a delay. 

ChaIrman: You will ·be satisfied if 
the original claUse is retained. 

Sbrl Kothawala: Yes. 

Sbri Anand: Is it not a fact that 
most of the manifests are presented 
even betore the ship arrives? 

Shri Kothawala: I prefaced my re-
marks by saying that under the prior 
entry system a large number of items 
are to be submitted to the customs in 
our import general manifest, but the 
final manitest is to be submitted with-
in 24 hours. of the arrival of the ves-
seL 

Arl AIuLDd: If you refer to clause 
30(3) you will find that it does not 
lay down any time-limit 

SbrI. Kotbawala: Discretion has been 
given. 

Shrl Alumc1: It is much more than 
24 hours. 

Sbrl Kothawala: It mayor may not 
be, but alter all the dd8cretioll1 is 1hen. 
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Shri AIwuI: Considering the merits 

ot the case, the customs officer will be 
'prepared to extend the time as neces-
sarto 

Sbri Kotbawala: I agree, but he may 
say that "we find you at tault in not 
submitting the manifest immediately 
on the arrival ot the vesse!." There 
may be penalisation and unnecessary 
complication. 

Shrl B. B. Bbarat: You prefer to 
have the 24 hours limit. 

Shrl Kothawala: I would prefer the 
words "24 hours" to the words "im-
mediately on arrival of the vessel" 
which can have a different interpre-
tation. 

Sbrimatl Savitri Ntram: You just 
now said that instead of the "master" 
it should be the shipowner or the 
agent Could you give us some more 
reasons for this suggestion? 

Shrl Kotbawala: I would submit 
that today, except for the most out-
landish ports, the position is that the 
shipping companies have their own 
branch offices or agencies. The old 
concept of the master of the vessel 
submitting the various documents to 
the customs and other authorities is an 
obsolete one. The master or the other 
personnel of the ship do very little 
clerical work vis II vii the public 
authorities, major or minor. They do 
clerical work only vis II vis their com-
pany or the shipowners. Most of the 
work connected with the reports to be 
filed is essentiaUy done by the sl1i~ 
ping companies' oftices, say, at the 
ports of Bombay or Calcutta or the 
shiJpping companies' agents at ports like 
Madras and Cochin, as for example, 
the Scindia Steam and the India Steam 
Navigation Company, and indeed al-
most all the Indian shipping lines. 

Shrl Debejla: If you see clause 148 
(1), you will find that the agent is en-
abled to do all the work. The power 
is given to the agent. Everything can 
be done by the agent. 

Shrl Kothawala: That is quite true. 
But it is much more clear in the 
present Act. Master includes the ship-
owner or the agent. In fact, in my 
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opinion, the. emphasis should be more 
on the shipowner or the shipping agent 
doing this or that rather than the 
master. 

Sbrl S. S. More: The master 01 the 
YeIIJel appears in clause 31 and no-
where else. It is only the ''penIoD-ln-
charge" everywhere. 

Shri Kothawala: I would read it as 
the person in charge as intended to be 
the master of the vessel, taking in and 
out the vessels. It canot be the mana-
ger or the agent of the shipowner. If 
it is the intention that by the ''person-
in-charge", it is intended to cover the 
manager and the assistants working in 
the oftlces or the agencies 1 am happy. 

ShrI B. IL Bbapt: That is not the 
intention. 

Shri Kotbawala: Section 5 of the Act 
definitely says that the master includes 
owners and agents of the vessel. 

Shri Sbanhm,a: The witness says 
that the manifest should be filed with-
in 24 hours of the arrival of the ship. 
According to him, there will be branch 
ofIlcers and they will have enough 
staff there. Whenever the goods are 
taken aboad on the ship, the owner or 
the master, whoever he may be, will 
be in the know of things. The stat! 
who are putting the things on board 
the ship will have sufficient know-
ledge of the things.' Why should not 
that omce, which sends the cargo, send 
the manifest? Why should the oftlce 
where the ship arrives be asked to 
file the manifest? 

ChaIrmaa: We will diJCUSS that 
afterwards. 

Shrl Kotbawala: The IGM or the 
import general manifest, which we 
are required to submit to customs, is 
in a certain form which is laid down 
in the customs manual liNen the size 
aDd quality of the paper are preseri~ 
ed. The order in which the manifest 
should be submitted ia also laid down 
in the manual. First the local cargo 
should be shown separately at the top. 
Then the cargo intended for tranship-
ment to other ports is required to be 

mown.. Then the retmtion carro, 
intended to be carried in the 
same vessel to Cochin, Calcutta, 
Karachi or any oUter poIl'¢ is to 
be shown. Government cargo is to 
be shown eeparately. Hazardous 
cargo is to ,be shown separately. It is 
the office in Bombay who will put up 
the IGM in that form to the Collector 
of Customs. .The various manifests of 
the ports of shipments, from which we 
prepare our IGM, will not serve the 
customs purposes. If the customs are 
willing to accept those manifests, a 
lot of our time and labour will be 
saved. But 1 doubt verY much whe-
ther the customs authorities will 
agree. During the period of the 
strike, we requested that the manifests 
of the ports of shipment may be tre-
atedas IGM. After great hesitation, 
they agreed to it purely as a tem-
porary measure for the duration of the 
strike only. If you can find a way 
out and institute something in the 
rules or the manual by which the 
manifests of the ports of shipment 
would be accepted, we would be hap-
py. Otherwise, we require 24 hours 
from the time of arrival of the vessel. 

CbaInDaa: That will be considered. 

Shrl Debella: So, you want that In 
aeetion 30, instead of the word 'im-
mediately' it may be within 24 hours 
and sub-clause (3) should be deleted. 

Shri Kotbawala: That would be In 
conformity with sections 62 to 66. 

Shrt Dehejla: Would you be satisfied 
if it is provided that within 24 hours, 
he can amend it without the special 
sanction of the customs officer? 

Shrl K~wala: I am very grateful 
to you. 

8hr1 AIwuI: A supplementary mani-
fest can be put in within 24 hours, after 
filing the main manifest immediately 
on anivaL That it the aua-tton. 

Shrlmatl SaYltrt Hiram: It 24 hours 
time is provided, is there any necessity 
to have su~clause (3) in clause 30? 

8hrI Kethawala: That can be retain-
ed to our advantaae. ' 



8hrl DeIleJla: Let there be one 
scheme and Jet it be consistent. 

Shrl Kothawala: It should be 24 
hours read with sub-clause (3). After 
24 hours, we can ask for extension of 
time with the permission of the Col-
lector of Customs. 

Chairman: The committee wUl think 
over it 

Sbrl Kotbawala: Then, clause 41 
deals with export general manifest 
The presem sections 62 to 66 clearly 
gives the ship-owner 5 days' time from 
the sailing of the vessel or more cor-
rectly from the obtaining of the port 
clearance. Now clause 41 says 'that 
the Collector of Customs may extend 
the time-limit in his discretion, but 
normally, the EGM should be flIed by 
the master-I hope, by the agent also-
before the departure of the vessel and 
before obtaining the port clearance. 
This, I respectfully su·bmit, is most 
difficult, if not impossible. Even now 
when 5 days' time-limit is given, there 
are occasions when we request the 
Collector of Customs to extend it by 
two days because there are hundreds 
of shipping bills and it takes a lot of 
time to prepare the EGM as laid down 
in the manual. Our experience is we 
have to work a lot of over-time in 
order to compile the EGM within 5 
days of the port clearance, which in 
turn is 24 hours before the departure 
of the vessel. So, the Collector of 
Customs might tum round in future 
and tell us that he has no authority 
to giVe us five days or seven or ten 
days. In his own discretion he may 
give time, which is not as good as lay-
ing it down in the Act itself. Five 
days are provided under the present 
Act. 

Shrl Debejta: Information in respect 
of export goods is available with you 
at ths time the ship is about to leave. 
Therefore there is no question of col-
lecting any further information from 
any~. 

Shri Kothawala: The shipping bills 
are not in our hands. 
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. Sbrl DebeJla: After all, there is a 
'provision that nothing can be loaded 
unless the necessary bill has been 
passed. So, that information is avail-
able with you. It is merely a question 
of compiling. 

Shri Kotbawala: It is also a question 
of obtaining the information from our 
dock stat! and also from the Bombay 
Port Trust occasionally. 

Shrl DebeJIa: Actually, the goods 
cannot be loaded without a bill of 
lading being given .. 

Sbri Kothawala: The bill of lading 
Is given much later. 

8hrl Dehejia: Clause 40 says: 

''The person-in-charge of a con-
veyance shall not permit the 
loading at a customs station-

<a> of export goods, .... , unless 
shipping bill or bill of export or 

a bill of' transhipment"",' has 
been handed over to him by th( 
exporter;", 

The shipping bill is with you and all 
that you have to do is to prepare a 
consolidated statement. 

Shri Kothawala: May I submit that 
the shipping bill travels through 
several hands, that. is, the mukaddams 
and even the stevedores and the ship-
ping staff? Finally a mate receipt 
is issued and handed over to the Port 
Trust The Port Trust do not part 
with the mate receipt and give it to a 
shipper of goods till their dock dues 
are settled, In tum, the shipper is 
not able to present the mate receipt 
for exchange with a bill of lading till 
after two or five and sometimes seven 
or ten days of the sailing of the 
vessel. But I will not unnecessarily 
emphasise on the issue of the bill of 
lading because though we would like 
the prepare the EGM after the bills of 
lading are prepared and issued to 
shippers we generally prepare it from 
the shipping bills. It is our unfortu-
nate experience that when the mate 
receipt is produced, there is sometimes 



•. ~p,.~y, be~een the 'mate "re-
ceipt and '~e .hipping bill so that there 
is a diScrepancy between our' bi!l 'of 
1aclinl and the EGM which has. alrei.dY 
been submitted to the Custc?~s. ' , In 
order to avoid such discrJlp.anci1:d ' we 
would like the bilI of lad~g -to ,be 
Issued to, shipperS' ando.<ylr· export 
If:neral; ~iII;st.to#bt..,repared from 
th,e ,billLoPf; la~iqg,~h.ic:h.. will be a 
more ~utllentic 'docum...E ent because the 
slilppilll!" l:#1~'. milht,-show or miss to 
ShOW :8h"rt-s}lipmftltt whereas our mate 
receipt wtll only, ~ ·in ·respect of 'the 
qu~tity shipped.on board. So, ~ 
have ftve days' in which to 80rt out 
any INch discrepancy. I do not ~ 
mit that these discrepancies are in each 
and every case, but occasionally we 
do come across them. In order to 
sort out 'these discrepancies arid to 
prepare the EGM in the prescribed 
form, five days' time limit'lias been 
fO\Uld to be jlJSt ,$Uftlcient.. U, t may 
say 80,' if that miniMum·, comfort is 
removed, it will act as a ,hardship to 
the ship-owner· 

Sbrl Alumd: Is it not a fact that even 
~der the p~nt Act y.ou are sUPPQJ-
eel to present the manifest at the time 
of applying for port' clearance, and it 
is only where the Customs authonties 
think that it is not necessary and you 
apply for it that tlley give you the 
permission to put in the manifest with-
in ftve days after the departure ot a 
vessel? Even under the existing Act 
the provisions are more or less the 
same as now proposed except that we 
have removed this time limit of five 
days and it will depend upon t he 
Customs authorities to lee whether to 
lee whether to give ftve days or seven 
days. 

Ibrl KotbawaJa: The Act also lays 
down that the EGM .hould be INbmit-
ted prior to the departure of the venel 
and prior· to' the obtaining' of the port 
clearance. But it is to be read with 
section' 88' which gives us the benefit 
of ftve days. ' ' 

,~d AaaDd: That is discretIonary. 
8brl' KotIIawaIa: I might add that 

uDder' ah, a,rHment w1th 'the CUltom' 

. by' shipowneri" which also· ispr~~~ 
under seeti'on 66 we are n;ot .0nlYr.&i~ 
ftve ~Ys for the submission of, the 
EOM 'and l4' hours for the'sUbnmpon 
of the IGM but we are ev.ert pefm!tted 
to obtain'port clearance without ,·the 
sUbmisSfon 'of the required ' ,papers 
provideJ, we give an indemnity~ or' a 
bon~ ~ .. P!Oduc:e those,papers ~i~in 
24 Q.l ~8 hours after the' sailing . P~ the 
veqel., 
. Sbrl· DeIlejla: There· is a very mat-

erial change between the old Act and 
the new Bill. The ,old Act was only 
in respect of sea-going vessels. The 
new Bill is in respect of all kinds of 
conveyancea. So, if flve days are 
gi~n . in the case of an aircraft, the 
export· goods would reach their destin-
ation and would be' discharged. 

Sbrl Kotllawala: I quite agree. 
8bn Debejla: So" what· Y9u. mean 

to say is that for, a shiP~iqgr com-pany 
the provision may be, difterent' and for 
aircraft and motor vessels it' may be 
something else? 

Ibrl Kotbawa1a: I am representing 
the shiPPing interests. "..,' 
. ShrImatf 8avltrl NIpm:. I would like 
to have a clarification.. On, p.ge 18, 
at .the end there is a· proviso to clause 
41 w):tich says: 

"Provided that if . ·the, proper 
ofBcer is satis1ied that ,there was 
sufficient cause for not, deUvering 
the export manifest, cause for not 
delivering the export' manifest or 
export report or any part thereof 
,before the departure of 'the con-
veyance, he may accept it after 
such departure." 
Now, you just now suggted that it 

should be not less than ftve days. Do 
you want it to be after the departure 
ot the vessel or before that? 

8brl Kotbawala: I would like it to 
be after flve days ot departure. But 
that is only confined to the discretion-
~ry power. 

Shrl S. 8. More: In that cau flve 
days will be the compulsory period 
and' discretion will c~me' only atter 
the lapse of five' daYI; " 



Slut Kotllawala: The present Act 
provides for five days. That is the 
miDimum. 

Sbrlmatl Savttrl Nll'am: This was 
. ..acted. in 1878. Now everything has 

been modernised and therefore it 
..tIould be shortened. 

8Iu1 KotIIawa1a: Loading of cargo 
GIl a ship in 1962 is definitely more 
than the average cargo loading during 
tile 18'10. 

8hrImaU Savttrl Nlcam: I was sug-
aestmg that if it could be done in two 
or three daYs instead of five days it 
would be better. 

Slut Kotllawala: From actual ex-
perience we have found that because 
the ship is loaded with hundreds of 
items five days are just sufftcient. 

CIIaInDaa: The old Act is about sea 
automs only but the present Bill II 
for air and motor vessels also. How-
fi!ftI', we will consider this point and 
_ how best we can accommodate 
7OU. In the case of air travel within 
st hours the goods will be thousands 
of Dille. away. 

8IarI 8. S. More: He is comparing 
tbls particudar proviso with section 68 
01 the present Act. This proviso II 
IDCII'e liberal than section 88. It gives 
d.iseretion to the Customs offtcer. Ac-
~g to the proviso, if the oftlcer 
• atisfled, he may grant him time 
eYeD for 15 days. 

8Iu1 Kotbawa1a: But my diftlculty 
ui8es if the officer is unfortunately not 
.,·1iberal. 

Cba1rma.Il: He cannot be so un-
reasonable. 

8Iarl KotIlawa1a: I agree. But if five 
days protection is given to me in law, 
it would be better. 

8hrI Kothewa1a: The minimum of 
ave days' limit also would be. very 
helpful and in conformity with ~e 
present Act. I am sorry to emphasise 
the present Act again, but the volume 
01 trade has increased alao. 

1812 (B) LS-I0 
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About section 82, as we have men-

tioned in our memorandum, it is more 
a trade angle than a shiping company's 
angle. I have mentioned it for two 
reasons. It is attempted to be laid 
down that cargo manifested for a par-
ticular customs port must be discharg-
ed at that port. The idea is, con-
signees after shipping their cargo from, 
say, Liverpool, suddenly discover that 
the cargo has been wrongly manifested 
for Bombay but it should go to Cal-
cutta. Then they come to the shipping 
company saying that the exigencies of 
trade and business require the lal.ding 
of that cargO in Calcutta. We ask 
them to get the permission of the 
customs for amending the manifest. 

CbaIrmaa: It is provided here "ex-
cept with the permission of the proper 
oftlce"'. 

8hrI Kothawala: I hope such per-
mission will be liberally coming for-. 
ward becaUSe in the present Act there 
is no such amenity. If this permis-
Sion is not granted the trade wUl be 
inconvenienced. Between one Indian 
customs port and another Indian cus~ 
toms port we hope the objection should 
not be very serious. I am thinking of 
my company's stores-shipping stores. 
I will, Sir, with your per!Jlission give 
YOU an instance. We had shipping 
stores in transit ordered by vesseL A 
for receiving vessel B from Liverpool. 
By the time A arrived, the receiving 
ship happened to be in Calcutta. It 
would have been of no use our dis-
charging the shipping stores at Bom-
'bay and transhipping it to Calcutta. 
We requested for permission 01 the 
customs fOr amendment of the mani-
fest fr~ 'local' to 'same bobtom'. In 
anticipation of the sanction we retai~ed 
the 'cargo on board and discharged it 
at Calcutta. We .received a strong 
letter from the customs asking us to 
explain why prior to receipt of the 
sanction this was done. It is shipping 
stores in transit. It does not go out 
into the town. It does not even at-
tract customs duty. In such casea 
some leniency should be shown. 



8Iut. Dellejia: The stores would have 
aoue em boDd to the port of landblg. 

Slut K.oaaaw&la: It IOU out on bond 
to Calcutta where also it does not 
attract duty because it is transferred to 
another vessel. 

Shrl AIwad.: I hope you are also 
aware of ~ases where when the ,oods 
are still on board or on the hb:h seas 
attempt,. have been made for ChllJlIinI 
the IGM fraudulently to aVtlid com-
plication;; with the ~toms. Where 
the goods were unauthorised excuses 
were given that the goods were not 
meant for an Indian port and WE-re to 
'be carried to ports outside IndJa. 

Sbrl DebeJia: When they find that 
the customs officers at Bombay arE' a 
bit vigilant they might say thP. t the 
goods are going to Hong Kcmg. 

Shrl Itotbawala: It is not SO much 
our interest 88 the interest of the 
trade. Important companies like the 
Bindustan Lever or Tatas come to WI 
IQing that instead of Bombay the 
JOOCIs may be discharged at Calcutta. 
We allY that if the storage permits we 
have no objection, because it is rather 
difIlcult from the storage point of 
~w. We always 88y that we will 
.tnake an endeavour, whatever ex-
penses are incurred will be debited to 
them, and they must obtain the per-
miJsion of the customs. The trade baa 
also told us that it is extrem ,11 dim-
cult tn obtain the permission of the 
euatoms even in bona ftde cates. Thl. 
aew Bill will make it ,WI more cWB-
eult. 

Sbrl DeIlejta: Import licences may 
be accepted in a particular way at a 
particular port, and importers may 
have come to know that by takinR the 
good!! to a smaller port like Flhavnagar 
or Porbandar they may bave lea 
v.igilance. 

8hrI KotIunrala: Import cargo have 
to be accounted for sumciently at 
every port. 

8hrl Dellella: I am only saying that 
when we are talking technically let us 
be clP.8f 88 to what could ba-
CIec:hnicalq. --•• 

1.f8 

Slut Kotbawala: There b one more-
point which is not covered by nur 
memorandum. It is about releDUc-. 
c:ugo. The present Act as well 81 the 
proposed Bill says that the details of 
the retenuon carlo are also to t-e ,lven 
in the same fashion as for h,cal carp 
or transhipment cargo. But by ftubUc 
nouces the Customs have liven us tbm-
concesSlon In Bombay, Calcutta. 
Madras. and other places that in the 
case of retention cargo or 'some bot-
tom' cargo we onlY sav the Jk,Irt ~ 
shioment, the port of dischaTIP:e aDCI 
the total number of oackcl2cll, WI' do 
not snow them item-wise a.c; in the ca_ 
of local carJro or tran!lhioment cnrI:Q. 
In the case of local cargo and tranship. 
ment careo they have to be shewn 
item-wise because they have to be d&-
livered to seoarate consiJrllce or tile 
carAto has to be off-loaded at one oort 
and, then shioped to another port But 
for 'same bottom' carlO the dl'!tnila are 
hardly necessarv at Bombay for c.I-
cutta 'same bottom" r.arsro. bf'CAIIlIe 
in the Calcutta IGM thoee details ... 
be furnished as local cargo. . RE'C"e~ 
the Calcutta Customs have adviHocl .. 
IhipPinlt companies that tor retenUc. 
canro or 'same bottom' carlO fun de-
tans of marks and other thinlCl Ibn .... 
be Jiven. Fortunately. Bombav CUt-
tom. have not raised thia questlnn. Ia 
case they also do it. it is goinK to make 
It very d11llcult for us. In tfte ...... 
bottom' caflro there may be hund1'flda 
of items. It would load the 1011 
considerably. After all those detan. 
will be reflected in the' Calcutta or 
:Madras IGM where thl!!' cargo beco ... 
local and therefore we are bo-... nd in 
diBcharge the cargo according to the 
IGM. I would, therefore, Iug,rest that 
in the new Bill that b! under consider-
ation one treatment mav be giVPfl to 
transhiDment cargo and local ('argo 
and a separate treatment mav hI! «iftll 
tor 'same bottom' carRO tor shmviJ1R it 
in the IGM. 

8hrbnatl Savltrt Nlnm: I think 
that transhipment could be made witb-
out landin, that cargo at the port' 

SUI Kotila ..... : Actually it is car-
ri8d in the ume bottom of the ..... 



!'rom Liverpool to Calcutta the ship 
touches Bombay, then Madras and 
then goes to Calcutta. The Calcutta 
cargo which is in a separate stor8le 
is retained at Bombay :llld Madras 
while the- ship discharges BombllY and 
Madras cargo. When the ship arrives 
at Calcutta the same 'same bottom' 
cargo becomes local cargo in Calcutta 
port anc! is shown in the IGM and is 
accordingly discharged in Calcuita. 
For the- first time it becomes local cargo 
and we have to account tor every 
single package. So, it does not come 
out of the ship at all. Even if it 
comes, We are bound, even under the 
terms of the bill of lading, to early it 
at our expense to Calcutta and oE'liver 
it in Calcutta and satisfy the Customs 
at Calcutta that that cargo hilS not 
mort-landed. 

Shrl ADaDd: As you may have notic-
ed from clause 30, it does not lay 
down the form in which the I.G.M. 
ill to be submitted. It has to he sub-
mitted in the prescribed form. It does 
not aay anything even about the local 
cargo, or transhipment cargo etc. So, 
what you are saYing can be dealt with 
under the ~ and. rulee 
IUld whoever contravenes those rules 
would be dealt with accol·ding}y. But 
that cannot be put in the Act itself. 

&lui Kotllawala: Since the Bill is on 
the anvil, our diftlculties Vis-A-Vis cus-
tomI at various ports could be con-
Iddered. and if We could lay down a 
rule of law in this regard that wc.uld 
be better. That is what W~ wish to 
subml1 .. 

RhriIIIatl Savitri Nilam: Have you 
got any model amendment to sUfgest 
about this point! 

8hrI B. B. Bba&'at: That need not. 
be put in the Act. 

Shrl Kotbawala: It may be rut in 
the rulea. 

CbaIrman: The rules are all laid 
down on the Table of the House. You 
may please be watchful .lOd yo.... will 
come to know that. All ~uch rules are 
laid OIl the Table of Parliament 
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Ibrl Kotbawala: About cunl.iscation 
of vessels, I wish to' aay something. 
We have referred to that in our Mem .. 
orandum. This relates to Clause 115 
of the new Bill. 

We were worried about search of 
documents without obtaining the ne-
cessary permission of magistrate. but 
we thought it better not .to bring it up 
as an agitational approach. But, 
when it comes to confiscation ot vessels 
we wish to say something. Clause 115 
allows confiscation of vessels even 
when alterations or adaptations in ves-
sels for the purpose of concealing goods 
are made without the knowledge or 
privity of the owner or the ma'!lte:- of 
the vessel. Sometimes, during the 
voyage, some people conceal ('ontra-
band without the knowled~e of the 
owner of the vessel. That conceal-
ment is unknown to the ship-owner, 
but if such a concealment is found, he 
is punished. 

Shrl B. K. Bbapt: Is it a ~raclical 
proposition or a theoretical proposi-
tion? I don't think it is ever done 
without his knowledge. 

Shri Kotbawala: It could be done 
without his knowledge. The ingen-
uity of the smuggler knows no bcl)ncb. 

8hrl ADaDd: It is not a new ,,-'Ction. 
It is an old section. 

Shri Kotbawala: Conftscntion of 
ships is not warranted. 

BhrI Dehejla: It comes under clause 
52(a) read with clause 167. 

Shri KotbawaJa: While the entire 
Bill is on the anvil, may we not take 
this u.p? That is why I suggest lIlodi-
fications. 

Shri Deheji,,: You are most. 'Vel-
come to make suggestions. It repeats 
something which already PAisl eel in 
the old Act. 

Shri KotbawaJa: We would like itl! 
rigorous to be less. If 1Ihis could be 
done in the new bill, it is -Northwhile. 

Shrl B. R. Bha,at: The problems are 
more. Do you want this to be less 
1'1I0urous? 



CbaIrmaIl: The space in the ehip is 
altered to &end certain lInuggled 
,ooc:ls, contraband gold bars, ('tc. That 
cannot be done surreptitiously without 
the knowledge 01 the ship-owner. 

Shri B. R. Bbacat: Without confiscat-
ing the vessel, this cannot be enforced. 

8hri &otbawala: One offi~er on duty 
cannot go to the various places in the 
ship. One officer works during night 
duty. Another comes for day shift. 
Now, one officer cannot go to nIl the 
places. If any mischief is done un-
known to the ofBcer of tIIbe ship, 1he 
vessel is confhcated once the place of 
concealment is detected. This can be 
done if the ~s guilt, his 
indifterence or his negligence is estab-
lished. 

Shrl DeI1ejla.: The ship owners may 
have better check over lheir crew. 
After all they are their employees. 

Sb.rl Itothawal&: At various ports, 
labourers come in to take the carro· 
There are passengers at various places. 

CbalrmaD: Section 115 gives inst-
ances where conveyances shall be li-
able to conflscation. It say!!: 

"The following conveyances 
shall be liable to conflcation:·-

(a) any vessel which is or has 
been within the Indian customs 
waters, any aircraft which is or has 
been in India, or any vehicle 
which is or has been in a customs 
area. while constructed, adapted, 
altered. or fitted in any manner 
for th~ purpose 01 ronceal1n.g 
goods: 

(b) any conveyance from whieh 
the whole or any part of the goods 
is thrown over-board, stayed or 
deatroyed so as to prevent seizure 
by an officer of customs: 

ee) any conveyance which hav-
ing been required to stop or land 
under section 106 fails to do flO •.• " 

.Now. it is only in such instances that 
con1iRCation takes place. That cannot 
be condoned. There are certain things 

which cannot be done 'without' the 
connivance of the ship-owner. 

8hri Anand: The shiD owner has to 
have knowledie in certain types of 
('.&Ses. Clause 115. sub-clause (2) says 
as follows: 

"Any cOIllVeyance or IIlnimal 
ust!d as a mean.c; of transport in 
the smuggling of any goods or in 
the carriage of any smuggled goach 
shall be liable to conftscation, un-
less the owner of the conveyance 
or animal proves that it was so 
used without the knowledge or 
connivance of !the owner himself, 
his agent, if any, and the person in 
eharRe of the conveyance or ani-
mal and that each of them had 
taken all such precautions against 
such use as are tor iflhe time beinc 
specified in the rules". 

Shri KotbawaJa: How can the cv.."ller 
prove his innocence? 

Cbalrman: This is to be done when 
a prima facie case is established. 

Sbri Kothawala: I agree, if a prima 
facie case is proved epimt the owner. 

Chairman: All such cases are speci-
fled in sub-clause (8) to (3) under 
claUSe 115. Suppose some quantities 
of cotton bales are missing and some 
quantities of silver bars are put in 
their place. You cannot say fhat you 
have no knowledge. It is only in such 
cases that confiscation is contemplated. \ 

Shrl Kothawala: It can be ('xtended 
to any cargo and the ship can be con-
fiscated. Because we are unable to 
account for the cargo, we are answer-
able. The Association .ruggests that 
confiscation should be resorted t:> only 
if it is proved that such adaptations 
or alterations are made with the 
knowledge or privity of the owners of 
the vessel . 

IShn S. S. More: Are there instances 
where the vessels were confiscated? 
Can you cite some instances? 



Sbrl Kotbawala: In Calcutta, there 
was recently an incident ; .. ehting to a 
faretgn vessel. You will remember 
that. 

Sbrl Debejla: That matter went to 
the court. It is still pending in the 
court. 

Shri ADaad.: In that case, 1\8. 2IS 
lakhs worth of ,old was discovered 
there. 
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Sbrl Debejla: That is Jtill pendinl 
in the court. 

.. Cbalrmaa: Thank' you for the evi-
dence. 

Shri Kotbawala: Thank you. 

(The witness then withdrew) . 

(The Committee then adjoumecl). 
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(Witnesses were called in and thetl 
took their ,eats). 

Chairman: Gentleman, we have got 
your memorandum. It has h~lm cir-
culated to the members. If you have 
rot anything to add, we are ready to 
Iaear you. 

8IarI Mukerjee: In the first place, 
Sir, the Chamber expresses their sin-
cere thanks to this Committee for 
having given them an . .,pportunity to 
1QJJM!8I" before this Committee to pre-
sent their views. Secondly, the 
Chamber is very grateful to the hon. 
FiDance Minister for having overhauled 
'the Customs Law which WRS original-
ly introduced in this country in 1878, 
aDd that old Customs· Law has noW 
been consolidated with the Land Cus-
tomtr Act of 1924 and the Indian Air-
eratt Act. This has been a "rreat uphill 
task for the hon. Finance Minister and 
the Chamber sincerely appreciates 
that this has now been done and made 
poa:Ible. 

"l'be Chamber has felt that In the 
new Bill the necessities of the trade 
which the trade had been asking for 
the last few years have been consider-
ably met and they have got some con-
cealons which they greatly appreciate. 
"!be trade necessities have been con-
siderably fulfilled nnd the planned 
economy which is desired LO be pro-
tected In this Cf'&mtry has also been 
8ldfteiently attempted to be met in the 
BUt The Chamber Is abo grateful 

6. Shri Kapurchand Chimanlal. 
'1. Shri J. R. Gagrat. 

that the facilities and concess1oDS 
which have been granted to the trade 
will be \>"ery helpful in haviDi a close 
co-operation between the trade and the 
Government. 

I may mention some of the most out-
st~nding changes which have been 
made. 

ChairmaD: I would request Yr.lU, Mr. 
Mukerjee, to come to the ,")rovisions 
of the Bill. If you have JOt any ob-
jection to any particular clause you 
may mention that. Similarly, 11 you 
have any suggestions to improve them, 
you can straightway give them. 

8hr1 Mukerjee: We have, Sir, in our 
memorandum, represented our views 
specifically according to the clauses. 
We now want to lay emphasis on a 
few of the clauses and want further 
clarification. 

The first clause which I shall refer 
to is clause 14. This refers to the 
determination of assessable values. 
There has been a long dispute in the 
past about this fixation of assessable 
values, and we appreciate that thii 
clause has been drafted on 8 more re-
alistic basis. But then, we would like 
to have a clarification as to whEther 
this "normal price" will also include 
the landing cost, because "normal 
price" has been defined as the price of 
the ~eller to the buyer. By that we 
understand that the price which the 
seller will charge to the buyer in the 
ordinary course of IntemationRl trade 
wfll be the price. That is tf) say, 
generally. we understand that the ClI' 
or the FOB price will be the ''normal 
price" in the international trade. But, 
after the goods are landed there are 
some small landing costs. The ques-
tion whether that landing cost would 
also be included. In fact, we have 



.uueitecl that an eXPlanation ma,. be 
lidded to thiI, claUia Juat to ('larUY 
whether it will include the landinJ coat 
azul whether it will include the dia-
counts. Discounts are now allowed. in 
the international trade and the dia-
counts vary from seller t.o seller and 
from buyer to buyer. More or Ie ... 
there is no flxity about these discounts. 
It depends upon the quantity pur-
chased at a time and the bargaining of 
pri.ce. The question is whether u... 
things shou!d be clarified by an ex-
planation. We have suggested that it 
abould be. done because .)tberwise it 
might leave chances for future dis-
putes. 

Then again, we have point~ out 
that the' same gOOds or similar goods 
when manufactured in different coun-
tries, are supplied at different prices. 
Of course, we understand that "normal 
price" means the price of the different 
international markets. But sometimes 
it happens that from the same inter-
national market goods of the same type 
are sold to buyers in the buying coun-
try at different prices. The question 
is whether the "normal price" should 
be a~pted for, each individual sale 
to the ciiJ!erent buyers who are al-
lowed different discounts. How should 
these things be dealt with? 

Then apln, there is the question of 
forward sale price. Goods are some-
times found sold at a cheaper price or 
1,\ a higher price according to the for-
ward contracts and the same goods 
when supplied at later date may be 
sold at Ii lower or higher price. In 
this case, what would the "normal 
price" mean? Would it mean the 
price at which that forward contract 
has been made or the price which is 
current at the time when the goods 
reach the buying country? 

Chairman: What do you want it to 
be? 

Sbrl Mukerjee: We want that in the 
case of forward contracts the price 
which is contracted shOUld be accept-
ed as the normal price and in cue 
4i1terent prices are obtaining.in the 
rame international market, if it ta 

proved that ~e is no special ,~ . 
latianahip between the buyer and tile· 
seller and the prices have been arriv-
ed at by independent bargaining, the 
prices should be accepted, althouCh 
they are different and although 'they 
are from the same international mar-
ket. These thinrs should be cleri1led. 

Sbrl BamavthaD CIletttar: Could. 
you clarify the point about forward. 
prices? Do you want it to be like, far 
example, phadka market price in re-
gard to jute in Calcutta? 

8b.ri Materjee: Sometimes goods. 
are ordered ahead of the manufactur& 
and the prices are settled. even befOl'e' 
the goods are manufactured in the-
manufacturing country. So, we should 
take into account not only jute con": 
tract but also the prices of other· 
goods in general. 

Shrt "!MutUa CbeWu: Pr0-
bably you are referring to ex.portable-
commodities and not in regard to im-
ports. 

8brl Makerjee: Both imports mer 
exports because in the case of imports 
al80 1bere are ane forward contractL 

8Jut Ra_aethe • ObetUar: What 
are the artic181 of import which wm 
come under this category? ' 

CbaInaaa: He has referred to ... 
machinery. 

Sbrl ..... -thaD ClleUlal': HOW" 
could there be a forward contract Oft 
that? 

Shrl Muk_J_: Machinery is manu-
factured in the manufacturing country. 
Orden are placed well ahead. The 
prices are fixed by contract and the 
com,ponentlS of the same machinerY 

. may be supplied at a later date at a 
htlher or lower price. 

'Sbrl )lunaaatbaa CUtt .... : I 
w()U)d like to point out that it happens 
only in very f~ cases in regard ,to. 
certain items, When we import frorJt 
the United States they say that the 
price is subject to the ruling mark~ 
price on the day of manufacture or 
delivery. But I do not think this will 
apply to any article or compon~tI 
that we may have to import from the 
United Kingdom or any of the CoD-



waental countries. 1 think tbia would 
apply more in regard to jute and shel-
lac that are expqrted from our country 
rather than in regard to imports from 
foreian countries. 

SIui Makerjee: Then I will refer to 
clause 18, although it is a small point. 
It refers to the provisional assessment 
of duties. It happens that when goods 
are imported and an assessment can-
not be done immediately, after some 
enquiries the goods are provisionally 
assessed to duty and a bond is taken 
from the importer to pay the difference 
in duty in case when the final asses-
sment is made there is additional duty 
involved. The provision that has been 
made is for a security bond, which 
means the importer has to pay cash 
s.:cur.Ly in Government papers for the 
goods imported. We suggest that 
surety bond may also be allowed to 
be accepted and in case cash security 
is insisted, the cash should not ex-
ceed twice the value of the difference 
in duty between the provisional asses-
sment and tire estimated final asses-
sment, because if it is left to the dis-
cretiOn of the officer and if the dis-
cretion is not exercised properly, it 
might happen that he might demand 
any lump sum as cash security which 
the importer is unable to pay. There-
fore, it is suggested that the surety 
bond as well as the security bond 
should be limited to the difference bet-
ween the .two duties. 

Chairman: You need not repeat what 
is contained in the memorandum, be-

. cause we have gone through it If you 
I'I8.nt to lay stress on any particular 

int or bring in additional points, you 
may' do so. 

8Itrt Mukerjee: In clause 28 provi.s-
ion has been made that a c;how cause 
notice may be issued. We suggest that 
the show cause notice may be provided 
as a, compulsory item. So, instead of 
the word "may" the word "shall" may 
be used. 

ShriS. S. More: In this particular 
clause, if you interpret it in that par-
ticular context, the word "may" has 
the force of "shall". 

81arl MukerJee: Then we will not 
pr"- that. Then, in the same clauSe 
the time given is six months. We 
have suggested that the !>how-cause 
notice maybe issued within three 
months and the proceedings may be 
finalised within six months. That i,s.' 
to say, whether the importer has. ~O: 
pay any additional duty must be de-
cided within six months but the show-' 
cause notice may be issued earlier .. 
that is, within three months. 

Shri S. S. More: Would you not al-
low some time for the ~ustonis au-
thorities for reaching their own con-· 
elusions before they issue the notice? 

Shri Mukerjee: In the .::lause the· 
provision that has been made is that 
the show-clause notice wiUbe issued 
within six months and there is no limi-
tation as to the time for alTiving at a 
decision. This means that the im-
porter is held in suspense for an un-
limited time which is not proper. 

Then I refer to clause 105, sub-clause· 
1. The power of issuing search war-
rants is proposed to be delegated to· 
officers upto the rank of Assistant 
Collectors. We have not 5upported it.. 
We emphasise that this may lead to 
great abuses of power, more particul-
arly on account of the fact that search 
warrants under this clause may be 
issued for the seizure of documents of' 
the importer for any proceeding and 
'any proceeding' may include a pro-
ceeding for the payment of additional 
duty and adjudication proceedings. 'If 
in an adjudication proceeding relating. 
to an investigation whether tl:·c impor-
ter is liable to any additional duty a 
search warrant is issued '>y an Assis-
tant Collector and the documents of 
the businessman are seized and 
brought to the customs house, nobody' 
knows when they will be rt!lcased. He 
will be subjected to great inconven-
ience. The power is at present con-
fined to the magistrate and In case the 
business accounts are not released the 
businessman can approach the magis-
trate and a quick decision is made .. 
But when the decision is left to the 
d~rtmental officer who himself hal-



issued the search warrant, ·there may 
'be harassment of the business people. 

Sbri S. S. More: Apprehensions .re 
.e~ressed here that by the tlmt> the 
officer concerned goes to the magistrate, 
somehow delays take place and the 
prospect of securing certain documents 
is marred. In order to :)revent the 
..POSSibility of such delays, it will be 
better if we retain the provision as it 
a~ in the Bill and 10 the aggriev-
ed party who feels that documents 
are not·beiDg returned promptly we 
may provide some remedy by provid-
ing far some represen~ation to the Dis-
tTict Magistrate or somebody else. 

Shri MakerJee: Where a magistrate 
. is readily available and the customs 

oflicer a·pproaches him for the issue of 
a search warrant, the magi3trate makes 
enquiries into the truth of the alleg-
ation and unless there is a rrbna facie 
case he refuses to issue a search war-
raRt; whereas, if it is left to the de-
partmental officer and if the officer is 
not scrupulous enough or cannot ex-
ercise his discretion correctly. there 
will be harassment. Of course, we 
have suggested that in the case of 
border areas where smuggling goes on 
and it is not possible to ftnd a magis-
tnte there would be no hann in giving 
the power of issuing search warrants 
10 senior otJicers of the Department. 

CJaaInDaD: We have I(ot a long 
land customs barrier and we cannot 
bave magistrates at every }llnce. So, 
necessarily power has to be Jiven to 
"the customs officers. 

5IlrI B. R. lIhapt: Even in income-
tax and sales tax cases lUch power Is 
vested in the administrative officers. 

Sbrl MakeJ1ee: In the ca!'le of in-
·-come-tax officers the power is exercis-
ed in a different way. But here there 
is the power of seizure of the property 
of the person. In the case of income-
tax the warrant authorises the seizure 
of documents of assessees and not the 
personal property of the individual. 
An analogous case is that of the State 
.~cise authorities who have got to deal 

1M 

with excisable goods and there tbe 
power of search warrants is restrietecl 
to the magistrate or to the Collector 
of the District and not to MY lubor-
dinate official. They also have got to 
work on the border. 

ChaIrman: Even here it is 8 gazetted 
officer, that is, the Assistant Collector 
of Customs, who is authorised to issue 
a search warrant just as the magi&-
trates. 

Sbri Makerjee: The Assistant Col-
lector of Customs may be biased, but 
in the case CJf the magistrate there 
cannot be any allegation of bial. 

8br1 DebeJia: The witness quoted 
lfOme excise law. We have got the 
Benga 1 Excise Act and he may be fami-
liar with that. Could he 'juate from 
there some case where it requires a 
magistrate's order? 

Chalrman: There section 70 gives the 
power to the Excise Ofticer. Such 
powers are there in many Ads. 

Shrl Makerjee: Kindly see section 
tJ9 of the Bengal Excise Act. 

CbaIrmaJl: There also it il 'any 
officer or magistrate'. 

Shrl MakerJee: There it is 'aDy co)-
rector or magistrate' and not any 
subordinate officer. 

Chalnnan: But section 70 immedi-
ately follows section 89. 

Shrl Makerjee: But we have sug-
gested that in the case of the border 
areas where there may be any near" 
sity for iSSUing a search warrant teDiOt 
otJicers may be empowered to do eo. 
The power of issuing seareh warrants 
may be givP.n in the case of land CUII-
toms to the Superintendent "'tho i! 
readily available there. 

Cbelrman: All right, we will con-
sider it. 

Shrt Buarlka: When an oftloer 
is speciftca}'y eJ;1lpowered for that pur- .~ 
pose, he is as good as a magiatrate. 

IShrt Mukerjee: I will only repeat 
that he ill a departmental omcer. ~ 



The. ,'next dauae. I would refer to 
Me clause, 107 and 108. 107 iI a new 
CI8.UIIe livinoa the power of investi-
.l8tion to the customs officer. to ex-
amine perlOns and require them to 
produce documents or to maka and 
sign statements. just like police cfBcer •. 
In view of this new clause 107 we do 
not feel the necessity of ·:lause 108. 
The distinction between r.:lause 10'7 
and alause 108 iI that in the case of 
clause 108 any person can be summon-
ed, by the officer empowered, to ap-
pear before him and to ~ive evidence 
.8fld to produce documents. And this 
is in the existing Act a.so, the corres-
ponuing section in the existing Act be-
ing I7lA Now, it has been found by 
-experience that this power of sum-
mO!l'Ung pe!t;1ons has teen dt!lt'gated 
to sUbOrdinate officers even of the 
mnk of preventive officers on the cus-
toms sde. So a pr.:>vcntivt! officer 
-can summon a person. Anti it is a 
judidal proceeding, for ~ertC1in pur-
-poses-for instance, he cannot live 
false evidence, he cannot 1'1311lt the 
ofIlcer who bas summoned him. So, 
'the purpose with which ::;ection 171A 
was promulgated in 1955 was to em-
power the officers to make inv£fltiga-
'tiona. But that power is now being 
taken under clause 107. So the old 
power, which is embodied in clause 
') 08, need not remain. 

The next clause I would r~fer to 11 
claule 118. It is suggested that the 
word 'package' be deftned. l:le('auae, it 
may 80 happen sometimes that licit 
.goods may be associated with illicit 
or smuggled goods in a box. That 

should not make the licit goods liable 
·to confiscation because the smuggled 
good. were contained in that box. 
The dictionary meaning of the word 
"package' is bundle. But the ~~P.eping 

of articles til a box in which probably 
smuggled goods are found snould not 
make the licit goods liable to confisca-
tion. That is why the definition of the 
word 'package' should be clarified. 

The next clause that I ""ould like 
to refer to is clause 120. Clause. 120 
says that ~muggled goods may be con-
ftlC8ted notwithstanding any change 
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in their fann. If the ~uggled goods 
are gold, and if any ornaments bave 
been manuJlactured out of that gold 
and sold from a jeweller's shl)p, and 
an innocent person goes and buvs that 
ornament, then those ornaments would 
be liable to confiscation, and thp. onus 
of prOving that those ornaments have 
not been manufactured from smuggled 
goods is on the citizen who il1ll·):!('Otly 
buys those ornaments. So, ~his clause 
120 will bring harassment tt' innocent 
citizens. If it is at all retained, it is 
suggested that the caUl at proving 
that the ornaments were manufactured 
from smuggled gold should be on the 
Customs Department. If they are 
satisfied that it has been lnade from 
smuggled gold, then of CDU1'Se it ma,. 
be conftscated. And there shullid be 
provision for compensation to the 
citizen who has innocently bought 
those ornaments. 

Chairman: The provision is 21ready 
there regarding stolen property, in the 
Penal Code. 

8hrl MUeI'Jee: I would next refer 
to the appeals and revision clauses, 
that is clauses 128, 130 and 131. We 
have not referred. to this in our Mem-
orandum. We suggest that there 
should be an independent body for de-
ciding appeals and revisions, tiS baa 
been recommended by the Badhwar 
Committee. At the lower levels ap-
peals are generally decided D~ the 
Collectors, against the orders of their 
subordinate authorities. At the lower 
level, just as in the Income-tax de-
partment, there may be an \ppellat.e 
Col'ector or Assistant Collector. BIIt, 
at the higher level, corrasponding to 
the Board of Revenue, there may be a 
Zribunal as in the case of the Income-tax department. This, we f:unk, will 
do justice to the citizens. 

8hr1 BuarIka: What about clause 
1231 

Shri Makerjee: The real difficulty, 
we have explained, has been brought 
out against clause 120. If there is any 
suspicion of smuggling and .cold II 
seized from a suspected smugler, it is 



Clwte riaht that it is for the pel'SDO 
from wbom ,old is seized to provl' 
that "it ia DOt smUl,led gold. But, that 
Ihould not apply in the ,~ase of a 
eitizen who baa purchased bome gold 
ornaments from an ordinary dealer's 
shop in the town. He is asked to 
prove that the gold ornaments have 
not been manufactured from ~muggled 
pel Really, he is not m'anufacturing. 
He is only a buyer. Here, In clause 
123. it is the person who h C3rrying 
COld and who is suspected to have 
sinUCg1ed, ,who is liable. The suspic-
ioUs person with other case:s the 
dealer who has sold. the ;;old to the 
citizen. You have seized the gold 
from. the citizen. It is 110t right t:> ask 
the citizen to get proof that the dealer 
from whom he has bought has not 
manufactured it from IImugglt'd gold. 

We refer back to clause 13. This 
ia a new provision that an 'importer hu 
to pay the duty on the pilfered goods 
whether he takes delivery of the goods 
or not. In the existing Act, there 
was a provision that he might abandon 
the goods in which case he bas not got 
to pay' duty on the pilfered goods. In 
this clause 13, now, it haa been me.,deo 
compulsory that whether he takes the 
goods or not, he has got to pay duty 
on the pilfered goods although the 
pilfering micht not have been done at 
his lnstaDce or there is no proof at 
least that he has anything to do with 
pilfering. AJJ a matter of fact, the 
pilfering is done from the jetty when 
'the goods are in the custody of the 
Port Commissioner. The law is that if 
any goods are pilfered and the party 
makes a claim within five days. then 
and then only he can claim compen-
sation from the Port Commissioner. 
Five days is too short a period now. 
As a matter of fact, on account of the 
imposition of import control, ordinar-
ily or in most cases, it is not possible 
to get a clearance of thO! goods on pay-
ment of duty within fivc days. It 
win ,be a great hardship jf the impor-
ter is asked to pay the duty on :the 
pilfered gOods even when he intends 
to abandon the goods. It is suggested 
that the existing provision may re-
main u it iI. That t. all. ' 
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Slid Buarlb: It is duty on impol18. 
The lOad have been imported. Then, 
it has been pilfered. Duty IIhould 'be 
paid by somebody. 

811 .... Makerjee: Legally, it should 
be. But, equity demau,ds that a per-
!IOn should not be made to sufl'er for 
DO fault of his. His only fault is thai. 
he imported goods. Piltering hRa been 
done in circumstancei beyond his: 
control. 

CbaIrmaa: This matter will be 
considered by the Committee. 

8hr1 Bari Vishnu Kamath: Mr. 
Mukerjee, .... 

ChaIrman: He is representing the 
Bengal Chamber of Commerce. 

Shri Makerjee: I am not coming 
in my perSonal capacity, because I 
will repeate the same things. 

ChalrmaD: Suppuse the Committee 
wants to ask some questions in your 
personal capacity? 

8hri .akerjee: If the Committee 
desires, I am at your service. 

CbaInDaa: Then, the other witnesses 
can retire. 

Sbri DuUa Gapta: I want to SlaY 
something regarding clause 14. It re-
fers to the value on the ballis of which 
the duty is to be assessed. It has to 
be done on the basis ot normal priee. 
Reference has been made in the note 
appended to the Bill that this has 
been framed on the basis of the pro:' 
vision in the G.A.T.T. In the pro-
vision what has been mentioned· fs 
the actual price and not the normal 
price. We do not know why this diff-
erence has been made. If it is nor-
mal price, the price will differ from 
place to place and in resoect of diff-
erent shipments of simiiar consign-
ments. Duty has to be assessed on 
the C.I.F. value of the imports. If it is 
normal price, some other elements will 
come Into consideration. The basis 
should be actual price. If the goods 
are delivered on credit basis, tbe 
price will be much hither. ., , 



Ch&Irmaa: The point will be con-
:aidered. 

Shri Datta Gupta: Provision has 
been made in the Bill, for seizure of 

-documents, etc. There should be some 
time limit for the return of the docu-
ments. Otherwise, trade rnay face 
great difficulty. 

A number of provisions have been 
made for checking smuggling. While 
we are at one with the Government 
that smuggling should be stopped, we 
do not think that by mere legislation 
we can stop smuggling. 

CbaIrman: What is your suggestion? 

Shrl Datta Gupta: The point is this. 
We feel that these provisions have 
been made to catch hold of the smug-
gler after the event has taken place. 
Rather we should think of finding out 
ways and means to stop smuggling be-
fore it takes place. The point is that 
·even for smug,gling of goods, the 
price for that has to be ?aid to some-
body with funds abroad. We should 
enquire how the funds have been 
created. Moreover, people areper-
haps finding smuggling more profltable, 
because the internal prices are higher, 
and pP.rhaps the value of the rupee 
is also depreciating. So, we must 
create certain conditions here so that 
smuggling may not be found to be 
profitable. 

Then, there is a feeling that perhaps 
there is under-invoicing of t.he export 
value, and foreign exchange is ·thus 
'being accumulated. There might be 
1IOme provision for checking up the 
export invoices and the inspection of 
the goods to see that there is no un-
der-invoicing. At present, Govern-
ment only act on stray information. I 
suggest that Government must have a 
body consisting of trade, the customs 
officials and the import control autho-
rIties etc. to check the prices of the 
goods and they must have also a 
machinery for getting market intelli-
gence about prices etc. In a regular 
manner. 
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Mr. A. N. Diang will be able to 
throw more light on thiI. 

ShrI RamanatbaD Cbettiar: About 
smuggling, have you got any concrete 
suggestions to put down this evil? 

Cbainnan: He has said that condi-
tions should be created to check smug-
gling; he says that those conditioDB 
wh:ch encourageSIDuggling should be 
removed. 

Sbrt Datta Gupta: The point is that 
however stringent the laws may be, 
the dishonest man will always fi.nd 
ways and means of avoiding them. 
On that ground it should "lOt be pre-
sumed that every trader is dishonest. 

I would submit that smuggling it-
self cannot take place if the admi-
nistration is suftlcient. 

Sbrt S. 8. More: After all, a smug-
gler is a smuggler; we cannot ('Bll him 
a trader. 

Shrt NareDdra SlaP llalalda: Has 
any member of your allSOCiation taken 
part in smuggling, and has he ever 
been caught? 

Shrl Datta Gupta: No, never. But 
because the provisions are there we 
thought we must make our JUbmissions. 

CbaIrmaa: Then you should not 
have any objection to these provi&iODl. 

'Shri Datta Gupta: For instance, 
there is a provision that when gold ie 
changed into a certain form, then cer-
tain presumptions will be made, and 
110 011 ••• 

CbaIrmaD: These provisions do not 
apply to honest traders. 

Shrl Dutta Gupta: But in their 
app1it'ation, honest people also may be 
harassed. 

Cbairman: If the person is honest, 
then he can prove it. You have 
provec:I now that there has not heeD 
a single case ot smuggling by any 
member of your association. 

These provisions are meant to appl;y 
only to those persons who are engaged 
In smuggling. 



8brI Datta Gapta: The point is that 
in appIyinl these provisions, honest 
people also may suffer. 

ChaIrmaD: But, so far, from your 
experience, these provisions have not 
been applied to you, and they bave 
not been misused.. 

Shri Datta Gupta: But, so fnr, the 
laws were not also SO stringent. 

Shrl Daml': I would also like to say 
a word on this. 

The chairman had asked us whether 
there had been any trader ar member 
of our association who had been 
caught tor smuggling, and we 'lad said 
'No' in reply to that question. 

But the fact remains that often wh~n 
a genuine trader or importer has im-
ported. certain items at world market 
prices, sometimes the customs otIlclals 
compare those prices and find them 
to be lower than those at.which cer-
tain other ftrms have importl!d those 
particu'ar items, and they ld'gae why 
the other import~ should not be 
charged the difference in prices .. 
exx:ess duty. It so happens that maraY 
time. there is an honest trader who 
_ a rwult of great efforts .ucceeds iD 
iIIIportiq goods at prices lower than 
those at which others import; lind he 
aves foreign exchange for the coun-
try. Instead of beIn, appreciated for 
that, he is being harassed 0'1 the 
cround that he has amuggl~d the goods 
at lower prices. This baa happened 
on many occasions. 

We, therefore, suggest that there 
lIbould be some kind of guiding prin-
ciples by which there will be no haras-
lDlent to genuine traders. I cnnnot 
.aggest definitely what those guiding 
principles should be but "orne guiding 
principles should be there. 

I may mention some instances in 
this connection. I may go back to the 
dayS when the Ford Motor Co. or the 
General Motors were here. And the 
goods which were imported under those 
brands were ftfty per cent higher in 
price a. compared to that of the goods 
wtUch were imported from the source 
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tram where the General Motora or the' 
Ford Motors had bought them. If the 
imptlrter bought fl'OIn those very 
manufacturers from whom the Ford 
Motors or the General Motors bought 
those things, then the goods would be 
50 per cent cheapel'. But the impor-
ters who got those things at those 
cheaper rates were suspected by the 
customs officials as being involved in 
smuggling on the ground that they 
had not paid the proper price. 

So, some guiding principles should 
be there so that there may not be 
harassment. As Mr. Dutta Gupta has 
been saying there has been no case 
of smuggling in our association, but 
harassment cases have been numerous, 
and that is the point at which he Wo.o; 
arriving. Where foreign exchange is 
eaved by an importer, he Is l-'Jrasaed 
by the customs omcials. So, if there 
is any ambiguity in regard to this 
matter, aome guiding principle should 
be laid down. 

Of course, it may be a dlfttcult thing. 
But some proforma may be submitted 
even for export and that may be 
checked up. For instance, in lin ex-
port item. if the items are under-
valued, foreign exchange may be 
secreted out Te stop that, we have 
to ensure that there is no foreign ex-
change accumulated outside by any-
body; it that is done, then there will 
not be any under-invoicing also. 

To stop this evil of under-invoicing 
etc. I would humbly SUflest that the 
proforma of the invoices be SC1'"..tt!n!sed 
by the import authorities or the C\JS-
toms authorities before an export or 
import is made. And when the export 
or import has been effected, there 
ahould be no harassment .. haboe'nr'. 
That is my humble suggestion fn re-
prd to this matter. 

As far a8 my information go~s. Japan 
Is one country, for instance, where 
when an export is made, the export in-
Voices are submitted to the Export 
Bureau, and the Bureau puts tt. "tamp 
on them and gives them permission to 
export, and then the ,oods lire export-
ed. Here also, a machinery ('an be 



fonDed. by the customs authorities. 
'nle proforma of the invoices may be 
submitted to them before we eX}:Iort 
or import, and they may J.pprove of it 
or stamp it and, say 'Yes, you may 
import these items' Or 'you may export 
these items' as the case may be; if that 
is done, then there will be no harass-
ment to the trade afterwards by the 
customs. This is a humble suggestion 
which may kindly be taken note of. 

A lot of foreign exchange v·hieh is 
now being accumulated outside the 
country on account of this under-vnlu-
ing of exports will be stopped, once 
there is this machinery to see that they 
are not under-valued. Similarly also, 
a check may be kept that there is no 
over-valuation of the imports. 

When such a machinery is form£:d, 
rules and regulations should neces-
sarily be published for the suidance 01 
the trade. 

8b.rt BarI Vlslma Kamatb: We agree 
that there should not be any haras-
lIIDent of honest traders. But I am 
lW'e you will agree with us that smug-
gling should be put down Mth a heavy 
band. At the same time, 1\'e have to 
see that honest trade is not h.aras.sOO. or 
peraeeu.ted. 

Could you tell u.s. first, whether 
amuggUng has been for someti'lle, and 
iI today steedily on the increase in 
India, from the reports that you get in 
your big city? You are living in a 
big clty, and you must certainly be get-
ting reports from various sources. 
Secondly, what alternative provisions 
or measures would you suggest to put 
down smuggling or to end smuggling, 
in place of the provisions which we 
have proposed in this draft Bill to 
end smuggling? 

8hri Da.In&': This is a very per-
tinent quelltion, how to check smug-
l1ing. As reports go, sm'.lggling is 
definitely on the increase. As regards 
tlhis, I have made a humble :;uggestion, 
that before export of goods is made, 
there should be a check on the prices. 
How do smuggled goods come into 
IzxUa? Olwiously foreign exchanae 
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has been paid for the goods abroad. 
Nobody is going to give goods in 
charity. 

Shrl Morarka: Over-invoicing of 
imports and under-invoicing of ex-
ports. 

Shrl Damr: Yes. Before goods are 
exported from the country, there 
sh,ould be a machinery to check whe-
ther the prices are fair or not. We 
have few commodities in India which 
are generally exported in volume and 
the fair price can always be verified 
by a small machinery. If that is done, 
foreign exchange will not be exported 
and smuggling will decrease. 

Shri Ramanathan Chettiar: But is. 
it within our power to control export? 
The Indian price of gold is higher than 
the international price. What ",re the' 
other measures that we can adopt to 
put down smuggling of gold? 

ChairmaD: We have no control over 
other chuntries. 

Shri Dainr: This is a tempting com_ 
modity for smuggling, because the in-
ternational price is about 40 pp.r cent 
less than the Indian price. But for 
buying gold abroad money has to be 
exported. A check on that must be 
kept 

Shrl B. R. Bhapt: Out of the funds-
accumulated at the other end, he is 
paid. 

Shri Debejla: Are you aware that 
there are various other forms of accu-
mulating foreign exchange indepen-
dently of import-export man<pula-
tions? There are probably a dozen, 
ways. 

Shri Dainr: I have not thought ot 
any other method. We would like to 
know what it is. 

Shri Ramanathan Chettiar: Should 
we go into all that? 

Shri DalDg: The other method I eRa 
think of is that a certain amount of 
salaries of foreigners is retained here. 
But the main thing is the under-in-
voicing of exports. 



Slut IIab.r AU Mlna: What about 
over-invoicing of imports? How to 
ebeck it? 

Sbri DaIac: Yes. The importer 
should send a proforma of imports to 
the Bureau of investigation. They 
should check and compare the 'J/rices 
with the other importers and deter-
mine whether the price is fair or not. 
Before the act is done, this should be 
done. 

SbrI BUar AU MIna: The goods are 
imported from the other end. 

Sbri DaIDc: Yes. The proforma 
comes and the importer wants to im. 
port. Before he establishes a letter of 
credit, he should send the proforma or 
invoice to the Bureau to clleck whe-
ther the price is fair or not and whe-
ther he can import at that price. 

CIaaInDua: Thank you. Shri D. N. 
Mukerjee may stay on. 

(The toitneu .. , ezcept Shri D. N. 
MWce7'1ee, then withdrew.) 

U.5HRI D. N. MlJDRJJ'.E. Ram:D 
CoLUlC'l'OR or CmmtAL l!:xaa AJfD 
CVSTO-', .um ADvocAn:, CALc1rrrA 

BmII Co1l'R'l', CALCtJ'l"l'A 

8brt IIarI 'VIIduna I[,ma&h: Hu the 
witness anything to add to his 8-pap 
note? 

SIIrI ..... erjee: Nothing substantial. 

There is one thing I might sulleat 
as a preventive measure. I do not 
know how far it would work; I had 
only thought about it recently. I wu 
wondering whether it would not be 
worthwhile to licence manufacturers of 
gold articles. 

SIIrI Raman_thaD Cbettlar: What 
about dealers? 

Sbrl M .... erjee: If the dealers of gold 
are licensed, they haVe to maintain 
lOme accounts. For the present, we 
have got no control over these dealers. 
Everybody must have noticed that in 
big cities these dealers' shops are 
springing up like mushrooms. Ko-
body knows why the number of gold 
Jihop8 in big cities is increasing .0 
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rapidly. So the 8U8Picion is that II 
lot of IOld and other lDlu"led lOodi 
coming into the country' are distributed 
to these dealers and they are kept 
there in the form of manufacturea 
gold ornaments. 

Sbrl B. R. Bhapt: Should they be 
licensed allover the country, inclua-
ing villages? 

ShrI M .... erJee: If the Central Ex-
else department can license tobacco 
dealers all over ·the country, there il 
no reason why they cannot license 
these gold dealers everywhere. Then 
you can keep some sort of check over 
them u to from where they are ob-
taining the gold, and how they are 
disposin, 01 it. That is the only way 
at expanding preventive control. 

8brl .. _nathan Claeitw: ("",old 
and bullion come under the State 
Government. 

Sbri Makerjee: Gold is ·to be 
declared as an excisable commodity 
in the Central Excises Act. 

Shri N'ueadra 81q1a Maid .. : Apart 
from thole deaUng in zfOld, will you 
not include the ,old smelters? 

8IIr1 Makerjee: Naturally, that is 
alao manufacture, because under the 
deftnition of manufacture under the 
Central Excise Act, any process andl-
lary to manufacture is ul80 manufac-
ture. So, starting from the lold fac-
tories in Mysore or the bankll, theJe 
small dealers should be licensed, and 
their accounts books and stocks will 
have to be checked from time to time. 
That is the way of having effective 
preventive control over them. At pre-
sent we have no control, and that Is 
why these things are increasing, aJIIl 
with the increase in the number of 
shops disposing of the gold, the 1IIl~ 
glers get an .incentive to lJIluggle gold 
into the country. 

8hrI I. N. Buarlka: Do you iU"est 
the Central Government bhould ,1ve 
a gold quota? 

Shrl Makerjee: At present, licit 
lold Is purchased from the Mysore 
gold factory' through the banks. Then 



there are the old gold ornaments sola 
by the citizens to the dealers whlcn 
are melted and refl.necl and then there 
is smuggled gold. These are the three 
lOurces of go14. 

Shrt Bamanat.han Chettbr: The 
major portion is illicit blOld? 

8hrl Mukerjee: That is very dit1'l.cult 
to say. It mayor may not. bl!'. We 
have at preaent no statistics. It is only 
an estimate of smuggling. 

Shrl .... ...,athaa Chettiar: When 
you license, don't you indirectly lega-
lise and encourage smuggling? 

Shr1 Mukedee: No, not at aU. 
Rather, we control the dealing .. in 
smuggled lold. 

Shri Ramanathan Chettlar: Today 
gold import is banned. 

Shrt Mukerjee: But there is enough 
of gold in the country. 

Shrl Ramanathan Chettlar: All far 
al the ,old from the Kolar Gold Fields 
is concerned, it is very limited in 
quantity, and as for the old ornaments 
that are lola, you know that very few 
people part with them even in the 
Villages, because of traditional habits. 

Shrl MUkerJee: It is not a fact that 
very few part with them. It depends 
on the rise in price. If the prices 
rise high, they dispose of the gold. If 
the prices go low, they will not. 

Shri Ramanathan Chettlar: You can 
have a rough estimate. You cannot 
actually arrive at an accurate 81ure. 

Shrt MukerJee: You can. only have 
a fairly accurate estimate· of the deal-
ings when we license these gold 
dealers. 

Shrt J. N. Buartka: Your sugges-
tion is for internal control. Without 
any control on the borders, do you 
think it will be sufficient? 

Shrl Mukerjee: The customs people 
have got their preventive checks at 
the border, and the internal checks in 
the hinterland will be done by the 
licensing of these shops. What me 
1812 (B) LS--ll 
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can you do? That is the only way 
you can extend your preventive 
checks. 

8hr.l NarencJra SiaI'h MahJda: Do 
yOU suggest that just like tobacco 
checking, we can have a department 
of Central Excise for gold? 

Shri Mukerjee: Yes. Even now, in 
spite of the licensing of tobacco shops, 
there is smuggling of tobacco from 
the growing areas, and there are pre-
ventive ot1'l.cers to cheCk them, but 
they are evading quite a lot 

Sbri Narendra Slnrh MahIda: But 
tobacco earns money. Do you think 
this system will earn money for the 
Government? 

Shri Mukerjee: We have got the 
Central Excise staff all over the coun-
try, and it will not cost the Central 
Government mor~ than at present to 
license the gold shops. 

;Out Nareadra SlDgb Mahlc1a: I 
thinK: it is a good idea. 

Sbri Ramanathan Chettlar: You 
mUst have experience of land customs 
also. Apart from licensing of gold 
dealers and gold manufaeturers, what 
other remedial measures would you 
suggest to check this gold smuggling 
both by land and sea? 

Shrl Mukerjee: We have sut1'l.cient 
preventive staff, but the only way is 
to exercise effective eontrol over 
them. If you can make our officers 
wholly honest, smuggling will be 
stopped. 

Shri S. S. More: What is your 'Iug-
gestion for making them honest? 

Shri Mukerjee: Cent per cent 
honesty cannot be secured in any es-
tablishment, but if the officers are 
contented, and if the higher officers 
are honest, and they work properly, 
~here may be an improvement. 

Shrt Bart Vis!aDu. Kamath: About 90 
per cent? 

Shrl Muker.Jee: It is very diftleult 
to say but I do not knoW whether It 
would' be proper for m.e to dilc:lo_ 



.. thIq. I speak subject to correc-
tion, and I do not vouchsafe fol' its 
correctness and I do not want that it 

• should go outside this Committee. The 
information which I have received 
from my clients now and then 18 that 
only 10 per cent of the gold that 18 
smuggled into the country 18 detected. 

SUI Debejla: May be the estimate 
is right. 

Shri J. N. JIaiIJ'Ika: You were say-
ing that if the higher oftlcen were 
honest, the rest also will be honest. 
Do you know of any case-I do not 
want any name--of a person who acted. 
with vigilance, or persons who are not 
supposed to be contended with their 
pay etc.? 

Shrl Makerjee: Generally, the 
standard of honesty amongst the 
supervisory ofBcen is very 10od. 

Shri Barl VlsbDa K .... th: Just now 
you referred to your clients, the in-
formation that you got from your 
clients. Can you tell the Committee 
whether by your clients you mean 
honest people who are wrongly or 
falsely prosecuted as smugglen? 

SUI D. N. Makerjee: No, it is not 
that. In the course of friendly eon-
versation, I have got that information. 
It 18 not our of any prejudice that 
they have complained to me, but th1l 
has been talked about not from one 
source, but from many sources, as to 
bow much of it is detected. That is 
the point. 

8hrI Bart VWma Kim": You 
IBid clients. The word 18 clients. 

Shri Makerjee: I mean clients, not 
one client. It mayor may not be 
true, but the department, 1 think, has 
lot full iDfonnation that much of It 
escapes; wbat percentag' escapes it is 
very diftlcu1t to say. 

8bri 8. S. More: You say that from 
your clients' information only 10 per 
cent is detected.. You were alIo an 
important ofBcer. What does your 
experience tell you, what percentage 

. of it is detected? 
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SbrI Makerjee: Wben I WIa Ia 
oftlce, it was not possible for me to let 
this information. But, wben I w. 
out of office and in touch with the 
other side of the world, then, this in-
formation was collected~ 

Sbrl S. S. More: Do you mean to 
suggest that the experience of the 
officers is always. one-sided? 

Sui Makerj": Yes, it is my belief 
that the' informers who assist the de-
partment in the de'tection of smug-
gling know all thelle thinp. And, I 
would not be surprised if officers in 
the department also know, as Sbri 
Dehejia was just now saying, that IDI' 
information was aboui the same as hi .. 

Shrl Dehejla: Not that 1 have any 
particular information. 

Shri Barl VlsIma KaJDllr. As a 
former Collector of Customs, and now 
aa an advocate, you have had access 
to many sources of information to 
which other might. not have. You 
bave beard of the death of A. K. 
Mittra at Vienna when he was enaa,-
ed in cbecking and ftnding out he 
smugglers in Europe. Have you got 
any information about this matter? 

8IarI Maker:lee: I have no informa-
tlOD. 

Shri Bamaaatlwa Chettlar: As Col-
lector of Cuctoms have you come 
across any smug,linl in tbe diplo-
matic bags? 

Shrl Makerjee: I 111'811 not Collector 
of Sea Customs; but I was Collector 
of Land CUstOlllB, and 10 I had not the 
experience of smuglling through Em-

. busiel; 
Shri B.aIIIaathaIr CbeWar: Our 

trade is increasin, because of our 
planned economy. Do YOU think the 
present staff in tbe Sea Customs, at 
the Airport and ago and custOIDl 
will be able to cope with tbe amount 
of work? 

8111t "'kerjee: It aU d6pends' • 
the IUperviSory ofIlcera. 



~hrl B,unanathan Chettlar: Do you 
thInk we should increase the strength 
of the estabUshment; or will they be 
adequate to cope with the work? 

t!lbrl Makerjee: I cannot say about 
it. 

Shrl Ramanathan Chett1ar: From 
your experience, do you think the 
staft is inadequate or insufficient to 
cope up with the work even in land 
customs? 

ShJ1 Mukerjee: Of course, we start-
ed the land customs in 1948. At that 
time me were given sufficient sta1f. 
But the smuggling that followed 
showed that our staft was inadequate, 
and more staff would be necessary. 
As a matter of fact, since then the 
staft' has been increas~d by at least 4 
times or more than that. 

Shrl Ramanathan Ohettlar: From 
your experience you think that the 
supervisory staft is fairly above board? 

ShrI Multerjee: That is my belief 
and my information too. The stand-
ard of the subordinate staff can be 
increased by efficient work of the 
supervisory staff; and we should not 
mind increasing the supervisory staff 
and control the subordinate staff for 
it will have a very good effect on 
smuggling. 

Chalnnaa.: I think we should con-
clude now because there are other 
witnesses. 

Sbri Harl Visbnu Kunath: Just 
one question, Sir. Mr. Mukerjee, you 
have submitted a useful and interest-
ing memorandum to the committee 
wherein, at several places, yOU have 
commented on the new provisions that 
the Bill seeks to embody. You ha\'e 
said that the new powers are likely 
to be abused. That is the word you 
have used. You have had a fairly vast 
experience as an administrator of the 
old law for quite a few years, I be-
lieve. 

Shrl MakerJee: As Collector of 
Central Excise and Customs I was for 
three years. 

Shri Barl Vishnu Kamath: During 
that period of your administrative fOX-
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perience, and even earlier. did you 
come across any cases where the 
power conferred under the old law-
that is the present law-had been 
abused by the officers subordinate to 
you? Did you take any action on 
them? 

Shrl Mukerjee: No; my experience 
is that powers which were given to 
the Customs department in 1955 are 
the powers which are being abused to 
some extent. 

Sbrt Barl Visbnu Kamatb: You 
know of instances, not stray instances. 
but several instances? 

Shrt Mukerjee: Yt!s. 

Shri Bart VIshDu. Kama1h: Now, Sir, 
the very last question. It is a rather 
hypothetical question and may be a 
semi-personal one. If this Bill is 
passed into law, would you be happy 
to function as Collector of Customs 
under this Act? From your experi-
ence, do you think that this will bfi 
more efficient to prevent smuggling 
than the present law? 

Shrl Mukerjee: Yes, I think so. The 
proposed law will be more efficient 
than the present law and very bene-
ficial in preventing smuggling. 

Sbrl Barf VlsbDu Kamatb: As Col-
lector, do you think you will be. able 
to prevent abuse of powers? 

Shrl Mukerjee: If the Collector is 
alert, he can do a lot in stopping the 
abuses by subordinate officers. 

Sbrl Baurika: How did you ascer-
tain that the powers were abused? 
Did you find them assisting the im-
porters and smugglers? 

Shri Mukerjee: That experience has 
been gained in the course of investi-
gating the cases of my clients for 
the last 11 years. When I was Col-
lector I administered the law. But. 
on the other side, when I collected 
the evidence against the department. 
I found that the officers were abusing 
their powers in some cases. That Is 
the experience gained from the-
papers of my clients. 



Sbrl lluar.lka: Not as 01llcial? 
8hrI lIukerjee: As official, I only 

administered the law. But, as aD ad-
vocate .... 

Sbrl 1IuarIka: You must have lOt 
lome cases acquitted and 10 on. 

Sbri Bakar All M.lra: Witne81 ,ave 
information that about only 10 per 
cent of smuuled ,old is detected and 
also said that he wanted this infor-
mation only tor the committee and not 
to ,0 out. In that case, you will have 
to expun,e some of the remarks; 
otherwise, they are likely to· be pub-
lished. 

. Sbrl lIukeJ1ee: In the memorandum 
which' has been signed by me, it has 
been stated that if the witness desires, 
he may say that it may not be pub-
lished. That was why I mentioned 
It.-

Sbrl Bakar All MIna: Do you insist 
on that? After all. the iDtormation 
atveD II Dot 10 ccmfldentlaL . 

SIarl 1I01'U'ka: I do not think even 
it he insists we can do it now, because 
he knew that it is liable to be pub-
lished and now he cannot take out 
any thin, trom whatever he has said. 

SbrJ Bakar All Mlna: Let us be 
clear trom the POint ot view ot the 
witness. 

Shit Barl VJs1ma Kalllatll.: You '&)' 
that in a city like Calcutta, tor inst-
ance, there are innumerable hawkers 
and small shops selling gold, gold 
manufactures, watches etc. which are 
.ometimes smuggled; you have said 
10 in your memorandum. Are they 
still prospering and .till ftourishing? 

Sbrl Makerjee: They are prosperin, 
and still ftouriahin,. 

Sbrl N~ SIDch MaJdda: Can 
you say that SDlullling of gold i. 
done more by ships or by air? 

Sllri Makerjee: We find that in the 
newlpapers. 

SIIrI NareacIra", IlaJdda: In 
your experience, have you come 
acro.s any iDstance where a btl 
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IUmggler was caught and .ome politi.· 
calor official pressure was broUlht to 
release him? 

SbrJ MalEerjee: Not in my experi-
ence; as collector of customs I had 
not any opportunity ot detectlnl cue. 
of gold smuggling at that time; I was 
in 1943-48 the collector. Sinr.e thea 
it has increase4-

Sbrl Delaejla: You mentioned a 
little while ago that the land cu.toms 
ltaff has multiplied about tour times 
in the course of the last tew years. 
Do 1 take it that you were referring 
to the entire Central excise staff and 
not only the land customs staff? 

SlId MalEerjee: That is my case. 
The land customs and the central 
excise are a combined establishment. 

Slid Debella: That is to say, you 
say that the Central excise staff has 
increased more than four times. 

8brl MaIlerJee: Yes. 
8hri DeIlejla: You mentioned that 

we had adequate preventive staff. Is 
It possible for you to ,ive the num-
ber of men tor manning the land 
border and the coast? You are used 
to the idea ot land customs patrolling. 

Sbri Mallerjee: I am talking of the 
East Paki.tan border. 

Shrl Bart Villma J[emNlt: When 
did you retire? 

Sbrt MaIlerJee: 1951. 

Oba1rman: Thank you, Mr. Mukerjee. 
(The wim.e.. then with"rew.) 

III. Tu BoMBAY GINVJIU PEARL 
D&AL11:R8 AsSOCIATION, BoMBAY 

Spokcmnan: , 

Shri Jawahar II. Jhaveri. 
IV. TID PEARLs IMPOR'RRS AND 1:1:-

PORDRS Aasoc:UTlON, BoMBAY 

Spokemw1n: . 

Shri Pravin M. Nanavti. 
(wUuua of the above NO culOd4-
tiota, wert' calle" in together aM ther 

took their nat,.. 



8hr1 Bart Vishnu Kamath: There 
are two associations. Which one is 
coming now? 

Chairman: Both the associations the 
Pearls Importers and Exporter Asso-
ciation and the Bombay Genuine 
Pearl Dealers Association are giving 
evidence together. 

Shri NanavaU: Sir, we have already 
.ubmitted a memorandum. 

Chairman: Whatever has been given 
in the memorandum need not be 
repeated. If you want to supple-
ment anything, you may do so. 

Shrl '-l&Davatl: Members of my 
associath .. _ are importing and export-
ing pearls after processing them ap-
proximately Rs. 1.25 crores worth of 
proce.:sed pearls are exported abroad 
annuall)'. This comes under the ex-
port promotion scheme and We are 
importing regularly these pearls from 
abroad for processing. There are two 
kinds of pearls-real pearls and cul-
tured pearls and there is a 20 per cent 
duty on cultured pearls. We have 
Real pearl fisheries in Tuticorin and 
the pearls produced here are abso-
lutely similar in all respects to those 
imported from abroad, other than the 
cultured pearls. There is no duty and 
almost all pearls that are coming here 
are to be exported and they are ex-
ported regularly. There is no reason 
therefore why these clauses should be 
made applicable to us, I mean, clauses 
108, 120. etc. That will harm the 
trade. It is an handicraft industry 
and thousands of workers are em-
ployed in that industry. It is a 
foreign exchange earner also. Our 
special request is that as far as possi .. 
ble pearls should not come within the 
purview of these clauses. We are 
mainly concerned with export. and 
exports will increase if substantial 
aid are granted, as is being done to-
day. 

Our major difficulties are with 
clause 14 which provides for 'Normal 
price'; under-invoicing and over-in-
.olcing are alleged. I can show you 
lome of the pearli im,porW from 

185 

abroad. It is a special industry: they 
have not been standardised nor are 
they regulated by any . laws of demand 
and supply. There is no normalcy of 
price: there is abnormalcy with re-
gard to them. For instance, this 
packet which I have placed here con-
tains millions of pearlsj each pearl is 
of different value. When. we go to 
buy, we see these things. 

If I go 20, 30 or 40 miles deep ~nto 
the interior and meet the fishermen, 
etc.. I can get the things 30 per cent 
cheaper. Sometimes some people im-
port from Kobe and some people get 
the pearls through Bombay; the ship-
ment is from Kobe through Bombay. 
Thus, there is some importation of 
cultured pearls from Japan. There 
will be natural disparities in prices 
and this is normal in the trade. It 
does not mean that it is purposely 
made or that it is man-made. The 
agent concerned may not know the 
price at all. Or, if it is known, he 
has no control, while we who trade 
in it know the price; we have control 
because we procure it Or fetch it. 
There will be a natural disparity up 
to 30 to 40 per cent. So, the customs 
will allege that something has happen-
ed. Even today. there are two differ-
entprices. When YOU try to apply 
this price control normal price or 
abnormal price and so on, in CQnsider-
ing that there is some malpractice in 

• the trade, you will apply the penal 
clauses and we will have a virtual 
stoppage of the business. all the time 
we will be In trouble. We· .have 
made a special request fei you in this 
connection, namely. that as far al 
pearls and finished products of the 
pearls are concerned, there is no com-
parison with the other commodities 
that are manufactured. 

8hr1 Ramanathan ChettIar: In your 
memorandum, you say that Rs. 1'25 
crores worth of pearls are exported. 
It does not indicate how much pearl 
is imported. 

Shrl Nanavatl: If we export Rs. 1'21 
crores worth of pearls, against that 
export, we get licence to import 80 



per ctGt. If mY export is RI. 1 crore, 
1 get Ra. 80 lakha by way of licence 
110 import. Naturally. we also import. 

8brl RamanathaD ChetUar: Are not 
the pearls obtained in Tuticorin taken 
into account for this purpose? 

ihrl H .... nt!: They are separate. 
Sometimes they fish about Rs. 5 1akhs 
and sometimes Rs. 10 lakhs worth. 
Last year they suspended the opera-
pons. Maybe this year they will starl 
again. It is not a Burety. 

Ihn RamaDatbaD Chetuar: That is 
aot taken into account for the pur-
pose of import? 

Ihri N .... vatl: There is no di1!er-
ence between them as regards appear-
ance. I have purchased pearls from 
Persian Gulf, Venezuela and from 
lapan. There is DO difterence amoDi 
these pearls in appearance. The 
mete appearance will not live you any 
idea atKtut them. The more so when 
they are processed, and as they Ill"e 
~ssed, you will forget about their 
ncial entity. You cannot identify as 
~ which variety or race they belong 
to; you can never be sure of it. 

Now, here are some real pearls. 
The price of this is not marked. They 
are real pearlL They are not mother-
of-pearl. These are at the moment 
Bs. 5,000 worth. If there is a demand 
from Paris, and if some lady is asking 
my business-house to send it, men-
tioning the particular size, shape etc., 
10 as to wear it as a necklace,-they .0 not know the price-I may charge 
It Rs. 5,000 for it. If, on the other 
bend, I have to sell it myself, with-
oot having this demand delivery. I 
annot liquidate it even for Rs. 2,OOO! 
If I knew that there was demand and 
that I could get RI. 5,000, I will ex-
port it, whereas another penon who 
.oes not know anything about it, 
will have to export it for RI. 2,000 
or Re. 1,000. When we 10 to export 
them, the customs house authorities 
come In, and more Or Ie.. slmUar 
prices are quoted, with the result that 
we are stranded. The perlOn II 

charged with the offence that he hal 
under-invoiced or over-invoiced. In 
fact, there is no criterion for any such 
thing in the trade. 

Shrl BamaDathaa Chettlar: Are you 
justifying your position?· 

ShrJ Nanavatl: I only say that there 
is genuine cause for grievance. If a 
lot of pearls go into circulation, no-
body knows what the price is. The 
usual disparity is between Rs. 100 and 
RI. 300. I may put the price of a 
pearl as five shillings. If one is the 
sender of a pearl, the very peprl may 
be asked for about seven shillings or 
eight shillings. This is what happens, 
and this happening every day. 

Shrl Ramanathan Chetttar: What is 
mother-of-pearl? 

BIar! N ..... vati: It is different. They 
are shella. 

SIu1 J. N. Buarlka: Are they not 
also imported? 

8Iu1 NauvaU: Sometime. they are. 
When they are processed, the differ-
ence between it and other real pearls 
is very litUe. It is very c:lifIlcult to 
distinguish between a Venezuela pearl, 
Tuticorin pearl and a Persian Gulf 
pearl. 

8hri J. N. 1IuarIka: Then how :io 
yOu distinguish? 

8br1 NaaanU: By reason of our 
long experience, we know more or 
less the difference. All these are con-
sidered as curious. People pay a 
fancy price for them. The difference 
betwen a real pearl and other pearls 
Is that of Picasso and other art paint-
ings. For a Picasso paintinl, those 
who know will pay one mUllon 
dollarl. Those who do not know, 
may ask it for ten dollars I That 
arises because one does not always 
know what Picasso painting Is and 
what a modem painting iL It Is all 
the creation of man, an illusion. 

Further, there is the drilling pro-ce... The drilling up to a thickness 
of one millimetre is done; nowhere 
elae is this done, than in India. 



Peo,ple from elsewhere come to India 
tor this. Our artisans are known. to 
be experts in this since the past 400 
or 500 years; perhaps since the dawn 
of history. But the position is, there 
is no question of normal or abnormal 
price in this trade. It is all accord-
ing to one's whims and &ncies. It 
is very difficult to judge. You are 
having a number of sections-UB, 120, 
etc., as being applicable to our trade. 
We are absolutely baffied as to how 
We can proceed. Even today tllere 
are difficulties. What further difft-
culties will be thete in the future, we 
shudder to think. 

I explained the position yesterday 
in connection with some other ap-
pointment bere and I show the goods. 
It is rather difficult to judge these 
things. There is fancy, there is illu-
sion, in the demands. I pray that 
these aspects should be considered, 
because, otherwise, we will lose. 

Sbri Bad VIsImu Kamath: Have 
you got pearls from clifterent coun-
tries? If you have, can we have a 
took at them? 

167, 

Now, I would like to refer to clause 
101, under Chapter XIII, which deals 
with searches, seizures and arrest. 
This clause refers to confiscation in 
respect of certain goods which have 
been specified in sub-clause (2). Sub-
clause (2) mentions " .... (a> gold; 
(b> manufactures of gold or precious 
stones; (c) precious stones; (d) 
watches;" May I know whether the 
pearls come under the category of 
precious stones or some other cate-
gory? If they do not come under 
this cate,ory, then wh~t is it? 

Shrl B. a. Bbapt: They do not 
.come in this Ust. 

Shri Barl VlsbDu Kunath: Then, 
why examine them? 

ShrJ Nanavati: We have requested 
that pearls must be excluded from 
tbis. But the position is, we are 
more concerned here with difficulties 
.bout prlce ...... under-invoicing ~d 
Gver-mvolciD,. ThJI-cannot be op-

plied to such commodities which are 
the creation of artisans and which 
are demanded for their fancy. 

SUi Debejia: Yo,u say that pearls 
must be excluded. Do YOU mean it 
should not be defined as goods at ~? 

SlId NanavaU: No; it should be 
defined as goods. But for the p1UpOlJe 
of clause 14, pearI. should be ex-
cluded 

SUi Morarka: If it is excluaed, how 
can the prices be fixed? 

Shrl NanavaU: It has been workin, 
all these years without any difficulty. 

Shrl Dehejia: Are you euluded 
from the present section 30? 

Shrl N .... vat1: No, but we have an 
apprehension that you are trying to 
become more stringent. 

ShrI .AIwul: The present provision 
is more or less the same as the pre-
vious section. 

Shrl .Jhaveri: The· penal provision is 
now being inserted in the new Bill, 
which will cause tremendous hardship, 
because of the particular nature of 
our business. We are suggesting that 
the genuine contract price of our 
commodity is the only criteria of each 
sale and if it is proved by the de-
partment that it is not the genuine 
price, then only the penal provision 
should be applied. . 

Shri ABaDd: Even' now under see-
tions 167 (37) any mis-declaration of 
value or mis-statement is liable to 
punishment. This new provision 18 
more or less based on that. 

Shri Jbavert: We are suggesting 
that rules may be framed under 8el-
tion 14 by which a Board. of valuers 
may be there, in which members of 
the trade may be given the due re-
presentation and they can value the 
pearls. 

Shri .. ,....,.th.. Obettlar: AI. Mr. 
Anand stated, they come within the 
purview of Sections 167 and 37 of the 
presellt Act. Have you experienced 
any serious hardship UDder tbeIe 
sections? 



DrI Naaaftti: Not 1D IIWU' cuea, 
"'t sometimel we have experienced 
hardship. 

Sbrl N~ JIIlIId.: Do you 
_ import licences for pearl.? 

Sbri MaunU: We .et lmport 
licences for ,pearls on our exports. 
. SIIrI N.....aruI:aaIa MlJaW.: What 
is the ratio of imports to exports? 
Which is more? 

Shri NaunU: We export more. 
Shrl Deb.,.: When you say you 

export more. you mean in value and. 
Dot i .. quantity, because the value of 
the pearl goes up by nearly 100 per 
cent as a result of polishing, etc. 

SbrI Naaayati: Yes. 

8brl Nar.dJ'uIDIb. MaIIIda: Do. you 
receive any incentives from the Gov-
ernment for expor:t? 

Sbrl N .... nU: Yes; there is an In-
centive Licence Scheme. 

81*1 N~ Wah".: Can 
70U disclose the percentage of proftt 
normally? 

&lad N ..... U: We get rouihlY 20 
per cent, but the profit is .etting 
much lower DOW. 

81lrl .AuII4: The proftt alIo de-
pends on the illusion of the buyer. 
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Sbri N ... nU: Yes; when the lllu-
aion of the buyer is there we sell it 
at a hiJher price, and we liquidate 
the rest of the goods here qu1ckJy. 
eyen at a lower price. 

8brI &arI V....... Kullath: For 
pearla, it is always a sellers' market 
and not a buyen' market? 

Shri N .... yati: It is alway. a buyers' 
markel 

ahrl M ........... lIP ... : What 
is the ratio of lilDuggling of pearla 
compared to diamonds? 

IiarI "aUnU: PearlJ are not IJDU,-
a1e4. 

8br1 Morarb.: Aput hm. clloUle 14 
to which the witnesses have referred, 
their other objections' are in regard 
to clause ill and clause 1:13. About 
clause Ill, they want that sub-clauses 
(1) and (101) should not apply to the 
pearl trade. I cio not UDderstlDd 
why. Clause' 111 begin. by saying: 

'-rhe following goods brought 
frOID a place outside India shall 
be liable to conflscation .... ". 

Sub-clause (1) says: 
"(1) any dutiable or prohibited 

goods which are not included or 
are in. exce .. at those included in 
the entry made under this Act, or 
in the case of baggage in the dec-
JaratiOD made under section '1'1." 

Sub-clause Cm) say&: 

"(m) any dutiable or probibitecl 
goods which do not correspond in 
any material particular with tha 
entry made under this Act or in 
the case of baggage witn the dec-
laration made under section '1'l in 
reapect thereat. n 

What are their apprebensions? Why 
do they want that theSe two provi-
lions should not apply to pearl trade? 
These are anti-smuggling measures. 
Bow are these provisions likely to 
create hardship or harassment only 
to pearl trade? 

SId'l Naaavatl: The position is this. 
There are cultured pearls and real 
pearls. Real pearls are non-dutiable 
and on cultured pearls there is a duty 
of 20 per cent. CultUred pearl. are 
produced in Japan. Along with it 
there are what are known as natural 
pearls. They are absolutely real pearls 
But they are produced along with 
cultured pearl.. Sometimes a few 
pieces of cultured pearls get into a 
thousand tiny pieces of real pearls. 
The licences ,iven to us were given 
separately for real and cultured 
paarll. Nowaday. we are liven only 
one licence and we are asked to write 
on the B111 of Entry w:~t lIOn of 
pearls they are. supj;oeln, on the 
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Blll of Entry we mentioo that they 
are real pearls and if after they are 
lmported some four orr five pieces of 
cultured pearls are found, they will 
say that the whole lot is cultured 
pearls and 20 per cent duty will be 
charged. Under the new section we 
will be asked to explain why there 
was a misrepresentation or misstate-
ment. 

8hrl AIwId: Even now is it not a 
misrepresentation or misstatement 
under section 167(37) of the existing 
Act? Have you been penalised under 
the present Act? 

Shrt Hauntl: The position is,. 
When We get goods released now we 
are in a way at the mercy of the ap-
praised. When he charges us with 
misrepresentation we ex,plain to him 
the difficulty and he leaves us. Now 
the law is being specially framed and 
there are certain words put in which 
are not exactly similar to the old 
provision. We thought it is better 
that we bring it to your notice, be-
cause tomorrow again you may want 
to change it and in that case you will 
be able to consider it in the light of 
OUr difficulties that we have piaced 
before you. 

Sir, this is a handicraft. These 
pearls come only for specialised treat-
ment whiCh is done only in Inaia in 
the world. If we are troubled like 
this, then the business will come to an 
end and it will be taken up by Japan 
as it was being done in the days of 
the British. Japan have increased 
their business from Rs. 1 crores t. 
Rs. 25 crores. 

Then, there is a SOl't of pearlS known 
as Biwaco pearls. There also there is 
the same difficulty. Even if one cul-
tured pearl is found in a lot it will 
be taken u cultured pearls and duty. 
will be charged at the rate of 20' per 
cent. 

ChaIrmaa: You have said that the 
existinl provision has not proved to 
be a hardsbJp. Why should there be 
any fear about the new provision' 
when it is similu to the emtiq one!" 
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Ibrl Na_vatl: It is our duty Sir: 
to bring it to your notice. About 
sections 118 and 120 you have al-
read, been told by other witnesses. 

Shri Hari Vlsh.Da Kamatb: Before-
you leave, will you tell us the country 
that makes the best pearls? 

8brJ Haunt!: We make the best 
pearls. We are the only people who. 
make certain things. 

Sbri lhaverl: We make ,the best 
pearls out of the I'aw pearls that 
come. 

Sir, I represent the Bombay 
Genuine Pearl Dealers AsSOCiation, 
Bombay. We have already submit-
ted our memorandwn. I would only 
like to stress with re~ard to sections: 
118 and 120 of the Act. My friend. 
has already submitted with regard to 
the practical difticulty about section. 
14, 

Section 118 provides that where any 
smuggled goods are c!ontaineci in a 
packet, the packet and any' other 
goods contamed therein shall also be-
liable to confiscation. In' our trade,. 
as we have shown in the memoran-
dum, the goods of our trader are' 
carried sometimes in one packet by a 
broker. If by chance that broker has. 
got certain packets which contain 
smuggled goods, the genuine trader 
may not be in the know at it. But 
because they will be found in the 
packet, the whole lot will-be confiscat-
ed and the man penalised This is 
absolutely an uri}ust' provision by 
which genuine traders of our associa-
tion will suffer great hardship and 
trouble. It will violate our right to 
property and, also, it will tnt our 
business. 

With regard to section 120, it is on 
the same lines as section 1111. It says-
that where smuggled goods are mixed 
with other goods which cannot be 
separated, the whole goods can be-
conftScated. Our trade is such that 
the goods ,have ,ot to' be m1xed up 
with other goods; 



Cbalnaaa: 1 learn that there .is no 
mlUaliD& in pearls. I do not know 
why you should streBsthis point 

SbrJ lbaveri: If we are aiven 
exemption from sections 118 and 120, 
I have no point to make. 

Shrl ])elaeJIa: Should we give 
exemption in all cases where there Is 
no smuggling? In the cue of timber 
there is no smualing. Should. we 
give exemption to timber also? 

SIIIri "bAved: The maiD. diftlculty 
will also arise in the case of Section 
14, as has been explained earlier. 
With regard to section 121 wblch 
gives power to the Board in an appeal 
to enhance duty, we feel there 11 
much grievance as far as our Asso-
ciation is concerned. A man ,OU to 
the appellate authority because he has 
edered unjust penalty from an 
officer. But here right is giVeD totlle 
appellte authority to enhance the 
penalty. I think that is prejudicial to 
the interest. (Jf 111e trade. 

. ShrJ IIarI Vlsbaa - ... aa: Where 
do you get raw pearls from? 

Slut Jllaverl: I'rom Japan, Persian 
Gulf and Venezuele. Only a very 
mnall amount 11 camin. from 
Venezuela 

(The witneueB then withdrew) 
V. TID LiwmfG Bl7LLlolf JIac:B.urm, 

Dl:ALDS AlU) CoMMl8SIOIf Amana 
or BoMBAY 

Spolcamen: 

1. Shri Valimahammed GulamhuaJD 
2. Shri Amichand ValamJI 
3. Shri Kantilal Chunllal 
.. Shri Dolatram Bherumal 
"5. Sbri P. Gopalekrishnah 
6. Shri Kapurchand Chimanlal 

'1. Shri J. R. Gagrat. 

(Witnesses were c"Ued in "nd thetJ 
took 'their ,e"tt.) 

CIIaImwr.. We have drculated your 
~emorandUBl and Membel'l have.one 
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throueh it. U you. ... aat to emph.slu 
or atre.. any particular point, or sub-
mit something in addition, you may 
DOW do so. It is unnecessary to re-
peat what is cODtained in the memo-
randum. ?urther, since lOme of you 
were before the Committee earlier in 
lome capacity or other, you can be 
brief and to the point. 

Shri GalTlL&': There are three cate-
gories of people who a1'e concerned 
with gold-gold dealers, reflnel'l -and, 
cemmission agents. As far as the 
Act is concerned, aceordinl to the 
Statement of Objects and Reasons, it 
ia meant to prevent the smuggling of 
foreign ,old into India. With that 
object of the Act we have 80 dis-
qreement. But what the proJ)OleCl 
Act purports to do is not to check the 
smuggling of foreign gold but to 
make trade in gold very difIlcult by 
putting all sorts at obstacles in the 
way of the dealers. What I want to 
know is, when aa Act has been en-
acted with a particular objective, N, 
preventing the smugglin. of foreign 
gold, oou'lct"lt contain provisioa.I whiCh '0 far beyond the particular object of 
the Act? We are not going to object 
to such ot the provisloDi _ would 
apply for checking the smuJlllng of 
foreign gold, but we will certainly 
object to blanket provisions which 
will cover dealings in indigenous gold 
and lawfully imported golcL Ac-
cording to us, no rational-approach 
has been made to the questfon of 
di1rerentiating between these two 
categories of ,old. Before We go to 
the relevant provisions of the Bl11, 
our submission is that the clauses 
travel beyond the Umited object of 
the enactment 

Coming to the provisions, there are 
some facts which are admitted by 
Government and which have lot to 
be borne in mind. The flrst admitted 
fact is that till 1939 there was no res-
triction on the imPort of ,014 and 
that till 1He import of &Old was per-
mlttect. ' , . -,;' 



,CbaInDaa: All these points have 
been mentioned here earlier. Let us 
come to the ,provisions of fli.e Bill. 

SbI1 Gqrat: I will not 10 into 
detaUs, but may I broadly indicate the 
.. ven facts which are important? 
The 1ir6t fact is that a large quantity 
of lold has been lawfully imported 
into India. In fact, between the years 
1851 and 1956 gold worth RI. 353 
crores has come into India. 

Shrl S. S. More: What is the basis 
of your figures? 

8hri Gurat: Government of India 
publications. In the New India 
Assurance Diary they have set out 
statistics from governmental records. 
This fact has been noted also in 
the judgment of the Supreme Court 
where Government, faced with this 
fact, had to admit that this much 
quantity has come in lawfuny. 

Sbrt S. S. More: What is the refer-
ence of the Supreme Court judgment 

IhrJ Gamt: It is reported in Am 
1962 Supreme Court 136. 

Sbrl Sbaakaralya: What is the point 
that you are trying 'to mde by saying 
that so much gold has been imported 
and by bringing ina the notice of the 
Committee? . 

8bd Gacrat: The point that we are 
making is that it is wronl to assume 
tliat any foreign lold either in the 
possession of a citizen or of a dealer 
in gold is smuggled gold. Such a 
large quantity of gold has lawfully 
come into India and gold is not a 
commodity which is consumable or 
perishable. Once it comes in it goes 
on circulating in difterent shapes, 
form and sizes. If those are the facts 
and flgures, how can a provision that 
any foreign gold whIch may be found 
in possession of any citizen or of a 
dealer in gold is smuggled or presum-
ed to be smUilled, be justified? 
There must be some rational basis 
for such presumption. 

liar( IlwlkaralJa: May I know 
whether it has come to your notice 
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that there has been heavy smuggliDl 
of gold and whether any distinction 
can be made between imported lold 
that is already available in India and 
gold that is smuggled? 

Shrl Gacrat: In our representation 
before you today we aTe going to 
suggest that a definition of the word 
'gold' should be provided in the Act. 
To enable you to appreciate that, I 
want to point out to you seven ad-
mitted facts which must be borne in 
mind and taken fnto consideration 
before this legislation is enacted. On 
the basis of those facts you should 
consider whether a blanket provision 
that any gold, even if it is indigen-
ous gold of the lowest fineness, can 
be presumed to be smuggled gold and 
is liable to be confiscated, is justified. 

I was referring to the Supreme 
Court judgment which is reported in 
AIR 1962, page 316. The relevant 
passage is at page 326. I may read 
out the passage: 

"It is common knO'Wled&,e that 
India produces very little gold 
and that most of the gold avall-
able in India is imported gold A 
statement has been put in by con-
sent showing the official figures of 
India's imports and exports of 
gold from 1851 to 1956, which 
shows a net import into the coun-
try, after deductine exports, of 
Rs. 353 crores and three lakhs 
worth of gold." 

Then, the other facts are mentioned. 

.... S. S. More: But did not the 
Supreme hold that section 178A is 
not invalid or uttTa vire.? 

Slarl Gacrat: The Supreme Court 
had decided on the basis of the section 
as it was enacted. The" Supreme 
Court was not a legislature to mellow 
down the tone of the section. But 
they have said-it is recorded in the 
judgmen.t-that extreme hardship is 
being caused to the innocent seetio!: 
of the public as the section stands. 
Today I am before you to impress 
upon you as Members of Parliament 
that although the Supreme COurt 
may be helpless in striking down a 



MCUon enacted to achieve the object 
of checkinc smu,gling u a whole, 
you can enact the section in such a 
way as to prevent hardship on the in-
nocent section of the public. 

llarl 8. I. More: Will you pleue 
give us a draft 80 that the evil can 
be checked? You will appreciate 
that there is a lot of smuillinl goin, 
on .... 

8bri OaInt: I admit that. 
Shrl S. S. More: .... and it has to 

be checked. If it is to be- 'checked, 
how are the customs omcers ,am, to 
prove that a particular piece -of gold 
is smuggled or not? 

8brl Gqrat: If you will bear with 
me, I will only indicate the .. ven 
basic facts which are important to 
,ive the background. 

CIWnDua: Those facts need not be 
repeated. There is no use going over 
the same points. Let us come to the 
features of the Bill and suggest what 
remedi~ you have in view. 

SJtrt S. S. More: The problem that 
We are faced with is to fight effective-
ly the evil of smuggling which is 
growing and not diminishing. Bow 
can the Government machinery Albt 
Ws evil which is increasing? That 
• the only question. Could you sug-
lest any practical remedy for tb .. ? 
If you could, we shall be thankful to 
you. What is the use of enumerat-
ing the seven or thirteen facts? 

Slut Gap'at: Because they are 
eaential to understand the ameftd-
menta which we propose to suggest. 
But if you 80 desire, I will not '0 into 
them. 

Shit .. ·.··th .. · CIIettIar: 11 that 
Supreme Court decil10n in Sonavala's 
case? 

8bd CIaII'M: It II In the cue of 
Nathella Sampatbu Cbetty from Mad-
ras. 

CIaaInDaa: You JIUI7 take up the 
particular claules because aU theM 
points that you are mentioning have 
been ttreued before. You Y"J'HU 
had come here earIlu 

Sbrl Gapat: I did not come in con-
nection 'with gold matters. 

ChaIrIIlaD: It may not be so; but you 
also admit that there is a lot of smug-
gling and these provisions are au»-
posed to prevent amu,glin" 

Bbri Garrat: OUr object in indicat-
ing the facts \fts that it would indi-
cate to you the harshness of the pro-
posed provisions and the Members will 
be in a· position to appreciate why we 
are making the comments and sugge'S-
tions. But If you feel that that need 
not be done, I shall not do that. 

Shrl B. B. Bbapt: Hardsbip to 
whom-the trade or the smugglers? 

SJarI Gqrat: Hlrdship to the trade 
and to the citizen who purchase8 ,old. 

SJarl Bam •• athq CbettIar: Could 
you ,ive us your own views about the 
percentage of smuggling that is de-
tected 80 that we could have some 
idea of what the undetected portion 
is? 

Sbri Gqnt: Unfortunately, we are 
not posseued of information about 
the SDlullling activities which are 
loing on, but we are not conte.tin, 
the fact that there is smugglin, ,olng 
on. It eftects the trade also and 
provisions for checking it are neces-
sary. We are not suggestin, that 
the prOvisions should be done away 
wUh. We are only lugrestin, that 
the provisions should be enacted to 
safeguard the trade at the same time. 

8br1 ...... th.. CbettIar: Bow 
would the trade react if Government 
iDtrodueed a scheme of UcensinJ lold 
dealerl and lold manufacturers? 

8IId GaInt: We have no tangible 
acheme of that nature. But if there 
i. any possible scheme by which we 
are not put to any harusment and the 
interests of the trade are prot!cted 
and tt the same time the objective of 
the Government is achieved, we wUl 
cerialn1,. like to consider any web 
.cherne. 



CbaIrmaa: You have no objection? 
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Shrl Gacrat: No, we have no 
objection. 

Then, Sir, clause 123 must have 
been repeatedly placed before you .... 

Shrl SbaIlkaI'aVa: Will you give 
some definition or some such thing for 
consideration, the seven points you 
were mentioning? 

Shrl Gacrat: I was trying to give 
the seven points, but the Chairman 
directed me to go to the sections. 

Shrl ChetUar: Sir, let him go briafty 
to those seven points. 

CbalnaaD: Yes, just mention the 
heads. 

Sbrl Gacut: Sir, I will menthJD 
only the heads and not elaborate upon 
them. 

The first admitted fact is that in 
India there Is a large amount of 
validly imported gold. 

The second head is that in India, 
as the government records show, there 
is also indigenous gold which is avail-
able. AIld, connected with that is the 
point that our refineries in India re-
fine 20Id UP to a fineness of 99'80. 
So, there is also indigenous gold and 
refined gold. 

8hrl Abrol: Is this done in the gov-
ernment mint or in the ordinary 
refineries? 

Shri Gapat: By Wali Mohammed 
Ghulam Hussain Sonawala & Co.. and 
by the National Refineries. 

Shri AbI'oI: They can both refint up 
to a fineness of 99'801 

8hrl Gqrat: Yes, it has been done 
regularly. I can get the audited 
records and send the same to the 
Committee. 

The third admitted fact is that 
when a man ih the trade or a citizen 
purchases gold he can only verify two 
things, and nothing more. In the 
first place he can verify the ftnenels 

of the gold and, secondly, by physi-
cal observation he can see wht!'ther 
the gold has any foreign marks. It 
the gold is of a fineness of 99'80 and 
upwards you can say that he should 
have noticed that such a gold is 
foreign gold; if the gold has foreign 
marks y6u can say that he shculd 
have noticed it. Apart from these 
two things it is not possible to verify 
anything while' purchasing gold. 

We have brought samples to show 
how these five types of gold are sold 
in the bazar. And it any Member can 
indicate any method by which there 
can be reason to believe that anything 
is wrong or is smuggled, we will wel-
come that suggestion. In our trade 
we have failed so far to find any 
method of doing so while purchbsing 
these ftve types of gold 

Broadly. five types of gold are sold 
in India. If there is any indication 
by which any honest dealer can verify 
whether it is smuggled gold or not, if 
there is any such indication then cer-
tainly you can put the burden on us. 
I will show you how it is sold. (Wit-
nes. ezhibited .e"era.l ba.rs of gold 
before the Committee). The first usual 
method is the sellin" of ornaments. 

Chairman: All these points have 
been urged. There is nothing new 
that you are saying. 

Shrl Gamt: The diftlculty IS, how 
there can be any suspicion .hat it is 
smuggled, by merely lookin~ at the 
gold. 

Chairman: O;nce it goes into the 
crucible and is melted, it is mixed up. 

Sthrl Gagrat: We are at the stage of 
purchasing. Can I have any idea tnkt 
what I am purchasing is smuggled 
gold? If there is any suggestion 
given to us by which 'the trade can 
find this out while purchao;!ng, we 
would welcome that suggesfion. 

The fourth admitted fact is tlut in 
our gold business, whicn hIS been 
going 'on for decades, we ~ave been 
meltin' and refining the gala. It is 
an accepted fact and it is not a feltuft 



of the restrictions imposed. Meltiq, 
assaying and refln.ina of told, these 
three th.inp have been accepted facts 
before any restrictions were impoaaed. 

The fifth admitted fact is that thiI 
gold which we purchue is depoaiteci 
with the banks as security to ral,e 
money. 

The sixth one is that we have to 
tranaport this ,old to the refine")' in 
packaaes. Either the storinl ~r the 
transport has to be done in pecka,.; 
we CBDIlot make a package of each 
,old 
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The lut point is that in our trade ) 
there are commission agents whOle 
business is to buy and sell gold on 
commission. They receive the gold 
against a price and are reimbursed 
afterwards; uice-oer,a. they also sell 
gold. That is how the gold busineaa 
• done. 

1 will now point out what ar~ the 
c:lifllcultiu with which we arlt con-
fronted Clause 123 merely uses the 
word "gold". It does not indicate 
what gold is to be covered by the 
section. Clause 123(2) say! that 
this section shall apply to Il('l'd lin" 
manufactures of gold. This sertion 
would therefore apply to indigenous 
gold, to gold which is lawfully im-
ported; it also applies to gold that is 
innocently purchased, innocent gold. 
As the Supreme Court judgment has 
observed, this section creates a hard-
ahip to the pUblic. The Lerlslature 
has full power to remedy the evil. 

Our sUliestions in this respect are 
three-fold. The flrst sullesti.l4 is 
that under sub-clause (2) the Legis-
lature should define the w'Jrd ",old", 
And the deftnition should be to in-
~lude in Its scope only gold excet"d-
ing a ftneness of 99'80 and gold bear-
ing foreign marks. 

SbrI S. 5. More: What about ,old 
Of the other variety? You are refer-
ring to lold of a certain fb'l4meu. 
What about the DOn-fine .old .hJc~ 
iI bem, smuggled? 

5bd Gacrat: Nobody will smugle 
gold below a ftneneaa of 99; SO, because 
it is indigenously available. Smug-
£ling is always of the purest gold, 
gold of a fineness from 99'99 down tl:' 
99~82. There is no incentive 10 far al 
gold below that fineness is concerned. 
It you make this kind of deftnit'on, 
that would immediately put. ch4J-
tinction between forein told and tlle 
other gold. 

8Iarl B. L ..... t: You hav!) laid 
that there are only two waYI of veri-
fying it, namely the markinl Qod the 
degree of ftneness. Is it not a tact 
that very easily both the" CDll be 
tampered with? If we are Uberal on 
these two points, 1 think there is no 
way of checking smuggling at all. 

Sbri Gapat: With all respect to 
you, Sir, 1 do not think thero can be 
any tampering:-

Sbri B. L ....... t: The markingg 
can be erased very euily, as well as 
the fineness can be altered 

51111 Oqrat: Tampering would im-
ply that certain foreign lold is ille-
,ally imported, or smuggled. 

Sbrt B. ... iIbapt: That can be done. 

Art Shanka~a: Sir, the witness 
has been asking us to deftne gold, 10 
as to prevent smulllinJ, by defining 
it to be of a fineneu of over 99~80 per 
cent and, further, foreign ,old by 
putting the words "foreign gold" on 
it. There is already, as bas been ad· 
mitted by him, RI. 350 crores worth of 
foreign lold, either .",,,led or 
otherwise, in this country. There is 
smuilled lold also to a large extent. 
How are you ioing to dlstin,ui!lh 
that gold from the gold that ill already 
imported and has a bene .. of aD'SO? 

Sbrl Gqrat: You are perfectly rigbt 
in what you are pointing out. But the 
diffteulty that arises il this. The logi-
cal extent to which we should make 
our representation is that even foreiP 
told should be excluded from clause 
123. But we do not want to 10 that 
lenlth because a large amount of 
Imulillng i, going on. 'nlerefore, to 



that extent 'We aJ!e concecling our 
rights. Since thil legislation is IoIIDJ 
to be there for years together, let 
there be a definition of gold defined 
by the fineness, whatever maT have 
happened in the past. You are per-
fectly right that logically our conten-
tion should be that in view of the 
large volume of imported gold, foreign 
gold should be excluded from clause 
123. But we do not want to go to 
that extent. As long as the trade iI 
protected, and we know once and for 
all what the demarcating line is, we 
would be satisfied. 

Sbri SbaUaralya: How are you 
going to distinguish it? 

Shrl Gqrat: The distinction is made 
by a very simple process, with the 
touchstone you can find out the fine-
ness. The fineness is ascertained 
easily by the gold dealer. 

CbairmaD: Is it not easy to vary 
the fineness of the gold? That can be 
doae .. 

Sbri Gamt: A bullion dealer can-
not do it. It has got to be' done at 
the refinery. There must be a regular 
refinery for that purpose. 

Chairman: There can be a lot of 
refineries. 

Shrl Gqrat: Before gold of a bigher 
&eness is converted to-lOld of a lower 
fineness, it has to go through' a cer-
tain proceu, and that process cannot 
be done by a bullion dealer at his 
shop. 

CIIaIrmul: It need not be at the 
shop; but there can be reftneries al-
ways at the command of the 
smugglers. 

Shrl Gqrat: If the suggestion is 
that every citizen of India who deals 
1n gold has got a private refinery, then 
we have nothing to say On that. But 
we submit that there must be some 
presumption ~n favour of citizens also. 

CbaIrmaD: Any glodsmit1'l can do 
It. 

Bbri Gqrat: A goldsmith cannot 
do It. It has got to be done in • fUro. 
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nace. It must be done in a crucible 
by the prOcess ofreftnq. 

Sbrl B. B. Bliapt: Is it difficult to. 
have it? 

Shrl Gagrat: Why is ·there pre-
sumption that every honest citizen 
can keep an illicit refinery at the 
back Of his shop? 

Shri B. R. Bhqat: The smuggling. 
of gold haS' reached such a very dan-
gerous proportion that the harshen 
possible measures should be taken tOo 
deal with smuggling. 

Shrl Garrat: That is why We are' 
at pa~ns to point out that you may 
demacrate the gold·; you may demar-
cate between gold which is normally 
coming in the shape of foreign lold 
and gold locally available. 

Chalrman: An honest dealer neecl 
not have any fears at aU. Clause 123-
applies only to those cases where there 
is' a reasonable belief that they ,are 
smuggled goods, and then the burdeD 
of proving that they are not smuggled. 
goods is on the person from whom th& 
goodS' were seized. It is only in thos& 
cases where the goods are seized in 
circumstances where there is a reason-
able belief that they are smuggled, 
that this presumption arises and the' 
onus is on the other party; it is only 
in those cases that this clause comeos 
into operation. So, why should you 
have any fears? Suppose the gold is 
concealec:l' in a bag or concealed in /II 
country-barge where it is not expected 
to be. It is only in such cases that 
this clause will apply. 

Shrt Gapat: The difficulty with the 
traders is this. What happens is that 
we buy gold. That gold must have 
been bought by six Or seven persons 
prior to Us also. If the Customs De-
partment has informatio.n or has the' 
reasonable belief that even the sixth 
or seventh predecessor Of mine had 
smuggled that gold into India, then 
thia clause provides that I must lose· 
the gold. That is what we are ob-
jecting to. If I had purchased it wltlt 
the knowledge that they were smug-
gled goods, then I had done some-
thing illegal and I sbouldbe punish ... 
ed .• r 



Chalnaan: If fhere 'is a link of ~x 
_ seven persons, and there is at 
!least one man W'ho is dishonest amooe 
'them, naturally, the others will have 
-to pay far it. 

Shri Shan1raralya: When stolen pro-
!perty is in the bands Of even the tenth 
man, that is liable to be confiscated. 
Why not have a similar provision in 
regard to foreign smuggled gold! 

Shrl Gqrai: But, in the case of 
stolen property, protection is given 
to bona fide purcbuers for value with-
out notice. Give me the .. me protec-
tion, and I shall not ask for anything 
more. 

Sbri AbnI: What is the protection 
which you want? 

1?CS 

Shrf Gqrat: If a person it a bona 
ilde purchaser for value without 
notice of the alle,ed theft, then be 
is protec:te4. 

8br1 Abrol: But what about the 
property? The stolen property is 
resorted. 

8hr1 Gopale1trlwb.Jah: The property 
is identified by the accused and the 
complajnant; there. l! the ~denti4-

cation is chanJed, there is no chance 
<Of seiztDI It, a.D4 there il no autho-
rity to __ it. 

8Iarl Ak01: Is not the . ;;roperty 
1aken away? In the eue of stoleY'! 
do not take deterrent measures, and 
hands, if it is proved that the pr0-
perty is stolen property, then it is 
restored to the rightful owner. 

8Iarl Gopalela1 •• lab: Only after 
lclenWlcation of it. But hert' yon do 
DOt have any identiftcation. In the 
'CUe of the ltalen property, the pJ't\-
aeeution baa to prove that it was 
stolen and it was found from a partl-
~ place. 

ShrI A ..... : Here also, t~! goodo 
'Will be seized only When ther(: tl 
reasonable bellet tJhat they are rmue-
Cled goods, and not otherwile. 

8br1 OopaIekrtsludah: But, here, 
,-au PIt the onus em the otber "Hrty 
OIl a reasonable belief, wbk!h Is 1IIl-

fair. Simply becaUJe ot your ..... -
pielon, you put the onUs on the other 
putr, 

ShrI' Nareiulra S .... h M.hlda: Ku 
8D7 member of your auociatlon hE:en 
eaugh.t tor 1II1U1,liDI1 

8bri Gopal~krislUltah: No, not at 
all; mc:h a thin, baa Dot bappl"ne". 

SIu1 Gacrat: No, in not a single 
caIe, 

, 8JuI .. _.... CJleUlar: Smcg-
IllDI hu reached weh dangerous 
proportions that Gcmtmment can!"ot 
be blind to it. Smuggling of ,old is 
goJnc OIl every dq. We would Uke 
to know whether you bave any con-
crete IQgestiGns to check this smug-
,un,. You are sayiq that rea.or:-
able beliet that they are amualed 
Iooc!a etc. Is not nmctent; but how 
are we to put down this evil? If we 
do not take deterrent measures, and 
If we do not gift deterrent punl!h-
ments, how can we put down this 
evil? Have you any concrete 
suggesti'ons? 

8IIrl Gqrat: I shall make the 
suuesUons. 

CbaInaaa: I think that we have 
4lscuued them in cletail already. 

8IIIt Gqrat: It is not correct that 
we have no ~ I have got 
IOlDe aucgestlon&. 

~: Thea, pleue mention 
them for the belleftt of the committee. 

8Iarl Gqrat: lIy ftrIt IUliestion is 
that the wot4 'gold' should be deftn-
e4. lIy lQIe8tion is that defining 
can be on·1he basil of the flneness of 
the ,old whlcb We treat as lH1lu,gled 
gold. I have suggested a fineness of 
".80 and above. It 11 for Govern-
ment to ax whatever benes! they 
feel is neceeaal'Y to differentiate 
,enuine local ,old from foreign 
"\!Illed Jo14. 

SlId AaaII4: II it your intention 
that there Ihould be no pt'Obtbltlon 
OIl the Import of IOld whole l1neneSS 
it Ie •• than what you bave prescribed, 



namely 99· 80? If we define that 
.. gold, then anythm,. which has 
less fineness will not be 'gold' ac-
cording to you, and there will be no 
prohibition. 

Shri 0 .. 1'&&: AU that would bap-
pen is that in such cues clause 123 
would not apply, and the presump-
tion will not be shifted. 

8b.ri AIwad.: It ia not very diffi-
cult to chBDIe the Ilneness abroad 
and then start sending it here with 
a little less filneness. 

Shri Oapat: If the pUl'tpOSe of the 
Bill is to prevent smuggling at the 
p.>rt ur at the customs barriers, then 
these clauses are not going to help 
in that matter. These would olily 
dect the trade. I agree with you 
that amugglm, should be checked at 
the customs barrier and at the ports. 
But does this clause provide any way 
Of checking the activities of smug-
glers? It only aftects the trade. 

Shrl B. L 1Ibap&: What is your 
object in defining the term 'gold'? 
We know normally what gold 
is. If we define it, then anything 
with less ftnenesa can be freely im-
ported. I am surprised at the way 
you are making a Suggestion like 
that with all your intelligence and 
cleverness. 

Sbri Sl4ankarai1a: Is there any 
c"oncrete suggestion to prevent 
smuggling? 

SIIrl Nanmdn S...... Mahida: Will 
your association a&rae to have it 
system of liceDling for all the 
refineries? 

Sbrl Oqrat: Yes, certainly. 

My secOl1(l IUllestion is that as far 
aa this clause is concerned, bona 
fide purchasers for value without 
Ilotice should be excluded from the 
purview of this clause, because this 
clause aftect.s otIly the traders and 
not the smugglers. 

My next point is about clause 118. 
Firat of all, section 118 as drafted, 

. ..... ocent renders the confiscatIon UJ. mn . 
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goods. Secondly, it does not take into 
consideration :the knowledge of a per-
son who is the owner of innocent 
goods. Thirdly, there is no definition 
of what a 'package' will mean. These 
8Ire, according to us, the shortcomings 
of the clause as drafted. 

If the clause remains as it is in 
this form, it affects us adversely in 
so far as we have to store loods in 
a paCkage. We cannot llave a sepa-
rate package for each piece. When we 
&tore goods for transportation, on 
the mere chance that one article 
therein is alleged to be smuilled, 
the whole package is rendered liaple 
to con.flscation. Therefore, it affects 
us 80 far as storage and transporta-
tion of gold is concerned. 

If this is so, we make tllree sug-
gestions. First, the term 'package' 
should be defined. Secondly. because 
admittedly innocent goods are con-
fiscated merely on the ground that 
they have been fOl1nd with other 
goods, the bona fide Or mala fide 
of the 'owner of such innocent, 
goods should be proved before it is 
co~cated. Wi1lhout the b:>na fides 
beine gone into, con1lacation should 
not be there. Thirdly, if the depart-
ment can prove that smugg!ed goods 
were taken knowingly along with in-
nocent goods, then you may have 
confiscation. 

Clause 120 

This clause says that if gold has 
changed its form Or if gold is mix-
ed up, then the chanled gold. or 
mixed gold is liable to confiscatIon. 
We say that this section creates 
hardship for the trade. As far as we 
ate concerned, we have to deposit 
gold with bankers aDd financiers to 
raUe loans. It will be difftcult to 
raise loans from any bank or financier 
in future---4his section is a new one.-
if the aection remains as it is. No 
bank will run the risk of advancing 
money becaUil there is a risk that 
the gold that it is receiving in de-
poIit may have a portion which is 

T 



·"'n.,Jed. even it it is vC"y amall. 
Therefore. thia directly affects our 
borrowiDI t.raDaactioDi with bankers 
aDd ADaAcien. 

Secondly. there are three processes: 
. melting. reillling and assayin&, before 
lold is dbanged into jewp.llery. At all 
these staps, there is a conatant :iak 
that if by cbaDee a pol'tion--,ven one 
tola iD 100 tolaa-is foUOd to be 
smualled gold, the eatire is liable to be 
c::onftscated. There is a proviso to 
this aectioo which aay. that if the 
owner can prove that he bad no 
knowled&e that it included any smug-
lied poda. that portion of the gold 
may be returned. 

The di1Ilcu1ty tlbat arises, as the 
clause is draftec:l, is this. As 'has been 
made clear in a case in the Bombay 
High Court. the accepted tact u that 
gold cannot be 1dentift~. The proa 
viao wID not apply to tranaactiODI of 
gold, unlea It is made cJear that the 
pro-rata pr1nclple wlll be applied. 

S1arI DeIIejIa: Your point is that 
if 1 (I'm 18 mnualed gold, it CBft be 
taken t.he rest 8/'Ibeinl let oft. I am 
not expreuing aD)' opiniol'l, but J 
am saying tbat this is your point. 

8IIrI Gqn&: Yes. 

Clawe 121 

Sbrt Gapat: This is a new clause. 
It gives power to conftMoote tilt sale 
proceeds. The _le proceeds will be 
in Indian currency which h IS no 
ear-mark. 'ftaerelaft, the app :ahea-
sicm is that thia aeetion IivnllOWers 
to the cus10rna oftleer to com ! and 
remove whatever cash is lyl'lg on 
the IfOU.Dd that he ~ts t hat it 
represents aale proceeds Of 'smuggled ..... 

Therefore, OUr sugestion i& .0-
fold. AI tar u application atf . U i. 
concerned, knowledge mUlJt be :be 
telt, and DOt NMOn to bo1i~ De-
cause you are appropriating Indian 
currency from a citizen and confts-
eating it. Itia not an importable 
commodity. The tenD .~ to 

believe' wid create doubt and 
dispute. 

Secondly, the term 'sale proceeds 
Ulereof .ould be clarUlPd to iudi-
cate that the authority Of tbe officer 
Ia Umitedoaly to takiq away such 
CurreDCy which he must at the time 
of leizun iad1cate . as ropreaentin, 
the sale proceeda of a ~rtain quan-
tum of smuggle(! looda. 

.As the IeCtion is WOJdecl. it is ap-
prehended that it pv.. very wide 
powers to Quae haraRment and 
paralysation of trade, which I think 
is DOt the '.bject 01 'the section. We 
want it to be made clear that there 
IhoWei be a condition precedent to 
the exen:i8e of the power of seizure. 
The oftleer must indicate in writing 
what, acc:ordlnl to him, represents 
the sale proceeds of IImlItled goods 
8Dd what ac:cordin, to him from my 
sale proceeds represents thf' price of 
aueh IOld. Witbout these conditiona,. 
_tmre should not be allowed. 

8IarI Nu.dra ........ IIa1alda: What 
is the perc:entap of ,old produced 
in the coun.tIT? 

Sbri GopaIeIn1sImIab: From the 
Kolar 101d fields ftelU'ly 50,000 tola. 
per month OIl an avera,e were pro-
.'.Iced. This gold was being sold till re-

cently. Detore the Central Govern· 
ment took It over, this lold used to 
be 101d by tender.-till one or t.wo 
years before. The foreign companies 
were tbere. The gold was belng 
tendeNd tbroUlh the National Bank 
of India in Bombay. 

8Iu1 GqnI: Before we go to the 
next point, I would like to make it 
clear that the objections we are rais-
ln, are not OIl the Il'ound of being 
clever or inteW .. nt, but they arc 
baed on .vbltaDce and our experi-
ence In the put. I am going to cite 
to you 8 lnataDcel which we have 
taken out wblch mow the harall-
ment cauJed to the tndeby .keeping 
such wide PI'OVla1ons. Thf're have 
been caset when lndl,encw gold, 
admittedly not of foreign flneness, 
hu been __ and detained' and 
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only after loini to court have the 
partiel lot back the ,old. What is 
the eft~t of the section? It is not 
a que~tl~ of being cle\'er or inte1li-
ge~t; it is a question of try in, to seek 
rehef from the Lok Sabha on the basis 
of the experience we have got since 
1955. If you want, 1 c;hall furnish 
a ta~lar Itatement. We have select-
ed 8 lnstanCes to show how this term 
'Iold' by itlelf without any definition 
can cause a lot of harassment The 
lirs. case is that of a leadin, firm in 
Bombay, Chandrakumar Amichand 
and Co. 1548 tolal were seized 111 
1959 and after protracted litigation 
going to Hilll Court. ramaDei to Col-
lector and adjudication, in 1961-
after four yean-tbe gold was re-
leased. If tJbe deftftition had said 
that only gold upto a fineness of 
98.80 and above is liable to confisca-
tion, this gold would !lOt: have been 
touched. Ultimately, the department 
was satisfied that the lOki 1I,'a5 indi-
teftOUS. 

8brI DelleJla: Is there any law in 
other countries saying that gold with 
ftneness at. less than 99.80 will not 
be produced? 

Arl Gqnt: I am not in a poSition 
to .. ,.. 

CbaInaaa: You may give that list 
to WI. 

Ibri Qqrat: I would like to read 
to you three ar four cases. In the 
case of Shantilal K. Gosalia, relating 
to Rajkot Collectorate, the customs 
otIlcers eeized Indian currency of 
RI. 1,53,900 as also the ornalnentl of 
tM penon's wife and daughter, 
weighing M3 tolas, in December, 
tt18 After p!Otracted oorrespon4 ... 
enee, md threatening of proceedlnp, 
tn September, 19&1 it ha! been re-
leased, after three years. ~o memo-
randum was issued, there was no alt-
JudIcation. 

In the cue of Valimfthorued G. 
!onawala & Co., 462 tolal of gold 
were seized in September, 1957, 
and after protracted correspondence 
and litigation it was released after 
three years in 1980. 

Next ia the caae of Gokuldaa 
Mohanlal & Co., in which 92 talas of 
gold were seized in September, 1957 
and released after three years in 
1NO. 

Then, in the case of Mohanlal 
Bhagwandas Cboksi, 133 tolal of 
gold were seized in September, 1957 
~nd were released after three ye"-
10 1980. .--

. There are two C8Ie6 pending ad-
lud.ication in Madru-the cases of 
Sulalman Sahib &nd Devichand 
Jesbtamal-in' whiCh gold 1)m·s with 
the markillgs of the Government of 
India Mint as also the Bombay Bul-
lion Auociation were seized and 
have been lying there for two years. 

90, what is the limit up to which 
the trade can bear this? There ill 
al8'o the case of Bherumal Shamandas 
relating to Bombay Collectorate in 
Which 225 tolas of gold of .92 ftne-
nea were seized, in September, 1956, 
alld were released in 1962, after sir 
yean. , 

We have not come to challenge the 
bona Mea of the oftlcen or to impute 
male fides, but to show that if you 
keep the term gold without a defini-
tion, without a criterion, executive 
offieers can seize any gold, even 
from the residence of a citizen, 
and release it after three years. 
If that is the way of· checking 
smuggling, we have nothing 
mOl'e to say, but we would 
strongly impress upon you to indi-
cate to us what gold we should not 
deal in, 80 1Ihat we may not be put 
to all this harassmeDt of seb:ures 
etc., aDd release after three years. 
We have come to represent our :e-
nulne hardships, and exprelS our 
genuine apprehensions. Government 
ill aU-powerful. They can take 
p.frective preventive measures at the 
custom barriers. 

Having disposed of the provi!lons 
specifically applicable to gold, I win 
nOW eome to some general clauses 
and list our ~ectionsone by one. 

etauses 101 aDd 102 give power to 
M!81'cll a person. If clause 101 is de-



8Ded consistent with clause 128, we 
have no objectLon. because clause 101 
is made appUcable to smuggling etc., 
and it should not apply to the trade. 
If. however, these two clau~es are 
to be kept in tbeir blanket form to 
cover any ,old ~ whatever ftneness, 
we would SUleest that it should be 
amended to make it mandatory for 
an oftlcer to produce the penon to 
be searched before a Customs Col-
lector or a maci*ate. The produc-
tion must be at the earUest possible 
time. '!'be reasons for the search 
should 'be recorded in writing, and 
the seIlft:hmust be during normal 
oftlce hours. not any time in the night. 

Clause 104 deals with powers to 
arrest a penon. Here also we have 
the same objection, it must be Jlfter 
produetion before panehas. 

Clause 10&, seareh of premises. 
'nlispower to search premises now 
incorporated in the new section pro-
vides for search being conducted at 
any time of any documents etc. It 
Is not oonftned in scope to prohibit-
ed or dutiable goods. Therefore, the 
aWUeation should be narrowed. and 
the old aeetion 172 should be retabl-
ed in its original form. 

Clauses 10'7 and 108 give power to 
record statements and compel a P'!r-
son to produce documents etc. We 
have no objection. This may be neces-
sary to give effect to the Arl, but 
our objection is to clause t3D by 
whicll a presumption i. sought to be 
raised with regard to the truth of 
the documents, with regard to sl(1\8-
ture, with regard to authenticity etc. 
This Is a complete violation Of th,. 
nrov;'Ii'Ons of the Evidence Act and 
the Criminal Procedure Code. Fur-
ther. article 20 of tlle CoMtttutlon 
~ives protection to every pef'!lon in R 
prosecution not to be treated as a 
witness agalnst himself. Clause 139 
totally ignore.~ this artlclp. This 
!'hould be deleted, and the machJnerv 
of the JMdenee Act, the Criminal 
Procedure Code and the Constitution 
should prevail. 

Then r take Ul) clausp'! 11 t, 112 
and 12!s. Clause ttl deal~ with pOWer 

to conftseate, cl&use 112 impose. a 
personal penalty and clause 126 deals 
with imposition of a fine, We have no 
quarrel with these clauses as such, 
but these peaalties and provisioWl 
are quasi-criminal in nature. The 
Supreme Court has saicl they are 
quul-c:riminal in nature and that 
the principles of Criminal jurispl"ud-
ence must apply. That is what they 
have said in regard to the Customs 
Act. It the Customs Department 
proves mens rea, then certainly they 
can ~Jialise the person. So, that 
must be put in. 

ClaU8e 147 also raises undue pre-
sumptiDn. With regard to the owner 
ot the 1OOds, it says that if the agent 
of an owner does • certain act. the 
presumption is that tile agent knew 
It aDd eonntwd in the aet. It it Is 
limited to normal aets within his 
funetions as an agent, It is perfectly 
valid It should be made clear that 
it is limited to acts within the scope 
Of the agent's authority. It cannot ex-
tend to any act done by the agent, 
and make the owner criminally liable. 

Clauses 128 and 129 deal with ap· 
peals to the Central Board. of Reve-
nue. Our objection is that the Cen-
tral Board hean appeals a<; an ap-
pellate body, and an appellate body 
normally • not ~ven the ~er to 
enhance the penalty, to '0 into the 
matter de novo. It should not be lib 
a fresh adjudication. Abo, the condi-
tion precedent that one must deposit 
the penalty impoll8d before ~oln.. in 
R0D881 i8 a thing to which we obieet. 
After all. this is going to be a setf-
I"ontained Act. Supposing a Collf'etoT 
im,:K)Se8 a J)enalty of R.... 2 lalth U})OIl 
me. I cannot exerclse mv right of 
appeal unleB8 I deposit it. 

There ill the proviso which 
!lays that if the appellate au-
thority is satlsfteo:t, It may dlspensp 

with such deposit. In ~xceptiOn.llt 
easel, the Cent1'81 Board mav waive 
the dePOsit of the penalty. But we 
know that in several cases they do 
not waive. We lubmlt that at least 
In the I/:amut of thp procedure. It must 



be said that the right of ,OWlI to the 
COUrt of appeal, should not be condi-
tioned with the deposit of the penalty, 
As a matter of fact, the right to go 
in appeal should be as a matter of 
course. The rirhtshould not be fet-
tered by a condition or should not be 
subject to any exemption being grlWlt-
ed. ' 

ChalrDI\I.D: The appellate authority 
is given the power to waive. 

Slart Gacnt: The Central Board is 
the appellate authority which decides 
the matter, 1 cannot move the Cen-
tral Board unless 1 pay the penalty 
imposed OIl me. The appellate autho-
rity decides whether I am right, or 
whether the Collector is right. But, 
before I have got the right to ,0 to 
the Central Board, in appeal against 
that order of the Collector, which is 
passed wrongly according to me, or 
where it is most excessive or arbit-
rary, I have to deposit the penalty that 
has been imposed. I have to pay the 
full amount. There are a large num-
ber of cases in which the penalties haVe 
been remitted i.n full. Supposin, a 
penalty of a lakh of rupees has been 
imposed on me by the Collector, I 
have to pay it ftrst before I g'O on 
appeal. I will became an insolvent 
It is true that the Board can waive 
it in full or part; but it is in its dis-
cretion. This ftrst right Of appeal is 
confronted with the eondition prece-
dent .. that I must pay the amount of 
the penalty. There have been several 
cases in which, on appeal, we have 
seen that the appellate authority bas 
cancelled the ftne. In such cases, 
whUe the person ultimately rets back 
the amount, why should he be ask-
ed to deposit the penalty? 

CbaInnaa: The proviso is there. In 
cases of great hardship, the appellate 
authority can waive the deposit, 

8b1'l G .... : I agree; but is it at all 
necessary that before the right of ap-
l»eal i8 exercised, there should be this 
condition? 

That is the only 8Ub~S8ion that 
ternains, 
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8brt N .............. 11 Maldda: I UD-
derstllnd there is a dharam kanta in 
the Bullion market whereby you 
satisfy yourself that the gold is 90 per 
cent or 92 cent and 90 on. Would you, 
In some SUCh way, suggest any machi-
nery either of the Association or of 
Government, whereby, when you pur-
chase gol!!, you Cllul say whether 
that is smuggled gold or genuine 
gold? 

Sbri Gopalekrtslmlah: Unless Gov-
ernment defines what is smuggled and 
what is genuine gold how can anybody 
lMow that? 

Cbalrman~~~t has been 
!!Iufficiently ~;d;-~lear in the BilL 
Thank you, all. 
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8111'1 Ramanathan Chett.lar: The 
gentleman spoke in Hindi·· which I 
could Illot wtder.tand. But what I 

ISa 

wanted, to convey is this. Would they 
help the Government to detect who 
is the smuggler? Will they at leut 
give this assurance that they wUI re-
move the smugglers from the bulllon 
market? Will they help Us to 1.h1a 
extent? 

Shrl Gopalekrlshniah: While pur. 
chasing gold in the ordinary course 
of business we come aeross 80 many 
forms Of gold. How is it possible for 
an innocent person Or an ordinary 
trader to identify same foreign gold? 
Unless he id~mtiftes, he cannot be in 
a position to find out which is genuine 
and which is smuggled. 

Sbrl A. V. Bachavan: In a single 
transactiOn how mUch ot gold do you 
purchase? What is the maximum 
amount? 

Sbri GopaJekrisbnlah: It may extend 
from one tola or 12 grammes to 1,000 
tolas or 12,000 grammes. 

·8hri A. V. Baghav .. : You purchas~ 
from persons known to you? I 

Shri Gopalekri8:1nlah: Traders from 
mofussil come to Bombay for selling. 
Mostly we buy from known persona. 
Ito small scale purchases, from the 
minimum 10 grammes to 100 grammes, 
people from all walks Of life ~me to 
ua for selling. It is not possible for 
a trader to challenge the genuineness 
of their possessions. It is not proper 
for us to ask them where from the;, 
got their gold. 

8hri A. V. Rqhavaa: Smuggle!"l 
usually sell in large quantities. 

Shri Gopalekrlshniah: Practically, 
the s!pugglers are a set of foreigners 
who form themselves into a gang. They 
bring gold into the country through 
interested persons who are helping: 
but not the regular traders. There may 
be some traders who may also 1:f; 
assisting them in this. We are ncR 
denying that. But, the provision 
which you are incorporating in this 
SUI does not help us in actualh 
checking smuggling which is done b' 
foreigners who take away big slices ... 
the profits from the country. 



Cha.lrman: But, when the interested 
persons bring the gold into ·the market 
tor sale, they must come to some ot 
. you. It is up to you to hand them 
. over to the police. 

Shri GopaIekrlshniah: Indirectly it 
.comes into the market. 

ClIalrman: You will know who lit 
the smuggler and who is not. 

Shri GopalekrisbDlah: Those who 
are involved in that may know, but 
not all people. 10 the COUllltry, 10 
every city, you have got some 200 to 
300 merchants and dealers. How can 
all of them know? 

ChaIrman: We just now heard that 
their number is increasing; the num-
ber of shoPs is ilncreasing. 

Shrl Gopalekrishniah: For livelihood 
everybodf is trying to have some 
business; you cannot restrict it. Every 

~ person has to take to some kind of 
busineu for his livelihood. We are in 

. this line for decades and for genera-
, tions. This jewellery business .has 
been going on fOr decades. When we 
are in that line, it is not possible to 
leave that trade suddenly when you 
have put restrictions. There are not 
only the traders: but there are other 
workers who are ial allied traders, 
maintaining themselves through other 
lines like manufacturing jewels etc. 

Chairman: Yes; We will consider 
all your evidence. 

8hri IIarl Vishnu Kunath: These 
are days when codes of conduct a.nd 
discipline are very ~uch in the air, 
and on terra firma as well. Have 
you ever given serious thought to the 
formulation Of a very strict code of 
conduct for the trade and enforcing it 
also very strictly? Has your associa-
tiQn ever considered this matter? 

Shri Gopalekrisbnlah: So long as 
lenuine traders are there, we assist 
them in every respect for honest tran-

saction. We are not there to sympa-
thise with or help dishonest people. 
We are not concemed with the people 
who are dishonest. We shall help the 
Government if it takes stringent mea-
sures against dishonest people. 

Shri Ramanathan Chettlar: What 
Shri Kamath asked was difterent. 
Have fOU considered the question ~ 
evolving a code of conduct for your 
aSllOciation? What steps do you intend 
taki.ne 10 enforce them among your 
Members? 

Shrl Gopalekrislmlah: Generally, we 
do not have coooections with them. 
Ilf one of our tradal'll is involved i I 
smuggling, if he is caught doing such 
things, we generally do not co-opt'!-
rate with him. 

Shri R. V. ReddJar: What will be 
the percentage of goods seized or de-
tected to the total of smuggled gold? 

Shri GopalekrisLmIah: 5-10 per 
-:-ent may be detected . 

Shrl B. V. Beddiar: A lot of smug-
gled gold, you grant, could not be 
detected under the provisions of the 
existing Act, even. But you want that 
these provisions should be liberalised? 

Shl'i Gopalekrishnlah: The authori_ 
ties know there· is large scale smug-
gling. But it is 1I10t that all traders 
are smuggling. There are honest 
traders .in the country. 

Shl'i R. V. Bec1dJar: Do you not 
agree that the provisions should ·be 
tightened to prevent smuggling? 

8hri Gopalekrishnlah: Yes. But my 
point is this. There are several in-
stance Of harassment of innocent 
traders. 

CbaJnDan: These provisions are 
never meant for honest traders and 
they need n~t fear. Thank you. 

(The witnesses then withdrew). 
(The Committee then ad;oumed). 
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