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Title: Further discussion on the motion for consideration of the Customs (Amendment and Validation) Bill, 2011 moved by
Shri Pranab Mukherjee on the 19th August, 2011 (Bill Passed).

MR. CHAIRMAN: The House will take up Item No.10.

Now, hon. Minister to speak.

THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): I have already moved.
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MR. CHAIRMAN: Hon. Members, please maintain the silence. Please, do not disturb the hon. Member who is speaking.
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"&€|.. The rules, as they stand, say that 'used personal effects' are free &€|.. perhaps the reason that actor
Bipasha Basu walked through the green channel happily a few days ago, expecting that her sandals, purse and
sunglasses qualified.

If that was her supposition, it wasn't an unreasonable one; but it isn't a supposition shared by the Customs
officials at Mumbai airport, always ready to grab the headlines by fining or detaining a celebrity or two.

Basu was eventually fined Rs. 12,000 and sent on her way. Why? Because her sunglasses and handbag and
sandals were top-of-the-line brands; their face value took them over Rs. 25,000, the duty free allowance.
a€la€lae)"
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MR. CHAIRMAN: Nothing else will go on record. Hon. Member, please sit down.
(Interruptions) €}
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MR. CHAIRMAN: Hon. Member, please wind-up your speech.
...(Interruptions)
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MR. CHAIRMAN: Hon. Member, please wind-up your speech.
...(Interruptions)

MR. CHAIRMAN: Hon. Member, please wind-up your speech. I will call the name of the next speaker.
...(Interruptions)

MR. CHAIRMAN: I have already given you extra time to speak. I will give you one more minute to wind-up your speech.
...(Interruptions)

SHRI UDAY SINGH : Please give me only two more minutes to speak.

MR. CHAIRMAN: All right, but please restrict yourself to two minutes only.

SHRI UDAY SINGH : Sir, our country got looted, and the people protesting outside are looted. 2z, 3 dact 3 fireic @1 J9r= Sz
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was that arm? Was it like a barge-pole? I am asking this because the people at the other end stole, and stole black and
blue. J&1 SemeT At 3ft DR T v 3ne iRt 6t @B fewvft sns f5 the Prime Minister is not a super-Minister.
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MR. CHAIRMAN : Please restrict your speech to the topic before you.
oft 35 Ris : b2 yrsa fiforees &1 sreea ol 8, * ...(Maue) sfere o= Sest 8 b &1 U6 SIfAPR 3Dl &7 ... (RIaeeT)
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MR. CHAIRMAN: I am going to call the next speaker, Shri Shailendra Kumar, so please wind up.
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MR. CHAIRMAN: Mr. Shailendra Kumar, I am giving you three minutes time, so please speak on the topic.
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SHRI R. THAMARAISELVAN (DHARMAPURI): Mr. Chairman, Sir, I thank you very much for allowing me to take part in the
discussion relating to the Customs (Amendment) Validation Bill, 2011. First of all, I welcome the initiative taken by the
Government to amend Section 28 of the Customs Act, 1962.

It always comes to my mind that whenever we talk about customs, this arm of the Government does not only generate
revenues for the country, but also protect the nations security, integrity, unity and it keeps a watch on the nation's
economy and protect the domestic interests.

I must also thank the Government for bringing out this amendment to recover taxes running into thousands of crores of
rupees. By making this amendment to Customs Act, 1962, the specified customs officers would be recognized for
assessment of import duty with retrospective effect. I am also sure that with this amendment, the customs tax evaders will
not get benefited at the cost of exchequer on mere technical grounds. These tax evaders were taking shelter under the
umbrella that the notices issued by the officers are not valid because the officers who issued such notices are not
competent to take action against such customs tax evaders. So this amendment will definitely take care of the need of the
hour to see that the customs tax evaders do not get the opportunity again on this flimsy ground.



Every country in the world has got strong customs departments and stringent rules. We should also strengthen and tighten
our customs department. It is not that we doubt our own officers in the customs department. We should make rules which
will ensure that only the goods that deserve to be imported only reach Indian ports and airports. India is a country which is
facing dumping of all products from all over the world, whether it is required in our land or not. But the world is taking
advantage of softness of Indian rules given the way in which the customs tax evaders had been taking shelters on the mere
technical fault in the existing Customs Act. Today, godowns of our customs department are flooded with foreign unclaimed
goods. How have these goods found way to India? This type of dumping should be stopped.

Another thing which I would like to mention here is that the customs authorities should function in tandem with other
authorities to ensure that Indian soil is not used for trafficking drugs and any other explosive products not only to safeguard
the country's security, but also to prevent India a paradise for drug trafficking and place for carrying out international
crimes by terrorists.

One more important thing which I would like to mention here is that today customs has become one of the main revenue
generating departments of the Government. This is because today the country's industrial progress has slowed down. We
have been witnessing a decreasing trend in industrial production. Now the Indian customers are moving towards foreign
goods and our people have become dependent on foreign goods. This is not a welcome step. We need to stop this and we
should promote our own products. Why I said this is because of this trend towards foreign goods, the volume of
transactions at customs department is bound to increase. We need to check thoroughly every transaction involving import
of foreign goods. We should realize that we are importing goods at the cost of our own domestic industry. Therefore, the
need of the hour is that we should find some way to restrict the entry of foreign goods.

The customs department should be made more sophisticated and its personnel should have more training. The policy of
transfer of customs officers should be followed meticulously to make the customs transactions more transparent.

I am quite confident that with this amendment the Government will be able to recover several thousands of crores of
rupees from the customs tax evaders. With this, I support the Bill.

DR. K.S. RAO (ELURU): Thank you very much for giving me this opportunity to speak on this Bill.

The Bill is very simple — it seeks to curb the tendency of some of the intelligent business community who availed
benefits from the loopholes in the Act.

I understand that it has come to the notice of the Government that several cases are pending in the courts, on the
notices given by the Directorate of Revenue Intelligence, which were invalidated by the court on the plea that they do not
have the power to assess the duties that are to be paid by the business community.

The ingenuity of the business community and the corporate sector has gone up so much that they want to hoodwink the
law somehow or the other, by utilizing their genius. If it were to be a moral aspect or the ethical aspect, and legitimately if
the business community or the person who is engaged in imports were to pay the customs duty as per the customs duty
and tax rules, all this is not necessary. But unfortunately, human intelligence is being put to use more for the evil than for
the good. Always, a businessman tries to avoid as much tax — whether it is customs duty or income tax or the others — as
possible; but if the corporate sector or the business community were fair, there is no need for us to bring in so many
legislations time and again.

In this context, I appreciate the hon. Minister for bringing forward this Bill immediately so that a lot of revenue can be
saved for the Government. I understand this more with a view to see that all those pending cases of the business
community which avoided tax on this ground with the judgment given by certain courts by interpreting this, will be decided
and that they will be avoided with this amendment.

I am very happy, if such amendments were to be brought in all the legislations that were there from time immemorial —
maybe, 30 or 50 or 100 years; if that be the case, then we can curb all these bad practices. I wish the hon. Minister to
bring, in future, such amendments with more stringent provisions.



Whatever we put here in this Bill, utilizing all our intelligence, still the intelligence of business community is more in
avoiding this. However, we will do our best as legislators and as parliamentarians in curbing these tendencies.

I request the business community and the corporate sector also to be reasonable, to maintain ethics and values so that at
least what is provided in the Act is adhered to. If the officer were to put the assessment wrongly, then I can understand.
But they want to utilize each and every word, the technical aspect, the meaning of it; they interpret it and then try to avoid
the tax.

So, I support this Bill. Though it is very simple, it brings a lot of revenue to the Government, which in turn will be utilized for
many purposes which can help the poorer sections of the society, particularly in rural areas. I want the hon. Minister to
make a note of this. If this fund runs into crores of rupees, by collecting customs duty which is avoided by the business
community, let him think in terms of utilizing this for specific purpose of helping the poorer sections of the society in rural
areas.

SHRI PR. NATARAJAN (COMBATORE): Thank you. All the loopholes in the laws and rules are brought to the notice of the
business people, only by the officers. That has to be curbed. A powerful monitoring system is needed for this purpose.
Severe action must be taken against the officers who are indulging in corruption.

Whenever we go to the airport, we see 'customs duty point'. Next to that, we see 'negotiation point' also. It is not 'on the
table' negotiation; but it is 'under the table' negotiation. We have to curb corruption in the Customs Department and the
Central Excise Department. For this purpose, all the vacancies that exist in the Customs Department and the Central Excise
Department should be filled up immediately. Additional posts must be created for this purpose.

I heard that there are many pending inquiries against some officers, even till their retirement. They are all continuing. They
have to be settled immediately.

With all these observations, I am supporting the Bill.

SHRI BHARTRUHARI MAHTAB (CUTTACK): Mr. Chairman, Sir, the amendment Bill to insert a new sub-section in Section 28
of the Customs Act, 1962 is under consideration today. The proposed amendment of Section 28 of the Customs Act, 1962
would safeguard Government revenue worth over Rs.7,500 crore involved in show-cause notices. It is presumed that this
would provide certainty in revenue matters by settling pending proceedings before judicial and quasi-judicial authorities
because through this Bill the amendment will have retrospective effect. The crux of the issue lies here.

We are going to pass a Bill today which will have a retrospective effect. This Bill has been brought before this House after
the Apex Court pronounced a judgement six months before. I think the hon. Members present in this House will understand
this, especially Dr. K.S. Rao. When I heard Dr. K.S. Rao speaking today, I could only presume that he was speaking from
the throat and not from his heart. He was speaking against the traders and businessmen, of course. I would like to be
enlightened, Sir, as the show-cause notices were pending for the last so many years. It is not mentioned whether it is since
1991 or 1971 or 1985. We do not know about it. Let the Minister inform us since when these show-cause notices have been
pending. What we gather from the information that has been provided is that the Supreme Court went into an issue and

pronounced judgement on 18t February, 2011. It was a Commissioner of Customs vs. Syed Ali and others, case no.
42944295 of 2002, etc., etc.

What did the Supreme Court say? You identify a person who will value the product that is being imported. Every Customs
Officer is not competent enough to value the product. Do you have that provision in this Bill? We do not have, Sir. Do you
know since when this show-cause notice and how many show-cause notices are pending? We only know that Rs.7,500
crore are blocked. By this judgement of the Supreme Court this amount cannot be recovered. I would like to be appraised
by the Minister in this House can the Government guarantee in this House that the genuineness of the show-cause notices
can be proved later? Can the Government quarantee that all the cases will be proved? That depends on the court. It is not



that thé whole amount of Rs.7,500 crore w-iII be recovered. The only thing is thét it will be adjudicated.

Another thing that I wish to say is that it is a prospective Bill. The custom duty evaders will no longer be able to challenge
a show-cause notice on technical grounds relating to jurisdiction. This is the intent of this Bill. If this is the intent of this
Bill, I would like to say that though this Bill looks very innocuous yet it has tremendous impact. To a certain extent, my hon.
colleague, Shri Uday Singh has also mentioned about that.

I understand that when a bulk purchase is being made from outside and business is being carried out in our market the
Customs Department has to be very strict. But through this Bill we are empowering a Customs Officer to impound any
international traveler of this country to humiliate him when he comes back from abroad.

Many of us do go outside. You yourself must have travelled outside every year. Many of us do go outside but we do
not identify ourselves as Member of Parliament. We identify ourselves just as citizens of this country. We do not declare
ourselves what we are carrying from this country because everything is available in this country.

Here, I would say about the words that are being used

"used personal effects required for satisfying daily necessities of life."

These are the two lines in that fine print, that are there. One may say: toothbrush, shaving cream, etc.
MR. CHAIRMAN : You made your point. Now, you are coming to toothbrush. It is irrelevant.

SHRI BHARTRUHARI MAHTAB : These are daily necessities like watches, spectacles, etc. We would have to be educated if
he can educate us. But many are using designer products, which are abundantly available in India. Yet, the confusing rules
for customs declaration at our airports remain as they were in bygone era, which have remained static for decades. The
rule says that used personal effects are free. Many of us used foreign brands like wrist watches, spectacles, pens, etc, and
also carry laptop, iPod and other electronic gadgets, when we travel abroad. Seldom a traveller declares it, while going
abroad. When he or she comes back he is allowed only a carry home, any so-called foreign item worth Rs.25,000. In 2001,
Rs.25,000 was increased from Rs.10,000. Already ten years have passed. The successive Governments have not corrected
and this limit of Rs. 25,000 has not been changed since 2001. When this Bill becomes an Act, according to my
apprehension, any Customs Officer is empowered to impound your personal effects and serve you a show cause notice to
pay a fine for carrying foreign goods beyond Rs.25,000.

The Supreme Court of India had very rightly pointed out to identify a designated officer. I would like to understand from the
Minister what problem can we have to have a designated officer in respective airports or at point of entry - who can assess
the customs duty? By this amendment, we are being asked to nullify that order of the Supreme Court.

So, through this amendment, we are giving immense power to the Customs Officer to harass Indian travellers. They
are not culprits. I am not in favour of customs duty evaders but in an attempt to make life tough for evaders, do not
encourage Customs Officers and customs desire to grab headlines. This is happening mostly in Mumbai Airport.

MR. CHAIRMAN: Please wind up.

SHRI BHARTRUHARI MAHTAB : There is a need to take into account the changing profile of Indian travellers. We no longer
travel abroad to greedily buy things that are unavailable here or the lure of shopping overseas is likely to die out. I am for
regulations that would be able to discern between those that are bought for personal use and those that are being bought
in for sale.

With these words, I would only urge upon the Minister to look into the matter.
DR. K.S. RAO (ELURU): Mr. Chairman, Sir. One minute...(Interruptions)
SHRI BHARTRUHARI MAHTAB : Let me conclude...(Interruptions)
MR. CHAIRMAN: Let him conclude first. Then, I will come to you.

SHRI BHARTRUHARI MAHTAB : I would only like to urge the Minister through you that please bring in more amendments
relating to customs because that is necessary for a genuine Indian traveller, who goes abroad. When he comes back, he
should not be harassed. But for the business, I think, that is necessary. With these words, I conclude my speech.



DR. K.S. RAO : I was not speaking against the traders and the business community. I was speaking against the traders and
the business community, who are trying to evade the genuine customs duty by utilizing a technicality in the word.

MR. CHAIRMAN: You made your point.

...(Interruptions)
17.00 hrs.
MR. CHAIRMAN : Nothing will go on record.

(Interruptions) €, *

SHRI S. SEMMALAI (SALEM): Thank you Mr. Chairman, Sir, for giving me this opportunity. First of all, I would like to say
that I am not opposing the Bill. I endorse the views expressed by hon. Member, Shri Mahtab. Though it is a small
amendment as stated by our hon. Finance Minister, its implications are wide which may lead to administrative anarchy.

This amendment says that all Customer Officers are Proper Officers. Why has the Government decided to generalize the
duty of POs and spread it to all COs? I do not understand this. The Supreme Court has also raised the same question in
Sayeed Ali case.

17.01 hrs (Shri Satpal Maharaj in the Chair)

In the main Act, Section 4 deals with the Custom Officers. Section 2, Sub-section 34 defines 'Proper Officers'. The Proper
Officers are selected out of Custom Officers. So, we can understand from this that the POs are COs but all COs are not
POs. Even though, the cadre of both is one and the same, the Act makes substantial difference between the two officers in
terms of nature of responsibilities and duties assigned to them. For POs, there must be some factors, on the basis of which
they are selected as POs.

The hon. Finance Minister is well aware that even in Police Department, only selective persons with credibility and
integrity are chosen to work in the intelligence wing. Like that, in Customs also, the area of assessment is sensitive
area. All complaints like corruption are on the point of assessment. If all Custom Officers are treated as Proper
Officers or assigned duty of POs, certainly it would lead to some unwarranted repercussions. If all officers are vested
with the power, it would result in as the popular saying goes: 'Power corrupts and absolute power corrupts
absolutely'.

If the hon. Finance Minister is very particular in amending the Act on these lines, the Department has to ensure that
the power of assessment should not be given to all POs and it should be entrusted on selective basis taking into
account the credibility, honesty and integrity of the persons.

These are my views on this Bill.
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THE MINISTER OF STATE IN THE MINISTRY OF FINANCE (SHRI NAMO NARAIN MEENA): Sir, ten hon. Members have
participated in the debate. I am thankful to them for taking keen interest in the functioning of the Customs Department. I
am also thankful to them for their valuable observations and suggestions. I have taken note of these inputs which will help
in improving the operational efficiency of the Customs Department.

Before I respond to the main issues raised by the hon. Members, I would like to state that taxation laws require
action to be taken for recovery of duty not paid correctly. In the case of customs duties, this work is entrusted to
jurisdictional Customs Officers as well as to others like Officers of Directorate General of Revenue Intelligence (DRI),
Commissioners of Customs (Preventive) and others.

On 18th February, 2011, hon. Supreme Court in the case of Sayed Ali and Anrs. (C.A. Nos. 4294-4295 of 2002 and C.A. Nos.
4603-4604 of 2005) held that only such a Customs Officer who has been assigned the specific functions of assessment and
re-assessment of duty in the jurisdictional area where the import concerned has been affected, by either the Board or the
Commissioner of Customs, in terms of Section 2 (34) of the Act is competent to issue notice under Section 28 of the Act.

However, Customs Officers of DRI, etc. were not specifically assigned the assessment powers given to jurisdictional
Customs Officers. Hence, on the basis of the Supreme Court order, on this technical ground, a large number of notices
would get invalidated thereby adversely impacting huge revenue. For the future, the Government has taken remedial steps

with effect from 6t July, 2011 by issue of a notification. The Customs (Amendment and Validation) Bill, 2011 will validate
notices issued earlier.

Several pertinent questions or queries were raised by hon. Members. I would like to answer some of them. Shri Uday
Singh raised an issue about computer network of customs either slow or not working. To some extent, I agree with the
hon. Member and we have upgraded our system. This is largely due to the teething problems that we are having but at the
same time, we have round the clock helpline to assist the customers.

The second question that he raised was this. There was a reference to Special Valuation Branch. The SVB checks



against under valuation so that correct duty is charged. The questionnaire is a transparent method to get information if
importers do not have any information. It is not mandatory. The functioning of SVB is already under review. It is being
examined as to whether it can be brought under one Directorate for a more professional approach. He again raised a point
that the current baggage allowance of Rs. 25,000 is less. This is reviewed regularly. There was reference to provisional
duty bonds. The bond amount covers the duty difference plus the possible penalty. The customs laws are cumbersome and
clearance takes too much of time.

In this year's Budget, we have introduced self-assessment of customs duty by importers and exporters. Further,
almost 60 per cent goods are cleared without examination, based on self-assessment. At airports, over 98 per cent
passengers go through Green Channel without customs intervention.

Shri Shailendra Kumar has raised a question about the revenue implications of this amendment. Roughly, Rs. 7,600 crore is
the implication. He also raised the issue that the Supreme Court must have considered all views before giving this decision.
“Yes', the Supreme Court order is based on technical interpretation of law. In the same order, the Supreme Court has
allowed the Government to recover duty.

My friend, Shri Vijay Bahadur Singh has raised two or three pertinent questions that too much discretion is with the
customs officers. But decision taken according to the Customs Act, 1962 and Rules thereunder and internal administrative
vigilance machinery checks the misuse.

He has raised a question about the cases of import of cars without duty. Some people misused the facility given to people
transferring their residence to India. Prompt remedial action was taken and cases are under investigation.

He again raised a question that there should be guidelines for determining price/value of imported goods. I would like to
say to him that his suggestion is welcome. There is already a valuation data base and all imported goods are cleared after
checking with this data base.

Hon. Member, Shri R. Thamaraiselvan has raised a question about stopping dumping of imported goods into India. We
appreciate the concern of the hon. Member and we take recourse to anti-dumping measures, when required.

Shri Bhartruhari Mahtab raised three-four pertinent questions. One of them was about the show-cause notices pending
since when? This Bill will regularise all notices which are not decided and also those which may be pending at various
stages of appeal. The Supreme Court had invalidated the action on technical ground and now that has been removed by
this Amendment.

The hon. Member, Shri P. R. Natarajan asked about the vacancies in the Department. "Yes', there are a few vacancies and
the cadre restructuring is under consideration.

Shri Mahtab also raised a question why can we not designate specific officers? We have already designated officers at
Airports. The Bill is basically for officers belonging to DRI and Preventive Wing. He also raised a question that this Bill will
humiliate international travellers. I would like to inform him that this Bill only validates notices already issued in the past
and does not have specific provision for passengers.

Sir, respected Dr. Raghuvansh Prasad Singh has raised the issue about the sweeping powers given to the Customs Officers

and the other officers of the Department. The Bill is only for the past period — before 6t July, 2011. Now, power has been
restricted to the jurisdictional officers, the DRI, the Central Excise Intelligence Officers, Preventive Officers and Central
Excise Officers. So, all these are jurisdictional officers.

In the end, I would like to say that this House will appreciate that no one is disputing that proper customs duty must be
paid. The Government only wants that those who have not paid duty correctly should not benefit from a technicality.

With these words, I would commend this Bill for the consideration of the House....(Interruptions)
MR. CHAIRMAN : You just put one question.

SHRI UDAY SINGH : Sir, I would seek your protection because the hon. Minister has been able to ignore the questions that
I have raised. So, if you restrict me to only one question, it is going to be unfair.



Now, I would like to say that I raised the issue of corruption. He has not said a word about it. I mean, he has not clarified
what the correct valuation of an imported consignment would be because he says that the SVB is there to levy the correct
duty on the correct valuation. How do you arrive at the correct valuation?

MR. CHAIRMAN: Let the hon. Minister answer.

SHRI UDAY SINGH : There is the penalty on PD Bond. He says it is for the difference in the duty and the penalty amount. If
the original dispute was for 5 per cent, how can the penalty be for 100 per cent? This is crazy! ...(Interruptions) These are
some of the points which I raised.

MR. CHAIRMAN: Let the hon. Minister answer to it now.

SHRI NAMO NARAIN MEENA: In the beginning itself, I have told that I have noted all the concerns of the hon. Members, all
the inputs, suggestions of the hon. Members including Shri Uday Singh. Valuation is on transaction basis as per the
established rules. I assure you that I have noted what you have told. This will benefit the Department and we will take
correctional measures.

SHRI UDAY SINGH : I am satisfied.

MR. CHAIRMAN: The question is:

"That the Bill further to amend the Customs Act, 1962, be taken into consideration. "

The motion was adopted.

MR. CHAIRMAN: The House will now take up clause by clause consideration of the Bill.

The question is:

"That clause 2 stand part of the Bill."
The motion was adopted.
Clause 2 was added to the Bill.

Clause 1, the Enacting Formula and theLong Title were added to the Bill.

SHRI NAMO NARAIN MEENA: Sir, I beg to move:
"That the Bill be passed."
MR. CHAIRMAN: The question is:

"That the Bill be passed."

The motion was adopted.






