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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authoriaed 
by the Committee, do· present on their behalf this Sixty-Fifth Report 
on Paragraph 1.27 of the Report of the Comptroller and Auditor 
General of Iodia for the year 1983-84-Union Government ~~ 

Revenue Receipts VoL I-Indirect Taxes relating to CustooJa .. 
ceipts--Incorrect grant of exemption-Default under the Duty Bump-
tion Entitlement SchelIle. 

2. The Report of the C&AG of India for the year 1983-84, UDion 
Government (Civil) Revenue Receipts, Vol. I-Indirect Tua. was 
laid on the Table of the House on 10 May, 1985. 

--.-3. In this Report, the (.c·mmittee have examined a case r4. llleg-
04 misuse of the Duty Exemption Entitlement Scheme by an importer 
of polyester fibre under two advance licences valued at Rs. 42.98 
Jakhs and on which customs duty amounting to Rs. 2.06 crores was 
exempted. The Committee have observed that the advance licences 
were issued without proper verification of facts and have recom-
mended that the case should be further investigated with a ~ to 
obviating recurrence of ~  lapses in future. The Committee have 

t ~  noted that the present data base for issue of advance licences 
etc. is prima facie nct sound. Emphasising the need for having an 
adequately verified and authentic data base in the context of the preva-
iling conditions of various liberalised export promotional schemes, the 
Comnuttee have recommended that the Ministry of Commerce should 
compile a directory of all genuine importers and e.~ o te  in regard 
to di1lt"cent major commodities. 

4. Expressing their serious concern over the connivance of lOIIle 
o16cials in the Customs Department with the exporter in the ease 
1IIlder examination in hi.; attempts for fraudulent exports. the Com-
mittee have recommended that Government should evolve an appro-
priate system of posting staff in such sensitive areas so that conni-
vance and collusion with the unscrupulous elements is eliminated. 

5. The Committee have noted with concern that several othrr 
cases of similar misuses of the Duty Exemption Entitlement Schemes 
involving cllstoms duty amounting approximately to Rs. 12 o ~ 

have been reported by, various Customs Houses. Stressing the need. 

~~  



(vi) 

to check the increasing volume of export offences, the Committee 
have recommended that Government should strengthen the exisbn' 
machinery and import adequate training for the staff to deal with 
export violation and other related offences more effectively. 

6. The Public Accounts Committee 1985-86 examined the Audit 
Paragraph at their sitting held on 7 October, 1985. 

7. The Committee considered and finalised this Report at their 
sitting MId on 13 November, 1986, based on the evidence already 
taken and written information furnished by the Ministries of Finance 
(Department of Revenue) and Commerce (OffiCe of the Chief Contr01-
ler of Imports & Expolts). The Minutes of the sittings form Part II 
of che Report. 

8. For facility of reference and convenience, the observatioas 
and recommendations of the Committee have been printed in dlick. 
type ill the body of t~ Report and have also been reproduced in a 
consolidated form in Appendix n to the Report. 
9. The Committee place 011 record their appreciation of the cea-

mendable work dODe by the Public Accounts Committee (1985-86) 
in taking evidence and obtaining information for the Report. 

10. The Committee would like to express their" thanks to tile 
ofBcers of the Ministries of Fjnance (Department of Revenue) aacl 
Commerce (Chief Controller of Imports and Exports) for the co-
operation extended by them :n giving information to the Committee· 

11. The Committee also place on record their appreciation of 
the assistance rendered to them in the matter by the offtce of tile 
Comptroller and Auditor General of India. 

NEW DELHI,' 

NOt1mrber 17, 1986 

Karl" 26, 1908 (S) 

B. AYYAPU REDDY. 

Chairman 

Public Accounts Commlnee. 

*Not i ~ (one ~lo t le  copy laid on the Tabie of tae .... 
aRd five copies placed tn the Parliament Library). 



REPORT 

Customs ~ ~i t -l o e t grant of e ~ t o - eltl lt WIller 'M 
Duty 

Exemption Eutitlemeat Scheme 

Audit Paragral,h 

This Report is based on paragraph 1.27 of the Report of the Coa,. 
troller & Auditor General of India for the year 1983-84, Ulli. 
Government (eiviJ), Revenue Receipts, Volume I, Indirect Ta .. , 
which is reproduced as Appendi.x I. 

Introductory 

2. Duty Exemption Entitlement Scheme was introduced in 197' 
as an export promotion measure. Under this Scheme, raw materials 
and components imported under advance liccnces for execution of 
export orders are exempted from levy of customs duty. The applica-
tions for advance licences are scrutinised by the Advance Liccnsm, 
Comnlittee which com;ists of the representatives of the Ministry of 
Finance (Drawbacks), the Chief Controller of Imports and Exports. 
the Directorate Crenentl of Technical Development and the Develop-
ment i ~i l e  (Smnll Scale Industries). Responsibility for ea-
suring discharg-e of export obJigation by an importer is entrusted to 
the Oftlce of the Chief Control1er of Imports and Exports. The is-
porter executts bonds for payment of duty on the imported itans 
in the event of failure to discharge the expon obligation. The Cus-
toms authorities act as agents of licensing authorities and malec CIIl-
dorsements in lhe Duty Exemption Entitlement Certificates (DEF-C) 
issued by the licensing authorities when exports are affected. The 
bonds are c;tncelled by the licensing authorities on the discharge tA 
export ob1i6.ltion by the importer. 

Findmgs of earlier PAC 

3. The operation of the Duty Exemption Entitlement Scheme Ud 
~ a e  the attention of the Public Accounts Committee on an earlier 
occasion as well. The 230th Report of the Committee (Seventh Lok 
Sabha) had revealed several shortcomings in the operation of tile 
Scheme. Some of the more glaring shortcomings found by the Com-
mittee were: 

(i) Absence of proper system of records both at the Ministries 
of Finance and Commerce. -
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(ti) Issue of advance licences without prpper verification of the 
capacity of the importer to manufacturelexport. 

(iii) Grant of e t l lS o~ f9I ,fulfilment of export obligations .iI} A 
a rather indiscriminate manner by the Ot1ice of the Chi. {f 
Controller of Imports and ,Exports and failure to inform 
the Custoins authorities of such extensions. 

(iv) Substitution of imported materials: in cxponcd products and 
similar other malpractices. 

" (v). Failure, to. impose penalties on offenders and defaulters and; 

(vi) Lack of proper co-ordination between the Ministries of 
Commerce and Finance. 

4. In paragraph 1.113 of the 230th Report presented to the Lok 
Sabha "on 27th August, 1984, the Committee had summed up,-

"The foregoing paJagrapbs clearly bring out glaring o t~ 

comings in the operation of the Duty Exemption tit ~ 

ment Scheme. The fact that the MiDistry of Finance have 
listed out various defects in the Scheme would seem to '. 
suggest that" they had not taken up the matter earlier 
with" the Ministry of Commerce for the removal of. 
defects, this is yet another instance of absence of proper 
coordination between the two Ministries. The Commit-
tee are of the considered view that the dual responsibility 
without co-ordination has considerably weakened proper 
monitoring of the Scheme and has resulted in mounting 
exports defaults and a variety of mal-practices. During 
evidence, t:iC representatives of the" Ministry of Finance 
admitted that the existing system of monitoring of the 
scheme was deficient and needed to be improved. The 
Chief Controller of Imports and Exports had also 
admitted that there was a lack of timely follow-up 
action in cases of default. The Committee recommend 
"that Government should undertake a comprehensive 
review of the Scheme after collecting complete data from 
the field fonnations so as to identify the various loopholes 
and deficiencies in the working of the Scheme and initiate 
necessary corrective measures. This is absolutely neces-
sary to ensure that the Scheme fully subserves its pur-
pose.The Committee would expect Goyernment to 
look into the specific deficiencies highlighted in t ~ 
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earlier paragraphs while reviewing the operation of thet: 
Scheme. They would like to be apprised of the con· 
dusive action taken in this regard." 

S. The Committee in their 31th Report (Eighth Lot Sabha) 
reviewed the action taken by Government on the recommendations 
contained in the 230th Report In Paragraph 1 .17 of the 31th 
Report presented  to the Lok Sabha on 4th April, 1986, tho Com-
mittee observed/recommended: 

"The Ministry of Commerce have in their action taken reply 
stated that a high level meeting between the Ministries 
of Finance anJ Commerce· was held in which the rele· 
vant points were discussed and in a ~ of the 
recommendation of the Committee. a comprehensive 
review of the Duty Exemption Entitlement Scheme has 
been entrusted to the Indian Institute of Foreign Trade. 
The Ministry of Commerce have further stated that. 
without waiting for the results of that assessment, a 
number of steps have been. taken based on the experi-
ence as well as mutual discussions. These measures in· 
dude monitoring of the entire Scheme by the Ministry 
of Commerce, Computerisation, quarterly review of t ~ 
Scheme by the Ministry of Commerce and streamlining 
of the administrative procedures. The Committee do-
sire that the comprehensive review be completed expe· 
ditioUsly and necessary follow-up measures taken thereon 
promptly with a view to ensuring that the Duty Exemp-
tion Entitlement Scheme fully subseI'Ve its purpose and 
is not allowed to be abused by the unscrupulous ele.-
ments." 

Facts 0/ the PreSent case 

6. The Audit Paragraph under examiDation seeks to highlight a 
tase of alleged misuse of the Duty Exemption  Entitlement Scheme. 
The facts of the case as intimated by the Ministry of Finance. (Jle.. 
partment of Revenue) to the Committee are recounted in tbe sue. 
ceeding paragraphs. 

1. Mis. Bharat Export Corporation, Bombay a mercbant exporter 
was issued two advance licences in the months of January and ~  

1981 respectively for du1;y free imports of polyester fibre in terms of 
Duty Exemption Scheme ill vogue at the relevant time. The advance 
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ticenceNo. PIK/0450691 dated 3-6-81 (with DEE(! Book No . 
..001703) 'permitted import of 220 MT of polyester fibre of ~e a  

.specifications, valued at Rs. 30,48,606 while the other advance hcenee 
No. PIKI0385216 dated 27-1-81 (DEEC Book No. 001095) was 
issued for a quantity llf 169.28 MT valued at Rs. 24,95,187. 

8. Mis. Bharat Export Corporation imported 301 MT of polYel-
ter 1ibre valued at ~. 42,97,704 between December. 1981 and Sep-
tember 1982 against the aforesaid licences and duty amounting to 
~. 2.06.36.212 leviable thereon was exempted in terms of the Duty 
Exemption Scheme. The organisation was required to export polyes-
-ter blended yarn (SO per cent polyester, 20 p.:r cent cotton) to the 
extent of Rs. 108 lakhs against the dutY'free imports allowed under 
the said two advance  licences. 

9. In order to fulfil their export obligations. five shipping bills 
(Nm. ~  016876. OJ 6877 all dated 19-2-1983 and Of9176 and 
019180 both dated 22-2-1983) covering export of one thousand 
cU!>e\. declared to (ontain "S) Iithetic (polyester) blended yam (80 per 
'cent polyester and 20 pel cent cotton)", of the declared f.o.b. valDc 
Rs. 38,25,000 and weight 150 MT for shipment to Hongkong were 
filed on behalf of the exporter at Bombay Custom House in February. 
1983. 

10. On the night of 24-2-1983, 516 cases out of the lot of 1000 
cases were brought into the docks and one truck loaded with 42 cases 
could not enter the docks as it statedly developed some engine trouble 
nnd it was brought into the docks on 25-2-1983. According to the 
Ministry of Finance, the Central Intelligence Unit of the Bombay 
Custom House had received an infonnation that M1s. Bharat Export 
Corporation would be exporting cheap type of cotton yam by mis· 
declaring it as polyester (blended) yam in order to fulfil their export 
obligation under the DEEC Scheme. A watch was, therefore. kept in 
the docks by the ern staff anet the shipment was stopped. On exami-
nation of the cases which had been carted into the docks, it was found 
that they contained only cotton yam as against the description of 
polyester blended varn. 

11. The remaining cases which were lying in various godowns ia 
the dty were subsequently seized by the ern and all the 1000 cues 
were found to contain only cotton yam and not polyester blended.' 
yarn as declared. Investigations by the Customs Department revealed 
,that arrangements had betn made by Mis. Bharat Export Corporatioa 
with the consignee to export only cotton yarn by misdeclarihg it as 
'polyester blended yarn. Investigations also revealed that tbe weipt 
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of the collllignwent was Dlisdeclared as 150 MTs wberea. .. laO'" 
net weight of the 1000 cases wu only 50 MTs. AccordiDl 10 tile 
Ministry of Finance, this rnisdec1aration of weight was reaorted .. 
by tbe party in order to get the benefit of set-off of 120 MTI of die 
imported polyester fibre which was cleared duty free. In the opiaioll 
of the Mjnistry. had this attempt ~t expon succeeded, die importers 
Mis Bharat Export Corporation would have succeeded in defraudiac 
the Government to the extent of over Rs. 79 laths, being the ~t 
of Customs duty forgone on 120 MTs of polyester fibre ialpor1rMl 
and cleared without payment of duty under the'DEEe Scheme. 

JSl'ue of Adm,nce LiCl'nct.'i 

12. The Committee desired to know the procedure laid do •• for 
scrutiny of applications by the Advance Licensing Committee for 
,grant of Adv&D.cc Licences in respect of Manufacturer-Exporter 
and aiso that of Merchant export!Export House. In a note fumiIIl-
ed to the Committee, the Ministry of Finance (Department of Rne' 
nue) reDlied: 

"The Advance Licensing Committee for grant of Ady-.e 
licences looks into the applications from various mg •. 
It examines whether the applicant i8 eligible for *e 
licence and fulfils the various conditions as laid dowa 
in Appendix 19 of the reievant Import Export Policy. 
The application is scrutinised specifically to check whe-
ther it is against specific order or export on productioa 
programme basis. The value of Advance licence sougllt 
vis-a·vii the value of export order is examined to ebeck 
the value addition criterion; details of raw materials 
IOUght for import! and the wastages claimed are looked 
into for their essential,itiYlreasonabJeness. Before srut 
of any Advance licence the recommendations of tlte 
DGTDIOC(SSI)ITcxtile Commissioner ~ e obtained 
~ e it all  to have their expert opinion on inp1ltloutput 
norms, the a ta~e as claimed by the applicant -
also whether the materials to be imported are essential 
for the manufacture of export product. The capacity 
to execute export orders is also examined and tile 
export performance in the past 3 years is speci6caJly 
checked in this regard. In the case of a merchant ex-
porter the declaration as to the supporting manufact1l ... r 
is also checked. 
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To easW'O uniformity m policy and procedures guidel.iD5 
have also been issued by the Chief o t ~lle  of Imports 
and I Exports m Junc, 1985 for the gwdance of. the 
Regional Advance Licensing Committees for consIdera-
tion of the cases that. come up before them. These are 
being reviewed and updated as and when need arises 
and cover cases for bOth merchant as well as manufac-
turers exporters •• 

13. When enquired about the requiremets which an applicant 
had to ~ before the grant of an Advance Licence, the Ministry of 
Finance (Department of Revenue) in a note enumerated them u 
lollowa:-

(i) Advance licences are issued to Registered Exporters for 
jmport of certain specified  materials (for which alone 
exemption from duties on import has been provided) 
m,d the resultant products have to be exported out of 
tho country; 

(li) Registered exporters are eligible to apply for Advance 
licences provided (a) such exporters held valid export 
orders in thea own names; and (b) they are able to rea-
lise foreign exchange in their own names for the items 
proposed to be exported. The condition of having a 
prior export order is not a pre-requisite for registered 
manufacturer exporter having past export performance 
who can seek Advance licence on the basis of a produc-
tion programme: . 

Cui) Advance licences are granted only in those cases where 
for the corresponding export products there is a mini-
mum value addition of .33 per cent from cif value of imo' 
ports to fob of exports (This percentage could be re-
laxed or jacked up by the Advance LicenSing Committee 
where considered necessary); 

(iv) Applications for grant of Advance licences with cus-
toms duty exemption, for value less than Rs. 5000 are 
not entertained; 

(y) A licence issued under this Scheme to a manufacturer 
exoorter will be suliiect to actual user condition. Mete-
rials imported under this Scheme by a merchant exporter 



., 
while transferrin, to a 8UppOJtiD, manutacturel' tor pr0-
duction will also be subject to an actual user conditioJa; 

(vi) Applications for issue of the  Advance licence under die 
S ~e e have: to be submitted in quadruplicate in .... 
,."nbed proforma [to the concerned Licensing authority 
with a '-"Opy to CCI&E, Director (DBK) and OOTDI 
DC(SSl)iTextile Commissioner]; 

(vii) The grant of the Advance licence, inter alill, is subject 
to the importer agreeing to discharge an obligation to 
export specified finjshed products upto a prescribed value 
and/or quantity. 

14. The Committee wanted to know the export performance 01 
the party in the case under examination during the relevant past fiYe . 
years and the nature of goods exported. The Ministry of FJDaDCe 
in a note stated as to)Jows: 

~o ready infonnation is available with the Custom. Houac. 
However, from the papers submitted by the party to the 
AdvanCe Licensing Committee, the following export per-
fonnance in textiles duly certified by a Cha.rtered Ac::-
countant was shown: 

Year Expot1 (Rs.) 

--,----
1977-78 

1978-79 

1979-80 

25,32,308 

45,46,696 

98,52,403 

The goods exported by the finn were said to be Art Silt ucl 
·Synthetic:: fe'(tiles including readymade garments and yarn. How-·-
ever, the Registration Certificate issued by the Textile Export Pr0-
motion Council and produced ~ the party along with their applica-
tion for Advance Licence showed that the finn was registered for 
~ o t of cotton riece goods, mrade-ups and synthetic blended yarn. 

15. When asked about the value addition criterion in respect c4. 
the two licences in the present case, the Ministry of Finance (Depart-
ment of Revenue) in a note stated as follows: 

'As regards the first advance licence which permitted tolal 
import of 220 MTs of polyester fibre, totally valued at 
Rs. 30,48,606 total foreign exchange expected to be 
earned was Rs. 60 lakhs. This gives a net value additi01l 
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d. 96 per CCDt (approx.) on imports which COlllCS to 
h 13.40 per kg. of imported fibre . 

A.s for tbc ~  Advance Licence, which permitted total 
DD.port of 169.Z0 MTs of polyester fibre-valued at about 
RI. 24,95.187, total foreign exchange expected to be 
earned .. "as Rs. 48 lakhs. This gives a net value addi-
tion of 92 pel" cent (approx.) on imports-which COIIlca 

to R.s. 13.60 per kg. of imported fibre," 

lCtJle tJ/ Supporti,., /fIDlut/ac/uTeT 

16. The Committee pointed out that the party concerned in the 
ease under examination was a merchant exporter and, therefore, 
wasted to know the names of the supporting manufacturers as jndi-
eated iD the two Duty Exemption Entitlement Certificates. The Mi-
istty c:A Finance (Department of Revenue) in a note replied: 

"In the case of DEEe No. 001085 dated 28-1-81 the name 
of the supporting manufacturer was shown as Mis Silver 
cotton Mills Company Ltd. As per secnod DEEC (No. 
001703 dated 13-6-81) Mis Super Spinners were shoW1\ 
to be the supporting manufacturer." 

17. The Committee wanted to know whether enquiries were 
.. from those manufacturers subsequently. The Secretary, Mi-
MIcry 01 Finance (Department of Revenue) replied in evidence: 

-On investigation subsequently it was found that they were 
closed." 

18. Asked whether an,y prior undertakings were obtained from 
tlIoee companies before issuing advance licence to the party the Chief 
Controller of Imports and Exports stated in evidence: 

"At that time, they were not insisting on any certificate from 
the manufacturers." 

19. The Committee asked whether any data in respect of the 
o ti ~ manufacturer wa..c; produced at all. In reply, the Ministry 

el Commerce (Office of the CCI and E)I in a note furnished after 
.. idence stated: 

"A certificate wu produced in the case from the Chartered 
Engineer certifying the requirements of the raw material 
tor the resultant prOOtlct as was the practice at thnt 
timo. Currently apart from this e ti i ato--- e ti i~ 
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from rhe Textile Commissioner resarcling the capacity uI 
tile manufacturer to produce Polyester yarn is alao to-
f1uired. 

20. Asked how the existence of the factory was checked, tht 
Mjnistry of o e ~ (Office of the eel and E) in a note fur-
UIIaecS after evidence stated: 

"It is verified with reference to the certificate of registra.ti.oa 
issued by the sponsoring authority to the manufacturer 
normally the OOTD or Directorate of Industries of. tilt 
concerned State/UT. The representatives of the DGTD 
and SSI Departments are members of the Advance Li-
censing Committee. Copies of the application of the. 
finn for the licences goes to OOTD (and at time SSI) for 

their comments." 

21. When ilsii:ed how the capacity of the factory  to produce ex-
,.-t goods was checked, the Ministry of Commerce (Office of the 
ca aDd E) in a post evidence note replied: 

""Camntly this it verified with reference to the certificate issu-
ed by the Central Excise Authority. This was not the-
practice at the time when this particular case was consi-· 
dered." 

22. The Comm,ittee enquired why the supporting manufacturer 
Ihould not be a.~ e  to give a joint undertaking with the merchant 
aporter before issuing an advance licence under the DEEe Schemo 
where the importer is a non-manufacturer. The Chief Controller 
., Imports and Exports replied in evidence: 

·7bey are expected to sign on the paper and also, later o ~ 

enter into a joint legal undertaking or bond with tho 
merchant exporter." 

23. On being asked whether these conditions were imposed after 
"e appearance of the Audit Paragraph under examination, the wit-· 
MIlS replied in affirmatjve and added: 

-rhese were decided in the Advance Licensing Committee om 
12-12-1984 and circulated to all licensing autJiorities." 

24. Asked whether' it can be claimed that in the present cue. 
proper verificatjon by competent authorities of the facts stated in the 
application for grant ~ Advance licence was done, the Ministry ~  
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.pjmmce (Depar1meDt of e e ~  in their note stated: 

"An advance licence is issued if the applicant is a registered 
e:\porter and produces, among other documents, a regis-
tration certificate from the concerned Export Promo-
tion Council. These Councils which are monitoring 

agencies tor exporters of specified commodities i'egister 
the exporters who have sufficient export performance and 
after checking their genuineness, etc. While filing the 
application. the a i a ~ has to produce various other 
documents such as expoit order duly signed by the 
foreign buyers, Chartered Accountant Certificate givina 
his previous export ~ o a e  Chartered Engineen 
Certificate regarding validity of the inputs required etc. 
In cases of doubt regarding the export order, verificatiOll 
'of its genuineness is also carried out. As at the material 
time the applicant had submitted the relevant documents 
and prima facie there was no grounds to doubt the 
e i e e~  of the export order, the licence was issued 
by the Advance LicenCing Committee duly taking into 
consideration the recommendations of the Textile Com-
missioner about the requirements of' the polyester fibre 
for the particular export order. 

The advance licensing authority has recently prescribed that 
intimation of the genuineness of the export order be got 
confirmed and applicant's manufacturing capacity be 
ascertained before issue of the advance licences for input 
of sensitive items like polyester fibre and synthetic 
wastes." 

25. In reply to a pointed question of the Committee whether the 
licences were issued to the party after having been convinced that the 
relevant instructions were complied with, the Ministry of Commerce 
(Office of the CCI and E) in a note furnished after evidence replied. 
aU instructions contained in the relevant Chapters of Handbook of 
{mport.£xport Procedures were complied with ~ this case. 

Authenticity of Cerl;ficates issued Uy Export Promo'ion Council, 
Chartered Accountants etc • 
. ~. . 

26. The Committee wanted to know whether any enquiry WIll 
made from the Export Promotion Council concerned about the baail 
00 which firm's case had been recommended. The Ministry of Com-
merce (OfBce of the CCI and :E) in a post-evidence Dote stated: 

-rhe 'Duty Exemption Scheme' provides for consideratiOD of 



11 

applications received from . the exporters registered with 
Export Promotion Couucils. If the ~tI atio - I

Membership Certificate issued by the Export Promotion 
Council is otherwise in order, no enquiry regarding its 
authenticity is made. Once the valid RCMC issued by 
the EPC is avallabJe, no comments regarding suitability 
or otherwise of the applicants are being caUed trom the 
Export Promotion Council. As the finn in question 
was a registered exporter having past export performance 
no enquiry was made from the Export Promotion Coun-
. ci1. It may however be mentioned that before issue of 
the licence, the licensing Offices check up whether the 
firm is on any caution, abeyance or debannent circular. 
(For violation of the Import and Export Control Act or 
any of its provisions). If they are (the firm) then the said 
advance licence is not issued.·· 

Need for Directory of Import{j and Exports 

27. The Committee enquired whether the Ministry of Commerce 
had any independent mechanism to verify the facts submitted by any 
exporter. The Chief Controller of Imports and Exports tat~  in 
evidence: 

"My submission is that we do not have really independent data 
with us to confirm whether an exporter XYZ exported 
number of goods of certain value and we depend largely 
on the certificate of the Chartered Accountant." 

28. The Committee desired to know why the Ministry of Com-
merce had· not .prepared a .satisfactory directory of all the genuine im-
porters and exporters so far. The Chief Controller o I o t~ and 
Exports stated in evidence: 

'The Export Promotion ~ il ba,:e got ,t:his. kipdof infor-
mation." ,. ,; ., .. 

Compo.rition of the relel-'llnt Advance Licence Committee 

-..... . 

29. In this coonection, the Committee I~ to~ ~ the names 
and desipadou of the penoas who coDitrt1it6!i .~t. xlVance Licen-
sing Committee which recommended the grant of the two licences. to 
the party. the period of ~.~i  ~ i~ .~ .~ ~i ~i~ .~~ittee and 

2540 LS-2. 
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also whether they were still in service. In a note furnished after evi-
dence, tile M.iDiatry of Commerce (0fIlcc of the Chief Controller of 
Imports and Exports) stated:- . .J.. 

51. 
No. 

,I 

2 

3 

4 

S 

, 
7 

"The Advance Licensing Committee is an inter-departmental 
Committee consisting of representatives from various De-
partmcnts!Auihnrities concerned with technical, imple-
mentation and financial aspects of Advance Licensing 
Scheme. Out of the two advance licences is!lued to Mls 
Bharat Export Corporation, Bombay, only one licence 
dated 27-1-1981 was issued on the recommendations of 
Advance Licensing Committee consisting of the follow-
iq:J 

Name. Dcsiption 

---------
Sh. A. Ramachandran Export Commissioner--

Chairman 

Sb. K.. Vishwanathan Director (DBK.) Mlo Finance, 
Member 

Sb. I. R. Madan . 0)'. eAA leA, MIa Finance, 
(Deptt. of Economic Affairs) 
Mcmbrr 

Sh. D.O. Patwardhan" Dewlopmcnt Officer, DGrD, 
Member 

Dr. D.R. Chawla Dewlopment OfIiccr, DGTD, 
Member 

Sb. A. L. Anand ny. Director (EP) 
0/0 DC (SSI)-'Mcmbcr 

Sb. U. S. Rawat Dy. Chief Controller oflmports &. Exports 
0/0 eel &. E, Member 

Out of' the above mentioned oftlciaIs SISbri A. Ramachandran, 
D.O. Patwardhan and U.S. Rawat have since retired. 

The subeequent licence was issued by the Dlo Jt. Chief Con-
troller of Imports & Exports. Bombay on a 'Repeat Basis" 
The oftIccrs who CODSiciered. grant of the second licence 

lie • UDdIr.'-
(1) Shri P. M. A. Hakeem-IAS-JT. CCI&E 
(2)Sbrl O. R. Nair-Dy. CCI&E 

Both the above mentioned oftlcials are still in service. 
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As already explained, the Advance Licensing Committee 
em .. of representatives of various Deptts. concerned 
with various aspects of the scheme. The person-who 
holds the particular post in the concerned department 
a~to ati all  becomes the memberlChairman of the Com-
mittee and serves on it till such time he holds that parti-
cular post. At times, the representatives of the official 
members may attend the Committee's meeting on their 
behalf." 

30. Commenting on the case under examination the Chief Con-
troller of Imports and Exports stated during evidence: 

"1 would cerlainly admit that in the initial ~ of the scheme 
there were certain gaps and certain loopholes which were 
taken advantage of by some unscrupulous persons. An 
attempt was made in the subsequent years to plug these 
loopholes." 

3 J. Tht' Committer. pointed out that the Duty Exemption Entit1e-
ment Scheme was introduced in 1976 and the case under examina-
tion happened in the year 1983. Asked how could it be regarded as 
a loophole in the initial years, the Chief Controller of Imports and 
Exports stated in evidence: 

"This was altogether a new line of activity and it took the 
Government some time to find the loopholes and plug 
-them .... I would confess that there were certain loop-
holes." 

32. ~e  hsked to elaborate thOse loopholes with reference to 
the case under examination, the Ministry of Commerce (Office of 
the CCI&E) in a note furnished: 

"The loophole.:; in the Advance Licensing Scheme as it was 
then of which the finn in this case took benefit, were 
non-stipulation of the requirement for production of 
Central Excise Certificate of the supporting manufac-
turer and an unrealistic bank guarantee condition which 
provided for complete waiver of the bank guarantee and 
acceptance of legal agreement in cases where the 
value of the advance licence issued was Rs. S lakhs or 
above wbether the applicant was a Merchant-Exporter 
or n Manufacturer-Exporter or Rs. 2S laths or above 
in the case of Manufacturer-Exporters in the Small 

~ . -'r Scale Sector etc. vide para 78 ( 11) of the Hand book 
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19ts1-82. It may, however, be added that as an ~ 
precautionary measwe the ~t. CCl&E; aombay did 
take a Bank Guarantee agaiQst t ~ . secpnd advance 
licence although the policy did not o ~ e for the 
same." 

Issue of sub ... equent licences without checking progress 01 earlier 
licences 

33. In the case under examination, the first licence was issued 
in January 1981 and the second one was issued in June 1981. The 
'Committee desjred to know, whether, while granting the, second 
licence the Advance Licensing ~o ittee examined the progress of 
fulfilment of export obligation in 'respect of the first licence. The 
Mmi<;try of Finance (D.:partIJ1<:nt of Revenue) in a note furnished to 
the Committee stated: 

"Whereas the first Advance Licence was issued by the Ad-
vance Licensing Committee, the second was issued by 
the port office i.e., Joint Chief Controller of lmports 
and EXPOlts, Bombay on a repeat basis in terms of the 
o i~io  laid down in the Appendix 19 of the relevant 
Import policy. As per the policy provisions, there was 
no restriction on grant of subsequent licences against fresh 
export orders, even though the export obligation under 
earlier advance licences may be outstanding so long 3S 
the exporter had not been declared as defluIter." 

34. When enquired about the special considerations for having 
issued a subsequent licence involving bulk quantity, the ~i i t  of 
Finance (Department of Revenue) replied: 

"The quantum of imports allowed under the advance licences 
was related to the extent of export orders produced by 
the applicant." ' 

35. The Committee asked whether it was not incumbent on the 
licensing authority to watch the progress of fulfibnent of the export 
obligation towards the earlier licences issued before grant of second 
_anee licence on a repeat basis. In a Dote furnished after evidence, 
the Ministry of Commerce (Office oftbe CCI and E) stated: 

"As per the instructions prescribing' at the t.in)e these two 
licences were issued" the firm could not be deoied an 
advance licence due to ~ ouptandinl ~ o t obligation 
against the earlier advance licences. 'I'herriore, it was 

\ ,. 
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not incumbent on the Licensing Authority to watch the 
progress. 01' fuUilment ot expon ooliption towards the 
earlier licences issued8>efore grant of second advance 
licence on a repeat basiS. As the expon obligation 
period commences from the date 6f clearance of the first 
consignment of import, the period of fulfilment of export 
oblisation prescribed in respect of earlier advance licence 
which was iMued nearly 5 months before the grant of 
the second licence on a repeat basis, had not expired 
and therefore, there was hardly any case to scrutinise 
the progress of {ulfiJrnent of export obligation against. 
the licence before issuing the second licence on a repeat 
basis. However, it may also be mentioned in this regard 
that where an applicant had obtained several advance 
licences and the expon obligation had Dot been dis-
charged beyond a reasonable period, the licensing autho-
,rities may exercise their discretion in denying further 
advance licences. As the case of said firm did not fall 
even under that categortY, the action taken by the licens-
ing authorities to grant second advance licence on repeat 
basis as the prevailing policy provisions a ~a  to be 

in order." 

Delay In the fulfilment· of £'xport obligation 

36. The Committee pointed out that the party in the present 
case was issued advance licences in January and June, 1981 whereas 
. export was sought to be effected only in February, 1983. When 
asked about the' time-limit within which the firm was required to 
export, the Additional Secretary, i i ~. of Finance (Department of 
Revenue) stated in evidence: 

"The condition w.as six months from the first importation .... 
. . . . . . . . The first import was somewhere in December, 
1981. ........... He could not import earlier ..... . 
. . . . . . . . . . . . The date of export was upto 15-6-82." 

37. When asked to ~ lai  about the delay in export from 15 
June, 1982 to February, 1983, the Chief Controller of Imports and 

Exportc; stated in evidence: 

"Normally, the practice at that time was that if the exporter 
submitted his request with. some genuine difficulties for 
which he had not been able to export, the time of export 

was generally extended;" 
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38. The witness, however, added: 

"Extension should be g!ven for sound aDd puiae reuoas 
only." • 

39. Explaining the position fw'th«. the Ministry ~ Commerce 
(Olice of the eel and E) in a note fumisbed after eVldcace atated: 

"Advance Licences entitling the exporters for duty cxanption 
benefits on imported material are always with export 
obligatioll. The firms are given an initial export obliga-
tion period of 6 months (at that time) commencing from 
the date of 1irst clearance of imported material. Any 
further extension in the export obligation period is re-
quired to be granted keeping in view valid reasons for 
its l1on-fulfilment. In this case the firm contended that 
they could not fulfil their export obligation during the 
initial validity of export obligation period because of 
the strike in the Textile Mills in Bombay. As the rea-
. son given by the firm was a publicly known fact and that 
the export item was a .textile product, it was con-
sidered a genuine ground and the extension in B.O. 
period was granted. As already mentioned, the extension 
in E. O. period in respect of every case is being consi-
dered keeping in view the merj.ts of each case. Such 
extensions are not being allowed in a routine manner.· 
Currently under Para 23 of App. 19 of the Policy 
1985-88, Extension for a period of· 3 months can be 
given only by the Regional Advance ticensing Commit-
tees. Further extensions are to be given only by the 
ALC at Head Quarters. Guidelines for the grant of 

such extension have also been given to the Regional 
Offices. " 

Utilisation of materials imported under DEEC Scheme 
40. The Committee desired to know whether the Duty Exemption 

Bittitlement Scheme contemplated verification of the actual utilisation 
of imported materials by the officers of CCI and B. The Ministry 
cI Finance (Department of Revenue) in a note stated: 

"The Advance Licensing Scheme does not contemplate the 
verification of the actual utilisation of the imported ma-
terials by the officers of the CCLtE as a matter of COUrK. 
The Import-Export Policy Volume I now provides 
(ander para 29 of Appendix 19) for automatic peIlal 
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actio. which enviaales paylDClDt of CUitomi dutias, iDle-
reat then:on, etc. within a stipulated timo-frame. 

41. On being asked how it was allured that tho imported mate-
rials were not utilised domestically by the impor'ters, the Qief 
Controller of Imports and Exports stated in evidence: 

"The value addition is determiDcd by the Advance Liaomsing 
Committee. It is ,enerally not less than 33 per cent 
In any case we take care. Apart from the value addi-
tion, we alSIo fix quantitative norms, so as to easum tIaat 
the quantum of goods what go out o~late  to what lias 
boeo imported." 

42. In reply to a question of the Committee, the Ministry 01 
Finance (Departnlt:nt of Revenue) stated that in the case under eo-
mination, the imported polyester fibre was sold by the importer to 
tile following parties: 

1. Silver Cotton Mills Limited., Ahmedabad 

2. Bindal Textile Mills, Katnbhath 

3. Nav3sari Cotton and Silk Mills Limited 

4. Sona Textiles 

!Ii. Simplex Mills Ltd., Ahmedabad 

6. Ruby Mills, Bombay 

7. Dawn Mills, Bombay 

8. Bhuruch Textile Mills, Bhuruch 

9. Arunoday Mills, Morvi 

10. Maheswari· Textiles Mills Limited, Ahmedabad 

11. Vinod Textile Mills Limited 

12. C. H. Sales Corporation (Division of Gujarat Spinning 
Mills Limited, Gujarat) 

13. Gujarat Spinning Mills Ltd. 

14. Ahmedabad Advance Mills Limited, Ahmedabad 

15. Elphinston Mills Ltd., Bombay 

16. Arivind Mills Ltd., AhmedaQad 

17. New Cberoot Mills, Ahmedabad 

18. Standard Mills, Ahmedabad 

19. Nun Mills, Ahmedabad 
20. The Raisahed Rekhchand MiUs 
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43. When asked to indicatt the action taken against them, if any. 

the MiDistry replied in a note: . 

''No action has been taken by Customs agwnst these pur-

chasers. The fibre sold was not available as it could, 

have heen seized. However, the sale proceeds in two 

cases amounting to Rs. 12 tuhs (approximately) due 

by two parties to Shri Rupani have been frozen by the 

Custom. House and steps being taken for there recovery,'· 

ExcllAfion of sensitive items from the purview 0/ DEEC Scheme 

44. TIle Committee de3ired to know about the availability of 

polyester fibre from indigenous production and imports during the 

years 1980-81 ·to 1983-84. The Ministry of Finance (Department 

of Revenue) furnished the details as follows: 

Yoar 

1980-81 

1981-82 

198.2-83 • 

1983-84 • 

lndig:n:lus lm,xts 
Pr:lduction 

(000) Tonnes 

22-0 4·3 

28-9 3·2 

25'0 6'S 

27·2 10'0 

THai InJigmJu> Im?Orl5 as 
Avtihbility Proouction prce'ltaF 

:li p-rcelltaae of :otal 
of total availability 
av:tihbility 

26·3 ::l3·6 16·4 

32·1 9(HIO 10·00 

32'4 79'9 20' J 

37'2 73· J 26'9 

45. When enquired about the c.Lf. price of the imported polyester 

.fibre and. the ruling price in India during the time when the party 

lDlported m the present case, the Ministry of Finance (Departme
nt 

of Revenue) in a note furnished after evidence stated: 

"The d.!. price of importedi ployester fibre at Bombay at 

material time was Rs. 13 per kg. (approx.) and the ruling 

price in the market was Rs. 80 per kg. (approx.)" 

46. Referring to the fall in indigenous production of polyester 

fibre during the years 1982-83 and 1983-84 compared to 19R 1-82 

the COJDInittee pointed out that easy availability of imported: o e ~ 
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fibre through Duty Exemption Entitlement Scheme might result in the 
importer's tem.ptation to SC'1l the scarce materials at a premium. in 
local market instead of fultilling the export obligation. The Com-
mittee asked whether the Ministry of Commerce would consider it as 
a policy matter not to include the scarce taw materialS notified under 
the Duty Exemption Entitlement Certificate Scheme whenever lUCIa 
materials are not available in sufficient quantity in any financial year 
due to fall in the production indigenously in that year. The Ministry 
of Commerce (Office of the cel and E) in a note furnished after 
evidence stated: 

"Wh,ile allowing import of the items factors such as its 
availability and the premium it commands in the local-
market are also kept in view. Whenever it is felt that the 
availability of an item has become scarce and it has 
started commanding a premium in the local market, 
such an item is declared as a sensitive one and measures 
are taken to safeguard the interests of the Government 
by taking meas"ures such as restricting their 'import and 
export only through specified Sea ports and Air Ports, 
bringing them under special bank guarantee condition 
and through checking at the time of their import and 
re-export in the finished form. Specific conditions are 
laid down in this regard. while allowing the import of 
~ t eti  wastelpolyester waste!po)yester fibre aJld export 
of end product made of synthetic a tel ol e te - a~tel 
poJyster fibra These condit.ions were decicfedl by the 
Advance Licensing Committee in its meeting No. 3 J /85 
held on 21-12-1984. Subsequently, the item poJyester 
fibre was incJuded within the purview of the above con-
ditions as per the decision taken bv the Committee in 
its meeting -No. 32185 held on 29-12"-1984." 

47. In this conile'cHon. the Secretary, Ministry of Finance (Depart-
ment of Revenue) stated during evidence as follows: 

"In fact, We have written to the Commerce i i ~ express-
ing our views on the whole advance licence scheme. As 
far as it relates to some sensitive items where the margin 
in selling it here is very high, we want that in such cases 
either the scheme should be dropped or a great amount 
'of check should! be done on the parties who are allowed 
to import ..... ' ... We also want that the bank guarantef 
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should be there. In the new policy 1985-88. a IUID-
bor . ct improvements have been made, but we have ..... 
gested eVen a stronger action," 

48. Enumerating the conditions imposed for importing seasitiw 
items, the Chief Controllor of Imports and Exports stated duriDa 
evidence: 

"For .sensitive items, particularly synthetic fibre waste, we 
have imposed seven conditions. The import should be 
allowed on neHo-net basis. There should be ~ tio  

of bond backed by bank guarantee for lOOper cent 
customs duty leviable or SO per cent of the c.i.f. value 
whichever is higher. The office concerned will write 
to the concerned Collectorate of Customs to make a 
hundred per cent, 'thorough, checking in aU case!' c:f 
imports, synthetic waste, polyester waste, polyester fibre. 
and export of end-products made of synthetic waste, etc. 
The oflice concerned will issue the licence after verifying 
the genuineness of the export order through our Embassy 
or High Commission. The licensing authority will issue 
Chc lice-Dee after verification from the Teact:ilc C.orn-

missioner that the applicant has the requisite machinery 
capable of converting the synthetic waste, polyester 
waste, polyester fibre etc., into the resultant product. 
In the description of export product it should be clearly 
mentioned that it will be made out of the synthetic waste, 
ol e~  waste, polyester fibre, etc. The type of syn-
thetic waste to be allowed, that is, nylon, polyestcu", 
acrylic, etc., specified in the licence should· be correla-
tive with the end-product. Thiese are Some of the deci-
!,lons which have been taken by the Advance Licen.'iing 
Committee." . 

49. The Secretary, Ministry d Finance (Department of R.eveouel 
further added: . . 

-rhis new order of 1985, which was circlilated provides that 
when the export obligation is being fulfilled jn .the cue 
of sensitive items, there will be lOOper cent check." 
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50. In Paragraph 1.109 of their 2301b R.cpon (Smmth IAk 
SabIIa) tho Public Accounts Committee had rernmmended as foIIon: 

"The Committee further feCOOlmend that GovemmeDt should 
CODIider tho feaaibility of omitting such items  from 
the purview m the Duty Exemption Schtme where the 
duty incidenco is very high or where there is a high mar-
ket premium OIl the materials so as to minimise the 
chances of the abuse of the scheme. Alternatively at 
least levy of a minimum penalty equal .to the premium 
in the Indian market may be made obligatory." 

S 1. Both the Ministries of FiDance (Department of Revenue) and 
Commerce in t!leir action taken notes maintained. that it was not 
feasible in the interest of export promotion to omit sucb items from 
the purview of the Scheme. The Committee, however, did not accept 
the reply and reiterated their recommendation in the relevant. ~ tio  

'Taken Report (Para l.18-37th Report-Eighth Lot Sabha). 

Ltlp.rcs in Customs Control 

52. The Committee desired to know the names of fqreign sup-
pliers of polyester fibre in the case under examination. The ~ 
try of Finance (Department of Revenue) furnished the following 
. details: 

(i) Mis. Greenland Corporation. Post Box No. 589, Central -
Osaka, JAPAN. 

(ii) MIs. Pen Fibres Sdn., Berbad, Penang, MALAYASIA. 

(iii) Mis. Otoman & Co. Ltd., Osaka, JAPAN. 
53. In reply to a question, the Ministry of Finance (Department 

·of Revenue) ~ t e  stated that the importer of polyester yam ble ~

ed) in Hong Kong to ,,",bom the goods CODVel'ed by the five i ~ 

biDs were consigned was Radha Kishoo &ICo· S. K. Ltd., Hong Kong. 

54. The Ministry, however, added: 

"In the Advance Licence Application. Mis. Texpo Unique, 
Hong Kong was indicated to be the importer of o~ 

yar (blended)". 

55. The Committee desired to know whether the Advance Liccn-
-sing Committee had enquired about the change in tho naine of the 
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consipeC?, and the reasons therefor. The Ministry of Finance (Depart--
. ment of Revenue) in a note furniabcd after evidence stated: 

"The Advance Licensing Committcc is only a recommenda-
tmy authority for iss,ue of Advance Licence. 1be enforce-. 
ment agency is the Port Licensing authotity which is res-
ponsible for implementing the Duty Exemption Scheme., 
-1be change in the name of the consignee was not brought 
to the notice of the Licensing authorities also." 

56. Asked whether the Customs Department had detected from 
the Shipping bills that the goods were being exported to a firm other 
than the one mentioned in the Duty Exemption Entitlement Certifi-
cate, the Ministry of Finance (Department of Revenue) in a note 
~lie  

"It is reported by the Customs House that even the difference 
in the o ~ ee  name was noted at the time of passing 
of the !ihipping bill. However, since the expc;wters had 
agreed to get the consignee's name amended, the ship-
ping bill was processed in the Custom House Provisional-
ly pending production of proper amendment from con-
cerned authorities. The endorsement on the shipping bill 
indicated that the goods are consigned to Mis. Radha 
Kishoo through l'expn Unique. 

57. Er.plaining the case further, the Additional Secretary, Minis-
try of Finance (Department of Revenue) stated in evidence: 

"He does not bring the advance licence, he brings the DEEC 
Book. The book does not indicate the consignee's name. 
The advance 1kence only indicate the consignee's a e. ~ 

58. On being asked how in the absence of the consignee's name 
in the DEEC Book, it was ensured that the exports were made t~ 

the same party as indicated in the advance licence. the Ministry of 
Finance (Department of Revenue) in a note furnished after evidence 

stated: 

''The emphasis under the DEEC Scheme is for discharge of 
certain e ~e  amount of export obligation (b8 export-
ing the rCSoultant product as mentioned in the DEEC 
BO()k) in a stipulated time schedule for particular quan-
tum and value of duty free imports of raw materials ,com--
ponents etc. (as indicated in the aforesaid' DEBC Book)., 
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Under the lcgular ~ o t promotion programme. IlU spe-
cific consignee is stipulated; it is only where the export , 
is against a specified contract that the advance licence 
also specifies the name of the consignee which can be 
suitably got amended by approaching authorities, if ne-
cessary. At the time of finalisation and making of the 
firial endorsements in the DEBC Book the shipping bills 
are matched by the Custom House with the relevant 
do.::uillents 'viz. advance licence, DEBe, contracts, etc. 
to Cll!iUre that only such shipments are included and 
counted towards discharge of export obligation which 
fuUil nIl the specified conditions." 

59. Tbe Committee pointed out that the shipping bills for the 
export of misdeclared consignments of polyester blended yam, were 
passed by the CU'.itom authorities and 558 cases of these had entered 
the docks. They wanted to know whether those export consignments 
were not b ~ . te  to testing of samples and if so, how 558 cases 
of cotton yarn o{ 50 kgs. each instead 150 kgs. of polyester blended 
yarn were allowed to enter the docks. In reply, the Ministry of 
Finance(Deparbnent of Revenue) in a note stated as follows:-

"'The entry of goods meant for export into the docks in 
Bombay is allowed by the Bombay Port Trust in con-
sultation with the Steamer Agents and the Customer clear-
ance at that stage is not required. However, before tbe 
goods can be loaded on board for shipment these have 
to be ~~e te  for examination to the Customs staff 
posted in the docks. when representative samples are also 
drawn where required. The entry into the docks is, 
therefore, not subject to pretesting of representative sam-
ple or prior weigbment of the goods. The goods are 
a .~  r or shipl1lent by the appraising staff posted in the 
docks  after tes,t check: of a percentage of ~ a e  (for 
wcight!spccifications etc.) and drawing of sample ( s) if 
required. In this case, it was revealed, on inveStigations 
by the C. I . U. staff who checked the consignment on 
iofonnatioiJ (before its loadiri.g), that there was no pro-
per cx.tmination of the goods 'ad even iX a ~  on 
,the part or .t¥ co.noemed ~ ai e  ,anf;l &,ammcr, but 
. ~e goods. ~ .been passed for shipmM,t. :rhe5e ()ftlccr,; 
. ,.were munediately placed under suspe.nsion." 
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60. The Committee enquired about the system of taking samples 
its transmission, custody and examination in the Customs Depart-
ment. The Ministry of Finance (Depanment of Revenue) in a nOle 
furnished after evidence stated: 

"Drawal of samples, wherever required, is ordered on the 
relevant copies of the shipping bills and is drawn by the 
shed !It aft (posted in Docks) after the export goods are 
carted into the Docks and examined. The fact of drawal 
of samples is recorded on the shipping bill alongwitb 
the details of examination carried out. Tbe sample (in 
requisite number is drawn in the presence of the Shed 
Appraiser and Exportec or his clearing Agent and hand-
ed over to the Examining Officer for scaling and safe 
custody tiiI it is delivered to the Gate officer," in case of 
&amples drawn outside office hours or to the official, for 
onward transmission to Deputy Chief Chemist through 
Exp<X1 Department in the Custom House. 

61. When asked about the officers on whom responsibility was" 
east to deal with all the acts and activities regarding examination of 
the shipping bills for exports under Duty Exemption Entitlement Cer-
tificate Scheme, the Ministr,y of Finance (Department of Revenue) 
in a note replied: 

''The Shed Appraiser in the DockslAir Cargo Complex is res-
ponsible for examining the DEEC goods and endorsing 
the examination report on the shipping bill. He makes 
an entry in Part-F of the DEEC after passing the Shipping 
BiU. Where there is any shortage or excesS, Assistant 
Collector in DockslAir Cargo Complex is to counter-
check the consignment and countersign the DEBe entry. 
The Shed Appraiser is generally assisted by an Examiner 
in the examination of goods. 

62. On being a ~ whether the Appraiser could pass on the 
rnpoD§imuty to the examiner, the Ministry in a note replied: 

"'The Appraiser is primarily responsible for examination of 
such consignments. However, in case of exigency of 
work examination can be dooe by examiner under super-
vision of" Appraiser." 

63. The Committee asked whether it was not the direct reapoa.: 
libDity of the Appraiser to examine the CODSignftlent aDd verify him-
self by drawing the samples that the goodsexpDl'tled conformed til 
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t ~ description as i ~  in the Shipping bills. In reply, the Ministry 
oJ FiDance (Department of Revenue) in their note stated as follows: 

o ~ the practice is that the samples drawn in the pre-
sence of Shed Appraiser who is ultimately ~ o ible for 
allowing The shipment after being satisfied that the goods 

J conform to the description as given in the shipping bills 
and representative sample is drawn for test. 

64. In reply to a pointed question of the Committee, the Ministry 
of Finance (Department of Revenue) in a note furnished after evidence 
stated that in this case, the shed appraiser failed to carry out his res-

ponsibility. •. J. ":.'; 

65. The Committee wanted to know t ~ action taken against Cus-
toms officials who were found to have colluded with the exporter. In 
a note furnished after evidence, the Ministry of Finance (Department 
of Revenue) stated: 

'·Two officers of the Department, i.e., Shri B. I. Abraham, 
Appraiser and Sbri M. R. Hingmire, Examiner (since re-
tired) were found to be involved colluding with the ex-
porter in his attempt of fraudulent exports. Both of them 
were suspended immediately after the fraud came to ligbt. 
in the departmental adjudication proceedings initiated 
against Sbri Rupani and others, they were also included 
and penalised by the adjudicating officer. Personalpenal-
ties of Rs. 10,0001-aDd Rs. J ,0001-, respectively, were 
imposed on Shri Abraham and Shri Hingmire. 

Both, Shri Abraham and Shri Hingmire were arrested a1ong-
with Shri Rupani and others and their proeecutioo is in 
pogress in the Court of Additional Chief Metropolitan 
Magistrate at Bombay. Sbri Abraham was also detained 
under COFEPOSA along with Shri Rupani on 24-8-83. 
He was, however. released by the Court on 16-12·83 OIl 
technical grounds that copies of the test reports were Dot 
supplied to the detenu. He was also detained under 
COFEPOSA on 1-2-84, along with Shri Rupani, but this 
order was revoked by the State Government on 5-4-84 as 
the Advisory BoaId was of the opinion that there was DO 
sufficient cause for deteDtioo." 
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Action taken against clearing agent 

66. The Committee wanted to know the action taken agamst the 
Customs House clearing agent for bringing twenty pre-arranged sam-
ples for testing it as representative samples from the consignments ex-
ported. The Ministry of Finance (Department of Revenue) in a note 
fur.Dished after evidence replied: 

"Custom House Clearing Agent's Licence was suspended as a 
result of this case. The Manager, Shri Rasik Shah is 
being prosecuted.: He and his clerk have also been 
Penalised by the Additional Collector (Penalty of 
Rs. 5,0001-on Shri Shah and Rs. 1,000!-each on the 
clerk and to Clearing Agent firm) in the departmental pro-
ceedings· initiated against Shrj Rupani and other." 

Bona{uJes and relationship of consignee 

67. The Committee wanted to know whether the departmental in-
vestigation could establish any connection or relationship between Mis. 
Sharat Export Corporation and the Hong Kong firms and collusion 
of the foreign buyer with the Indian exporter, if any. The Ministry of 
Finance (Department of Revenue) in· a note furnished after evidence 
replied: . 

"Acquaintance between Shri 1. B. Rupani and Shri Gobind 
Rup Chand Khemany, a Director and the major share-
holder of Radha Kisboo and Company Limited., Hong 
Kong is only established. 'The possibility of Shri N. 1. 
Avlani a Gujarati business-man and owner of Mis. Tex-
plunique; a general import-export firm of H01lg Kong 
knowing Sbri Rupani well is also not ruled out. How-
ever, investigations made by the Department have not 
established any o e ~io  or relationshil> between Bharat 
Export Corporation and the two firms of Hong Kong." 

68. Asked whether the bonafied of MIs. Radba Kishoo and Co. 
S. K. Ltd. Hong Kong were investigated, the Ministry of }<'inanee 
(Department of Revenue) in a note further ~tate  

i'ln:vestigations made abroad indicate that one Shri G. R .. 
e ~  is the proprietor of Mis. Radba Kishoo & Co. 

(JJongkong) Ltd. It appea" that he has entered into • 
contr&ct With Shri ~ l I i to ~ 4.50 toDnes of 
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polyester bIcadec:l yam of 20 COUIlta 8DCI this deal .. 
recommended through a friead of his, ODe Shri DIdia. 
However, there was no written CODtrld but only 'two order 
sheets which were seat by Shri KhemaDy to Bharat Export 
Corporation. It is also relevant that Shri Khemany has 
remitted in advance payments in instalments through his 
bank,Messrs Mercantile Bank Ltd., HOIlgkOllg, during 
the months of December, 191J2 and lanuuy to March 
1983. The total 'amount so traDsferred is US $813,000. 
Investigations also reveal ~t Shri Kbemany has taken 
action to recall 'the last inJtalment transferred by him 
amounting to US $98,000 but no action appears to have 
been taken in respect of the rest of the amOUDt iDVolYed 
(over US $7 lakhs). 

From. these facts, it appears that there is ti~t reuon to 
suspect the bonafides of the above transactioas but tbae 
appear to be no evideace to establish coI1U1iOD of the for-
eign buyer with the Indiu exporter." 

Actltm TMen IlraWt the PtIIfy 

69. At the instance of the Committee the Ministry of Fm8DCe (De-
partment of Revenue) bave furnished the detai1ecl positiOD of abe cue 
ill the following chroDo1ogy: 

PIll1 I-Ikptll1rlWnIIIJ proceedings 

(J) Detection of fraud by the etfIIcon of tbe CentrallDtel1f1eac:o 
Unit, Bomba,. Castoms H01UO. •  •  •  • 

(2) IDYClltiptioas collductrd by C.I.U. 

(3) Issue of Show Cause Notice 

(4) Replies from parties to Show Cause Notice 

25-2-83 to 
1' .... 3 

11).8..83 

26-8-83 to 
21-9-83 

(S) Issue of addendum to the Sbow Cause Notice dated 
20-8-83 2-11-83 

(6) Replies to the addendum to the Show Causo Notice 

(7) Request by Advoc:ltes for cross-examination of witnesses 

(8) Cross examination of it e ~e  (about 2S in aU) , 

(9) Final written submissions made on behalt' of dilfertnt persons 
involved 

2540 LS-3 

·3-11-83 to 
6-3-84 

J7-5-84 to 
16-6-84 

22-6-84 to 
15-9-84 

26-9-84 to 
7-6-85 
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(10) Onbr -iD-Oril;.aal iwR QD. .~. 
. (PodatllSt positiOn. pleaSe sei Para 7'7) 

1'''' H -P!NmI'-~. 
(I) . .Qato or.fIljaa or c:.oaapIaina with Chief M;fUopolitan 
Jllqistrate 

Q) .Da&o or boariQa .... but postpOIIIIId • 

•  • 
(por latalt ~tio  please sec Pafa 77) 

,. Uir .~ 1IdioII. 

11+85 

a.3-8S 

1l-+8S, 
29-4-85, 
1).5-85, 
)·7-85, 
!J.8.85, 
5-9-85 

20-12-85 

AJ reguds certificate action for ttcovery of duty, it was started 
on 20-8-85. Attachment action was ordered on 9·9-85 
Sbri Rupani filed a writ petition in Bombay Higb Court 
on 14-9,.85 which was. admitted on 7-10-85, but no 
injUnt.Lion was ~ te . for stay of recovery proceedings. 
An appeal was immediately filed by Shri Rupani before 
Division Bench for obtaining Stay against recovery pro-
ceedings. Court directed· the deptt. to issue fresh notice 
aDd after considering his reply and granting him beariDg, 
to issue an appeUable order. Accotdingly fresh notice. 
demanding the duty (of over Rs. 2 crores) bas been issued 
on 6-11·85. (For latest pQSition, please see Para 77 _ 
78) . 

.Pan lV-ACtion uftCler COFEPOSA 

Sbri RDpeDi was also detained under COFEPOSA twico--first 
time OIl Z4-8-83 and again on 1-284. The' first c:lctention order was, act 
aside by the Bombay High 'Court on 16-12-83 and secoad detention 
order wat IeWkcd by the Advisory Board on 5-4-85. 

lklDy in launch in, proIecutioll procudin,s 

70. The Committee pointed out that the irregularity was detected 
OIl 24 February, 1983 and it took more than two years for launching 
prosecution against the party. Wben asked to e~ la  for the delay 
in initiating prosecution proceedings, the Secretary, Ministry of Fin-
ance (Department of Revenue) stated in evidence: 

MJiefore that. there was investigation. Investigation was con-
ducted for about six months. The show-cause I10tice wu 
issued on 20-8·83 and in the replies from. the parties 
received between August and ~te be  1983. After that 
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ll!CJ., for a deteDce for cross examination of witDelses 
wu made Departmental prO'W'AinpalsO COIltinued 
in the mean time. So, it went on like that." 

( 

71. On being asked why a case was Dot launcbed jmmeQiately 
~ .la.  wheD the party was caught mt-handed, the wi .. 
~  

"It wiD It ill take two years to complete the cue. I am going 
to write to the Chief ~  because 1 adjournments 
haye bec:m given one after, tho other. So, we will engage 
a big lawyer." 

72, Boquired about the stand taken by the party in the depart-
.. tal pfQCeedings,-tbe AdditionS) secretary, Ministry of Finance (De-
partmaat of. Revenue) stated:' , 

"The general stand that was taken by him originally before 
the investigating officer was that he ac4nitted the mis-
takes. He also said that he had o ~ abrQad and made 
arrangements. That was tbe confession made before the 
departmental officer .. 

But subsequently, at the time of show..cause notice, he started 
denying all the statements. He retracted from his earlier 
statements. However,  the adjudicating authority relied 
upon the original tate e t~ ........ He bas denied all 
the charges in reply to the Show Cause Notice and then 
he has asked for cross-examination of a large nunlher of 
witnesses at the time of adj1!dication". 

73. The Commiu.ee desired. to know the grounds on which 
COfEP,QSA action against the a ~ '1'lCrC set. aside. In a note fur-
..... ¢ ~  evidence, the Ministry of Finance (DepertIaent of Rev-
~~ statt4 u. follows: 

"Sbri 1. B. Rupani was detained under COFEPOSA twice-
first on 24-8-83 and then again on 1-2-84. The fint 
detention order was contested by Sbri Rupani by ili ~ a 
writ petition. The main plea W8!! that he a~ not ~ lie  

copies of various test reports relied upon by the depart-
ment and it amounted to non-communication . of the 
grounds for detention to afford the detenu with opport-
unity to make effective representation. Though this was 
stronsrlv contested by the· department as other relevant 
material had been made available. the Court took a very 
technical and strict view and held that nori-fumishng of 
'C(1)ie'l of the test reoorts vitiated the detention order -and 
the same was set aside on 16.12-83. 
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The secoad detention order which was iIsuecl OIl 1-2-84 WII 
revoked by the State Government on 5-4-84 as tile Ad-
visory Board consider that there was DO .dimt cue 
for his detention under COFEPOSA." 

74. When asked to indicate the action taken to n:ctify the loop-
holes which led to the release of the accused, the Ministry of FmBDCe 
(Department of Revenue) in their post-evKtence note stated: 

"Care is DOW being taken to rectif3 that tcdmical flow whic:h 
led to the release of the acused m this cue after his firIt 
detention under COFEPOSA. Copies of the dOCUlDeDts 
relied upon are supplied to the deau. 'Ibis was done 
when the second deteDtioo order in his case, dated, 1-2-84. 
was issued when the copies of the test repor1I WCft aIIo 
supplied to Shri Rupani. However, his deteDtion was 
revoked by the State Government as the Advisory Boanl 
took the view that there was DO suflicieDt cause for 
detention." 

75. Enumerating the charges made against and the stand takeD 
by the party in the adjudication proceedings, the Ministry of FJDaDCe 
(Department of Revenue) in a note fwD.isbed after evideDce stated 
as follows: 

"Tbo main charge iD tho adjudication proceedings was that tile 
1000 cases entered for export on behalf of Mis Bhant 
~ o t Corporation UDder cx>ver of 5 shipping bills Nos. 
016875, 016876, 016877 all dated 19-2-1913 aDd 
019176 and 019180 both dated 22-2-1983 were c0n-

taining only cotton·· yam as a~.i t the deClared e i~ 

tion in the shipping biDs-Indian synthetic (polyester) 
blended yam (80 per cent polyester, 20 per cent cottoIl). 
The said yam was supposed to have been manufactured 
out. of the polyester fibre imported and cleared from 
duty under two advance licences and two DEBC books 
issued in favour of MIs Bharat Export Corporation. It 
was also alleged in the show cause notice that pre-arrang-
ed 20 samples were drawn which were not at all represen-
tative of the goods and that the weight of the goods was 
rnisdec1ared as 150 MIT, where as the actual weight of 
the contents of the 1000 cases was only 50 MIT. This was 
allegedly done to off-set 120 M!T of his export obligation 
under the DEEC with a view to ultimately defraud Gov-
ernment of huge revenue of over Rs. 7Q.71 lakhs (being 
the amount of customs duty forgone on 120 M.T. of 



31 

po1Jat.cr fibre impOrted aud c1ealed .without payment 
of duty UDder the DEBe Scheme). Tho value of the goods 
was also aUcgedly misdeclared, as the value dccJared in 
the 5 shiPl,ing bills stated to contain polyester blended 
yarn was RI. 38,25,000 where as the value of the cottoo 
yarn actually found packed in the 1000 cases was only 
RI. 12,75,000. As export of cotton yam required a valid. 
export licence ".hich was not produced, this was also con-
sidered to be an attempt of unauthorised export in COD-
travcntioo of the prohibition in force. 

Sbri Rupani retracted from all his earlier statements, denied all 
tho allegations including the fact that the goods seized in 
the Docks were those brought by him for shipment. After 
considering the defence put up by the various parties to 
the show cause notices given in writing as also during 
personal hearing, including the record of personal bearing 
- as discussed in his detailed adjudication order, the 
adjudicating authority held Shri Rupani and others guilty 
of various charges. He confiscated the goods (in 1000 
cases) . absolutely-under section 113(d) and 113(i) of the 
Custcms Act, 19b2 and inter alia imposed personal peaal-
des of RI. 25 lakhs on Shri J. B. Rupani, RI. 5 lakh on 
Mis Bharat Export Corporation 8Dd RI. 1 lath on Sbri 
Bharat J. Rupani, RI. 50001- on Shri Raasik Shah, Mana-
ger of the Oearing Agent firm and RI. 1000\- each on 
the Sbri D. N. Adsual the clerk of the Agent's firm. and 
on the Clearing Agent firm itself". 

76. The Committee enquired about the total amount recoverable 
from tile party and also the extent of recovery. In a note furnished after 
evidence, the Miinstry of Fmance (Department of Revenue) stated: 

''Total duty recoverable on the goods I imported under the 
Duty Exemption Scheme by Mr. J. B. Rupani is 
Ra. 2,06,36,211. Penalty imposed of Sbri J. B. Rupani. 
Prop. of the firm in the departmental proceedings is 
RI. 251- lakhs while another penalty of RI. 5 laths was 
imposed on the firm Mis Bharat Export Corporation and 
Rs. 1 lakh on his son - Mr. Bharat J. Rupani. This penal-
ties are also recoverable. So far no recovery has been 
affected. Shri J. B. Rupani has moved the Bombay High 
Court against recovery proceedings for duty initmted by 
the Custom House. However, three consignments of 
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polyester fibre imported by Shri Rupui wbich were DOt 
cleared when die cux came to liglll In February, ~~  

were detained and the same have been attached UDder 
section 142(1) (bf of the Customs Act, 1962. Total c.i.f. 
value of these goods is RI. 9,39,923 and market value is 
a o ~ Rs. 50 'lakhs. In addition the exporter had 
endorsed on F.D.R. of RI. 10 lakhs in favour of JCCI&E. 
Bombay, which is available for attachmenL Further, depos-
its of the party amounting to about RI. 9 laths in the 
Cenual Bank and amounts of RI. 8 lakha and RI. 4 laths 
e~ e i el  due froin two purchasers of ployester fibre baa 
also been frozen by the Custom Houae. 

Inadidtion to the above asseb, the ccmsigmneDt of 1000 
(,ases ilf cotton yam which hal been conmcated absolute-
ly, is expected ,to yield about Rs. 12.13 lakhs on sak." 

lAlest PMttion 

77. Illdicating the latest position of the ~ I eases agaiDlt the 
party, tile Miidstry of PiDllicc (Department at Revenue) in their Dote 
fublished to abc Committee stated as 'foDows: 

"In so far as' 'Departmental proceedings are concerned, MIs. 
BharatExport Corporation, bave filed an appeal ag:linst 
the 'adjudicat,ion order of the Additional Conector before 
the BOmbay Bench of ~A  aDd alao applied for stay 
of recovery of the penalties imposed by the Addl. Collec-
tOr. The case ~a  been pm,ly belld by CEGAT but DO 
stay orders have been issued so far. 

As for the progress in the prosecution . proceedillp initiated 
On 28-3-85, after 2()..12-85, the case was ~ o e  on 
two further cccassions without bearing on 22.1.86 _ 
5.3.86. Effective hearings started OD 8.4.86 and COD· 
tinued on 21.5.86 ~  17.6.86 when prosecution witnes-
seli .were ~ a i e  in the CQurt, Further hearing of ~
cution ewtence win be taken up during this mODth. 

~  regards the ~ ti i at  action, in pursuance of Bombay 
High Court's order, the case was adjudicated on 23-1-86 
after giving notice to the party and granting personnal he-
aring. Order.in:OrigiiJat was issUed on 24-1·86. 011 
5.2.86, ~I . BharatExport o~ atio  were calted upon 
to deposit. t~~a o t ~ e forthWIth, failing which action 
.~ l  ~ lti~  ~ e  Section 142 of the Customs Act. 
1962. Smce Mls. Bharat Export CoIpOrBtion failed to 
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deposit the dlle8 U demllKled deteutbl.notice Wls issue4 
under section 142(1) (b) of CUstoms Act, 19b2 oa 
20.2.86. Tberealter, on 21-2-86, recovery action WBI 
initiated by writing to the District Collector of Bombay. 
No recovery has yet baen effected ... 

78. The latest position of recovery of the amount from the party' 
as indicated by the Ministry of Fiaance (Department of Revenue) in' 
their note furnished as' follows: 
... 

"The FIXed Deposit Receipt for RI. 10 laths of Mis. Bharat 
Export Corporation isllin lying with JCCI&E, Bombay. 
As far the deposits of RI. 9 Jaths lying in the Central 
Bank of India, Bombay and Rs. 12 Iakhs due to MI_ 
Bharat Export Corporation from two of their purchasers 
of polyester fibre which were frozen by Customs, eIorts are 
being made to realise these amounts from the Bank wu 
well as the 2 purchases. 

A sum of Rs. 23,84,640 was realised by selling in public 
auetion, two consignments of poiyater fibre detained by 
customs, as mcntiOlled in the earlier reply. Action tot 
recovery of penalty of Rs. 2S 1akbs has not progressed as 
the party has appealed to the CEGA T and tb~  -stay peti-
tion is still pending before CBGAT (Bombay :BeJlch)." 

FUI'ther dases of Mis.ues of DEEC Scheme 

79. The Committee desired to know ·wbether the CDstOlDlJ. 
depU. had detected other similar cases of attempted misuse of DutY 
Exemption Entitlement Scheme. The Secretary, MiniStry of Fmanco 
(Department of Revenue) stated in evidence: 

"From Bombay Custom Hous there are 22 cases involjing 
Rs. 10.9 aores of duty. From Madras Custom HOuse 
tbere are 7 cases involving a duty of Rs. 66 a b ~  

80. Asked whether such cases involved ooIy polyester fibre,' the 
witness stated: 

"There are other things also like staiftlels steel, mu1berry raw . 
silk nylon, tetracycline, cassette tapes, polyester" filament. 
polyr.ster fabJic, polyester fibre, acrylic fibre. et ~  



81. D a subsequent note the MHDstry of PiDance· (DepartIIleDt of Revenue) tumt,,*, the fonowtq detII1a In . 
zespect of such major casse: 

51. Ia. Name of tile party 
No. 

BOMBAY CUSTOM HOUSS 

I. Mil RohaD Baa. Pvt. Ltd. VODkatcsh 
Chambers, Bombay 

2. Mis. Oriont Woollon TeKtiIe Bombay 

3. Aditya Mi1Is IIomhIy 

4. on.nt SyDtoa Ltd. 

5. Blwub ToxtiJos Bombay 

MADRAS cvsrOM IIOUI& 

ta~ 
Item of Import AmoaDt of 

cIuIY 

AlastoDtio SCeeI 27,90.000 

RemIrb 

Firm attemPt,d to aPOrt proyiair'aa1lJ • 
UDder DEBe tIIat Baater KialYOI of OidIa'· 
rJ ... 1 in Place of kniwl made of .... ~ ti  

lteel. Show CIUSe DOtico II" by 0Ist0ID 
House. 

0462624 Dt. s.2-82 PoI)tester abre 49.47.300 
003669 (DCM) 5-2-12 

Party dt dam{ a lt~ by JCC1AE IIomIIe)' 
vide order elated 3-3·84 Party aIao It' ... 
ptod to aport other aoods by au ...... 
tioo iDatead of lyatbetic yaJtl ol~ 
10"/0 aDd wool 2r/') Cue ~te  by 
Custom HDase. If'me of Ita. 2.25.0D0l-
aDd peaalty of Ita. 2,40,000/-~ iaIpoa-

009023 cit, 17-12-14 
005215 cSt. 11-10-14 

1110 clt.1S.U-14 

001743 cit. 2O-9-8S 

-do- 30.11,«109 

-do- 40,)8,318 

- .. .~- 3419510 
staplo .... 

ed. 
~  YlJtl made oUt of Iynthetic .. -v. 
A4judicatioo proocedinp i iti~ . Show 
cause notice ilSuccI 011 J4·8·15. Aojudica-
t.ioD order wbich wal luiKd eartier was let 
.. ide by Ifiah Coart for 1JI N-procet cI-i..... . 
Show QUl50 notice issued on 6-&-15. Ad-
judication PrOC& dinas initiated. 

Adju4icatiC'D I'J"t'«fdilll! initilted. Sbow 
causo notice islU.'1l on 20-9-85. 

6. NI,. Sup:'ll' (lllJlIStriaJ Corpo. Ludbiana P/W/2Ml2S cit. 29-S-81.SWDJeaI.tet'1 
_ DEBe OQ2OS5 sbP.f'ts 

26,15.000 'J'ht' aoo4a t,.ruhrd for dpOrt tJuooah 
dectlt· d to be 5.5. vteosill ~ found to 
coataio Bric:b. n. ca.. tlualimd to 
CBI ~ pnlceeo'inp baw also 
boca iDhiated. 

~ 
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82. ID zepIy to aDOther quadoD of the Committee, the MiDiatry of 
PinIDCe (DepartlDeat of Revenue) ill • note fumiIbed after evideacD 
lUted. that the following are some of the important cues noticed COIl--
ceming import of polyester fibrelyam where the export obligation has 
DOt been fulfilled and the polyester fibre!yam imported appeared to 
. have been soki out internally: 

51. Name or tbe Party 
. No. 

1. MIs. Orient Woolens Textile Mills (P) 
Ltd. Bombay 

1. MIs. R.D. Enterprises, Bombay 
3. MIs. i~o  (Exports) Bombay.23 • 

4. MIs. Deluxe andia) BKports, Bombay 

5. MI •. J.T. Exports India, Bombay -. 
6. MIs. LD. Textiles IndllStries Ltd., 
AnkkIsbwar. 

7. MIs. L.D. Textiles ladustries Ltd., 
AnIdeIIlwar . 

Commodity 
imported 

PolJaster Fibre 

Polyester Pil IMIlt YIII'II 

Polyester Filament Yam 

Do. 
Do. 

Man_de fibIe 

8. MIs. Soul Mrl. Corpn. Ludhiana . Polyester FlbrelYara 
9. MIl. Onkar Hosiery Factory, Ludhiana Do. 
10. MIl. Moaarlr. Hosiery Mills, Ludhiaaa Do. 
11. MIs. Dbarmyeodra Hosicry F c:tory, Do. 
Ludhiana 

11. MIl. Deepalr. WooleD Mills, Ludhiana 00. 

AID'lIlBt or 
duty 
iavolwd 

49,47,200 

77,32,2» 

51,75,411 

34,l1,S12 
26,96,423 
62·. Laths 

162'4Iakbs 

42,71,8lO 
24,OS,OOO 
48,35,784 
32,67,S92 

31,36,200 

83. The Committee further drew attention 10 the reports appearillg 
ill some section of newspapers dilclosing certain irregularities UDder 
die DEBe S ~ and involving substantial 8IDOUIlt of duty. Ccm-
DlCDting on the case, the Ministry of Fmance (l)epartmeDt of Revenue) 
ill a note furnished after evidencCI statal: 

"Tbe fraud came to light esseatially as a result of the seizures 
It investigatiODS carried out by Customs (Prewatift) staff 
at Bomaby. In September, 84 the CoUectorate of Customs 
(Prev) Bombay seized 8.5 lakhpieces of audio cassettes 
valued about Rs. 2.24 crores which were awaiting clear-
ance in Bombay Docks. The said consignments were im-
ported by two firms. namo1y. MIs. Shan Metal Pressing 
Works. Bhuj 81ld Mis. SI!ah Industrial CompanY. Bhuj 
against Advance Ucences and D.E.E.C. investigations Ie-
ftaled that the two firms were fton-eDtent and licences 
were received by his representatives. It waa also revealed 
that in the )ear t 9S2 Mis Shah Metal Pressing Works bad 
imported 5,25,000 pieces of audio c&SSCttes and 133 M. T. 
of stainless steel against advance licences. The imported 
materials were sold in the local market in violation of 
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tbe conditions of the liceDces. The·name Of the proprietor 
,of the firms on record is Mohd. Yacubvazir. "HUWMr, it 
'was revealed that Mobd. Abdullah Yusuf, Proprietor of 
Mis. regent International, Bombay was actuatty utiliibi, 
the advance licences and sellhlg the imported goods fB 
the local market. Both the firms were found to be· in 
benami control of this person. 

During the course of further investigations it came to Ught tbat 
another firm M :s. Roseen Exports had imported 10 lakhs 
pieces 0 audio cassettes and 199 M.T. of stainleg steel 
under DEEC in 1982 against Advance Licence. but the 
materials imported, were sold in the local market. The 
firm Mis. Roseen Exportc; was floated by one Shri Khalid 
Badshah, nephew of Mohd. AlxluUah Yusuf. 

It was claimed during. investigation by the importing finns, 
that exports of goods manufactured OUt of the imported 
materials were effected through the Port of Cuddalore on 
12-11-83. However, investigations (including enquiries 
from abroad) revealed that t'rima facie no goods were 
shipped by t i~ firm and the documentary evidence in sup-
port of their claim of having fulfilled the eXl)ort r·bligation 
produced to the Licensing A t o itie~ was fabri=ated with 
the help of various agencies (including the cus!oms staff 
. at CUddaIote). CotIector Customs (Preventive). Bombay 
iDfonned the Licensing Authorities at Delhi lInd Bombay 
abOUt the findings of their invf'Stigations. lCO" E.8om-
bay took up tile matter with the CBI for further investi-
gations, esoecial1y concerning the activities of Mis. Roseen 
Exports, Bombay and other connected fi?'JDS and the ~a e 

are stated to be srin under investigatlons. It is gathered 
. that the role cf the follOWing firms istieiDg investigated 
by the CBI; 

(i) MIs .. Paras Trading Company, Botnbay. 

(ii) MIs. Shah Metal Pressing Works, Bhuj. 
(iii) MIs. Si1va Steel & Aluminium-with offices at 

Bomhayand Baroda. and 

(iv) MIs. Roseen Exports, Bombay. 
CBT is alcro checking the role of the following three 

consignee firms. namely: 

(i) MIs. French Bakery, Kuirla Lumpur. 
(ii) MIs. Shalimar General Trading, Dubai and 

(iii) Mis. Iiltracon&lental Trading Compmy, Singnpur. 
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In addition, Mis. Jhaveri Brotbm, Bombay who appear to 
. be a clearing apotof New Bombay Oar., Sholapur 
(MDharusillra) have also come up under invesbgatiun. 

I AU the original records aDd shipping documents etc. 
• have been tak.en QVer by CBI, Bombay for detailed 

investigations. . 

A case has also been registered by the Madras Branch 
of CBI against Cuddalore customs officials--Shri R. 
Ganeshan, Superintendent; Shri R. Shanmugam, blspec-
tOr and Shri P. A. Ramaswamy . Inspector (Retired)-
for their ~llle e  involvements. These officials have been 
transferred from Cuddalore pending investigation and 
receipt of CBI report. 

Shri Mohd. Yusuf Abdullah, who is .the mastennind behind 
the conspiracy, was arrested by Collectorate of Customs 
(Preventive), BOmbay and his passport has been detain-
ed under the orders of the Bombay High Court. Shri 
N. Murgesan and Shri M. Kasirajan, the concerned 
shippjng agents JPld transport agents respectively, were 
also arrested in Madras in January, 1985. Detention 
orders UDder COFEPOSA have also been issued against 
Mohd. .~  Abdullah and Kbatid Badbsbab. 1bey 

•. " 'are, however, slid to be abscODdiilg. 

Departmental proceedings Under the CUstoms Act, 1962 
have also been initiated (in March 1985) Is regards 
the seizure made by the . COllector of -Customs (Preven-
tive) Bombay. The total duty on cinsignments which 
have already been seized and whiCh had earlier ~ 
e.'<ported. is estimated to be Rs. 2. 95 crores (approxi-
mately)." 

~. of . SeprIf'4te inwa1ligc&titag -ageftCJ/ lOT' ezpcnt lnolancm. 
84. The Cmnmittec asked whether Government would 'consider 

the desirability of creating a separate investigating agency with a view 
to dCafuig with export violation dfect:ively. The Chief Controller 
of ImpOrts and ExpOrlI M*ted in evidence: 

. "Adnrlttedly Sir, the enforcement macbineryof the Commerce 
It Ministry is weak. . Your suggestion in this' regard would 

be considered very seriously." 

85. When asked on what respect it was weak, the Ministry of 
Commerce (Office of the CCI and E) in a note furnished after evi-
dence explaitled:' 

"The' strenRth of" staff deployed for enforcement work is not 
~t to .tiiely cope with 1be increasing volume 
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of YioIatioDS. The eaforameat mrihwy of tho Nt-
Diltry of Cnm"'Cl'CO C8D be said to be weak in tbia 
CODlext only. The MaDagemalt Study Team set up b1 
Gem. for the o1Iice of the CCI A  B is lootma into the. 
structural BDd !OI'PDisatioual aspects of rrc cquisa-~ 
tioD and the question of makjng the aUCJr'CCIIDCIlt ma-
chiDery more effective is also to be considered by the 
MHIl.ljemeat-MIl(6y ~  

86. ID this context. the Secretary, MiniItty of Finance (Depart-
-.at 01. Revcuuo) stated in evidea.ce as follows: 

'-nae Finance MiDistry's Economic InteUipuce Bureau will 
DOW keep aDovecaU view OIl ecoDOIIlic activities of 
various types "'ith regard to UIlderinvoicmglover-
invoicing of exports aDd imports and otber trade related 
to economic oftiences. As a matter of fld, we tab a 
IIarsh view in this regard and we would like mIlD the 
COFBPOSA to be amended 10 U to _ble them to 
catch people who, as a matter of habit. iDdulge in such 
offences." 

87. On being asked whether it would be ensured that the small 
people are DOl unnecessarily harassed aDd that the "big-fish" do ... 
JlOt go ~t- ee  the witDcss repUecl: 

'7he Economic Intelligence Bureau is IDOIJlt specially for 
hi, fish only, Sir·" -1'."'Ie";", up of DEBe Scheme 

88. The Committee desired to bow the steps taken by Govem-
.. t for tightening up of the AdvaDce LkeDsiDg Scheme with a 
.. to plugging the loopboles. The Ministry of Commerce, (Ollce 
c:i die CCI and B) in a DOte fumiIbed after evidalce stated: 

(1) Verification of authenticity of the appIicantlsupportiDg-
manufacturer(fI) ensured with dfect from 1-4-85. Now 
the applicant has to produce a certifiecl copy of the Cen-
tral Excise Licence issued by the coacemed Sllpe-.... 
rintendent of Central . Excise before be is iaued the .., 
licence. In case of exemption under central excise. a 
certificate from the said Superintendent to the eftect that 
the factory has filed a declaratioo UDder the Central 
Excise Law and that this declaration states' that goods 
are m:mufactured by them is to be produced [para 847(3) 
at HIDd Book for 1985-881. 
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(2) Tighteftiftg up of· Bak c:onditiou: 

(I) Bank Guarantee made a li~ e for all esporters 
having Jess than 3 years expor1s to their credit (till 
1983-84, it was two years). 

(ii) Earlier stipulation that no Bank Guaraateo is Decea.-
csary from Jiceac:e holders where the CIP Ya1ue of 
liUDCC exceeds RI. S lakba (Ra. 2. S latbs for SSl 
manufacturer-Exporter) deleted with dfect from 
1-4-1984. 

(iii) Bank Guarantee takm fJom all categcx_ of 
li~ ol e  (excluding Trading 1IouI5) wbcre 
import of sensitive items are inwlved. 

(3) Concept of sensitive items (high premium in die d0mes-
tic market) introduced IDCl bank guarantee of 25 pee 
ceIlt (Customs duty) from cxpartcn haYing more tbaa 
3 years export to their credit aDd lOOper ceat in caae 
of others. 

(4) Value addition criteria raised from 2S per cad to 33 
per OIDt from 1-4-1985. In additiOil to this, biper value 
addition specified for certain aensitive items e.g.. Mal-
berry-Sak, Spun Silk yam. to ab i I I~ Poly-
nta' ,Acrylic fibre 1JI'oclucts, Polyester filament yam, 
.tainless steel pmducts etc. 

(S) Rl."Vahdation of advBDCe licence stopped with drect from 
1-4-J 984, Maximum validity period of 18 JDODths now 
penuitted fGr import. 

,(6) Extension of export obligation now restricted. The 
powen for grant of first extension of 6 mOlltbs eajoJecl 
by the port Licensing Authorities (ICCI & Es) widI-
drawn. 

(7) All extension of export obligation are now being doDe 
for initial validity of 3 months by the Regional Advance 
Licensing Committees and subsequently o~ by the 
Headquartel'8 Advance Licensing Committee. 

(8) Actual users c:mditions made more stringent inasmuch 
as no transfer of imported raw material permitted 
to anyone other than the supporting manufacturer men-
tioned in the DEEC Book with permission of Head-
quarters Advance Licensing Committee only. NormaDy, 
inter-Hcence adjustments are alao not permit1ed. 
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(9) Administfutivclpenal action in cue of default by the 
Advance Licence-holders arc DOW made ~to  as 
per pro'ij5ions of para 29 of Appendix 19(VoL I) 1985-
88. The time limit fixecJ for ~la ati  0( firm as de-
faulter. cancellation of licences etc. 

(10) hyment of interest at the rate of 18 per ceDt on the 
Cu..w11l Duly due from the firm OD the imported inputs 
introduced in Policy with effect from 1-4-1985. Simul-
taDeously. ft'COVery of Customs duty by Customs aulbo--
iti~ tmdcr Section 142 of ~ Customs Act also inCOr'-
~l  in. the-Policy. 

(11) Comprehensive guidelines issued covering all major as-
pects to be fol!owecf by the Advance Licensing Commit-
u..'C and Licensing Authorities while isssuing advance 
licences viz. instalments fOf high value li~ e . COD-

cept of value addition etc. Dormal1y no advance licences 
are issued are still pending for over 2 years. 

l~  ~ o e e t of the Legal ~ i l DOW tightened up 
. as liquidated damages are now recoverable froiD Cash 
.A~ta e payable to the Company under para 6 of 
tap} Agrel'lDent and MMTC and the PEe have along 
with the STe. been made 'Agency' who have been 
entrW'ted with the responsibilitits for exporting the 
resultant product of die defaultcf. 

89. The Committee des!re to know the preventive and procedural 
~ ~ to be initiated to prevent OCCUaalCC of the type 
of t ~~ ~~e  in the ~ under examina.tion at tbc examination 
ItaD ~ copupmeuta in the Docks. The Ministry of FiDanc:e (De-
parlmeiat ~ Revenue) in a note furnished after evidmce stated: 

·'De.tcrreIlt ili ~ action including prosecution against thOle 
found involvrd-whclher exportt"r. clearing agent or de-
partmental oftlcer-i... being taken to prevent and dis-
courage them frOJIl l a i ~ similar attempts in fUlure. 
Supervisory control by the senior officers as regards 
DEBe shipments is being stepped up and at Bombay 
Custom House, it has also been ordered that no examina-
tion or draw&l of samples for export consignments under 
DEEC, carrying sensitive items like stainless steel uten-
sils. rcauymade gannentl. polyester yam. brass artware 
etc. will be: carried out on overtime and bolidays. Board 
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haye al ~ instructed ~ o~ to ""'icct every 
~ o t c01Jsignment under DEBe containiQl sensitive 
raw materials to 25 per ccut-30 per coat examinatioa. 
and in cases of doubt, tho ~a i atio  be increased to 
100 per cent." 

Co-ortllndtlon between Ministries of Finance and Commerce 

90. The Committee wanted to know bow co-ordination was done 
between Ministries of Finunce and Commerce in the administration 
of DEBe 8chcme. The Ministry of Finance (Department of Reve-
Due) i ... a note f&UJlisbe4 after evidence state: 

"Tbough the administration of the Duty Bxemption Scheme 
is ba~i .a  the responsibility of Commerce Ministry, 
necessary steps have been taken and instructions issued 
to onsure proper coordination between the Customs 
authorities and lken!ling authorities. Thus CCI&E has 
decided to prepare quartely statements of the Advance 
Licences i!.sued and also forward copies to the various 
concerned Custom Houses!Collectorates, with a view to 
keeping track of the export obligation against these 
licences. The Cu.lltoms Collectorates . have also been 
instructed to periodically get in touch with ~ concerned 
licensing authorities to update the information 
available in tho Collectorates. Discbarge of export 
obJilIatl(ln is ha,;ically being watched by the concerned 
IicCnsi.ng authority. They initiate action in terms of the 
legal undertakingslbond submitted to them by the licence 
bolder for e. li~atio  of the customs duty wilcrevet' ex-
port obl;f,atioD is not fulfil1ed in the ti ll~te  time. In 
case the licensjng authorities fail to realise the duty, they 
advise customs foe takina. action in terms of section 142 
of the Customs Act, 1962 which is immediately initiated. 
Most Cltstom o~ are also now keeping a watch on 
thc export b i~atio  against various DEECs registered 
with them and keep personal liaison with the concerned 
Jocal JCCJ&E. Bomba,y Custom House immediately 
writes to the licensing authorities after the export obli-
gation perJod has expired in any case to check whether 
any extension has been sought by the licence holder or 
to intiate nCCCss3ty measures for recovery of the customs 
duties. wherever the export obligation is not fuJ1illed. 

Customs authorities have been instruoted to initiate penal I 
prosecution procee4ings under the Customs Act in aU 
. cases where violations are noticed at the time of impora-
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tiOD of the raw matariaJslcompnDentl or at the time of 
the export of finished products II per DEBe. They also 
keep CCLtE informed of an the abuses of the  Advance 
Licencing Scheme which they come across so that furtber 
action could also be initiated by the licensing authorities. 
For cases whcre action has to be intiated for post impor-
tation violations or for obtaining Advance LiccDces 
against falsclforged documents, the action is takeD by 
the licensing authoritiQ; under their law. 

Wherever" frauds of the nature detected in this case come to 
light, other Ilgrncics such as Enforcement Directorate. 
Income Tax Department ctc. are abo informed abOut 
the activities of the allcFci offenders so that they can also 
look into these activjties from their point of vjew. 

91. When asked whetllCl' any suggestioas were made rec:eatly by 
tile Ministry of Fin8DCC to the Ministry of Commerce for tiPteIIiD& 
COIltrol of the DIme Schcme, the Ministry of Fmance (DepartmeDt 
of Revalue) in a note furnished after evideDce replied: 

"'Por further tigbtening of CODtro1 over DEEC bcacficiaries, to 
prevent abuse further suggestions bavc been made to 
Commerce Ministry, which inter alill inc1uded:-

(a) Taking out some sensitive items out of the purview of 
DEBe or restricting them to manufacturers-exporten; 

(b) A more rigourous pre-licensing examination of the 
genuineness, etc. of the applicant; 

(c) Higher Bank guarantee upto 100 per cent. 

(d) Deterrant prompt penal action including prosecution. 

(e) Stricter monitoring of performance of DEEC beneficia-
ries by Port Licensing authorities and extensions to be 
granted in exceptional cases. 

92. Duty Exemption Entitlement Scheme was introdnced in 1976 
as an export promotion measure. Under filiI! S e ~. raw materials 
aad components imported for execution of export orden are exempt. 
ed from levy of customs duty. ResponRibilify fOr eD!mrinR discharge 
of ft90d obl~ bv an ilmporter is entrusted to the Oftice 01 die 
Chief CODtrol1er of Imports and ~ (CCIE). The Importer 
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executes bonds for paymt.'Dt of duty on the imported Item/; In the 
eVfllt of failure to discharge the export obligation. The Customs 
authOrities act as agents of licensing autharides and nuike e ~ 

.. ments in the Duty t;xemption Entitlement Certificates (DEEC) issued 
by the licensing authorities when exports are etfected. The bonds 
lire cancelled b) the licensing authorities on the discharJle of export 
obUgation by the importer. 

93. The operation of the UF,EC Scheme had engaged the attention 
of the Public Accounts Committee ea'rlier also. In their 130th Re-
port (Seventh Lok Sabha), while examining certain cases of irregu-
larities, the Committee had found several shortcomingt; in the admi-
nistration of the DEEC Scheme. Some of the more glaring short-
comings were, absence of proper system of records both at the Oftices 
of the Chief ContloUer of Imports and Export.. and the Customs 
Houses, issue of advSnce licences without proper verification of the 
capacity of the importer to manufacturelexport, grant of extension 
for fulfilment of export obl~tio  in a rather indiltCTiminate manner 
by the CCIE, substitutnon of imported materials in exported prod.cts 
and other malpitactices. failure of the authorities to impose penalties 
for otfences and default... and above all lack of proper coordinattion 

.... between the i ~t ie  of Commerce an(1 Finance. Thl' Audit para-
~ l  under examination deals with yet another case of alleged milt-
uS(' of the Seheme. 

94. The Committee find that a Bo.mbay based merchant-exporter 
"as issued two advaace 6cences in the months of January and lI~ 

1981 respectively for dut:v-free imports of 389 metric tonnes. of 
polyester fibre in tenus of the DEEC Scheme valued at Rs. 55.44 
lakhs. lbe party imported 301 tolbles of polyester fibre valued at 
RI. 41.98 Iakhs between December 1981 8Dd September 1982 aad 
duty amouadng to Rs. 1.06 crores which was leviable was exempted. 
The importer was under obIit=ation to export polyester blended yarn 
as per coaditions o~ the advance ·licence issued lDIer the Scheme. 
Ia February 1983, five l i ~ bills covering export of one thousand 
CIRS, declared to contain· "synthetic (polyester) bleDded yam (88 per 
ceat polyester .... 20 per ceDt cGltoD)", of the declalred f.o.b. value 
of RI. 38.25 Iakhs and weip.t 158 metric toDDes for shipment to 
Hong KODg were ftIed GIl behalf of the exporter at Bombay Cnstoat 
House. However, 0IIi exam_don 01 tIleS58 cases whirh had entered 
the docks on 24 and 25 Fetiruary 1983 by the e t all te~e e 
Unit (CM of the Custom Hoose, Bombay, it was found that they 
COIItaiaed only catton ,... ami aot polyester blended yam, as des-
atbed. TIle ......... 442 lases wIddI were ~ In ftI'foilS ptOWlm 
1ft lite dly 'ftft sallleqently .ae.t by the cm ibid .n the 1,M8 
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cases were foUlld to contain only cotton yam. It was also found thac 
the we .. t 01 the consignment w_ also miadeclared as 150 metric 
tODDes instead of the actual weight of 50 metric tonaes. , 

95. 'I1Ie Committee note that advance licences are i~ e  by the 
(.1Iief . COlitroDer of Imports and Exports on the basis  of the recom-
mentlatioDs made by the Advance e i ~ Committee consisting of 
the representat!ftS ofMinimy of nuance, Ministry 0( Commerce, 
Directorate General of Tecbnical Development, e ~ e t Com-
missioner (Small Scale I l ~ l ie  etc. The Advance Licensing Com-
mittee is required to verify all the facts stated ·in the applkation before 
granting licences to the applicants. Among others, in the case of· a 
mercbant-expOrter as in this cue, the Advance Liceafting Committee 
ha4i to verify the facts relating to the supporting manufacturer as dec-
lared in the application. In tht" present case, the merchant-exporter 
bad indicated the Dames of two factories. ODe situatecl! in Bombay 8ftd 
the other in Ahmedabad. as the supporting maDnfactorers. Ho\\'eve'r. 
investigations cSl!ried out bv the Ministry of FinaDce subsequent to 
the detection of the alleged -fraud revealed that 00tb the units bad by 
then ceased to exist. Evidently, the advance licences were issued 
WIthoDt proper verification of facts. 

96. The Ministries of Finance and Commerce bave maintained 
that prima facie there were no grounds to suspect the J!enuinem><;<; ()f 
the facts stated by" the exporter a4i the appli("8tion for I!I'Rftt of advance 
6cence was accompanied by the requisite e ti l~te  kst.ecI by the 
concerned Export Promotion CcnmcD abollt the i ~ e i~t atio ~ a 
Chartered AccOuntant on the party's pastlperfonnace and a Charter-
ed Eagineer regading the vaHdity of the i ~lIt  required etc. According 
to them, the existence of the factory or otherwise Is not check .. tI as 
a matter of routine except in doubtful ~. During evidence. the 
Chief COntroDer of Imports and Expo1't!Ii. however, admitted that In 
the -'initial" years of the Scheme. there' were cei1ain loopholes width 
were taken advantage of by certain unscl1lp1lloas elementr; M In this 
CMe. 'l"be Ministry of Commerce have tdentlfted thOle loopholes which 
a~ i  to them are now being plaqed. 11aese loopholes are non .. 
stipulation of fttt'i :rrequirement fOl' prodoctlon of Central ~ l le Certi-
ficate of the ~ o ti  manufadorer, unrealfltic bank ~a a tee cen-
dItIon which provided tor complete W'1IIver of the bank ~a tee and 
acceptance of legal agreement In C8Il!I where the applicant W8fi a 
.merdlaat-exporter etf" . 

97. The Committee are 8stoaishec1 to find thatmch a jllarih,loop-
""as noa-..erific1ltioD of the edsleace Bad apaeiIJ ·of the _;om... 
maufacturer remained mMletectecI aad It took • period ef oyer.seveR 

T 
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years far die Government to ideDdIy it. 'Ibe COIDDlittee have .. 
iDevit£bJe feeling that the style of fuDctioDiog. of die Advance 
i.,icensing Committee in this case as. weD as in .other C8Ie4' 
overlooking such vital shol1c!omiDp was to put it miJdIy,. highly 
objedionablc. ,What has further surprised the Committee is th'at 
in the cast! under ("xaminalion. the Mmistry of Commerce did, not 
seem to feel it necessary to seek aD explanation from the concerned 
E:\!'ort Il'ramotioD ~oo il about the basis on whicb the exporter 
",as recommended for i~li i ~ an advance licence even t o ~  the 
Ministry admit that the R'cport Promotion Council coold issue the certi-
ficates only after the geGuineness of the exporter was . verified. The 
Corr.miitcc feel tnat some stringent action is caDed for against the I~ . 

~ l  ilromotion CODDcil ,.110 hald issued the requisite certificate to the 
delinquent t ~  WhOf..e ~ti e  a.~ fortunately detected aod 
e o.~. ~  ~ e or 1he ~ .. b" that i4lsuance of the certificate by the 

~  o oti~ COlmeil to a person who bad supported his applica-
tion by ~ i a ~ th,. "-arne:: of two o~-e i ti  factnries shows lack 
of bonafides of tbe ~  F.yq:-Ol"t o~otio  CouneR. The Committee 
are convinced 1b8"t the ~S  requircc; l l ~  investiwatiOl! with a "jew 
to ob · ati ~ e tl e ~ or ~  ~~ in future. The Committee should 
be infonued about the action taken in the matter within a period of six 
months. 

98. The facts stated above wonld clearly indicate that 'the present 
data base for fssae of advance licences etc. is prima facie not sound. 
It ha.c; also come out dorinp evidence that ClD'reDtIy the MInistry of 
Commerce have to rei." ~o. letel  Oft the datal made available by the 
Export Promotion Conncils about the genuineness of exporters of 
diRE-rent commodities. The Committee are of the considered view 
that in the ~ aili .  conditions of various IiberaIisecI e~ pIOmo-
. tiona) schemes in existence, it is absoloteJv essential to have an &de-
qnately verified and ~t e ti  data base. .' De Committee, therefore, 
recommend that the Ministry of Commern should COIIIpDe a directory 
of aD J!ftleDine importers and exporten in regard to difterent major 
commodities. 

99. Another disquieting feature distinctly noticed by the Com-
~ relating to the issue of advance licences is that the system of 
verlkation of tbe ~ t.te e  of the export order needs 8 let or stleem-
BninR. In 'the case (mder examination, suh5eqoent investf".tion by the 
Customs Dep8latlnent revealed that the exporter bad made ~e t  

with the ronthptce f)f ('xl'ort oBly cotton yam by mi!ildeclarinJ! it as 
polyester blended y8lII .. Dm1n2 evfdence file ChIef ControRer of Im-
port.; 'and ~  ~ the Committee that fa respect ofsensitlft 
Item'll fhe,geRolneBes8 ~ the ~ t orden wIII'BOW he -.eri8ed t o ~ 

..... EmIJassIes or m!h ComndssfoDs.. 'I1Ie CODUDlttee trust that tile 



46 

Ministry of Commerce "'ould tJ1orolllbly look into this aspect nnd 
take etfective . steps in dnler to ensure that the bonalldes of the export 
olders are properly verified in all cases before the issue of advance 
licences. 

100. De Committee note that in the present case, the first licence 
fOr duty-free imPOlrt of 220 metric tonnes of polyester fibre was issued 
in January. 1981 and the subsequent licence for 169 metric tonnes of 
the same commodity ",as issued in J1DIe, 1981. Thus, the second 
licence wu issued without satisfying itself of the progress of discharge 
of export obligation under the e~i lie  Dcence. The Ministry of Fhumce 
have stated that wherc2s the fir.,t licence w. issued in pursuance of 
the recommendation of the Advance e .~i  Committee, the second 
was issued by the port office, i.e., the Joint Chief Controller of Imports 
and Exports. Bombay on repeat basis. According to the  Ministry, as 
per policy provisions, there was no 'restriction on grant of subsequent 
ficences against fresh export orde!S. even thotq;b the export obligation 
under eiit'lier advance licence may be out .... ding SO Io~ as the ex-
porters had not been declared as defaulters. The Committee are not 
satisfied with this explanation· They feel that leaving aside die spelt· 
out obliaations. exercise of ordinary prudence wonld have demanded 
monttorinl! of the export obligations imposed by earlier Dcence. before 
issue of repeat licence of considerable fiDancial import, In quick suc-
celosion· The Committee cnnRot but view this •  a serious lapse on the 
part or the officers who have hsued the repeat Ikence and would like 
Govemment to probe the bonafides of the issue of the repeat licence 
in thl" rase. 

101. 'I1Ie Committee also feel that the present system of issuing 
advance &cences on repeat bMis leaves a lot to be desired. TIley are 
of the l iew that when the importers are allowed advance 6cencts OR 
repeat basis for exenting fresh Orders it should he made obl~ato  

IOn the part of licence i~  authorities to Bad ouf the J'I'ORreSS of 
ful6lment of export obn,p.tions by the importers in Tespect of the ear-
lier Deence issued to thftn. There is also need for an effective co-
CJrdInation between the Advance Licensing Committee wldch recom-
mends issue of o I i alli e ~ and the Regional LIcensing Aatborldes 
Wio &sue the licences on 'repeat basis. 

~  The.Committee DOte that under the DEEC Sc!lIeJIIe, hDporten 
are initially lIVen an aport ob ..... period 01 • modi{ 00DUDeIIC-
iDI from the date of tint clea .... ce of tile iJapo'rted 1IIateIWI. Ia tile 
present cue; the first import was ..... by the party ... December, 1981 
ad, theref«ft. the pIi1y ". requhd to faIIl Its ftpOI1 obIIpttoa ., 
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~ e  1981. Howevel, uport was sought to be ellectecJ by the ,any 
~ l  ill February, 1983. A,'curding to the Ministry of Commerce. tDc 
party had contended. tbat they ('ould DOt fulfil their export obligation 
during the initial stipulated period because of the strike in the textile 
mills ill Bombay aDd it was considered a genuiae ground and extension 
was granted. 11ae Committee would not b"ke to go ioto the merit of 
IlBDt of extension in th6 case. However, they would expect Govem-
ment to be vigilant enough in ens.aing that importers fulfil export 
obUgations within the prescribed periods and extensions are granted 
only when they are absolutely essential. 

103. De Committee note that the c.if. l*ice of the imported fibre 
was Rft. 13/-per kilogram and the corresponding market value in India 
at the relevaut time w. Rs. 80/-per kg. De imported fibre could 
DOt be seized as it was stated to han been sold by the importer to 20 
parties. Undoubtedly, the duty-&ee imported raw material was sold 
by the importer in the domestic market where it camed i~ premium. 
1be Committee are infonned of several other cases of similar misuses 
Involving import of the same item which have been dealt with elsewhere 
also in the Report. 1be Ministry of Finance have stated that the DEEC 
Scheme does not contemplate verification of the actual utilisation of 
tbe imported materiaL; b~ the officers of the Chief Controller of Imports 
and Exports. 1be Committee feel that this is a serious loophole in the 
Scheme and desire that the Ministrv of Commerce should evolve .. 
appropriate mechanism for an etfecdve monitOring of utHisa60n of 
duty-free imported Items with a view to e ~ that the duty-tree 
scarce materials are not misused in the domestic mat'ket by UDSCnIpD-
Ious importers to make huge profits. 

104. In this connection. the Committee recaD their recolllJllellda-
tion ~ Para t.t09 of their %3Oth Report (Seventh Lot Sabha) wherein 
they had suggested that such items with hw. duty incidence or where 
there was a hiatt premium in the domestic market should be omitted 
from the purview of the n}:EC Scheme or, alternatively, at least Ie\"y 
~ minimum penalty equal to tile premium in the 1Ddi'an market DI8Y be 
made obligatOry. Unfortunately, the recommendation of the Com-
D;littee was not accepted by Government on the groUDd that it was IlOt 
te.lble to do so in the ~te e t of export promotion. However, the 
Committee had not a('cepted the Gove1'lUllellt's reply and reitented the 
~o e at o  in Para 1.t8 of their 37th Report (Eighth Lok SaItha) 
whle" WBIi presente4, to IA ~ Sa"'a on 4 April. 1986. 'IlIe Committee 
desire that 'their suJlJeSd.oD should be re-eDlllillecl aDd considered 
e e t o~  in the I,iQt of the a~ stated above so daat cIIaaaS of 
~itt a~ eat b~ by .. hose of the DUC SdIeme are minim"'. 
The Committee also suggest fhat import of such Items whlda are sold 
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ia the local market at a ,high premium, if at aU 'aecessary, shoald be 
brought within die purview of Duty Drawback Scheme ~ I  whereby 
duty am be refunded after the folfihnent of 'the export obUption. 

lOS. 1be Committee note that according to the Costo ... proceduIe, 
before the goods can be loaded on board for shipment, 1bey have to 
be passed for shipment by the appraising stalf posted in die docks. after 
test check of a percentage of packages (for weight/specifications etc.) 
and drawing of samples. However, investigation by the Central Intelli-
gence Unit, Bombay Custom House revealed that in the CIR under 
e ~o . oo ~  bad been passed for shipment by .~ I S o ie o~ 

in spite of the fact that the weight of the goods was misdeclared all 150 
metric tonnes instead of SO metric tonnes and that the 20 samples 
drawn were pre-arranged and were Dot at all representative of 
the goods sought to be e1(ported. More astonishingly, the goods were 
passed for shipment even despite the discrepancies noticed in thf' name 
of the con'\ignee as indicated in shipping biD and the Duty Exemption 
Fntitlement Certificate. Apparently. tbe exporter was abetted in his 
efforts to defraud the ~o t e t by tbe active connivance of some 
olficials in the Customs deparfm('nt itself. The Committee cannot but 
express their serious concern OTer this maloddrous state of atfairs. The 
Ministry of Finance have admitted that two officers of the to .~ 

department, an appraiser and an examiner, were found to be involved 
eoDuding with the exporter in this criminal actfvity and have mtoo 
that they have been ~lI e e . The Committee cannot feel confc"d· 
ed ,,-jth this. The (;ommjttee do take note of tire appreciable work 
done by the Centml IntelJigell('e {Jnit, Bombay Custom House in the 
timely detection of the at lt~ fraud. However. what thev · ~ 

is that the Govemment should c"olve and appropriate system of "nsting 
staff in such sen'ritivc areas so that connivance and collusion with the 
unscrupulous elements is eoliminated. 

106. The CommiUee note fhM while the alleged fraud was e~ t 

red-handed by the Offices of the cm Customs Honse. Bombay on 
24 and 25 February 1983, a complalDt was filed before the Chief 
MetropoDtan Magistrate, Bombay only on 28 March 1985. Dus, 
there was a ~ of more than two years in launching prosecutiOD 
~i  •• De, Ministry of Finance bave not offered any convine-
mg explanation fair the delay. Further, the proprietor 01 the concem 
who was defained 1IIICler COFEPOSA was ordered to be released by 
die Court clue to certain teclmic.t flaws OIl the ,... of the CustoaM 
Department In e e ~  the case. 1be Committee are unhappy ovei' 
8ds and are constralued to observe that this indicates .. ek Of serfousaess 
on die .... of ~ Department In pnnuIng the CIIIe .. havilll file 
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Jeuilty Punished. The Committee desn that the Central Board of 
Excise and Customs should tighten their ac1rnioUtration ud iisue neces-
Sary instructions to ensure that such lapses do Dot recur ia future. 

( 107. The Commit"'lI have lnen ibformed that ia the departmental 
adjudication proceedings, the Additional Collector held the proprietor 
of the concern guilty on various cbarges aDd confiscated absolute., the 
goods (in 1,000 cases) under the Customs Act BDd inter alia imposed 
personal penalties of Rs. 25 lakhs on the proprietor, Rs. 5 Iakhs OD the 
concern, Rs. 1 Jakh on the proprietor's son, Rs. 5,000/-OIl the manager 
ef the clearing agent and Rs. 1,0001-each OD the clerk of agent's finD 
and on the clearing agent firm. The party has, however, filed. an appeal. 
before the Customs and Central Excise and Gold Control Appellate 
Tribunal (CEGAT). The prosecution proceedings are stated to be iD 
progress. As e a ~ e o e ie  the Committee have been informed 
t ~t the Fixed Deposit Receipt for Rs. 10 Iakbs from the concem is 
lying with the JCCIE, Bombay. Deposits of Rs. 9 Jakhs lying in a 
natNmalic{'d bank in Bomh1.V and Rs, 12 la ~ due to the firm from 
two of tll'CIr Imr<-hases of ~ e~ e  fibre were frozen by the Customs 
Depmtml'nt and efforts were being made to reaHse those amounts from 
the bank a., well as the two purchasers. A" sum of Rs. 23.85 Iakhs was 
realised 'by sellinJ!: in public auction. the two consil'lments which were 
cle!rtlnt.'d by tbe Customs DcpartJPent. Adion for recovery of penaltv 
of Rs. 25 lakhs has nof protuessed as the party bas appealed to the 
CRGAT. The Committee desire that aD the cases should be pursued 

o o ~ . They would also like to be infonned of the d,ecislon of the 
CEGAT. the prosecution proceedings and the 'results thereof. 

108. At the instance of the Committee, the Ministry of FInance 
have fumished details of several other CMes of misuse Of the DEEC 
Scheme. During evidence. the Secretary, Ministry of FInance (De,pa'rt-
ment of Revenue) 'stated that from Bombay Custom Honse, 22 cases 
involving duty of Rs. 10.9 crores and seven cases from Madras Custom 
Honse involvine; duty of R4;. 66 lakhs were repo't1ed. In a Dote fur-
nished to the Committee after evidence, the ~ i t  of Fiaance fur-
nished detail!lil of severa) other majda- a.~ invo1dt2' duty .... g from 
Rs. 26.75 lakhs to Rs. 2.95 crores in individual cases. 'Ibe total amo-
unt of duty otherwise leviable which a~ been lost to the exchequer fa 
these ca.ws has heen fonnd ap,romnatelv to be Rs. 12 crores. 'DIe 
detalk of such cases have been sdven elSewhere In the RepOrt. 'I1Ie 
items of imports fnvolved in such cases are "I."e1MH'ted to be polyester 
fibre. polyester tnfm'ed filament dR. fibre. uolvester ftkment yam, 
"lSin-made ftbre, austentic steel. stainless &tee1!iheeC8, audin ~ .tte  

etc. 'Ibe nature of offences committed In thOR cases were mostly 
!lUted to be ~e l . atio  of e'lDOl't ~~. wmnP.fu1 RR1e of 1m ....... 
ftem.'i in'the Intemadonal market etc: Obl'loaslv, 'tlaese IIpres indicate 
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only a tip of the iceberg. EveD so, this would. dear.y iDdicaae that ~ 
abuSe of dae DEEC Scheme have DOW assumed a aaeaaciD& proportioll 
wIIidl on ODe band has deprived the exdlequer of its legitimate I'ne-
DUes and on the Other bas, unwittingly, enabled certain UILtCrDpUIoII$ 
private parties to ftourim by UDBCCOUDted money. 'This Is a matter 0( 
great coneera to the Committee. Duriag evIdeDce, the Chief Control-
ler of Imports and Exports admitted that the enforcemeot DUlChiaery 
of the Ministry of Commerce was weak. It is common Imowledp 
that while small exporters are many times subjected to avoidable 
harassments, tbe 'big-fish', more often tban not manage to get scot 
free. The Committee t o ~l  feel that there is a pronounced need 
for Government to concent'rate on such big cases and check the ill-
cream.g volume of export offences. The Committee, therefore, re-
commend daat Govemment should strengthen the existing macbinery 
and impart adequate training for 'he staff to deal with export violation 
and other related offences more effectively. 

109. ID pursuance of the recommendation made by the publk 
Accounts Committee in .heir earlier Report •• he Ministry of Commerce 
had entrusted a o e e .~i e review of the DEEC Scheme to the 
Indian Institute of Forei.,. Trade. The report of the said Institute is 
stated to be stiD e i ~. The Committee desire that it should be 
expedited without an.y further deJay. Tbe Committee have also been . 
informed that the Mini"'rv of Finance have also J!iven certain IIII~ . . .~ 
Itioos to the ~ i b  of Commerce for tpj!htening up the admiaistra. 
tion of the Scheme. The Committee desire that those ~ 
should abo be e e itio .~l  examined and the Ministrv 01 COIIUIIeI'Ce 
should in coordination with 'the Minilltry of Finance 'streamline the 
DEEC Scheme in order to eD!AIl'e that the export l ~otio  measure' 
faI1y sobse"es its JRlrp08e and is 'not allowed to be abused by the un-
scrupoJoos elements. 

NEW Dmm; 
17 November, 1986 

26 Kartika, 19087'(S) 

E. A VYAPU REDDY 

Chairman t. 
Pu.blic Accounts Committe.r.. '7 



APPENDIX I 

(Vide Para 1) 

Parapaph 1.21 of the Report 01 Comptrok .... Auditor GeoeraIai 
India for the year 198J-S4-Unioll Go.enunaat (Civil) Rev ... 
Receipts Volume I-Iadireet a ~ relatmg to Customs Receipts. 

Default under the Duty Exemption Entitlement Scheme 

As an export promotion measure, a scheme for exemption from 
levy of customs duty on raw materials and components, imported under 
advance licence, for execution of export orders. was introduced in 1976. 
Responsibility for ensuring discharge of export obligation by an im-
porter is entrusted only to the officers of the Chief Controller of. Imports 
and Exports, including that of realisation of duty on wastages of im-
ported materials. The importer executes bonds for payment of duty 
on the imported items in the event of failure to discharge the export 
obligation. The Customs authorities act as agents of licensing 3utho-
rities and make endorsements in the Duty Entitlement Exemption Cer-
tificate (DEEC) issued by the licensing authorities, when exportc; arc 
effected. The bonds are cancelled by the licensing authorities on get-
ting information from the Customs authorities On the discharge of ex-
port obligation by the importer. However, exemption from dUty is 
granted by the Customs authorities under a notification issued by die· 
Ministry of Finance. 

In January and June 1981 an export organisation in Bombay. was 
allowed to import under the Duty Exemption Entitlement Scheme 
polyester fibre, quantity 389 tonnes of polyester fibre valued at 
Rs. 55,43,793. The organisation imported 301 tonnes of polyester 
fibre valued at Rs. 42,97,704 between December 1981 and September 
1982· and duty amounting to Rs. 2,06,36,212 which was leviable was 
exempted as per notifications issued under the scheme. 

As per conditions attaching to the advance licence issued under 
the scheme, the organisation was required to export polyester blended 
yam. But tbeorganisation attempted to export cotton yarn under :five 
shipping bins by misdeclaring the goods as "polyester blended yam", 
corresponding to 120 tonnes of imported fibre. The shipping bills 
were passed for shipment by Customs authorities. 558 cases entered 
tb.e docks but the remaining cases remained in the exporters' godowns. 
The Intelligence unit of the Custom House detected the fraUd and its' 
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.examination revealed that there was only SO ldlograms, even of the 
.cotton yam, in each case as against 1 SO kilograms of polyester blended 
yam declared in the shipping bills. The said advance licences under 
the scheme were cancelled by the Joint Chief Controller of Imports and 
Exports on 27 June, 1983. The Customs Department detained three 
further consignments of polyester fibre imported for a value of 
Rs. 9,32,926. The export organisation is understood to be dealing in 
j>I'Ocessed foods and is not engaged in exporting textiles or yarn. 

On enquiry in audit in August 1983 about the action taken, the 
Custom House stated in December 1983 that demand for Rs. 2.06 
crores of duty payable on imported fibre, had been raised together with 
interest at 12 per cent per annum. The department has also informed 
the Joint Chief Controller of Imports and Exports to forfeit the guar-
antee amount of Rs.. 10 lakhs. Notice for imposing personal penalty 
had also been issued by the Custom House. 

It is understood that the advance licence procedure required veri1i-
-cation of the bonafides of the applicant for advance licence, by the 
officers of the Chief Controller of Imports and Exports and the Textile 
Commissioner, before issue of the licence. The Custom House had no 
information whether such verification had been done. But exemption 
was to be allowed in the Custom House only if the advanCe licence and 
the exemption certificate thereon reoorded by the Chief Controller of 
Imports and Exports indicated the details of the factories in which the 
manufacture was to be done. But in the said case the fulfilment of this 
condition was not ensured by the Custom House. 

The objection was reported to Ministry of Finance (October 1984): 
their reply' is awaited. 
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81
 
a
n
d 
Se
pt
e
m
be
r 
1
9
8
2 
a
n
d 

d
ut
y 
a
m
o
u
nt
i
n
g 
t
o 
R:.
. 
2.
0
6 
cr
or
es
 
w
hi
c
h 
wa
s 
le
vi
a
bl
e 
wa
s 
e
xe
m
pt
-

e
d.
 
T
he
 
i
m
p
or
te
r 
wa
s 
u
n
de
r 
o
bl
i
ga
ti
o
n 
t
o 
e
x
p
or
t 
p
ol
ye
st
er
 
bl
e
n
de
d 

y
a
m 
as
 
pe
r 
C'
on
dil
ic
'n
s 
of
 
th
e 
a
d
va
nc
e 
li
ce
nc
e 
is
s
ue
d 
u
n
de
r 
t
he
 

Sc
he
me
. 
In
 
Fe
br
ua
r
y 
1
9
8
3.
 
fi
ve
 
s
hi
p
pi
n
g 
bi
ll
s 
c
o
ve
ri
n
g 
e
x
p
or
t 
of
 

o
ne
 
t
h
o
us
a
n
d 
ca
se
s, 
de
ci
ar
e
d 
t
o 
c
o
nt
ai
n 
"s
y
nt
he
ti
c 
(
p
ol
ye
st
er
) 

-
t
 
-

Vl
 
~
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-
d
o-

bl
en
de
d 
ya
r
n 
(8
0 
pe
r 
ce
nt
 
po
ly
es
te
r 
a
n
d 
2
0 
pe
r 
ce
nt
 
c
ot
t
o
n)
",
 
ot 

th
e 
de
cl
ar
e
d 
Lo
.b
. 
"a
l
ue
 
of
 

~
·
 
3
8.
2
5 
la
kh
s 
a
n
d 
we
ig
ht
 
1
1
0 
me
tr
ic
 

to
nn
es
 
f
or
 
sh
ip
me
nt
 
to
 
Ho
ng
 
Ko
ng
 
we
re
 
fil
ed
 
o
n 
be
ha
lf
 
of
 
th
e 

e
x
p
or
tc
I 
at
 
Bo
mb
ay
 

~
t

 
Ho
us
e. 
Ho
we
ve
r, 
o
n 
e
xa
mi
na
ti
o
n 
of
 

t
he
 5
5
8 
ca
se
s 
wh
ic
h 
ha
d 
e
nt
er
e
d 
t
he
 d
oc
ks
 
o
n 
2
4 
a
n
d 
2
5 
Fe
br
ua
r
y 

1
</
83
 
by
 
th
e 
Ce
nt
ra
l 
In
te
Hl
gc
ll
ce
 
Un
it 
(
CI
U)
 
of
 
th
e 
C
us
t
o
m 
Ho
us
e 

Bo
mb
ay
, 
it
 w
as
 
f
o
u
n
d 
th
at
 
th
ey
 c
o
nt
ai
ne
d 
on
ly
 
c
ot
t
o
n 
ya
r
n 
a
n
d 
n
ot
 

po
ly
es
te
r 
bl
en
de
d 
ya
r
n,
 
as 
de
sc
n
be
d.
 
T
he
 
re
ma
i
ni
n
g 
4
4
2 
ca
se
s 

wh
ic
h 
we
re
 
ly
in
g 
iI
i 
v
Uli
ou
s 
go
do
wn
s 
i
n 
th
e 
ci
ty
 
we
re
 
su
bs
eq
ue
nt
ly
 

se
iz
e
d 
!b
y 
th
e 
CI
U 
a
n
d 
d.
1 
th
e 
1,
0
0
0 
ca
se
s 
we
re
 
f
o
u
n
d 
t
o 
c
o
nt
ai
n 

o
nl
y 
c
ot
t
o
n 
ya
m.
 
It
 w
as
 
al
so
 
fo
un
d 
t
ha
t 
t
he
 w
ei
gh
t 
of
 
t
he
 c
on
si
gn
-

ru
l'
nt
 
wa
s 
al
so
 
mi
sd
ec
la
re
d 
as
 
15
0 
me
tr
ic
 
to
nn
es
 
i
ns
te
a
d 
of
 
t
he
 

ac
t
ua
l 
we
ig
ht
 
of
 
5
0 
me
tr
 
lc
 
to
nn
es
. 

T
he
 
C
o
m
mi
tt
ee
 
no
te
 
t
ha
t 
a
d
va
nc
e 
li
ce
nc
es
 
ar
e 
is
su
ed
 
by
 
t
he
 

Ch
ie
f 
C
o
nt
r
ol
le
r 
of
 
l
m
p
or
ls
 
an
d 
E
x
p
or
ts
 
o
n 
t
he
 b
as
is
 
of
 
th
e 
re
co
m-

me
n
da
ti
o
ns
 
ma
de
 
b
y 
th
e 
Ad
va
nc
e 
Li
ce
ns
in
g 
C
o
m
mi
tt
ee
 
co
ns
is
ti
ng
 

of
 t
he
 

e
e.

~
ta

ti
e
 
of 
Mi
ni
st
ry
 
of
 
Fi
na
nc
e,
 
Mi
ni
st
ry
 
of
 
C
o
m
me
rc
e,
 

Di
re
ct
or
at
e 
Ge
ne
ra
l 
of 
Tl
!c
hn
ic
al
 
De
ve
l
o
p
me
nt
, 
De
ve
l
o
p
me
nt
 
C
o
m-

mi
ss
io
ne
r 
(
S
ma
ll
 
Sc
al
e 
I
n
d
us
tr
ie
s)
 
et
c. 
T
he
 
A
d
va
nc
e 
Li
ce
ns
in
g 

C
o
m
mi
tt
ee
 
is
 
re
q
ui
re
d 
to
 
ve
ri
fy
 
al
l 
t
he
 
fa
ct
s 
st
at
e
d 
i
n 
t
he
 
ap
pl
ic
a-

tj
o
n 
be
f
or
e 
gr
a
nt
i
n
g 
Hc
cn
ce
s 
to
 
th
e 
a
p
pl
ic
a
nt
s.
 
A
m
o
n
g 
ot
he
rs
. 
in
 

t
he
 c
as
e 
of
 
a 
me
rc
ha
nt
-e
x
p
or
te
r 
as
 
in
 
th
is
 c
as
e, 
th
e 
A
d
va
nc
e 
Li
te
m;
-

i
n
g 
Co
m
mi
tt
ee
 
ha
s 
to
 
ve
ri
ty
 
th
e 
fa
ct
s 
re
la
ti
n
g 
to
 
t
he
 
s
u
p
p
or
ti
n
g 

ma
n
uf
ac
t
ur
er
 
as
 
de
cl
ar
ed
 
in
 
th
e 
a
p
pl
ic
at
i
o
n.
 
I
n 
t
he
 
pr
es
e
nt
 
ca
se
, 

t
he
 m
er
c
ha
nt
-e
x
p
or
te
r 
ha
d 
i
n
di
ca
te
d 
t
he
 n
a
me
s 
of
 
t
wo
 f
ac
to
ri
es
, 
o
ne
 

si
t
ua
te
d 
i
n 
B
o
m
ba
f 
an
d 
t
he
 
ot
he
r 
in
 
A
h
me
da
ba
d.
 
as
 
t
he
 s
u
p
p
or
ti
n
g 

UI
 
UI
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Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
(
De
pa
rt
me
nt
 

of
 
Re
ve
n
ue
) 
a
n
d 
Mi
ni
st
r
y 

of
 
C
o
m
me
rc
e 

ma
n
uf
ac
t
ur
e.
 
H
o
we
ve
r,
 
i
n
ve
st
i
ga
ti
o
ns
 
ca
rr
ie
d 
o
ut
 
by
 
t
he
 M
i
ni
st
r
y 

of
 
Fi
na
nc
e 
s
u
bs
e
q
ue
nt
 
t
o 
t
he
 
de
te
ct
i
o
n 
of
 
t
he
 
al
le
ge
d 
fr
a
u
d 

re
ve
al
e
d 
t
ha
t 
b
ot
h 
t
he
 
u
ni
ts
 
ha
d 
b
y 
t
he
n 
ce
as
ed
 
t
o 
ex
is
t. 
E
vi
de
nt
l
y,
 

t
he
 
a
d
va
nc
e 
li
ce
nc
e 
we
re
 
is
s
ue
d 
wi
t
h
o
ut
 
pr
o
pe
r 
ve
ri
fi
ca
ti
o
n 
of
 
fa
ct
s.
 

T
h
e 
Mi
ni
st
ri
es
 
of
 
Fj
na
nc
e 
a
n
d 
C
o
m
me
rc
e 
ha
ve
 
ma
i
nt
ai
ne
d 
t
h
at
 

pr
i
m
a 
f
ac
i
e 
t
he
re
 w
er
e 
11
0 
gr
o
u
n
ds
 
t
o 
s
us
pe
ct
 
t
he
 g
e
n
ui
ne
ne
ss
 
of
 
t
he
 

fa
ct
s 
st
at
e
d 
b
y 
ti
l!
 
~

o
.

 
as
 
t
he
 a
p
pl
ic
at
i
o
n 
f
or
 
gr
a
nt
 
of
 
a
d
va
nc
e 

li
ce
nc
e 
wa
s 

a
o

~
l
i
e
 
by
 
t
he
 
re
q
ui
si
te
 
ce
rt
if
ic
at
es
 
is
s
ue
d 
b
y 
t
he
 

c
o
nc
er
ne
d 
E
x
p
or
t 
Pr
o
m
ot
i
o
n 
C
o
u
nc
il
 
a
b
o
ut
 
t
he
 
fi
r
m'
s 
re
gi
st
ra
ti
o
n,
 

a 
C
ha
rt
er
e
d 
Ac
c
o
u
nt
a
nt
 
o
n 
t
he
 
pa
rt
y'
s 
pa
st
 
pe
rf
or
ma
nc
e 
a
n
d 
a 

C
ha
rt
er
e
d 
E
n
gi
ne
er
 
f"
I'
ga
ld
!n
g 
t
he
 v
al
i
di
t
y 
of
 
t
he
 i
n
p
ut
s 
re
q
ui
re
d 
et
c.
 

Al
'c
or
di
n
g 
t
o 
t
he
m,
 
t
he
 
e
xi
st
e
nc
e 
of
 
t
he
 f
ac
t
or
y 
or
 
Ot
h
Cl
Wi
se
 
is
 n
ot
 

~
e

 
as
 
a 
ma
tt
er
 
of
 
r
o
ut
i
ne
 
e
xc
e
pt
 
i
n 
d
o
u
bt
f
ul
 
ca
se
s.
 
D
ur
i
n
g 

e
vi
de
nc
e,
 
t
he
 
C
hi
ef
 
C
o
nt
r
ol
le
r 
of
 
I
m
p
or
ts
 
a
n
d 
E
x
p
or
ts
, 
ho
we
vc
-r
. 

a
d
mi
tt
e
d 
t
ha
t 
in
 
t
he
 
'"
i
ni
ti
al
" 
ye
ar
s 
of
 
t
he
 
Sc
he
me
, 
t
he
re
 
we
re
 
ce
r-

ta
i
n 
l
o
o
p
h
ol
es
 
w
hi
c
h 
we
re
 
ta
ke
n 
a
d
va
nt
a
ge
 
of
 
b
y 
ce
rt
ai
n 
u
ns
cr
u
p
u-

l
O
us
 e
le
me
nt
s 
as
 
ill
 
t
hi
s 
ca
se
. 
T
h
e 
Mi
ni
st
r
y 
of
 
C
o
m
me
rc
e 
ha
ve
 

i
de
nt
if
ie
d 
t
h
os
e 
!
o
o
p
h
ol
es
 
w
h
k
h 
ac
c
or
di
n
g 
t
o 
t
he
m 
ar
e 
n
o
w 
be
i
n
g 

pl
u
g
ge
d.
 
Th
es
e 
lo
op
ho
le
s 
~

e
 
n
o
n-
st
i
p
ul
at
i
o
n 
-o
f 
t
he
 r
e
q
ui
re
me
nt
 f
or
 

pr
o
d
uc
ti
o
n 
of
 
Ce
nt
ra
l 

~
i

e
 
Ce
rt
if
ic
at
e 
of
 
t
he
 
s
u
p
p
or
ti
n
g 
ma
nu
-

fa
ct
ur
er
, 
u
nr
ea
li
st
ic
 
ba
n
k 
g
ua
ra
nt
ee
 
c
o
n
di
ti
o
n 

i
~

 
pr
o
vi
de
d 
f
or
 

c
o
m
pl
et
e 
wa
i
ve
r 
of
 
t
he
 
h
u
n
k 
g
ua
ra
nt
ee
 
a
n
d 
ac
ce
pt
a
nc
e 
of
 
le
ga
l 

a
gr
ee
me
nt
 
i
n 
c.'
us
es
 
w
he
re
 
t
he
 
a
p
pl
ic
a
nt
 

~
 
a 
me
rc
ha
nt
-e
x
p
or
te
r 

d
e.
 

VI
 
0\
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-
d
o
-

T
he
 
C
o
m
mi
tt
ee
 
ar
e 
a
<;t
on
is
he
d 
t
o 
fi
nd
 
t
ha
t 
s
uc
h 
a 
gl
ar
i
n
g 
l
o
o
p-

~
e
 
as
 
n
o
n-
vc
rj
J
kl
tt
i
u
n 
of
 
t
he
 
e
xi
st
e
nc
e 
a
n
d 
ca
pa
ci
t
y 
of
 
th
e 
s
u
p-

p
or
ti
n
g 
ma
n
uf
ac
t
ur
er
 
rl.
>J
Il
ai
ne
<.l
 
u
n
de
te
ct
e
d 
a
n
d 
it
 t
oo
k 
a 
pe
ri
o
d 
of
 

o
ve
r 
se
ve
n 
ye
ar
s 
f
or
 
th
e 
(;
c
ve
r
n
me
nt
 t
o 
i
de
nt
if
y 
it
. 
T
he
 
C
o
m
mi
tt
ee
 

ha
vc
 
a
n 
i
ne
vi
ta
bl
e 
fe
el
in
g 
t
ha
t 
th
e 

~t
le
 
of
 
f
u
nc
ti
o
ni
n
g 
of
 
t
he
 
Ad
-

va
nc
e 
Li
ce
ns
in
g 
C
o
m
mi
tt
ee
 
in
 
th
is
 
ca
'i
e 
as
 
we
n 
as
 
i
n 
ot
he
r 
ca
se
s 

o
ve
rl
o
o
ki
n
g 
su
ch
 
vi
ta
l 

~
o
t
o
t
i

 
wa
s 
t
o 
p
ut
 
it
 
mi
ld
ly
, 
hi
g
hl
y 

o
bj
ec
ti
o
na
bl
e.
 
W
ha
t 
ha
s 
f
ur
t
he
r 
s
ur
pr
is
e
d 
t
he
 
C
o
m
mi
tt
ee
 
is
 
t
h
at
 

in
 
t
he
 
ca
se
 
u
n
de
r 
c
xa
mi
ll
at
i
o
n.
 
t
he
 
Mi
ni
st
c:
), 
of
 
C
o
m
me
rc
e 
di
d 
n
ot
 

se
e
m 
tu
 f
ee
l 
it
 
ne
ce
ss
ar
y 

t
~ 
se
ek
 
a
n 
e
x
pl
a
na
ti
o:
l 
fr
o
m 
th
e·
 c
o
nc
er
ne
d 

E
x
p
or
t 
Pr
o
m
ot
i
o
n 
C
o
u
nc
il
 
a
b
o
ut
 
t
he
 
ba
si
s 
o
n 
wh
ic
h 
t
he
 
e
x
p
or
te
r 

a
~
 
re
c
o
m
me
n
de
d 
f
or
 
is
su
in
g 
an
 
a
d
va
nc
e 
li
ce
nc
e 
ev
en
 
t
h
o
u
g
h 
t
he
 

Mi
ni
st
r
y 
a
d
mi
t 
t
ha
t 
t
he
 
E
x
p
or
t 
Pr
o
m
ot
i
o
n 
C
o
u
nc
il
 
c
o
ul
d 
is
su
e 
t
he
 

ce
rt
if
ic
at
es
 
o
nl
y 
af
te
r 
th
e 
ge
nu
in
en
es
s 
of
 
t
he
 
e
x
p
or
te
r 
wa
s 
ve
ri
fi
ed
. 

T
ht
, 
C
o
m
mi
tt
ee
 
fc
c}
 
t
1i
Ut 
so
me
 
st
ri
n
ge
nt
 
ac
ti
o
n 
is
 
ca
Ue
d 
fo
r 
a
ga
i
ns
t 

th
c. 
E
x
p
or
t 
Pr
o
m
ot
i
o
n 
Cn
un
ci
} 
w
h
o 
ha
d 
is
su
ed
 
th
e 
re
q
ui
si
te
 
ce
rt
i-

fi
ca
te
 
t
o 
t
he
 
d
di
n
q
ue
nt
 
tr
a
de
r 
wh
os
e 
de
li
n
q
ue
nc
y 
wa
s 
f
or
t
u
na
te
l
y 

de
te
ct
e
d 
a
n
d 
ex
po
se
d. 

T
he
y 
ar
e 
of
 
th
e 
vi
e
w 
t
ha
t 
is
s
ua
nc
e 
of
 
t
he
 

ce
rt
if
ic
at
e 
b
y 
t
he
 E
x
p
or
t 
Pr
o
m
ot
:
o
n 
C
o
u
nc
il
 
t
o 
a 
pe
rs
on
 
w
h
o 
ha
d 
su
p-

-p
or
te
d 
hi
s 
ap
p
Hc
at
iu
n 
h
y 
i
n
di
ca
ti
n
g 
t
~
 
na
me
s 
of
 
t
wo
 
n
o
n-
e
xi
st
i
n
g 

fa
ct
or
ie
s 
sh
o
ws
 
k
c
k 
of
 
bo
na
fi
de
s 
of
 
t
he
 
sa
id
 
E
x
p
or
t 
Pr
o
m
ot
i
o
n 

-
Co
un
ci
l. 
T
he
 

i
~
t
e
~
 
ar
e 
c
o
n
vi
nc
e
d 
t
ha
t 
t
he
 
ca
se
 
re
q
ui
re
s 

~~
t.
I
le
t
 i
in
ve
st
ig
at
io
n 
wit
h 
:l
 
vi
e
w 
t
o 
o
b
vi
at
i
n
g 
re
c
ur
re
nc
e 
of
 
s
uc
h 

la
ps
es
 
i
n 
fu
tu
re
. 
T
he
 
C
o
m
mi
tt
ee
 
s
h
o
ul
d 

b.
~ 
i
nf
o
n
ne
d 
-
a
b
o
ut
 ~

 
t
he
 

ac
ti
o
n 
ta
ke
n 
in
 
th
e 
ma
tt
r'
-
wi
th
in
 
a 
pe
ri
o
d 
of
 
si
x 
mo
nt
hs
. 

VI
 
-
J 
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1 
2 

3 

7 
9
8 

Mi
ni
st
r
y 
of
 
C
o
m
me
rc
e 

8 
9
9 

-
d
o
-

4 

T
h
e 
fa
ct
s 
st
at
ed
! 
a
b
o
ve
 
w
o
ul
d 
cl
ea
rl
y 
i
n
di
ca
te
 
t
ha
t 
t
he
 
pr
es
e
nt
 

d
at
a 
ba
se
 
f
or
 
is
su
e 
of
 
a
d
va
nc
e 
li
ce
nc
es
 e
tc
. 
is
 p
ri
m
a 
f
ac
i
e 
n
ot
 
s
o
u
n
d.
 

Ii
 h
as
 
al
s
o 
c
o
me
 
o
ut
 
d
ur
i
n
g 
e
vi
de
nc
e 
t
ha
t 
c
ur
re
nt
l
y 
t
he
 
Mi
ni
st
r
y 
of
 

C
o
m
me
rc
e 
ha
ve
 
t
o 
re
l
y 
c
o
m
pl
et
el
y 
o
n 
t
he
 
da
ta
 
ma
de
 
a
va
il
a
bl
e 
b
y 

t
he
 
E
x
p
or
t 
Pr
o
m
ot
i
o
n 
Co
m1
'.:
i!
s 
a
b
o
ut
 
t
he
 
ge
n
ui
ne
ne
ss
 
of
 
e
x
p
0r
te
rs
 

of
 
di
ff
er
e
nt
 
c
o
m
m
o
di
ti
es
. 
T
h
e 
C
o
m
mi
tt
ee
 
ar
e 
of
 
t
he
 
c
o
ns
i
de
te
d 

vi
e
w 
t
ha
t 
i
n 
t
he
 
pr
e
va
il
i
n
g 
c
o
n
di
ti
o
ns
 
of
 
va
ri
o
us
 
li
be
ra
li
se
d 
e
x
p
or
t 

pr
o
m
ot
i
o
na
l 
s
Ch
e
me
s 
i
n 
e
xi
st
e
nc
e,
 
it
 
is
 
a
bs
ol
ut
el
y 
es
se
nt
ia
l 
t
o 
ha
ve
 
a
n 

a
de
q
ua
te
l
y 
ve
ri
fi
ed
 
a
n
d 
a
ut
he
nt
ic
 
da
ta
 
ba
se
. 
T
h
e 
C
o
m
mi
tt
ee
, 
t
be
re
-

f
or
e,
 
re
co
m
me
nd
! 
t
ha
t 
t
he
 
Mi
ni
st
r
y 
of
 
C
o
m
me
rc
e 
s
h
o
ul
d 
c
o
m
pi
le
 
a 

VI
 

di
re
ct
or
y 
of
 
al
l 
ge
n
ui
ne
 
i
m
p
or
te
rs
 a
n
d 
e
x
p
or
te
rs
 
i
n 
re
ga
r
d 
t
o 
di
ff
er
e
nt
 

0
0 

ma
j
or
 
c
o
m
m
o
di
ti
es
. 

A
n
ot
he
r 

i
i
e
t
i
~
 
fe
at
ur
e 
di
st
i
nc
tl
y 
n
ot
ic
e
d 
b
y 
t
he
 
C
o
m
mi
tt
ee
 

re
la
ti
n
g 
t
o 
t
he
 i
ss
ue
 
of
 
a
d
va
nc
e 
li
ce
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e
d 
a
b
o
ve
 
s
O 

t
h
at
 c
ha
nc
es
 
of
 
c
o
m
mi
tt
i
n
g 
c
he
at
i
n
g 
b
y 
mi
s
us
e 
of
 
t
he
 D
E
E
C 
Sc
he
me
 

~ 

ar
e 
mi
ni
mi
se
d.
 
T
h
e 
C
o
m
mi
tt
ee
 
al
s
o 
s
u
g
ge
st
 t
ha
t 
i
m
p
or
t 
of
 
s
uc
h 
it
e
ms
 

w
hi
c
h 
ar
e 
s
ol
d 
i
n 
th
e 
l
oc
al
 m
ar
ke
t 
at
 
a 
hi
g
h 
pr
e
mi
u
m,
 
if
 a
t 
al
l 
ne
ce
s-

sa
r
y,
 s
ho
ul
d!
 
be
 
br
o
u
g
ht
 
wi
t
hi
n 
t
he
 p
ur
vi
e
w 
of
 
D
ut
y 
Dr
a
w
ba
c
k 
Sc
he
me
 

o
nl
y 
w
he
re
b
y 
d
ut
y 
ca
n 
be
 
re
f
u
n
de
d 
af
te
r 
t
he
 f
ul
fi
l
me
nt
 
ot
 
t
he
 e
x
p
or
t 

o
bl
i
ga
ti
o
n 
. 

-4
 

1
0
5 

Mi
ni
st
r
y 
of
 
Fi
n
a
n
c
e·
 
(
De
pt
t.
 o
f 

T
h
e 
C
o
m
mi
tt
ee
 
n
ot
e 
t
ha
t 
ac
co
rd
.i
n
& 
t
o 
th
e 
C
us
t
o
ms
 
pt'
O
Ce
Il
Nr
ej 

R.
ev
en
ue
) 

be
fo
re
 
t
he
 g
o
o
ds
 
ca
n 
be
 
l
oa
de
d 
on
 
b
oa
r
d 
f
or
 s
hi
p
me
nt
, 
t
h
ey
 l
Ia
Te
 l
0-

b
e 
pa
ss
ed
 
fo
r 
s
hi
p
me
nt
 
by
 
t
he
 a
pp
ra
is
in
g 
st
af
f 
po
st
ed
 
i
n 
th
e 
d
o
e
b 

af
te
r 
te
st
 c
he
c
k 
o(
 
a 
pe
rc
e
nt
a
ge
 
of
 
pa
c
ka
ge
s 
(f
or
 w
ei
g
ht
/s
pe
ci
fi
ca
ti
o
ns
 

et
c.
) 
a
n
d 
dr
a
wi
n
g 
of
 
sa
mp
le
s. 
H
O'
VI'
ev
er,
 
i
n
ve
st
i
ga
ti
o
n 
b
y'
 t
he
 C
en
tr
al
 

In
te
ll
ig
en
ce
 
U
ni
t,
 
Bo
mb
ay
 
Cu
st
o
m. 
H
OI
Js
e 
re
ve
al
e
d 
t
ha
t 
i
n 
th
e 

, -



t
S 
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-
d
o
-

ca
se
 
u
n
de
r 
e
xa
mi
na
ti
o
n,
 
g
o
o
ds
 
h
a
d 
be
e
n 
pa
ss
ed
 
f
or
 
s
hi
p
me
nt
 
b
y 

C
us
t
o
ms
 
of
fi
ci
al
s 
i
ns
pi
te
 o
f 
t
he
 f
ac
t 
t
ha
t 
t
he
 w
ei
g
ht
 
of
 
t
he
 g
oo
ds
 
wa
s 

mi
s
de
cl
ar
e
d 
as
 
15
0 
me
tr
ic
 
t
o
n
ne
s 
i
ns
te
a
d 
of
 
5
0 
me
tr
ic
 
to
n.
ne
s 
a
n
d 

t
h
at
 
t
he
 
2
0 
sa
m
pl
es
 
dr
a
w
n 
we
re
 
pr
e-
ar
ra
n,
ge
d 
a
n
d 
we
re
 
n
ot
 
at
 
all
 

re
pr
es
e
nt
at
i
ve
 o
f 
t
he
 g
o
o
ds
 
s
o
u
g
ht
 t
o 
b
e 
e
x
p
or
te
d.
 
M
or
e 
as
to
ni
sh
in
gl
y, 

t
he
 g
o
o
ds
 
we
re
 
pa
ss
e
d 
f
or
 
s
hi
p
me
nt
 
e
ve
n 
de
s
pi
te
 
t
he
 
di
sc
re
pa
nc
ie
s 

n
ot
ic
e
d 
i
n 
t
he
 n
a
me
 
of
 
t
he
 c
o
ns
i
g
ne
e 
as
 
i
n
di
ca
te
d 
i
n 
t
he
 s
hi
p
pi
n
g 
bi
D. 

a
n
d 
t
he
 
Du
ty
 
E
xe
m
pt
i
o
n 
E
nt
it
le
me
nt
 
Ce
rt
if
ic
at
e.
 
A
p
pa
re
nt
l
y,
 
t
h
e 

e
x
p
or
te
r 
wa
s 
a
be
tt
e
d 
in
 h
is
 
~
o

t
 
t
o 
de
fr
a
u
d 
t
he
 G
o
ve
r
n
me
nt
 
b
y 
t
he
 

ac
ti
ve
  
c
o
n
ni
va
nc
e 
of
 
s
o
me
 
of
fi
ci
al
s 
i
n 
t
he
 
C
us
t
o
ms
· 
de
pa
rt
me
nt
 
it
se
lf
. 

T
h
e 
C
o
m
mi
tt
ee
 
ca
n
n
ot
 
b
ut
 
e
x
pr
es
s 
t
he
ir
 
se
ri
o
us
 
c
o
nc
er
n 
o
ve
r 
t
hi
s 

ma
l
o
d
or
o
us
 
st
at
e 
of
 
af
fa
ir
s. 
T
he
 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
ha
ve
 
a
d
mi
tt
e
d 

t
h
at
 
t
w
o 
of
fi
ce
rs
 
of
 
t
he
 
C
us
t
o
ms
 
de
pa
rt
me
nt
, 
a
n 
a
p
pr
ai
se
r 
a
n
d 
an
 

e
xa
mi
ne
r,
 
we
re
 
f
o
u
n
d 
t
o 
be
 
i
n
v
ol
ve
d 
c
ol
l
u
di
n
g 
wi
t
h 
t
he
 
e
x
p
or
te
r 
i
n 
~
 

t
hi
s 
cr
i
mi
na
) 
ac
ti
vi
t
y 
a
n
d 
ha
Ve
 
st
at
e
d 
t
he
y 
ha
ve
 
be
e
n 
s
us
pe
n
de
d.
 
T
h
e 

C
o
m
mi
tt
ee
 
ca
n
n
ot
 
fe
el
 
co
nt
en
dl
ed
 
wi
t
h 
th
is
. 
T
h
e 
C
o
m
mi
tt
ee
 
d
o 
ta
ke
 

n
ot
e 
of
 
t
he
 
a
p
pr
ec
ia
bl
e 
w
or
k 
d
o
ne
 
b
y 
t
he
 C
e
nt
ra
l 
I
nt
el
li
ge
nc
e 
U
ni
t,
 

B
o
m
ba
y 
C
us
t
o
ms
 
H
o
us
e 
in
 
t
he
 
ti
me
l
y 
de
te
ct
i
o
n 
of
 
t
he
 
at
te
m
pt
e
d 

fr
a
u
d.
 
H
o
we
ve
r,
 
w
ha
t 
.t
he
y 
de
si
re
 
is
 
t
ha
t 
t
he
 
G
o
ve
r
n
me
nt
 
sh
ou
ld
 

e
v
ol
ve
 
an
 
a
p
pr
o
pr
ia
te
 
sy
st
e
m 
of
 
p
os
ti
n
g 
st
af
f 
i
n 
s
uc
h 
se
ns
it
i
ve
 
ar
ea
s 

s
o 
t
ha
t 
c
o
n
ni
va
nc
e 
a
n
d 
c
ol
l
us
i
o
n 
wi
t
h 
t
he
 
u
ns
cr
u
p
ul
o
us
 
e
l
~
t

 
is
 

el
i
mi
na
te
d.
 

T
he
 
Co
m
mi
tt
ee
 
n
ot
e 
t
ha
t 
w
hi
le
 
t
h
e 
al
le
ge
d 
fr
a
u
d 
wa
s 
ca
u
g
ht
 
re
d·
 

ha
n
de
d 
b
y 
t
he
 O
tl
ic
er
s 
of
 
t
he
 c
r
n,
 
C
us
t
o
m 
H
o
us
e,
 
B
o
m
ba
y 
o
n 
2
4 

a
n
d 
2
5 
Fe
br
ua
r
y 
1
9
8
3,
 
a 
c
o
m
pl
ai
nt
 
wa
s 
fi
le
d 
be
f
or
e 
th
e 

i
~
.
 

Me
tr
o
p
ol
it
a
n 
Me
gi
st
ra
te
, 
B
o
m
ba
y 
o
nl
y 
o
n 
2
8 
Ma
rc
h 
t 9
8
5.
 
T
h
us
. 
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t
he
re
 w
as
 
a 
de
la
y 
of
 
m
or
e 
t
h
a
n 
t
wo
 y
ea
rs
 
i
n 
la
u
nc
hi
n
g 
pr
Os
ec
ut
io
n 

pr
oc
ee
di
n
gs
. 
T
h
e 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
ha
ve
 
n
ot
 
of
fe
re
d!
 
an
y 
0
0
1
1-

vi
nc
i
n
g 
e
x
pl
a
na
ti
o
n 
f
or
 
t
he
 
de
la
y. 
F
ur
t
he
r,
 
t
he
 
pr
o
pr
ie
te
r 
of
 
t
he
 

co
nc
o
m 
w
h
o 
wa
s 
d
et
ai
n
e
d 
u
n
de
r 
C
O
F
E
P
O
S
A 
wa
s 
or
de
re
d 
t
o 
b
e 

re
l
Ca
se
d 
by
 
t
he
 C
o
u
n 
d
ue
 
.t
o 
ce
rt
ai
n 
te
c
h
ni
ca
l 
fl
a
ws
 o
n 
t
h
e 
pa
rt
 
of
 
tl
tt
 

C
us
t
o
ms
 
De
pa
rt
me
nt
 
i
n 
pr
es
e
nt
i
n
g 
t
he
 
ca
se
. 
T
he
 
C
o
m
mi
tt
ee
 
ar
e 

u
n
ha
p
p
y 
o
ve
r 
t
hi
s 
a
n
d 
ar
e 
c
o
ns
tr
ai
ne
d 
t
o 
o
bs
er
ve
 
t
ha
t 
t
hi
s 
i
n
di
ca
te
s 

Ja
ck
 o
f 
se
ri
o
us
ne
ss
 o
n 
t
he
 p
ar
t 
of
 C
us
t
o
ms
 
De
pa
rt
me
nt
 
i
n p
ur
s
ui
n
g 
t
he
 

ca
se
 
a
n
d 
ha
vi
n
g 
t
he
 g
ui
lt
y 
p
u
ni
s
be
d.
 
T
he
 
C
o
m
mi
tt
ee
 
de
si
re
 
t
ha
t 
t
he
 

Ce
nt
ra
l 
B
oa
r
d 
of
 
E
xc
is
e 
a
n
d 
C
us
t
o
ms
 
sh
ou
ld
! 
ti
g
ht
e
n 
t
he
ir
 
a
d
mi
ni
s-

tr
at
i
o
n 
a
n
d 
is
su
e 
ne
ce
ss
ar
y 
i
ns
tr
uc
ti
o
ns
 
t
o 
e
ns
ur
e 
t
ha
t 
s
ue
h 
la
ps
es
 
~
 

d
o 
n
ot
 
re
c
ur
 i
n 
f
ut
ur
e.
 

T
he
 
C
o
m
mi
tt
ee
 
ha
ve
 
b
e
e
n 
i
nf
o
n
ne
d 
t
ha
t 
i
n 
t
he
 
de
pa
rt
me
nt
al
 

a
dj
u
di
ca
ti
o
n 
pr
oc
ee
di
n
gs
, 
t
he
 
A
d
di
ti
o
na
l 
C
o
ne
ct
or
 
he
l
d 
t
he
 
pr
o-

pr
ie
t
or
 
of
 
t
he
 
c
o
nc
er
n 
g
ui
lt
y 
o
n 
va
ri
o
us
 
c
ha
r
ge
s 
a
n
d 

o
i

at
~
 

a
bs
ol
ut
el
y 
t
he
 
g
o
o
ds
 
(i
n 
1,
0
0
0 
da
se
s)
 
u
n
de
r 
t
he
 
C
us
t
o
ms
 
Ac
t 
an
dl 

In
te
r 
al
ia
 
i
m
p
os
e
d 
pe
rs
o
na
l 
pe
na
lt
ie
s 
of
 
Rs
. 
2
5 
la
k
hs
 
o
n 
t
h
e 
pr
0-

pr
ie
t
or
, 
Rs
. 
5 
la
k
hs
 
o
n 
t
he
 
c
o
nc
er
n,
 
Rs
. 
1 
la
k
h 
o
n 
t
he
 
pr
o
pr
ie
t
or
's
 

s
o
n,
 
Rs
. 
5,
00
0\
-
o
n 
-t
he
 m
a
na
ge
r 
of
 
t
he
 c
le
ar
i
n
g 
a
ge
nt
 
a
n
d 
Rs
. 
1,
00
01
-

ea
c
h 
o
n 
t
he
 c
le
r
k 
of.
 
a
ge
nt'
s 
fi
r
m 
a
n
d 
o
n 
t
he
 
cl
ea
ri
n
g 

a
~
t
 
fi
n
n.
 

T
he
 
pa
rt;
y 
ha
s,
 
ho
we
ve
r, 
fi
le
d 
a
n 
a
p
pe
al
 
be
f
or
e 
t
he
 
C
us
t
o
ms
 

a
n
d 
Ce
nt
ra
l 
E
xc
is
e 
a
n
d 
G
ol
d 
C
o
nt
r
ol
 
Ap
pe
Ua
te
 
Tr
i
b
u
na
l 
(
C
E
G
A
T)
. 

T
he
 
pr
os
ec
ut
i
o
n 
pr
oc
ee
di
n
gs
 
ar
e 
st
at
e
d 
t
o 
be
 
i
n 
pr
og
re
ss
. 
As
 
re
ga
rd
s 

-
f
 



17
 
10
8 

.. 
.
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.A
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~ 

re
co
ve
ri
es
, 
t
he
 C
o
m
mi
tt
ee
 
ha
ve
 
be
e
n 
in
fo
r
me
d 
t
ha
t 
th
e 
Fi
xo
c;l
 
De
p
os
it
 

Re
ce
i
pt
 
f
or
 R
s.
 
1
0 
la
k
hs
 f
ro
m 
t
he
 c
o
nc
er
n 
is
 
ly
in
g 
wi
t
h 
t
he
 J
C
C
m,
 

Bo
mb
ay
. 
De
po
si
ts
 
of
 
Rs
. 
9 
la
k
hs
 
ly
in
g 
in
 
a 
na
ti
o
na
li
se
d 
ba
n
k 
iI
i 

B
o
m
ba
y 
a
n
d 
Rs
. 
12
 
la
k
hs
 
d
ue
 
to
 
t
he
 
fi
r
m 
fr
o
m 
t
wo
 
of
 
t
he
ir
 
p
ur
 ..
 

ch
as
er
s 
of
 
p
ol
ys
te
r 
fi
br
e 
we
re
 
fr
oz
en
 
by
 
th
e 
C
us
t
o
ms
 
De
pa
rt
me
nt
 
a
n
d 

ef
fo
rt
s 
we
re
 
be
in
g 
ma
de
 
t
o 
re
al
is
e 
t
h
os
e 
a
m
o
u
nt
s 
fr
o
m 
t
he
 
ba
n
k 
as
 

we
ll 
as
 
t
he
 t
wo
 
pu
rc
ha
se
rs
. 
A 
su
m 
of
 
Rs
. 
2
3.
8
5 
la
k
hs
 w
as
 
re
al
is
e
d 

b
y 
se
ll
in
g 
i
n 
p
u
bl
ic
 
au
ot
io
n, 
t
he
 t
wo
 c
on
si
gn
me
nt
s 
wh
ic
h 
we
re
 
de
ta
i
ne
tl
 

b
y 
t
he
 
C
us
t
o
ms
 
De
pa
rt
me
nt
. 
Ac
ti
o
n 
fo
r 
re
co
ve
ry
 
of
 
pe
na
lt
y 
of
 

Rs
. 
25
 
la
t
hs
 
ha
s 
no
t 
pr
og
re
ss
ed
 
as
 
th
e 
pa
rt
y 
ha
s 
a
p
pe
al
e
d 
t
o 
th
e 

C
E
G
A
T.
 
T
he
 
C
o
m
mi
tt
ee
 
de
si
re
 
t
ha
t 
al
l 
th
e 
ca
se
s 
sh
ou
ld
 
be
 

e
~
 

vi
go
ro
us
ly
. 
T
he
y 
wo
ul
d 
al
so
 
li
ke
 
t
o 
be
 
in
fo
r
me
d 
of
 
t
he
 d
ec
is
io
n 
of
 

t
he
 C
E
G
A
T,
 
th
e 
pr
os
ec
ut
i
o
n 
pr
oc
ee
di
n
gs
 
a
n
d 
t
he
 r
es
ul
ts
 
t
he
re
of
. 
.. 

IJ
'"
mi
at
ry
 
of
 
Pi
na
ne
e 
(
De
pt
t.
 
of
 

At
 
t
he
 i
ns
ta
nc
e 
of
 
th
e 
C
o
m
mi
tt
ee
, 
th
e 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
ha
ve
 

\.
h
o 

R.
e
Ye
nu
e) 
a
Dd
 
II
"
mi
st
ry
 o
l
C
o
m
m-
f
u
mi
s
he
d 
de
ta
il
s 
of
 
se
ve
ra
l 
ot
he
r 
ca
se
s 
of
 m
is
us
e 
of
 
th
e 
D
E
E
C 
Sc
he
me
. 

cr
ee
. 

D
ur
i
n
g 
ev
id
en
ce
, 
t
he
 S
ec
re
ta
ry
, 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
(
De
pa
rt
me
nt
 o
f 

Re
ve
n
u)
 
st
at
e
d 
t
ha
t 
fr
o
m 
B
o
m
ba
y 
C
mr
to
m 
H
o
us
e,
 
2
2 
ca
se
s 
i
n
v
ol
v-

in
g 
d
ut
y 
of
 
Rs
. 
1
0.
9 
cr
or
es
 
a
n
d 
se
ve
n 
ca
se
s 
fl
o
m 
Ma
dr
as
 
C
us
t
o
m 

H
o
us
e 
j
n
v
ol
vi
n
g 
d
ut
y 
of
 
Rs
. 
6
6 
la
k
hs
 
we
re
 
re
p
or
te
d.
 
I
n 
a 
~
 

fu
rn
is
he
d 
t
o 
t
he
 C
o
m
mi
tt
ee
 
af
te
r 
ev
id
en
ce
, 
t
he
 M
in
i9
tr
y 
of
 
Fi
n8
ll
c'
e 

f
ur
ni
s
he
d 
de
ta
il
s 
of
 
se
ve
ra
l 
ot
he
r 
ma
j
or
 
ca
se
s 
in
vo
lv
in
g 
d
ut
y 
ra
n
gi
n
g 

fr
o
m 
Rs
. 
2
6.
7
5 
la
k
hs
 
to
 
Rs
. 
2.
9
5 
cr
or
es
 
in
 
in
di
vi
du
al
 
ca
se
s. 
l
n
e 

t
ot
al
 
a
m
o
u
nt
 
of
 
d
ut
y 
ot
he
r
wi
se
 
le
vi
a
bl
e 
w
hi
c
h 
ha
s 
be
e
n 
lo
st
 t
o 
t
he
 

e
xc
he
q
ue
r 
in
' 
th
es
e 
ca
se
s 
ha
s 
be
e
n 
fo
un
d 
a
p
pr
o
xi
ma
te
l
y 
to
 b
o 
Rs
. 
1
2 

cr
or
es
. 
T
he
 
de
ta
il
s 
of
 
s
uc
h 
ca
se
s 
ha
ve
 
be
e
n 
gi
ve
n 
el
se
wh
er
e 
i
n 
t
he
 

Re
p
or
t.
 
T
he
 
it
e
ms
 
of
 
i
mp
or
ts
 
in
vo
lv
ed
 
in
 
su
ch
 
ca
se
s 
ar
e 
re
p
or
te
d 
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t
o 
b
e 
p
ol
ye
st
cl
' 
fi
br
e,
 
p
ot
,e
st
er
 
te
xt
ur
e
d 
fil
a
me
nt 
st
a
pl
e 
fi
br
e,
 
p
ol
ye
s-

ta
r 
fi
l
ma
me
nt
 
ya
m,
 
ma
n-
ma
de
 
fi
br
e, 
a
us
te
nt
ic
 
st
ee
l, 
st
ai
nl
es
s 
st
ea
l 

sh
ee
ts
, 
a
u
di
o 
ca
ss
et
te
s 
et
c. 
T
he
 
na
t
ur
e 
of
 
of
te
nc
el
s 
C
OI
DII
lit
te
d 
i
a 

th
os
e 
ca
se
s 
w
er
e 
mo
st
ly
 
st
at
e
d 
t
o 
b
e 
mi
s
de
ci
ar
at
i
o
n 
of
 
e
x
p
or
t 
g
o
o
dI
,.
 

wr
o
n
gf
ul
 
sa
le
 o
f 
i
m
p
or
te
d 
it
e
ms
 i
n 
t
he
 i
nt
er
na
l 
ma
rk
et
. 
et
c.
 
Ob
vi
Oll
ll.
J.,
 

tI
De
 f
i
g
ur
es
 
i
n
di
ca
te
 o
nl
y 
a 
ti
p 
of
 
t
he
 i
ce
be
r
g.
 
Ev
en
 
s
o,
 
t
hi
s 
wo
a1
c1
 

cl
e
ar
ly
 
i
n
di
ca
te
 t
ha
t 
t
he
 a
bu
se
 
of
 
t
he
 D
E
B
e 
Sc
he
me
 
ha
ve
 
n
o
w 
8I
I
UI
Il
-

! 

a
d 
a 
me
na
ci
n
g 
pr
o
p
or
ti
o
n 
w
hi
c
h 
o
n 
o
ne
 
ha
n
d 
ha
s 
de
pr
i
ve
d 
_ 
a
-

ch
eq
ue
r 
of
 
it
s 
le
gi
ti
ma
te
 
re
ve
nu
es
 
an
d 
on
 
t
he
 o
t
he
r 
ha
s,
 
un
W'i
tti
na
Jy
, 

e
n
a
bl
e
d 
ce
rt
ai
n 
u
ns
cr
u
p
ul
o
us
 
pr
i
va
te
 

a
t
i
~
 t
o 
fi
o
ur
is
b 
b
y 
u
n
ac
c
o
u
nt
e
d 

mo
ne
y. 

T
hi
s 
is
 a
 
ma
tt
er
 
of
 
gr
ea
t 
c
o
nc
er
n 
t
o 
t
he
 C
o
m
mit
t
e
e.
 
Du
ri
Da
 

0 

e
i
e
~ 
t
he
 C
hi
ef
 
C
o
nt
r
ol
le
r 
of
 
I
m
p
or
ts
 
a
n
d 
E
x
p
or
ts
 
ad
mi
tt
ed
 
t
h
at
 
~
 

~
 
e
nf
or
ce
me
nt
 
ma
c
hi
ne
r
y 
of
 
th
e 
Mi
ni
st
r
y 
of
 
C
o
m
me
rc
e 
w
a 
.. 
we
a
k.
 

It
 
is
 c
o
m
m
o
n 
kn
o
wl
ed
ge
 
t
ha
t 
wh
il
e 
s
ma
ll
 
e
x
p
or
te
rs
 
ar
e 
ma
n
y 

t
i
~
 

s
u
bj
e
ot
e
d 
t
o 
a
v
oi
da
bl
e 
lt
ar
as
s
me
nt
s 
t
he
 
'
bi
g-
fi
s
h',
 
m
or
e 
of
t
e
n 
d
a
m 

Do
t 
ma
na
ge
 
t
o 
ge
t 
sc
ot
 
fr
ee
. 
T
he
 
C
o
m
mi
tt
ee
 
st
r
o
n
gl
y 
fe
el
 
t
ha
t 
t
he
re
 

is
 a
 
pr
o
n
o
u
nc
e
d 
ne
e
d 
f
or
 
G
o
ve
r
n
me
nt
 
~
 
c
o
nc
e
nt
ra
te
 
o
n 
su
ch
 
bi
t 

ca
se
s 
a
n
d 
c
he
c
k 
t
he
 i
nc
re
as
i
n
g 
vo
lu
me
 
of
 
e
x
p
or
t 
of
fe
nc
es
. 
T
h
e 
C0
m-

mi
tt
ee
, 
t
he
re
f
or
e,
 
re
c
o
m
me
n
d 
t
ha
t 
G
o
ve
r
n
me
nt
 
s
h
o
ul
d 
st
re
ft
ll
be
e 

t
he
 e
xi
st
i
n
g 
ma
c
hi
ne
r
y 
a
n
d 
i
m
pa
rt
 
a
de
q
ua
te
 
tr
ai
ni
n
g 
f
or
 
t
he
 s
ta
tr
 
t
o 

de
al 
wi
th
 
e
x
p
or
t 
vi
ol
at
i
o
n 
a
n
d 
ot
he
r 
re
la
te
d 
of
fe
nc
es
 
mo
re
 
e«
ec
ti
Ye
1y
. 

~
 o

~
 ~

tt
. 
Of 

I
n 
p
ur
s
ua
nc
e 
of
 
th
e 
re
co
m
me
nd
ia
ti
on
 m
ad
e 
b
y 
th
e 
P
u
bl
ic
 
Ac
:c
ou
nI'
I 

ao
.
mrr
ce
. 

D1
 
ry
 
0 
Co
m
mi
tt
ee
 
i
n 
t
h
ei
r 
ea
rl
ie
r 
Re
p
or
t,
 
t
h
e 
Mi
ni
st
r
y 
of
 
Co
m
me
rc
e 
l
ai
d 

O
Bt
r
u
St
e
d 
a 
co
mp
re
he
ns
iv
e 
re
vi
e
w 
of
 
t
he
 D
E
E
C 
Sc
he
me
 
t
o 
tb
e 
Jn
cI
ia
a 

-...
:-



I
ns
ti
t
ut
e 
of
 
F
or
ei
g
n 
Tr
a
de
. 
T
h
e 
r
e
p
or
t 
of
 
t
he
 s
ai
d 
I
ns
ti
t
ut
e 
is
 s
ta
te
d 

t
o 
be
 
st
il
l 
pe
n
di
n
g.
 
T
h
e 
C
o
m
mi
tt
ee
 
de
si
re
 
t
ha
t 
it
 s
h
o
ul
d 
b
e 
e
x
pe
di
te
d 

wi
t
h
o
ut
 
a
n
y 
f
ur
t
he
r 
~
e
l
a
.
 
T
he
 
C
o
m
mi
tt
ee
 
ha
ve
 
al
s
o 
be
e
n 
i
nf
or
me
d 

t
ha
t 
t
he
 
Mi
ni
st
ry
 
of,
 
Fi
na
nc
e 
ha
ve
 
al
so
 
gi
ve
n 
ce
rt
ai
n 
su
gg
es
ti
on
s 
t
o 

t
he
 M
i
ni
st
r
y 
of
 
C
o
m
me
rc
e 
f
or
 
ti
g
ht
e
ni
n
g 
u
p 
t
he
 a
d
mi
ni
st
ra
ti
o
n 
of
 
t
he
 

Sc
he
me
. 
Th
e 
C
o
m
mi
tt
ee
 
de
si
re
 
t
h
at
 
t
h
os
e 
su
gg
es
ti
oo
s 
m
o
ul
d 
al
Io
 

be
 
e
x
pe
di
ti
o
us
l
y 
e
xa
mi
ne
d 
a
n
d 
t
he
 M
i
ni
st
r
y 
of
 
C
o
m
me
rc
e 
s
h
o
ul
d 
i
n 

co
or
di
na
ti
on
 
wi
t
h 
t
he
 
Mi
ni
st
r
y 
of
 
F
ma
nc
e 
st
re
a
ml
i
ne
 
t
he
 
D
E
B
e 

Sc
he
me
 
i
n 
or
de
r 
t
o 
e
ns
ur
e 
t
ha
t 
t
he
 e
x
p
or
t 
pr
o
m
ot
i
o
n 
me
as
ur
e 
fu
Uy
 

su
ba
er
ve
s 
it
s 
~
 
a
n
d 
is
 
n
ot
 
al
l
o
we
d 
t
o 
b
e 
a
b
us
e
d 
b
y 
t
he
 u
n-

sc
r
u
p
ul
o
us
 
el
e
me
nt
s.
 

N
E
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B
L
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9
8
6 

2
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1
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9
0
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