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INTRODUCTION 

I, the Chairman of the Public Accounts Conunittee, as authorised 
tly the Committee, do present on their behalf this Hundred and 
Thirty-Second Report of the Public Accounts Committee (Sixth Lok 
Sabha) on Paragraphs 8, 14 and 17 of the Report of the Comptroller 

.& Auditor General of India for the year 1976-77, Union Government 
(Civil)-Revenue Receipts-Vol. I-Indirect Taxes. 

2. The Report of the Comptroller and Auditor General of India 
'for the year 1976-77, Union Government (Civil)-Revenue Receipts-
Vol. I-Indirect Taxes was Jaid on the Table of the House on 12 
April, 1978. The Public Accounts Committee examined paragraphs 
8 & 14 at their sittings held on 21, 22 and 23 August, 1978 and consi-

·dered and finalised this Report at their sitting held on 23 April, 1979. 

3. A stateme'nt containing main conclusions or recommendations 
of the Committee is appended to this Report (Appendix). For fad, 
Iity of reference these have been printed in thick type in the body 
··of the Report. 

4. The Committee place on record their appreciation of the assist-
ance rendered to them in the examination of these· paragraphs by 
the Comptroller and Auditor General of India. 

5. The Committee would also like to express their thanks to the 
Ministries of Finance (Deptt. of Revenue), External Affairs, Finance 
(Department of Economic Affairs) and State Trading Corporation 
ot India for the cooperatiO'n extended by them in giving information 
to the CommitteE'. 

NEW DEILHI; 

April 23, 19'79. 
Y(I;isakha 3, 1901 (S). 

P. V. NARASIMHA RAO, 
Chainnan, 

Public Accounts Committee. 



REPORT 
CRAP"J'ER I 

DELAY IN THE INVESTIGATION OF BOOKS OF ACCOUNT OF 
IMPORTERS 

1.1. When the importers have special relationship with the sup-
pliers as agents, collaborators, distributors, etc. Section 14(1) (b) . , 
of the Customs Act, 1962 provides fer de,termination of assessable 
value of imported goods in accordance. with the Customs Valuation 
Rules, 1963 by loading the invoice values suitably. The loading· 
factor is detennined after examination of the boQks of account of 
the importers and the decisions are to be reviewed whenever there 
is a change in their relationship and in the method of invoicing. In 
any case, such a review has to be. taken up a.nd completed well with-
in a period of five years of the earlier review so that any claim that 
might arise against the importers could be preferred before the time-
bar becomes operative. 

1.2. Non-compliance with these provisions resulting in incorrect 
values being adopted and consequential under-asse&sment was notic-
ed in a major Custom House in the. case of an importer having col-
laboration arrangement with a foreign supplier. The relevant facts 
in this connection are indicated below:-

(a) The Custom House issued an Investigation Circular in 
1964 after an examination of the books of account of the 
importer. Although this circular itself indicafed that the 
pattern of invoicing of. the foreign supplier was likely to 
undergo a change after sometime, the Custom House did 
not conduct a review of the books of account until as late 
as 1971-after an enquiry from Audit in October 1969. 

(b) The Investigation Circular, as a result (jf the review com-
menced in 1971, was issued in December 1972, i.e., over 
eight years after the previous circular. 

(c) The changed pattern of invoicing came into eftect on 20 
Octobet- 1965 itself, but was not known to the CUl"tom 
House until the review of the books of account of the im-
porter was taken up in 19'71. The reasons for the Custom 
House not being able to notice the changed pattern of 
invoicing on its own, right from 1965·, are not clear. 

(d) A review of the assessment of the bills of entry relating 
to the invoices made out on or after 20 October 1965 was 
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initiated by the Custom House only in December 1974, 
when Audit raised a query regarding the revised pattern 
of invoicing. The reasons for the Custom House, not 
taking prompt action to review the assessments from 1965 
onwards and for not resorting to the precaution of making 
provisional assessments from 1971. are not; clear-though 
the revised pattern was ti~~ even in 1971. 

1.3. The Customs Hou:se declined to supply to Audit the files e d~ 

ing to the issue of the Investigation Circular of 1972. 

1.4. In reply. the Ministry of Finance stated (February 1978) that 
the total short levy so far noticed as a result of review by' the 
Custom House amounted to Rs. 2,43,832. They have added that the 
party deposited an 'amount of Rs. 1,98,908' to be kept in revenue 
deposit pending the decision of the Court on a writ petition filed by 
the party against the Investigation Circular of 1972. The Ministry 
has also endorsed the opinion of the Collector that "such investiga-
tion circulars constitute appealable adjudication orders and were 
self-contained speaking orders which were adequate for purposes 
of the audit." 

[Paragraph 8 of the Report of the Comptroler and Auditor 
General of India for the year ~  Union Government 
(Civil), Revenue Receipts, Volume I, Indirect Taxes.] 

1.50. Mis. Ashok Leyland Ltd., to whom the Audit para relates, 
become a subsidiary of Mis. Leyland Motors Ltd. Englandw.e.f. 1-4-62 
by virtue of the latter holding more than 50 per cent of the equity 
shares of th.e Indian Company. By an agreement dated the 5 Dec-
ember 1955, the Indian Company had been authorised to manufac-
ture motor vehicles of the type manufactured in the U.K. by the 
English Company. The Indian firm had also been appointed as sale 
agent for spare parts manufactured by MIs. Leyland Motors Ltd., 
Albion Motors Ltd., and Cape Asbestos Co. Ltd., U. K. The last 
mentioned firm had not, however, entered into a formal agency 
agreement with the Indian firm. 

1.6. The Madras Custom House issued an Investigation Circular 
(26/64 dated 5-9-1964) prescribing the loading factors in respect of 
value of spares imported by MIs. Ashok Leyland, Motors from their 
principlals etc. in England. According to this Circular, the invoice 
values of spare parts of Commercial Vehicles were to be loaded by 
10 per cent on c.i.f. value in the case of Leyland and Comet spares 
and by 7.5 per cent of export value in case of Leyland Heavy duty 
spares. The Circular was in vogue till the Customs House revised 
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the-loading factors after a 'fresh investigatioti' and issued 'a revised 
Investigation Circular No. 73/72 on 21 December 1972, i.e., eight 
years after the issue of the previeus circular. 

1.7. The mmit~ee wanted to know the . ~ture and contents of 
an lnvestigation Circular. The Ministry of Finance (Departmel,lt 
of Revenue) have in a written note furnished the following informa-
tion: 

"Whenever value for u st m~ purposes is determined under 
Section 14 (1) (b) . of the Customs Act, 1962, for the reason 
that the buyer and the seller have interest in the business 
of each <>ther or that the price is not the sole· considera-
tion for the sale, an enquiry linvestigation is made into 
the nature of relationship, the extent to which· the sale 
price has been vitiated by the special. relationship, the 
price of the goods of like kind and qualityihlported by 
independent importers, if available, etc. The decision 
which is arrived at after such e ui~ i esti ti  is 
communicated to the assessing officer in thefonn of what 
is sometimes called an 'investigation circular' or some-
times 'valuation circular'. On occasions this is referred 
to merely as a 'Circular'. 

This is issued from a special. cell which operates in each major 
Custom House and which is generally called 'Special Valu-
ation Branch'. 

The present practice in the .Custom Houses is that the investi-
gation is made by the Examiners and the Appraisers post-
ed in the Branch and the decision that is finally taken is 
at the level of an Assistant Collector of Customs. Some-
times, the decision is taken at the Deputy Collector's level 
also." 

1.B. Subsequently the Ministry of Finance furitished copies of 
the Investigation Circulars issued by the Madras Custom House in 
the case of Mis. Ashok Leyland in 1964 and 1972 (Appendices I & IT) . 

1.9. The Committee wanted to know the periodicity for the review 
of the accounts of the importers who have special relationship with 
foreign suppliers. The Ministry, of Finance (Department of Reve-
nue) have in a written 'note intimated as Wlder: 

"In tenns of Board's letter F. No. 31 201 7O-Cus. VI dated the 
3rd November 1970, ,the examination of the books of 
accoWlts of importers having special relationship with 
foreign suppliers, should be conducted at least once in 



four' years. These reviews are -required to be cond'ueted 
with this periodIcity even if no special infor·mation is 
available calling 'for a review." 

LIG. Asked for the reasons of prescribing this periodicity and also 
about its efficiency, the Ministry of Finance (Department of .e~ 
venue) have further stated: 

"The periodicity for review of books of ~ u ts once in four 
years has been laid down ~ i  in vi'ew proviso to Se ~ 

tion 28 of the Cu'stoms Act, 1962, in terms of which de-
mand for short recovery can be issued within 5 years 
where any duty has been short levied by reasOn of collu-
sion or any wilful mis-statement or suppresSion of facts 
by the importer or exporter. 

This periodicity has been found to be satisfactory and the 
cU$tom Houses have by and large, been observing it. What 
appears to be wrong is not the adequacy of this frequency 
but the occasional default in its observance as has happen-
ed in Madras Custom House." 

1.11. When enquired about the procedure in vogue for review in 
the case of Ashok Leyland Madras, the Member (Customs) replied: 

"Arrangements between two firms which ate in a situation of 
the type we have seen in this case have got to be review-
ed periodically. Whenever there is this kind of a princi-

~di r  arrangement pr a ,Sole Agency arrange-
ment, the contract between the two or the c;ollaboration 
agreement between the two firms and their books of ac-
counts are supposed to be examined periodically to find 
out to what extent the prices are acceptable for the purpose 
of Section 14 and, if they are not acceptable, what should 
be the percentageot variation that should be' added or the 
loading that should be added to the invoices." 

1.12. Asked in regard to the quantum of loading, the witness has 
added: 

"If there is an independent importer who is paying a certain 
price, then the loading will be of the order of the differ-
ence between the price of the independent importer and 
the price of the firm." 

1.13. The Committee wanted to know whether in case of BRy 
change in the pricing pattern, the concerned company was required 
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tOil}tim.te. the chaJ;\ge to the Department. The Member (Customs) 
has replied: 

"They are supposecJ to; on every bill of eintry, they have to 
give a declaration. In respect of every single importation 
they make, on the document pertaining to that importa-
tion, which is ~ the bill of entry, they have to make 
a declaration." 

1.14. Asked when did the change take place in the case of Ashok 
Leyland Madras, the. witness has state(i: 

"The pattern of invoicing changed on 20 October 1965." 

1.15. Enquired if the change in this case was reported to the De-
partment, the witness has stated: 

"No; they never reported. They went on giving the declara-
tion that there has been no change in the pattern of in-
voicing or their arrangement with the 'foreign suppliers." 

1. It). The Committee wanted to know the mechanism available 
with the Department to detect the change in the pattern in case the 
same is not reported by the importer. The Ministry of Finance 
(Department of Revenue) have in a written note intimated as under: 

"Whenever there is a change in the method of invoicing the 
assess:ng officers, who are dealing with repeated imports, 
should be able to detect the change. Changes in the pat-
tern of invoicing which escape detection by the assessing 
officer, should normally come to the notice at the time of 
review of the books of accounts of  the importers which 
is required to be undertaken once in four years by the 
Valuation Section of the Custom House in terms of Board's 
letter F. No. 2 ~ us. I dated 3-11-1970." 

1.17. The Committee wanted to know the reasons for the inordi-
nate delay in the review of the CircuJ.ar No. 26/64. The Ministry of 
Finance (Department of Revenue) have in a written note stated as 
under: 

"The questionnaire for review of the Investigation Circular 
No. 26/64 was issued on 4-11-1969. Reminders calling for 
the reply from the importers were sent. There was, how-
ever, admittedly a long delay in pursing the matter. It 
may, however, be stated that during this period, the im-
porters declared in all the bills of entry filed by them 
that there was no change in the method of invoicing. The 
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Customs also failed to detect changed pattern of invoicing 
until the appraiser of the Special Valuation Branch notic-
ed this at the time of scrutiny of t ~ documents in the 
year 1972. The provisioOa.! ss~s e t was alsp not re-
sorted to. There e~ also delays in not r ~ssi  the 
demands in time." 

1.18. Supplementing in this connection, the Finance SeCTetary 
has stated in evidence: 

"In this particular case there was a serious omISSIon in that 
he failed to make a provisional assessment even at the 
time of issuing a questionnaire or when he found that the 
party was delaying reply to the questionnaire. The Cus-
toms House should have resorted· to ·provisional . assess, 
ment in which case the limitation could have been saved. 
"They failed to do that." . 

1.19. Explaining the reasons for the lapse, the ChaIrman, Central 
Board of Excise & Customs has stated: 

"This is technically a failure, but all that can be said is that 
the firm was giving day in and day out on every docu-
ment a declaration that their arrangements have not alter-
ed at all since the circular df 1964. This certificat-e must 
have been responsible for a sense of complacency amongst 
the staff, but·the other factor was that there· were no 
instructions in the Government at that time about this 
periodicity of the review. Every Custom House had its 
own arrangement. In HnO after the PAC· pointed out, 
some instructions were issued to be applied uniformally 
everywhere that these reviews should be started at the 
end of the four years and completed by the end of five 
years so that this period of limitation would be taken care 
of. After these instructions were issued, uniformity 
should have been there, but in· this particular case, this 
lapse was there." 

1.20. The mmitt~ pointed out that in the Circular issued in 
1964 it was clearly stipulated that the pattern of import by 
MIs. Ashok Leyland Ltd. would change and that firm would become 
the sole importers necessitating a review <if that Circular. They 
wanted to know whether there was any deliberate attempt to delay 

~
.Vide para 1.72 of 110th Report (Fourth Lok Babba) 
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the review until 1972. The Chairman, Central Board of Excise & 

Customs has stated: 

"I do not think there is any excuse. This is an administrative 
lapse and w·e are going into that. This is not the only 
failure. There are one or two other failures." 

1.21. Summarising the causes for the lapse, the Ministry of Fin-
ance (Department of Revenue) have in a written note intimated as 
under: 

"The only thing that can be pleaded as a possible reason 
(though not fully acceptable) for not taking the timely 
review of Investigation Circular of 1964 was that the· im-
porter did not inform the Custom House about the change 
in pattern of invoicing. In fact, they cpntinued to give 
a declaration on the reverse of the Bill of Entry that there 
had been no change in the pattern of invoicing after the 
examination of their books of accounts by the Custom 
House. 

In Board's letter F. No. 3112170-Cus. VI dated 20-6-19'7(}, Cus-
tom Houses were asked to ensure that the books of 
accounts of importers having special relationship with the 
foreign suppliers are examined well within a period of 5 
years. Subsequently, tlhe Board's letter F. No. 3112170-. 
Cus. VI dated 3-11-1970 it was prescribed that the books 
of accounts should be reviewed at least once in four years. 

The Custom House had initiated review of the books of accounts 
of Mis. Ashok Leyland in 1969. However, the require-
ments laid down in Board's letter dated 2Q..6-1970 and 
3-11-1970 were not kept in view and the review was 
delayed. " 

1.22. Enquired in regard to the action taken to fix resp:msibility, 
the Ministry of F'inance (Department of Revenue) have in a written 
note stated: 

"The Directorate of Investigation as well as the Chief Vigil-
ance Officer of the Central Board of Excise & Customs have 
been asked to enquire into the matter and fix responsibility 
for the lapses." 

1.23, The Committe2 wanted to know the penal provisions under 
the rules against the firms who failed to report the change. The 
Member (Customs) has replied during e id~ e  

"We have the powers under the Customs Act, Sections 111 and 
112 of the Customs Ad would be relevant in this !resped. 
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Section III says that 'the following goods brought from 
a place outside India shall be liable to confiscation '. Then 

there are number of clauses, and the Clause relevant for 
our purposes is Clause (m). Clause (m) says: 'Any goods 
which do not correspond in respect of value or in any other 
particular with the entry made under this Act or in the 
case of baggage with the declaration made under Section 
77 in respect thereof are liable to confiscation· ... 

1.24. Asked what could be confiscated in case the transactions 
were detected after 8 years as in the instant case. the witness has 
stated: 

"For that we have the provision in Section 112 which says that 
'any person who, in relation to any goods, does or omits to 
do any act which act or omisison would render such goods 
liable fCJr confiscation, shall be liable in the case of goods 
in respect of which any prohibition is in f::>rce under this 
Act or any other law for the time being in force. to a pen-
alty not exceeding five times the value of the goods or 
Rs. 1,000, whichever is greater'. In the case of dutiable 
goods. other than prohibited goods, the penalty is five times 
the duty sought to be evaded on such goods or Rs. 1,000 
whichever is greater." 

1.25. The Department in reply to draft Audit para had stated 
(February 1978) that the total short levy so far noticed as a result 
of review by the Customs House amounted to Rs. 2,43,832. The Com-
mittee wanted to knew the details of this s rt~ e  and the steps 
taken for its recovery. The Ministry of Finance (Department of 
Revenue) have in a written note stated as under: 

"The actual amount is Rs. 2,79,417.19 and not Rs. 2.43 lakhs as 
reported in this Department's reply to the draft Audit 
para. Out of this, demands were confirmed for Rs. 54,814.17 
and this amount has been already recovered. In respect of 
the balance ~ Rs. 2,24.603.02, demand under Section 28(1) 
proviso had been issued. A sum of Rs. 1.98,908.56 had al-
ready been deposited by the firm. The entire amount of 
Rs. 2,79,417.19 relates to per;od Decembc..·r 1972 to Se tem~ 

ber 1973. 

'The party has contested the demands on the ground that the 
proviso to Section 28(1) of Customs Act 1962 was not appli-
cable in their case. They also moved the Madras High 
CQurt in certain matters concerning the ll'lvestigation 
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Circular. Against the decision of the dr~s High Court 
the Department has tiled a Writ Appeal which is pending 

decision. 

The entire amount of Rs. 2,79,417.19 is covered by Customs 
demands. This amount pertains to imports subsequent to 
the issue of investigation circular No. 73/72. As regards 
the earlier period, the short levy is estimated to be approxi-
mately Rs. 5.3 lakhs. The demand for this is time-barred." 

1.26. Subsequently, the Ministry of Finance (Department of Re-
venue) have in a written not.e stated as under: 

"Party has been requested to make voluntary payments of 
Rs. 5.3 lakhs for which demands issued under Section 28 
are time-barred. Action under Sections 111 and 112 of the 
Customs Act, 1962 is also being taken." 

1.27. Enquired about the fate of the Writ Appeal filed by the De-
partment, the Ministry of Finance (Department of Revenue) have 
stated that it has yet to be listed for hearing. 

1.28. The Committee wanted to know the names of other f!rms, if 
any, who were having  relationship with the foreign suppliers and 
whose declarations were not checked within a period of four years. 
The Ministry of Finance (Department of Revenue) have in a written 
note stated as under: 

"In the last three years, books of accounts of the following 
firms were not reviewed within a period of four years: 

Name of the linn Cone .. rned Custom Hoult' 

I. Mis. Hc:gde & Gc)\ay, Banga\ur.. • Madras 

:.l. Standard l'rinting Machiner), Contpan)" Madras 

3. Mis. O.E.!';. India Limited . Coehin ... 

----'--'''---''-._------.. ------.. _----

1.29. Asked for the reasons., the Ministry of Finance (Department 
of Revenue) have stated: 

"The precise reasons why this was not done are being ascer-
tained from the two respective Customs Houses." 

1.30. The Committee noted from the Audit paragraph that the 
ust ~ House declined to supply to Audit the file e~di~ t  the issue 
of Investigatibn Circular of 1972. When asked fot: the r~ s s there-
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for, the Ministry of Financ£' (Department of Revenue) have in a 
written note stated as under: 

"The Collector of Customs, Madras had, in his letter dated 
8 July 1977 to Senior Deputy Accountant General, Office of 
Accountant General, Madras, intimated to the latter that 
investigation circulars constituted record of adjudication 
r eedi ~ and were appealable orders. He had, there-
fore, regretted that such files relevant to adjudication pro-

ceedings could not be made available to Central Revenue 
Audit." 

1.31. Asked iJ there were any instructions of the Board on the 
subject, the Ministry of Finance (Department of Revenue) have 

replied: 

"Board is~ued instructions to the Collectors in 1976 that cer-
tain categories of files need not be made available to the 
Audit, but had, at the same time, said that there should be 
110 objection to show to Audit files containing orders-in-
adjudication, appeals, etc. relating to question of assessment 
to duty including tariff classification and valuation. The 
Board had asked the Collectors to examine each case per-
sonally and decide." 

1.32. Enquired if the matter was referred to the Board by the 
Collector of Customs before issuing the letter to A.G., Madras, the 
Ministry of Finance (Department of Revenue) have replied in the 
negative. 

1.33. On being pointed out by the Committee that the investiga-
tion in this case was a sort of judicial enquiry and as such the file 
could have been made available to Audit, the Finance Secretary has 
replied in evidence: 

"That file ought to have been made available to Audit. That 
Customs House misinterpreted the instructions given by 
the Central Board of Revenue. They ought to have made 
this file available to the audit." 

Procedure for the valuation of goods for levy of CU$toms Duty. 

1.34. The Committee wanted to know the details of the arrange-
ments which existed in the Customs Houses for the valuation of goods 
on import. The Ministry of Finance (Department of Revenue) have, 
in a written note stated as under: 

"(i) Under Section 14(1) of the Customs Act, 1962, the basis of 
.. valuation is the price fer delivery at the time and place of 
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importation in the course of International trade where the 
seller and the buyer have no interest in each other's busi-
ness. Therefore, unless there is an indication that the 
importer and the supplier are connected with each other 
Or whj;!re it appears to the appraiser that the invoice does 
not indicate the true price in the course of international 
trade, the assessment is made on the basis of the price 
declared in the invoice. The bank certified invoice which 
is generally filed with the Bill of Entry is also checked in 
order to verify the payment involved. 

(ii) The value of imported goods is verified with reference to 
value of similar goods imported earlier and kept in the 
record maintained by the assessing officers. 

(iii) In cases where is a doubt about the correctness of the in-
voice value, the prices are checked with reference to the 
indent, acceptance the correspondence exchanged between 
the buyer and the seller of credit. Market enquiries are 
also made to ascertain the correctness of the declared value. 
Prices are also compared with the supplier's price list, if 
any, in such cases. 

(iv) Where the importers and the suppliers are connected with 
each other, the Special Valuation Branch of the Custom 
Houses examines the case to determine the valuation of the 
goods under Section 14(l)(b) of the Customs Act, 1962, 
read with Valuation Rules, 1963. 

(v) With a view to provide check on assessments in suitable 
cases by Assistant Collectors, instructions have been issued 
prescribing that the Bills of Entry in the follOwing cases 
are to be checked by the Assistant Collector after these are 
passed by Appraisers: 

(a) Where value of goods exceeds Rs. 20,000 but excluding 
machinery, bulk products and imports by Government 
Departments and Public Undertakings; 

(b) Where the l?roduct is imported for the first time; 

(c) Where ihere is a doubt felt by the Appraiser; and 

(d) 20 to 25 per cent of the remaining Bills of Entry selected 
at random." 

1.35. The Committee wanted to know how the Customs Houses 
knew about the relationship between the seller and the buyers and 

696 LS-2. 
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the price in the seller's countries. The Ministry of Finance (Depart-
ment of Revenue) ha,,-e furnished the following information: 

"The following arrangements exist in the Custom Houses for 
collection of information legarding the relationshi!) bet. 
ween the buyers and sellers; the basis of price in the sup-
plying c()untrie<;. and for correlating information between 
different Custom Houses, Reserve Bank of India and other 
Ministries: 

(1) The importer is'l''equired to affirm ~ declaration in the bill 
~ entry as regards his relationship with the supplier. The 
Special Valuation Branch in Custom Houses examines 
the books of ~ u ts  the relevant agency Figreements 
01' the collaboration agreements, to determine the valua· 
tion of goods und2r Section 14(l)(b) of the Custom Act, 
1962, in cases where the importer is connected with the 
suppliers. 

(2) The relevant price under the Customs Act is the one pre-
vailing in the course of international trade and not that 
prevailing in the supplying countries. It is only in rare 
cases that prices in the supplying count ~ es become rele· 
vant and wnerenecessary these are att:?mpted to be as· 
certained by making references to Indian Missions in 
foreign countries. 

(3) Wherever assistance of another Ministry, Reserve Bank, 
other Custom H us ~ etc. is considered useful, a reference 
is mad€- with regard t D the consignmE'nt under doubt. 
Similarly, information that is likely to be u.seful to other 
Ministries, Custom Houses etc. is passed on to them." 

1.36. The Committee wanted to know if the Department had 
powers to call for files from the countries whose companies had made 
the supplies to India. The Member (Customs) has replied in evi-
dence: 

"We do not have any legal hold. We cannot requisition that 
legally from the person supplying the goods in a foreign 
country. Legally we cannot requisition that. Bu.t certainly 
we can come to know of it." 

1.37. The Committee wanted to know the strategy adopted in cases 
wherc the buyer and seller did not appear to have any apparent com-
mon financial interest but could have some dubious relationship. The 
witness has stated: 

";Where there are imports by independent persoos ... the" rules 
provide that if the price available to importers is ascertain-
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able regardless of the relationship between this firm and 
the foreign firm, we can take the price which ·is quoted to 
the independent importer." 

1.38. When pointed nut that apparently there might JIlot be any 
relationship, but the ri~e itself might give an indication that there 
was something, the witness has stated: 

"That is true; because, if an independent importer pays a higher 
pT1ce than the price of this particular firm, then t ~ere is a 
prima facie presumption th:J.t ',here is some kind of a 
relationship.' . 

1.39. Enquired in regard t.o t~e rulcl' in this regard, the witnes£ 
has explained: 

"The<;e Bules have been f,amed under Section 156 of the 
Customs Act and they are called the Customs Valuation 
Rules, 1963. Very broadly, what they say is that where-
ever t~e value is not ascerta'nable under Clause (a) of Seo-
tion 14 .. the value of a thing imported shall, for the purpose 
of Clause (b) ~ su ~e ti  (1) of Section 14, be determined 
by the appropriate officer in accordance with the provisions 
contained in Rules 3 to 6." 

1.40. The Committee wanted to know how was it ensured that the 
invoices w.:n correct and did not represent arranged prices. The 
Member (Custom!') has replied: 

"1£ thEre is a special relationship between the supplier and the 
buyer locally, then, if I may use this phrase, the invoice 
is prima .facie suspect until we have gone into their arrange-
ments and come to the conclusion that either the invoice is 
acceptable for the reason that the independent importers 
:11so had it at the same price or that the invoices are not 
a ~ ~ e. Whenever there isa collaboration arrangement 
or a sole agency arrangement or a principal-subsidiary 
nrrangement, then prima facie, we have got to go behind the 
invoices and to find out and see whether they represent the 
correct prices or not. In every such case wherever there 
is such an arrangement, we are supposed to go and find out 
eX2.ctly what would be the CO'l'rect price .... In the Customs 
Houses we have got what are called Special Valuat:on 
Branches. Wherever there is a principal-subsidiary rela-
i s~ i  they are supposed to go into this question of exa-
mining their books of accounts and invo'ce arrangements 
or the contracts they have with thei'r principals. After 
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examination of all this, they say whether there should be It 
loading or there should not be a loading and to what extent 
the loading should be etc." 

1.41. Enquired about the expertise available for checking the 
correctness of the valuation declared, the Ministry of Finance 
(Department of Revenue) have in a written note intimated as 
under: 

"The Custom Houses check the value of goods imported or 
exported. This responsibility is discharged by the Ap-
praising DepaTtment of the Custom House where Ap-
praisers with requisite exPerience and expertise for 
valuation and other aspects of assessments are posted. 
For specialised items, there are expert appraisers, such as 
Jewellery Experts, Textile, Experts, Chemical, Electrical 
and Mechanical Engineers etc." 

1.42. Asked if there was any expert accountant in the valuation 
cell, the Finance Secretary has replied in evidence: 

"There are some accounts people but there is need for 
strengthening the organisation with professional compe-
tence, which is available through recruitment of qualified 
accoun tan ts." 

1.43. Adding in this connect' on, the Chairman, Central Board of 
Excise and Customs has stated: 

"In Bombay and Calcutta offices there are appraisers to look 
into these matters. We have got them there. We have 
got some qualified Accountants also. We recruit some 
appraisers directly through U.P.S.C. for specialised dis-
ciplines. One of these disciplines is also accounting. So, 
Bombay Customs House and Calcutta Customs House 
have got some appraisers with accounting knowledge. 
One or two people also are under recruitment through 
the U.P.S.C. The U.P.S.C. is ready to interview more 
candidates for that purpose" 

1.44. Asked about the availability of the legal experts in the 
valuation cells, the witness stated: 

"These people whom we recruit, over a period of time, be-
come seasoned fellows. The seasoned type of men who 
have proved their mettle are posted to the Valuation 
Cells." 
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1.45. The Committee wanted to know the agency available with 
the Valuation Cell to get intelligence about the real price from out 
side the country. The Member (Customs) has replied: 

"We have our officers stationed abroad who feed us with the 
information. " 

1.4.6. Subsequently the Ministry of Finance (Department of 
Revenue) have in a written note furnished the following i~f rm

tion: 

"A Custom Officer of the level of a Counsellor has been post-
ed in the Indian High Commission, London. He is 
assisted by a Custom Officer of the level of Second Sec-
retary. The latter has had a fairly long experience as 
Appraiser in the Custom House. No motor vehicle ex-
pert has, however, been posted in this unit. These 
officers attend to various enquiries, received from the 
Custom Houses and other Enforcement AgenciliS. No 
references in respect to supplies made by Leyland 
Motors, U.K., to Ashok Lfiyland, Madras were made to 
them by the Madras Custom House." 

1.47. The Committee wanted to know how uniformity in the 
valuation was ensured in the different Custom Houses. The Chair-
man, Central Board of Excise and Customs replied during evidence: 

"Uniformity of classification is one of the basic things which 
is absolutely essential in the realm of indirect taxation. 
Otherwise incidence of taxation will be different and the 
trade will object to this. We have a machinery to deal 
with it. The first safety gadget is the trade. The trade 
is the first to know the difference. If there is any diffe-
rence in valuation between one port and another the 
trade will immediately bring it to the notice of the 
Collector of Customs. Thereafter, in periodical quarterly 
meeting of the Collectors, these things arp. discussed" . 

1.48. Asked as to the manner in which coordination wa·s main-
tained between the different Valuation Cells to eliminate chances 
of differences in valuation, the witness has stated: 

"So far as this category of people with whom We deal, is con-
cerned today, that is, those who have inter-relationship, 
the valuation is done only by that particular Customs 
House where the headquarters of the branch is situated. 
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Whatever the valuation they do for t1lis Head Office, it is 
applied all over the country. Other branche3 do not do 
it independently. The same price which is determined 
at one place is appli"cable all. over the country, for all the 
other branches." 

In reply to a query the Ministry have stated that "there is no 
cell at the Centre for settling the differences in va:uatL'n ~t ee  

one port and another." 

1.49. Enquired if different norms had been applied by different 
Custom Houses in regard to the loading of invo'ces relating to im-
ports by the same company, the Ministry of Finance (Department 
of Revenue) have in a written note stated as under: 

"This question should not arise because the scrutiny of books 
of accounts in undertaken by the Custom House nearest 
to the Registered Head Office of the firm. ~es of the 
investigation circulars issued by a Custom House are end-
orsed to other Custom Houses." 

Under-invoicing and over-invoicing of goods. 

1.50. During evidence it transpired that ove::-invoicing and 
under-invoicing had assumed huge proportions in foreign trade. The 
committee wanted to know the reasons for resorting to under-
mvoicing and over-invoicing and the provisions under the rules to 
curb such mal-practices. The Ministry of Finance (Department of 
Revenue) have stated as under: 

"Under -invoicing and over-invoicing of goods is resorted to 
both for imports and exports. Under-invoicing of imports 
results in payment of less import duty and importation 
of larger quantites than would have been otherwise 
allowed under the ITC Licence. Over-invoicing of im-
por-ts is attempted with a view to remit excess foreign 
exchange 

de i i i~  of exports is mainly made with a view to 
accumulating the difference in undisclosed foeign exch-
ange holdings abroad sinee there are hardly any dUties 
on expO't'ts. Over-invoicing of expoll'ts is directly linked 
with export entitlement schemes under which import 
licences are granted on the basis of export values. 
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To curb such under-invoicing and over-invoicing in respect of 
exports! imports, the Customs Act, 1962 and Foreign 
Exchange Regulation Act have specific provisions. In 
addition to the confiscation of goods under Sections 111 
and 113 and impos'tion of penalties under SectIons 112 
and 114 of the Customs Act, 1962, read with Section 18(1) 
(a) of the Foreign Exchange Regulation Act, prosecutions 
can also be launched against the persons concerned under 
Section 132 and Section 135 of the Customs Act, 1962." 

1.51. The Ministry of Finance have also given the following 
details of amendments made in 1973 to the Customs Act 1962 to plug 
the ~ es in the law on the basis of the recommendations of the 
Study Team on Leakage of Foreign Exchange (through Invoice 
Manipulation: 

"(a) In Clause (m) of Section 111, for the words 'any dutiable 
01' prohibited goods which do not correspond in any mate-
rial particular', the words 'any goods which do not corres-
pond in respect of value Or any other particular' were sub-
stituted. This amendment was ,considered necessary be-
cause by over-invoicing the imports a person can arrange tc 
remit a larger amount than the value of the goods import-
ed by him with a view to illegally secreting the excess 
foreign exchange abroad. 

(b) A 'new clause (iii) was added to Section 112 of the l.:w.-
toms Act, 1962 to provide that in cast or goods lD respect 
of which the entry made under the Act is in an amount 
higher than the value of the goods, the person concerned 
would be liable to a penalty not exceeding five times the 
different betwen the value declared and the actual value 
of the goods." 

1.52. The Committee wanted to know if the mechanism avail-
able with the Custom Houses for detection of over-invoicing and 
under-invoicing was adequate and fool-proof. The Ministry of 
Fi'nance, (Department of Revenue) have in a written note stated: 

"The mechanism available with the Custom Houses for detec-
tion of over-invoicing and under-invoicing appearll to 
require improvement mainly in regard. to the systems for 
collection of internal and external commercial intelli-
gence. At present no arrangements for obtaining syste-
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matic iniormationlintelligence regarding prices of various 
commodities exist. In this regard, both the Customs 
Study Team and t'>.e Study team on Leakage of Foreign 
Exchange through Invoice manipulation had observed 
that the existing machinery for collection of inteliigence 
in respect of under-invoicing and over-invoicing and 
about the activities of specific exporters and importers 
{-"')M. r)Jrces in foreign countries needs to be streng-
thened." 

Dilution of foreign equity. 

1.53. The Committee wanted to know the position in regard to 
Indianisation of the foreign companies under the Foreign Exchange 
Regulation Act. The representative of the Ministry of Finance 
(Department of Economic Affairs) has stated in evidence: 

"The provisions of Secti:on 29 of the Foreign Exchange Re-
gulation Act apply to the companies which were e~ t

ing in India as on 1 January 1974 when the Act came into 
force. According to the u de ~ e  issued under SectiOn 
29 of the Act, foreign companies operating in India have 
to reduce their foreign equity either to 74 per cent OT to 
51 per cent or to 40 per cent depending on their activities. 
In addition, tea companies were given the right of retain-
ing 74 per cent of foreign share holding after converting 
themselves into Indian Companies. In all, about 880 com-
panies were issued notices under Section 29 of the FERA 
but some of them were already winding up their activi-
ties in ilndia or had been dormant for long. So, the num-
ber of companies which were really active and to which 
the Act applied were roughly 500 to 600. Out of these, 
about 200 to 250 were entitled to retain their foreign 
equity as they were, because they were operating in 
high priority areas and their foreign equity was bC'low 
the level permitted under the Act, The number of com-
panies which had to reduce their foreign equity-I am 
talking from memory-was 'roughly 350 to 400. The Indian-
isation. scheme of most of these companies has been ap-
proved and it is expected that within three or four months 
all of them will bring down the:r foreign equity. All the 
Companies have to comply with the FERA directive!:! 
because these are statutory in character. If there is any 
company which is UIUlple to comply with them, it has no 
alternative but to close down its activities in India." 
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1.54. Asked in this regard about Ashok Leyland, the witness has 
replied: 

"So far as Ashok Leyland is concerned, this company nas 
bten operating in India with 60 per cent foreign equity, 
Tile equity holding of the company, British Leyland 
I-Iddings Ltd., is now of the order of 59 per cent in this 
company. Production of commercial vehicles is one of the 
items lsted in Appendix I of the Industrial Licensing 
Policy of 1973 and the foreign companies which are operat-
,ing in industries specified in Appendix I of the Indus-
trial Licensing Policy are entitled to retain foreign equ:ty 
upto 74 per cent. So, so far as Ashok Leyland is concern-
ed, it is not under any FERA obiigatl.On as such because 
its foreign equity was only of the order of 60 per cent, 
while under the FERA, it is entjt:ed to retain its equity 
up to 74 per cent. But in December 1973, this company 
was given an industrial licence for exp:mslon of its 

ti it~es  from 54100 to 10,000 trucks. There is another 
formula, called the Dilution Formula, which is in forCE 
from 1972 cnwards and under that f rmu~.  fore;gn com-
. panie:, which are operating with more than 51 per cent of 
foreign equity have to neceJsarily issue a certain percen-
t ~e of their equity to IIndian residents ;n their expp.n-
sion projects. That is to say, companies which are having 
up to 60 per cent foreign equity have to finance at leasf 
25 per cent of their expansion by issue of fresh equity tu 
Indian res~de ts. Under that formula, when Ashok Ley-
land were permitted to expand, they were asked to re-
duce their equity from 60 to 51 per cent in accordance 
with the formula of 1972. This is not because of FERA 
guidelines because under FERA they are entitled to re-
tain up to 74 per cent." 

1.55. Enqui'red about the consequences if the company in ~S

tion did not expand, the witness has added: 

"If it is not expanded, then they would be entitled to rr~ 

on with foreign equity of 60 per cent." 

1.56. In regard to the transfer of any assets etc, by non-resi-
dents, the witness has stated: 

"So far as the transfer of assets or transfer of shares is con-
cerned, under Section 19(5) of the Foreign Exchange &,-
gulation Act, no non-resident can transfer his sset~ nt' 
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his shares without the prior permission of the Reserve 
Bank of India. So, even between two non-residents, that 
is to say, between one foreign shareholder and another 
foreign shareholder, no assets or shares can be transferred 
witho.ut the prior permission of the Reserve Bank of 
India." 

1.57. The Committee desired to know as to when the notice was 
issued to Ashok Leyland for the dilution of their foreign share hold-
ing. The witness has stated in evidence: 

"The Reserve Bank issued a notice to Ashok Leyland on the 
22 December 1976, asking them to dilute foreign share-
holding from 60 to 51 per cent by 22 December 1978." 

1.58. Asked how the dilution was to be brought about, the wit-
HJS stated: 
"The manner in which this dilution is to be brought about 

is by the issue of additional equity of the order of about 
Rs. 2.35 crores by Ashok Leyland on its present capital 
base of Rs. 9.35 crores. The issue of shares to the public 
and the determination of the premium are under dis-
cussion with the company." 

1.59. Subsequently the Ministry of Finance (Depa-rtment of 
Economic Affairs) have in a written note furnished the following 
latest position of dilution in respect of this company: 

"The Reserve Bank of India, as the statutory agency to 
eniorce the provisions of Section 29, has been pursuing 
the matter with the company. The Ministry of Industry, 
which had issued the licence, was also keepi:rlg a watch 
on the fulfilment of the condit.i;ons :%mposed under the 
Industrial Licence. The company has since submitted a 
scheme seeking to dilute non-resident interest to 5 per-
cent. This scheme is currently under discussion bet-
ween the Controller of Capital Issues and the Company's 
representatives." 

1.60. The Committee find that the valuation of goods is deter-
mined under Section 14(I)(b) of the Customs Act, 1962, read with 
Valuation Rules, 1963 in cases where the buyer and the seller have 
interest in the busineSS of each other or that the price is not the sole 
consideration for the sale. Before the value. is determiaed for levy 
of customs duty in such eases, an enquiry/investigation is made by 
the Speeial Valuation Branch which operates in each major Customs 



21 

House, into the nature of relationship, the extent to which the sale 
price has been vitiated by the special relationship, the price of the 
goods of like kind and quality imported by independent importers, 
if anilable, etc. After such enquiry /investigl1tion, the 
decision is communicated by the said Branch to the assessing officer 
in the form of what is sometimes called an "investigation circular" 
or sometimes "vaJuation circular" indicating the percentage of varia-

tion that should be added or the loading that should be added to the 
invoices. This loading is of the order of the difference between the 
price of the independent importer and the price of the firm. The 
extent of such loading of the invoice value calls for a detailed exa-
mination of the books of account of the importers and necessitate'J 
a review whenever there is a change in the pattern of their rela-
tiollship with their principal and/or in the mode of invoiciqg. Accord-

ing to the in.;tructions issued by the Central Board of Excise and 
Customs in 1970, such review is to be conducted once in four years 
and this periodicity is to be adhered to even if no special information 
is available to call for a review. 

1.61. M/s Ashok Leyland Ltd., Madras became a subsidiary of 
Mis. Leyland Motors Ltd., England w.e.f. 1-4-1962 by virtue of the 
latter holding more than 50 per cent share:. of the Indian company. 
The Indian firm had been appointed as sole agent for 8pare parts 
manufactured by M/s. Leyland Motors Ltd., Albion Motors Ltd. 
and Cape Asbestos Co. Ltd., U.K. The Madras Customs House issued 

an Investigation Circular on 5-9-1964 prescribing the loading factors 
in respect ~ values of spare., imported by M/s. Ashok Leyland, 
Madras from thf':r prjncipals etc. in England. A rd ~ to this 
drcular the invoice vaiue of spare parts of commercial vehicles was 
to be loaded by 10 per cent on c.i.f. value in the case of Leyland and 
Com.et spares and by 7.5 per cent of export value in case of Leyland 
Heavy duty &pares. This circular, inter alia, also clarified that the 
pattern of imports was to change after sometime and that M/s 
Ashok Leyland Ltd. would become the sole importers of the agency 
products necessitating the review of the circular for determination 
of the assessable value. The pattern of imports by Mis Ashok 
Leyland Ud. changed on 2'0 October 1965. The next circular. as 
a result of the review which commenced in 1971, was, however, 
issued only in December 1972, i.e., over a period of 8 years after 

the previous circular. 

1.62. The Committee regret to note that the inordinate delay in 
the issue of the circular has resulted in short-levy to the tune of 
Rs. 5.3 lakhs for the period prior to the issue of circular in 1972. 
The demand for thi" &mOWlt has become time-barred and the party 
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has been asked to make voluntary payment. The Committee regret 
that the amount has been allowed to become time-barred aad the 
Department has been driven to the necessity of asking the party to 
make voluntary payment. The Committee would like that respon-
sibility may be fixed for the delay in issue of circular which has 
Ie d to loss of revenue. 

1.63. Besides the short-levy of Rs. 5.3 lakhs, there was also an 
under-assessment of about Rs. 2.79 lakhs for the period from Decem-
ber 1972 to Septem.ber 1973 after the issue of circular in 1972. Of 
this, a sum of Rs. 54,184 is reported to have been realised. The party 
moved the Madras High Court in certain, matters concerning the 
Investigation Circular and the Department has filed a Writ Appeal 
against the decision of the High Court. The Committee would like 
to be informed of the decision. 

1.64. The Committee are surprised to note that when the ques-
tionnaire for review of the investigation circular of 1964 was issued 
to the importers on 4 November 1969 no effort was made to pursue 
the matter vigorously. They also regret that when it was found 
that the party was delaying the reply to the questionnaire. no action 
was taken to resort to provisional assessment in which case the 
limitation could have been saved. Admitting the lapse, the Chair-
man, Central Board of Excise and Customs has stated during evi-
dence: "I do not think there is any excuse ..... This is not the only 
failure. There are one or two other failures." The Committee have 
been informed that the Directorate of Investigation as well as the 
Chief Vigilance Officer of the Central Board of Excise & Customs 
have been asked to make enquiries into the matter and fix responsi-
bility for the lapses. The Comm.ittee desire that the investigations 
should be completed on a priority basis and stern action taken against 
those found guilty of the lapse. 

1.65. Each importer is required to give a declaration ip respect 
of every single importation on the document which is called a Bill 
of Entry. Though the pattern of invoicing had changed in this case 
w.e.f. 20 October 1965, the firm had been giving false declarations 
on every document that there had been no change. Even though 
according to existing procedure, the assessing officers who are deal-
ing with repeated imports should be able to detect the change in the 
event of failure on the part of the party to fulfil this obligation, the 
change was not detected until the appraiser of the Special Valuation 
Branch noticed it at the time of scrutiny of the documents in the 
year 1972. The lapse in this case has given rise to apprehensions 
in the mind of the Committee about the adequacy of the procedure 
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and instructions on the subject which do not appear to be fool-proof. 
The Committe2 suggest that the Board should review the procedure 
immediately and devise some methodology whereby all the loop-
holes can be plugged and the departmental officers can come to 
know of the change immediately in the event of the party failing 
to discharge their obligation. 

1.66. The Committee understand that action under Sections 111 
and 112 of the Customs Act has been initiated against the firm for 
giving false declaration in respect of the imports made"y them. 
They would like to be apprised of the conclusive action taken against 
the party. 

1.61. The Committee find that besides Ashok Leyland Ltd., the 
declarations of MIs. Hegde and Golay. Bangalore, Standard Printing 
Machinery Co., Madras and O.E.N. India Ltd., Cochin were not 
checked within the prescribed period of four years as required under 
the instructions of the Board. The reasons for this omission have 
not been intimated to the Committee. The Committee would like 
the Department to investigate the precise reasons for this lapse. 
They would also like to know if there are other cases of similar 
nature and the action. taken or proposed to be taken against the 
officers found guilty of the lapse and the firm; responsible for con-
travening the provisions of the rules. 

1.68. The Committee regret to note that the Collector of Customs. 
Madras had declined to supply to Audit the file leading to the issue 
of Investigation Circular of 1912. The Finance Secretary has admit-
ted during evidence that the Customs House misinterpreted the ins-
tructions given by the Board and they ought to have made this 
file a .... ailable h the Audit. The Committee desire that suitable 
instructions should be issued by the Board to ensure thAt instaD(:es 
of the type as have occurred in this case do not recur. 

1.69. The Committee are perturbed to note that there was no 
uniformity until the year 1970 in the periodicity for the review of 
the Investigation Circulars in the various Custom H u~ . It was 
only in compliance with the recommendations of the PAC contained 
in paragraph 1.12 of their 1I0th Report (Fourth Lok Sabha) that 
the Department had issued instructions in June and November 1970 
for such reviews to be started at the end of four years and sompleted 
well before the end of five years so that the period of ;imitatioJl 
under the Customs Act could be taken care of. The<;e instructions 
were meant to be applied uniformly everywhere in aU the Customs 
Houses. Despite these instructions i 1 force there was a long delay 
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01 8 years in the Madras Customs House who reviewed their Cir-
cular of 1964 in respect of Ashok Leyianu Ltd. only in the yeat 
1972. Admitting the fact the Chairman Ccntral Board of Excise , 
& Customs stated during eviden.:e: "After these instructions were 

issued UDiformity shoutd have bcen there, but in this ilarticular 
case, th:s lapse wes thece." The fact that the implementation of 
tlle instructions in leHer and spirit is more important for the attain-

meDt of the desired objectives than the mere issuance oj. the in-
structions needs hardly any emphasis. The Department feIt con-
teMed after issuing the instructions and do not appear to have kept 
any check or track on their implementation from time to time. The 
Committee strongly deprecate this laxity on the part of the Deput-

mcnt and desire that a probe should be made immediately to locate 
the causes for this lapse and remedial steps, as are warranted, 
should be taken to ensure that there is no failure of the type a:> 
has occurred in this case. Action taken in th's direction may be 
intimated to the Committee in due course. 

1.70. The Committee find that the responsibility for the valuation 
of goods imported or exported is diocharged by the Appraising De-
partments Qf the Customs Houses where Appraisers with requ'site 
~ erieA e aad expertise for valuation and .other aspects of assess-
ment;, are posted. They have been informed that there are some 
accounts people in these departments tMlt there is stU! need for 
strcngthening the organisation with profe.si :nal compcience. The 
Committee would like the Board to take su'table steps ~.  ensure 
that the Appraising Departments of all Customs Houses are manned 
with qualified and competent accountants SO a .. to equip them with 
the requisite expertise. 

1.71. The Committee find that there pre at present no arrange-
ments .for obtaining s ~tem ti  informat;on or intelligence in regard 
to the prices of different C{}mmodities in the various Customs Houses. 
In the absence of such facilities, the de:cction of cases of under-
invoicing and over-invoic'ng become a distant re i~  and result 
in heavy losses to the NatirJDRI Exchequer. The Committee need 
hardly point out that both the Cu<;toms Study Team and the Study 
Team on Leakage of Forei,{n Exchange through Invoice Manipula-
tion had observed that the e ti ~ machinery for collection of intel-
ligence in respect of under-invoicing pod e~ i i i  find about 
the activities of specific exporters 2'1ld iml)orters from "ources in 
foreign (!ountries needs to be strengthened. The Committee, -there-
fore, desire that the systems for collection of internal and external 
commercial i e~H e e .,hould be improved and strengthened in the 
oational interest So as to make them fool-proof and capable of curb-
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ing the loopholes existing at present for resort to under-invoicing 
and over-invoicing by unscrupulous traders. 

1.72. The Committee learn that Mis. Ashok Leyland is er ti ~ 

in India with 60 per foreign equity and the eql1ity halding of the 
holding company. British Leyland Holdings, is at present of the 
order of 59 per cent in thh company. Production of commercial 
vehicles is one of the items listed in A e~di  I of the Industrial 
Licensing Policy ef 1973 and the foleigncompanies which are ope-
rating in that field are entitled to retain foreign equity u!Ko 74 per 
cent. Ashok Leyland is therefore not to reduce its foreign equity 
under Foreign Exchange Regulation Act. They have, however, been 
given an industrial licence for expamion of its activities from 5400 
ts lQ,OOQ trucks aDd under Difution Formula in fOl"ce from 1972 
onwards, they will be required to finance at least 25 per cent of 
their expansion by issue of fresh ,equity to Indian resicknts. The 
scheme seeking to dilute non-resident i te~ est to 51 per cent on ex-
pansion is stated to have been fubmitteil by the company to the 
Government. The Committee would like the Government to pursue 
the matter vigorou::;ly So that the foreign equity of the company is 
reduced at the earliest. 



CHAPTER U 

DELAY IN RECOVERY OF DUTY ON THE SALE OF IMPORTED 
CARS BY THE STATE TRADING CORPORATION 

Audit Paragraph 

2.1. Motor vehicles imported free of customs duty by privileged 
persons/organisations and sold within three years from the date of 
import are subject to levy of customs duty. Where such vehicles are 
acquired and sold by the State Trading Corporation of I'ndia, the 
Corporation is liable to pay the customs duty leviable thereon. The 
us~ ms authorities are required to intimate the exact amount of 
duty-payable on receipt of information of the sale. 

(a) In respect of such sales at one of their bran-ch offices, a sum 
of Rs 21.19 lakhs representing the customs duty payable as on 31st 
March, 1975 in respect of the sales from 1970-71 onwards was lying 
with the Corporation for want of confirmation r ~ rdi  the exact 
duty payable. 

No consolidated record or register to watch the prompt realisa-
tion of such dues is maintained by the Custom House. 

The Ministry of Finance stated in reply (February 1978) that ac-
cording to the data submitted by the State Trading Corporation for 
the period upto 31st March, 1974 an amount of Rs. 8.16 ,lakhs was 
pending realisation as o:n 31st March, 1975 and that this has been 
realised. The Ministry further stated that action was being taken 
to recover duty in respect of another six cases for the years 1974-75 
and 1976-77 recently reported by the State Trading Corporation. 

(b) In another major Custom House, the duty recoverable on the 
sale of 32 cars amounting to Rs. 8,63,776 remained unrealised from 
1971-72 onwards. The Custom House did not maintain any register 
of demands for watching the realisation of the duty on  such sales 
till the necessity thereof was pointed out by Audit in December, 1975. 
Subsequently, in January 1976, the Custom House issued demands 
amounting to Rs. 8.63 lakhs on the State Trading Corporation in 
respect of 27 cases. 

The Ministry of Finance have stated that the amount has since 
been realised. 

(c) In a third major Custom House, it was ascertained by Audit 
in July, 1977 that a sum of Rs. 10.05 lakhs collected towards customs 
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.·duty on the sale of cars during.the period 1965-66 to 1976-77 was 
lying with the Sta.e Trading Corporation. The action taken by the 
,Custom House to realise the duty payable is not known as no dOcu-
ment in this respect was produced to Audit. No registers were 
maintained in this Custom House also. 

Action to realise the dues was not taken till pointed out by Audit. 

2.2. The Ministry of Finance stated in reply (F,ebruary, 1978) 
that for the period 1965-66 to 1976-77, the amount of duty yet to be 
realised in respect o'f the cars sold by the State Trading Corporation 
was Rs. l.32 lakhs in 31 cases and that efforts were being made to 
· expedite realisation of this amount. 

[Paragraph 14 of the Report of the Comptroller and Auditor 
General of India for the year 1976-77-Union Government 

(Civil) Revenue Receipts-Vol. I, Indirect Taxes] 

2.3. Motor Vehicles imported by foreign privileged persons, orga-
· nisations etc. are regulated for customs duty assessment under the 
Foreign Privileged Persons (Regulation of Customs Privileges) 
Rules, 1957. Motor cars imported by foreign privileged persons are 
cleared without payment of duty on the basis of these rules read 
with the exemption notification No 3 of 8th January, 1957. The 
privileged persons could sell these imported cars normally after a 
period of three years from the date of import without payment of 
duty. The Government of India allows sales of such vehicles even 
before the completion of three years at the time of transfer or relin-
quishment of post in India in the case of privileged persons and for 
some special reasons in the caSe of privileged organisations. In 
either case, the cars have to be offered for sale to the State Trading 
Corporation. Where the State Trading Corporation declines such 
Qffers, then the privileged persons or organisations can sell the vehi-
cles to any other non-privileged person. When the privileged per-
sons or organisations sell their cars under proper permission of Gov-
ernment within three years to any non-privileged person, duty is 
payable by the importing privileged person or organisation on such 
sale. However, in the case of sale to the State Trading Corporation, 
the liability to pay the customs duty is cast on the Corporation and 
· the duty is payable by it only after it sells the car in question. 

2.4. The Committee wanted to know the conditions prescribed for 
grant of duty free concessions for import of cars to privileged per-
,sons. The Member (Customs) stated in evidence: 

"There is a notification dated 8th of January, 1957. There are 
certain exemptionS provided for diplomats and other pd-
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certain exemptions provided for diplomats and other prI-
vileged persons in respect of certain goods including motor 
cars. At the same time, there are certain rules made-' 
under the Customs Act which determine the conditions 
subject to which this exemption would be available or 
would be availed of. These are called: Foreign Privileg-
ed Persons (Regulations of Privileges) Rules of 1957. 
These are the two relevant notifications on this subject." 

2.5. Notification No.3 Customs dated 8-1-1957, referred to above, 
provides for the exemption from payment of customs duties in res-
pect of motor vehicles imported or purchased for the personal use' 
by the following foreign privileged persons who are members of the 
Diplomatic Missions in India and their families or on their behalf:-

. 

Ambassadors, High Commissioners, Envoys-Extraordinary and 
Ministers Plenipotentiary, Charge d'Affairs, Counsellors, 
Secretaries, Attaches and Advisers. 

The exemption is subject to the conditions that-

(a) a corresponding e em ~i  is allowed to Indian Officers· 
of the same status by the Government of the Diplomatic 
Mission concerned; and 

(b) the exemption of goods imported or purchased from bond, 
under this concession is also subject to the Foreign Privi-
leged Persons (Regulation of Customs Privileges) Rules, 
1957. 

2.6. Rule 4A of the Foreign Privileged Persons (Regulation of 
Customs Privileges) Rules, 1957 provides that-

(1) No privileged person shall sell or otherwise dispose 0'£ any 
motor vehicle in respect of which exemption from Customs 
duty was given at the time of its importation or clearance 
from bond except in accordance with sub-rule (2). 

(2) Any privileged persons-

(a) may sell or otherwise dispose of any motor vehicle ref-
ferred to in sub-rule (1) to another privileged person; 

(b) without prejudice to his rights under clause (a), may, 
on relinquishing his post or on his transfer out of India, 
sell or otherwise dispose of any such motor vehicle only 
to the State Trading Corporation of India Limited: 

i 

Provided that he may sell or otherwise dispose ·.of the·· 
motor vehicle to any other non-privileged person on the· 
State Trading Corporation declining the otferso made;:, 
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With the permission of-

(i) the Central Board of Excise and Customs, if he se1k 
or otherwise i disposes of the motor vehicle to amY" 
person other than the State Trading Corporation; 

(ii) The Government of India in the Ministry of Exter-
nal Affairs, if he sells or otherwise disposes of t ~ 

motor vehicle to the State Trading Corporation. 

According to Rule 5 of the Rules ibid-

(1) Where goods are cleared free of Customs duty by a privi-
leged person and they are sold or otherwise disposed of by 
him to a non-privileged perso'n, within three years from 
the date of their importation, Customs duty shall be re-
covered from such privileged person by the Colledor of 
Customs nearest to the headquarters of the privileged· 
person concerned except when a motor vehicle is sold or 
otherwise disposed of to the State Trading CorporatioD' 
under clause (b) of sub-rule (2) of Rule 4A. The duty to 
be recovered shall be assessed in consultation with the 
Collector of Customs of the port at which t~e goods were 
imported at the rates of duty in force, and on the ha.:ois of" 
the value at the time of importation of the goods." 

2.7. Asked whether persons other than privileged persons went-
also granted such exemption, the witness stated: 

A ~rt from this, there is an Act called 'United Nations Privi-
lege and Immunities Act' which entitles the officials of the, 
United Nations who are posted here to get certain exemp-' 
tions." 

2 8. Asked if any individual exemption was also granted, the' 
witness stated: 

"Yes. On an ad hoc basis, we do give exemption, whenever 3' 
request is received for exemption." 

2.9. When asked in regard to the details of such individuals r t~  

tid exemption on ad hoc basis, the witness stated: 

''We have given exemptions to charitable organisations, mil-' 
sions and hospitals. We have given exemptions to dis-
abled Army officers in respect of certain cars imported by' 
them. We have given exemptions to Rama Krishna' 
Mission in respect of cars imported by them. These ·ate-

, instances. " 
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2.10. The Ministry of Finance (Department of Revenue) were 
.-ked to furnish the details of such cases and criteria adopted in each 
ease for grant of such exemption during the last 3 years. In a 
'Written note, they have stated: 

"The de~ i s of exemptions granted in respect of Saloon cars 
imported by inriiv'duals/organisations during the last 3 
years are given in the enclosed lists. (Appendices III and 
IV). 

Exemptions granted to individuals pertain to import of cars 
with special adaptations, by handicapped/disabled persons. 
Under the practice followed till recently, exemption to the 
extent of flO per cent of the duty leviable, was granted on 
such specially adapted cars, when imported by the handi-
capped persons for their use. However, the exemption 
from duty was full when such cars were imported by 
Defence personnel handicapped/disable while in active 
service. 

Duty exemptions in regard to cars imported by organisations, 
have been given having regard to the fact that the car has 
been received as a donation and that the d ~e organisa-
tion is a hospital or a religious and/or Chariiabh.' Orga-
nisation. " 

:l.11. Enquired about the ri~eri  adopted in caSe of Charitable 
: institutions, the Member (Customs) stated: 

"If there is a hospital or a dispensary and free treatment is 
given to the poor and the needy. That would be the 
determining factor; when the vehicle is to be imported for 
that purpose." 

2.12. The Committee wanted to know whether cars imported free 
<of duty by the charitable institutions could be sold by them later to 
..a private party. The witness replied in evidence: 

"We are normally putting the condition that, whenever cars 
are imported which will be given exemption for tl'le use 
of the charitable institution, they shall not sell them; and 
they shall .continue to use them for the purpose 'for which. 
they have impoted them." 

2.13. The Committee were informed that the privileged persons, 
...nz .• Ambassadors, High Commissioners, Ministers, Charge ti'Affairs, 
!Secretaries, Attache and Advisers were all foreign. They wanted 
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to know if any Indian National also fell in this category. The'" 
Member (Customs) replied: 

"If he is working for United Nations in India, then 'yes·_ 
Under United Nations Privileges and ImmUliities Act the, 
representatives posted in any country, including India, to 
the various official organisations of the United Nations 
eI'ljoy exemption. An Indian Doctor posted in W.H.O. 
and employee of the United Nations Organisation gets 

exemption. " 

2.14 The Committee were further informed that no Indian could 
be called 'diplomatic staff". Elucidating the position in this connec-
tion, the representative of the Ministry of External Affairs, stated in , 
evidence: 

"We are signatories to the Vienna Convention of DiplomatiC" 
Relations held in 1961 which lays down a few conditions.. 
One of the Articles clearly says that members of the dip-
lomatic staff of a mission should not belong to the 
nationality of the receiving State and that members of the 
diplomatic staff of a Mission may n.ot be appointed from 
ainong persons who have the nationality of the receiving 
S.ate except with the consent of the State, which may be 
withdrawn at any time. So, this makes it quite clear that:' 
Indians cannot be appointed to such posts unless' the· 
Ministry of External Affairs decides otherwise.'" 

2.15. The witness further informed the Committee that the Presi-
dent of India and the Governors of the State were also allowed sucb 
exemption. Elucidating the position about grant of exemption ta.· 
Indians, the Ministry of FinanCe (Department of Revenue) have in' 
a note stated as under: 

"It is confirmed that only the President of India, the Viee-, 
President of India, the Governors of States and Indian.' 
nationals employed in the United Nations and its specialis-
ed agencies are entitled to import cars without payment 
.of import duty. Apart from this, however, there are 
inter-Governmental organisations like Afro-Asian Rural 
Reconstruction Organisation, League of Arab States 
Mission, who are not strictly specialised agencies of United 

Y Nations but enjoy thp. privileges admissible to the .officials: 
of the United. Nations by virtue o:f the provisions of the 
United Nations (Privileges and Immunities) Act having, 
extended to them under the said Act. Indian nationala. 
employed in such organisations, other than those recruit-

.. ' . -! ed locally, are also entitled to the privileges (including frn-,-



'port of motor vehicle free of duty). Further, the question 
of availability of customs privileges under notification 
No. 3-Cus., dated the 8th January, 1957, to Indian nationals 
working in foreign missions in India, has been examined 
in consultation with the Ministry of External Affairs. It 
is noticed that except for certain categories of officials 
like Trade Commissioners etc., the grant of customs privi-
leges has already been subjected to the condition that the 
claimants should be of the nationality of the concerned 
States. Since the intention is to extend the Customs 
priVIleges only to such diplomatic/consular officers and 
the non-diplomatic employees of foreign missions as are 
of the nationality of the concerned State, necessary amend-
ment to the" Notification No.3-Customs, is under con-
sideration. " 

2.16. The Committee wanted to know how the various typ,E!S of 
charitable institutions were distinguished for grant of exempt:on 
1'rom payment of duty. The Member (Customs) replied: 

"It should be a well known organisation. And those who are 
not well known, in respect of those there would invariably 
by a certification by the concerned State Government at 
a farily h:gh level." 

2..17. Asked whether the person who donated the car is also taken 
.into consideration, the witness has st::,ted:-

"In case where CCP has been given and no foreign exchange 
is involved, We accept the person's statement that it :is a 
donation. When it is political, that will be known by the 
activities. 1£ it is charitable work and treating patients 
or training persons without charge, then whether the 
donation has been given for political consideration, we do 
not go into that." 

2.18. The Committee wanted to know how the handicap of a 
w rson was assessed for the grant of exemption from payment of 
duty for the import of a car. The Member (Customs) replied:-

"We have now, as a policy decision, stopped giving conces-
sion to any of the handicapped persons for importing 
the cars from abroad." 

2.19. In reply to a query the w:tness stated that this roncession 
was stopped 2 months' back. When enquired about the reasons 
,thenefor, the witness stated: 

"Because we understood that some of these gadgets imported 
.can probably be fitted now to Ambassadors and Premiet" 



cars also. The new pplicy is that we would allow the 
gadgets to be imported to be fitted into the indigenous 
cars rather than cars being imported. We have been advis-
ed by the manufacturers of Indian cars here that they 
would be able to fit the gadget here if it is imported from 
abroad." 

2.20. The Committee wanted to know whether Indians who were 
.outside India for 3 to 5 years were allowed to import the car. The 
Additional Chief Controller of Imports & Exports stated in evidence: 

"The following qualifications are required for the Rurpose of 
allowIng importation of cars by Indian nationals return-
ing to Lndia for good: 

(i) Continuous stay abroad for at least one year; (ii) 
vehicle to be purchased of his own savings; (iii) affidavit 
sworn before appropriate authority that he IS returning 
good; (iv) the vehicle to be a part of his or his family 
personal baggage." 

2.21. The Committee wanted to know if a diwomat was allowed 
to import more than one car. The representative of the Ministry 
of External Affairs stated: 

"It is permitted. It is based on the Vienna Convention of 
1961 to which we are a signatory. It is not strict recipro-
city, but it is based on reciprocity in general. The conces-
sion varies slightly from country to country." 

2.22. The Committee pointed out that the exemp,tion notincatlOll 
,did not make distinction between an Indian and a foreigner. "!'hey. 
therefore, wanted to know if it was capable of being extended to 
persons coming within the description of being citizens of India . 

. "The Member (Customs) stated in evidence: 

"Our understanding is, of course. subject to confirmation by 
the External Affairs Ministry, that no Indian will bt" 
Ambassador or High Commissioner in Lndia of a foreign 
country. Therefore, it will always be a foreign person. 
But when we come to clause (3), which talks of Counsel-
lor Officers, he can be a career counsellor offtcer, there 
are honorary Counsellor Officers, there are at least some 
honorary counsellor officers of the foreign countries. We 
have used the words "career Counsellor Ofl\cers of foreign 
status and their families." 



2.23. Clarifying the position in this connection, the Secretary' 
Ministry of External Affairs stated: 

"We are signatories to the Vienna Convention of DiWomatic· 
Relations held in 1961 which lays down a few conditions. 
One of the Articles clearly says that members of the 
diplomatic staff of a Mission should not belong to the na-
tionality of the receiving State and that member'i of the 
diplomatic staff of a Mission may not be appointed from 
among persons who have the nationality of the receiving 
State except with the consent of the 'State, which may be 
withdrawn at any time. So, this makes it quite clear that 
Indians cannot be appointed to such posts unless the Minis-
try of External Affairs decides otherwise." 

Sale Of cars imported without payment of Custom Duty 

2.24. The Committee desired to know the rational behind the 
three year limit prescribed for sale of cars imported duty free by 
privileged persons or organisations and whether it was not consi--
dered necessary to fix a higher time-limit. The Ministry of Finance 
(Department of Revenue) have in a note stated: 

"The three 'year limit was fixed keer,ing view the normal 
tenure of posting in diplomat:c posts and also the inter-
national practice prevailing in other countries. The 
Ministry' of External Affairs who were requested to 
examine whether the time limit of three year would re-
quire any change in view of fact that imported vehicles 
fetch very high r.rices in India even after 3 years of their 

, importation, have 1ndicated that they are not in favour 
of any change in the existing aI'ra.ngement." 

2.25. The Committee further wanted to know how the sale of 
cars imported without payment of duty was regulated. The Membcor 
-(Customs) stated in evidence: 

, . 
! .. ; 

"All the cars imported under the 'privileges' without payment 
of duty, those are suprosed to be sold through the STC. 
But there are situat:ons where the STC does not find it 
feasible or a practical proposition to acquire those cars 
because of their being damaged or having m(!t with an 
accident. 

The privileged person can sell the caor to whomsoeyer he wants., 
Eut Board's permiSSion in every specific case Is necessary." 
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2.26. Asked under what circumstances the STC refused ~  pur-
chase or acquire the car, the representative of STC stated: 

"The STC can refuse on the following considerations; if the· 
car is accidented or damaged or if the car is uneconomic, 
i.e., if the price payable to the privileged person or orga-
nisation, ~us customs duty is found to be much in excess 
of the estimated market price of the car plus sales-tax 
t':lereon. However, in order to minimise rejection of cars •. 
the Corporation has taken a decision to the effect that if 
the loss t~ i ted is upto 10 per cent, no car will be 
rejected." 

2.27. When enquired about t'-1e criteria for the de~ rmi ti  of 
the d~m e because of which the car is not acquired, the witness 
rep)ied: 

"We have our own mechanics to assess the damage and we also . 
gl>t external assistance from the ITDC ami sometimes 
from the Delhi Tn:.nsport Corporation." 

2.28. The Committee po:nted out that the moment a car got 
d~m ed. insurance claim was preferred by the owner on the Insur-
ance Company. To the question whether any verification was made.' 
to ascertain about such claim before the STC refused to purchase-
such car, the witness rer~ied in the negative. Subsequently, in a note, 
the STC have furnished the following informat:on: 

"STC has been effecting purchases and sales d imported -
vehicles on 'as is where is basis'. In the case of an acci-
dented vehicle. the purch1?se is rejected if the vehicle is-
found to be badly damaged and the selling party expresses 
its inability to offer the same to STC after putting the 
vehicle in normal working condition and if the price-
offered by STC for the vehicle in its damaged condition is' 
declined by the selling p,arty. This be:ng the practice in 
regard to rejection of accidented vehicles, the question of 
verifying whether the selling p::rty has made the claim, if . 
any, against the Insurance Company does not arise." 

2.29. Asked if in the absence of such verification, there was any 
chance of irregularity taking place, the witness replied: 

"In this connect:on, we have now taken up the m ~.tter with 
the External Affairs Ministry that under' no circumstances' 
will we reject a car. The External Affairs Ministry will' 
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give a clearance and whatever price is fixed for the car 
lVldet the formula will be given to the p,rivileged person." 

2.30. About the basis for the estimation of the price for the pur-
• 'Chase of the car, the witness stated: 

"The price is paid to a privileged person according to the 
formula laid down by the Ministry of External Affairs. 
We take into account the c.i.f. value of the car, i.e., the 
local price at which it will be sold in the foreIgn country . 
. . . we go by the c.i.f. value as per the Bill of Entry." 

2.:31. Asked about the method adopted for the disposal of such 
--cars by STC, the witness informed the Committee that it was sold 
by tender. He added: 

"We get the tenders and tebulate them and, if the i ~est one 
is reasonable and we are not likely to get a still higher 
price, we accept it." 

2.32. To a query whether any undertaking was obtained from 
privileged wrsons or organis3.tions at the t:me of import of the car 
and whether the same wcs complied with, the Ministry of Finance 
(Department of Revenue) have, in a note, r'eplied in the affirmative. 
Adding further, they have stated: 

"There is an arrangement under which the vehicle registra-
tion authorities insist on the production of copies of the 
letter conveying ~rmissi  for' sale of the vehicle and 
of the receipt indicating payment of duty, before register-
ing a car sold by a privileged person to a non-privileged 

person." 

2.33. Asked what restrictions were imppsed on the sale of cars 
by the institutions after exemption from duty, the Ministry of 
Finance (Department of Revenue) have stated: 

4CA condition is stipulated in the exemption order that the car 
exempted will not be sold or otherwise disposed of with-
out p;rior per'mission of the Government of India (Minis-
try of Finance Department of Revenue). Non-observance 
of this diti~  will render the goods liable to confisca-
tion under Section 111(c) of the Customs Act, ~ and 
the persons concerned liable to penalty under Section 

112, ibid:'" 
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. ~.~. About the checks exercised on the sale of cars by any private 
IndlVldual or party, the Ministry of Finance (DeR8rtment of Reo-
-venue) have intimated as under: 

"Normally the exemptions are given in the case of well-known 
and recognised institutions who are expected to have 
their own in-built arrangements against abuse. In any 
case where the violation of the condition comes to notice 
action under the Laws is taken as in the case of Aparna 
AshTam or the Maharishi Institute of Creative Intelli-
fence." 

2.35. Enquired whether the Transport Department of the con-
cerned State GoverIllllents were furnished with the lists of such 
cars to prevent their sale in an unauthorised manner, the Ministry 
of Finance (Department of Revenue) have replied in the negative. 

2.36. Asked if the unauthorised sale of car by an institution could 
be stopped by the Department, the Member (Customs) replied: 

"Hundred pel" cent check is not possible." 

2.37. The Committee were informed that the institutions which 
were granted exemption were just a handful and could ~ counted 
on fingers. They desired to know if it was not possible to furnish 
a list of the cars imp,orted by such institutions to the State Govern-
ments to prevent their sale witbovt QprtniJosion. The Finance Secre-
tary replied: 

"This is a good suggestion. We shall follow it up. 

Determination of price for assessment of duty 
2.38. The Committee wanted to know whether the valuation for 

assessment of duty was done on the actual sale p,rice as per the 
highest tender or on the calculated price. The Member (Customs) 
replied: 

"It is on the c.i.f. price as per the Bill of Entry. We charge 
the same duty after three yearS-if it is sold after three 
years-as we would have chaorged had the duty Qeen col-
lected initially at the time of importation." 

2.'39. Enquired if any dep,reciation was allowed on the c.i.f. value. 

-the witness stated: 

"For charging duty, we do not give any depreCiation; whatever 
he should have paid at the time of importation but for the 
privilege, would be charged." 



2.40. The Committee desired to know whether the fOI'mula for_ 
the assessment of duty on the c.i.f. price of the car as per the Bill 
of Entry was not on the lower side. The irm~  Central Board 
of Excise & Customs replied: ' 

"So far as the valuafon of goods for the purpose of levy of 
duty is concerned, it is on the basis of c.i.f. price. Suppose 
this exemption for diplomate3 d~d not exist but they 
were allowed to import the car, duty would have been 
levied at the pI'ice that he declared at the time of import 
of the car. That::s the rationale behind it." 

2.41. Asked about the duty paid if the car was sold before three' 
years, the witness stated: 

"The wording of the notification itself says th ,t i~ he sells the, 
car within three years, duty will have to be paid and that 
duty will have to be r,aid which he would have paid at 
the t:me of import." 

2.42. Enquired if the market price of the car was n(lt much th?n 
the formula price, the witness stated: 

"After the car has been sold, there may be 10-0 per cent or 
200 per cent profit. That is the p,recise reason why we 
have brought in this system th3t when a diplomat wants. 
to sell a  c or, he will not be allowed to sell it to 'A' or 'B' 
or 'C', but he will sell it to the STC so that he gets the 
price that he declared at the time of the import and the 
profit is made by the STC." 

2.43. The Committee r.ointed out that according to Section 15 of 
the Customs Act, the rate of duty and tariff valuation ~s the'rate 
of valuation in imports (a) in the case of good!! entering for home 
consumption on the date on which the B:11 of Entry was passed, 
(b) in the case of goods from the warehouse under Section 68 on 
the date of goods actually removed from the warehouse ~md (c) in 
the case of other goods on the date of payment of duties. The, wanted 
to know why the rate of duty was not determined under Cl2use (c). 

The Member (Customs) explained: 

"Section app)ication here is Clause (a) and not Clause (c) 
because he would have entered it if it was for home con-

1 sumption under Sect:on 46 of the Customs Act and there-
after he would have been give:l an f''lCe:nntioon. But the 
entry of this Cs.r under Section 4'6 of the Customs Act has 
been made under the Bill of Entry, the certificate of-
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exemption was given. So, it is Clause (a) and not Clause 
(b) or (c)." 

2.44. The Committee desired to know whether it would not be 
. desirable to examine the quest:on of determination of the value 
"under Clause (c) in view of the fact that the price of the cars at 
the time of s" Ie was two or three times that of its original price. 
'The Member (Customs) rep)ied: 

"I appreciate the point. l,t can be taken care by this arrange-
ment that we have arrived at. Any profit that would 
accrue to the STC would aga;n go to the Consolidated 
Fund of Indb. Therefore, this has been taken care be-
cause the excessive profit is not allowed to be retained by 
the owner of the car." 

2.45. Subsequently in a note, the Ministry of Finance (Depart-
mellt of Revenue) have furnished the following information: . 

"The matter was referred to the Ministry of Law, who have 
suggested that a trir~ .rt te meeting between the Ministry 
of L?w, the representative of Comptroller and Auditor 
Ge'1eral of India and the Department of Revenue, may be 
convened to discuss the issue. The audit has been written 
to for the proposed meeting." 

Procedure for the realisation of duty 

2.46. The Committee wanted to know the procedure followed in 
various Custom Houses for the realisation of duty from privileged 
persons etc. and State Trading Corpor-.tion. The Ministry of 
Finance (Department of Revenue) have, in a note, furnished the 
. following information: 

"Under the Foreign Privileged Persons (Regulat:on of Customs 
Privileges) Rules, 1957, the State Trading Corporation is 
required to pay the customs duty leviable on motor 
vehicles purchased by the Corpc-ration from privileged 
persons, within 3 ye:-rs from the date of ~m rt ti . Duty 
leviable on the motor vehicle purchased from privileged 
persons is required to be F,aid after the Corporation sells 
the vehicles. The STC is required to make a reference to 
the Custom House through which the vehicle was imported 
for ascertaining the amount of duty payable E ~  on receipt 
of the information regarding the duty levi-.ble, the amount 
is deposited by the STC in the concerned Custom House . 

. r. In respect of the vehicles to be sold by privileged persons 
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to non-privileged persons, on receipt of the permlsslOn· 
for sale from the' CBEC, and after the privileged person 
contacts the concerned Custom House, the m . ~t of duty 
leviable is worked out to enable the privileges person to 
make the payment." 

2.47. Supplementing the information, the Member (Customs) 
stated in evidence: 

"The relevant notification says t ~.t whenever cars are sold. 
at the time of their sale, STC shall r,ay custom duty. Now 
what the STC was doing was that they were writ:ng to 
the customs house to find out what would be the amount 
of duty which would be leviable in a part:eul?r case. 
There have been certain cases where the delay occurred. 
wher'e the customs house did not intimate in time to the 
STC the amount of duty leviable. The result, of course. 
has been that t e~  f'l'1d" have been lying in the suspense 
account of the STC await'ng this kind of intim'?.tion from 
the customs house." 

2.48. Asked about the action taken by STC to pay the dues. the 
representative of STC replied: 

"We have been reminding tbem about it, but unfortunately, 
We have not received any demand from them." 

2.49. Enquired if the non-rece:pt of demands from the Customs 
was r u~ t to the notice of the Ministry of Finance, the witnes::: 
replied that they did not do so. 

2.50. Having noted that the Custom House did not send the demand 
and the State Trading Corporation did not bring it to the notice of 
the Ministry of Finance, the Committee wanted to know how in these 
circumstances the existing procedure would be treated as perfect. 
The Chairman, Central Board of Excise & Customs explained: 

"As soon as a man wants to sell his car, he approaches the 
Ministry of External Affairs. The Ministry of External 
Affairs then refers him to the STe. When the Ministry of 
External Affairs refers to the STC, they endorse one copy 
to the Collector of Custom and another to the Intelli-
gence Revenue. STC is requested to intimate whether 
they are interested in its sale or not. They reject one 
per cent cases. Unfortunately, the wording bf the" noti-
fication was that the STC wilt· pay dtLIty after they had 
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sold the car. There is a lacuna here. There is a time' 
lag of 8-9 months." 

2.51. Asked if no action was taken by the Custom House on the' 
copy endorsed to them by STC, the witness stated: 

"They do not know when the 'car was actually sold. We have' 
tightened up the proced'Ure." 

2.52. When asked as to why no consolidated record or register 
was maintained in the Custom Houses to watch the prompt re-
coveries of the dues from STC, the Ministry of Finance have, in' a' 
note, stated: 

"During the period covered by the Audit Report, there was 
no control register for watching the progress of the' 
recoveries in each case. The duty became payable only 
after the car was sold hy the STC. There was consider-
able time-lag between the date on which the Ministry' 
of External Affairs give permlsslOn to the privileged 
persons to sell the car through the STC and the date on' 
which STC in the'r turn sold the caor (after purchasing' 

. the same from the privilegea persons). The Customs 
House could only come to know about the sale of cars 
by the STC as and when the STC took up the matter 
with the Customs for ascertaining the d'uty amount after 
the sale of the car by the STC." 

2.53. The Committee desired to know the reasons for the delay 
in the payment by STC of Customs dues. The Chairman, Central 
Board of Excise & Customs stated: 

"There were two reasons for this delay. First, STC did not 
always find it possible to some to know the duty leviable. 
Therefore, they had to sometimes refer back the matter 
to the Customs House to find out the quantum of duty. 
According to the rules, the STC was called upon to pay' 
duty not after their purchase of car from the diplomat 
but after they had sold the car to a third person. So, 
between' the time that STC purchased the car from the 
diplomat and the time it was able to sell the car, there 
was always a time lag. After the STC had sold the car, 
they took sometime in making a reference to the CPllstOms 
House asking for the quantum of duty. Thereafter the 
Customs House took lot of time in giving a reply. Now 
the reason for all that was that this was not treated as' 
an item where the revenue was in danger. The source· .. 



· was STC and the revenue was safe. Therefore, very 
strict procedure in that regard had not been followed 
and the Customs House had not been pursuing the matter 
as vigorously as it might have." 

2.54. Asked regarding the ~ti  taken to obviate such delays in 
'future, the witness replied: 

"We have now issued fresh instructions. It will have two 

effects. Firstly, as soon as the car is imported by the 
diplomat, in the Bill of Entry which is a customs docu-
ment, and which is necessary for the importation of car, 
the classification of the car, the value of the car as also 
the duty leviable will be clearly indicated in the docu-
ment even though no duty is going, to be levied. Once 
that is done, the duty figure would exist in that document 
itself. When the diplomat gets permlsslon from the 
External Affairs to sell the car to STC, he just presents 
that document. The second thing is that we have revised 
the rules in such a manner that the duty becomes pay-
able under the law as soon as the diplomat has sold 
the car to the STe." 

2.55. Subsequently, the Ministry of Finance (Department of 
Revenue) furnished to the Committee copies of the instructions 
dated 4-8-78, 11-8-78 and 18-8-7'a to exp.edite the realisation of 
custom duty by the Custom Houses on sale of imported cars. These 

instructions inter alia provide that-

(i) An extra copy of the Bill of Entry will be prepared and 
sent to the Head Office of the STC in New Delhi. This 
will obviate the necessity of making a reference by the 
STC to the Custom House to ascertain the amount of 

duty. 

(ii) The assessable val'ue of the car and correct amount of 
duty leviable at the time of clearance of the vehicles 
imported by privileged persons will be indicated in all 
the Bills of Entry. . 

(iii) The Custom House will endorse a copy of the letter of 
the Ministry of External Affairs according permission to 
the privileged person to sell the car to the STC who will 
link it with ·.theBill of Entry received from the Custom 

House. 

:(iv) The Central Office of STC will transmit a photostat copy 
of the relevant Bill of Entry indicating the amount of 
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Customs duty payable to the Regional Office where the 
car will be sold. 

,(v) The cases where the STC refuses to purchase cars be-
longing to privileged person and the same are permitted 
to be sold to non-privileged persons by the Central 
Board of Excise and Customs, the Board's office will also 
endorse copies of the letters permitting the sale to the 
Collector of Customs incharge of the Custom House 
through which the vehicles were imported, the Collector 
of Custpms nearest to the Headquarter of the privileged 
person, the Ministry of External Affairs a.nd the Director 
of Revenue Intelligence. 

(vi) The Custom House through which vehicles are imported 
by privileged persons will maintain registers for re-
cording the details of cars in respect of which permission 
is granted to privileged persons by the Ministry of Ex-
trenal Affairs for sale to the STC. The details of cases 
in which the permission for sale is accorded to non-
privileged persons will be recorded in separate registers 
to be maintained for this purpose. Tnese registers will 
be audited once a month. 

(vii) A remark will be made against the relevant entry in 
the register in respect of cases in which permission for 
sale is granted after 3 years from the date of impor-
tation and in which duty is not leviable. Cases in which 
duty is recoverable are to be pursued by the concerned 
Custom House until duty is paid. 

(viii) Each Custom Ho'Use will prepare every month a list of 
cases in which the fact regarding the recovery of duty 
is not known and forward such lists to all the concerned 
regional offices of the STC. 

'(ix) The STC will be required to pay the customs duty 
leviable immediately after the motor car is purchased or 
otherwise acquired by the Corporation. In order to 
avoid delay in the recovery of duty, the concerned Cus-
tom House would immediately on receipt of the copy of 
the permission granted by the Ministry of External 
Affairs, work out the duty leviable on the vehicle and 
inform the concerned offices of the STC to enable them 
to pay the duty. 



2.56. The Committee wanted. to know what prevented the Gov-· 
ernment from introducing the revised procedure right from the· 
inception of this concession. The Ministry of Finance (Department 
of Revenue) have furnished the folowing information: 

"The STC was brought into the picture in 1962 with the· 
amendment introduced in the Foreign Privileged Per-
sons' (Regulation of Customs Privileges) Rules, 1957 
under which the STC was required to pay the customs 
duty leviable in respect of cars purchased by the STC 
from' the Privileged persons when the Corporation sells 
the motor vehicles. At that time, the STC was not a 
big organisation as it is today. With the growth of the· 
Corporation into a big Trading Organisation, it would 
now be possible for them to deposit the customs duty 
leviable on motor vehicles immediately after their pur-
chase from the Privileged Persons." 

Delay in payment of Customs duty by State Trading Corporation. 

2.57. The Committee learnt from Audit that a sum of Rs. 21.19' 
lakhs was due from the STC to the Madras Custom House and a 
sum of Rs. 8,63,775 to the Bombay CustomHouse till the 
end of March 1975 on account of the sale of cars. In Calcutta 
Custom House a further sum of Rs. 10.05 lakhs was lying with the' 
STC on that account for the period from 1965-66 to 1976-77. The 
Committee wanted to know the factual position in regard to the 
recovery from STC. The Ministry of Finance (Department of 
Revenue) have, in a note, stated as under: 

"It has been ascertained from the Regional Office of the 
State Trading Corporatjon of India, Madras that the sum 
of Rs. 21.19 lakhs lying with them as on 31-3-75 was on 
account of the duty payable to Customs and also of the' 
reimbursement due to Ministries/Projects who offer 
motor vehicles to the STC for sale. Out of the total 
sum of Rs. 21.19 lakhs, the amount due to the Custom 
Houses on account of the duty payable on cars acquired 
from privileged persons was only Rs. 10:7. lakhs. As on 
16-8-1978, out of this amount of Rs. 10A7lakhs due to the 
Customs, a s.um. of Rs. 9.13 lakh:; had been paid. Re-
covery of the balance amount due to' customs is being 
made .... It has been ascertained from the' Regional Office 
of the STC,. Calcutta that the sum of Rs.· 10,b6,345.85: 
lying with them as on 1-7-77 was on account ot duty pay-
able to the Customs and also of the' reimbursement due~ 
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to the other MinistriesjProjects, who offer motor vehi-
cles to the State Trading Corporation for sale. Out of 
Rs. 10,06,345.85, the amount due to the Customs on ac-
count of the duty payable on cars acquired from privi-
leged persons was Rs. 9,01,722.69. As on 1s.8-78, out of 
this amount of Rs. 9,01,722.69 due to the Custom House, 
a sum of Rs. 6,00,342.53 had been paid by the STC. Re-
covery of the balance amount due to Cuctoms is being 
made." 

2.5·a. The Committee desired to know the efforts made from time 
to time for the recovery of the arrears and the dates when the 
amo'unt was paid by the STC. The Ministry of Finance (Depart-
ment of Revenue) have in a note furnished the following infor-
mation: 

"Prior to the issue of Ministry's instructions dated 4.8.78 
11-8-78 and 18-8-7'a under which a uniform procedure was 
laid down regarding the Custom Houses to keep a watch 
over the realisation of customs duty on motor vehicles 
. acquired by STC from privileged persons, responsibility 
for payment of duty wherever leviable on motor yehicles 
acquired by STC from privileged persons had been left 
to the STC. However, after the receipt of the Audit 
paras all o'Ut efforts, like deputing officers to the Office 
of STC by Custom Houses, were made in order to recover 
the amount payable by STC. Statements indicating the 
various dates on which deposits on account of sums due 
to the Custom Houies were made by the STC are en-
closed (Appendices, II, III and IV)." 

2.59. The information furnished ~ the Ministry of Finance 
shows that the Calcutta Custom House has realised the entire duty 
arrears but the amo'unt of duty still pending realisation by the 
Madras and Bombay Customs Houses from STC is respectively 
about Rs. 82,000 and Rs. 8.16 lakhs. 

2.60. The Committee referred to page 354 of the C&:AG's Report 
on Commercial Audit on STC for the year 1974 wherein a sum of 
Rs. 99.09 lakhs was shown as amounts due in respect of 16'8 cars 
sold during 1965-66 to 1973-74 and wanted to know the reasons for 
the accumulation of such huge arrears. The Chairman, Central 
Board of Excise and Customs explained: 

"The procedure before was, firstly, the exact amount of duty 
was not available to the STC. What we have now pres-
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cribed is that at the time when the car is imported by 
the diplomates, even though it is being from 
duty, the customs officials who are assessing the car 
will indicate the amount of duty in the document. That 
document is always with the diplomat. It goes to STC 
when he wants to sell the car. We have made that com-
pulsory and the customs officers will have to show the 
duty figure. 

The second thing is that we have amended these rules so 
that the duty which only a few days ago was payable 
only when the STC sold the cars themselves to a third 
person will now be payable immediately after the diplo-
mat has sold the car to them so that the duty liability 
will arise immediately after that, that is, as soon as the 
diplomat comes to them and they accept the offer. The 
External Affairs Ministry sim'Ultaneously sends the copy 
of that document to the Customs House as also to the 
Board in Delhi. Immediately, STC will issue directions 
to their concerned office. Simultaneously the customs 
house will check the records and see that the duty is 
paid." 

2.61. Asked about the realisation position of this amount, the 
Member (Customs) replied: 

"This figure of Rs. 99.09 lakhs shown in the STC books as on 
31st March, 1974 obViously had come down in the subse-
q'Uent year. It came down to Rs. 21.90 lakhs." 

2.62. Adding in this connection the representaive of STC stated:-

"It was due to customs on 31-3-74. As and when demands 
come we pay them. On 31-3-78 the outstanding was 
Rs. 35 lakhs." 

2.63. The Committee wanted to know when were the payments 
made. The Member (Customs) replied: 

"There were arrears as shown in STC's books on 31-3-74. 
This went on changing as some amounts were paid and 
new liabilities arose. This is a continuous process. It 
is not done in one lumpsum." 

2.M. The Committee pOinted cut that the STC in their accounts 
had claimed the duty pending on the sale of cars as deductible ex-
penditure. They, therefore, wanted to know why did they not re-
mit the amount to the Customs Department withoLlt waiting for 
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any notice from them. In a written note, the STC has furnished 
the following information: 

"STC's accounts are maintained on commercial basis. There-
fore, liabilities are provided for in the accounts in res-
pect of payments due by STC to other authorities, 
parties, etc. Under the procedure prescribed by the 
Customs, STC was liable to pay the customs duty in res-
pect of imported vehicles after sales were effected and 
demands were received. Accordingly, liabilities were 
provided for in the accounts in respect of cars sold. How-
ever, the liabilities SO created had to be carried due to 
non-receipt of demands from the custom houses con-
cerned. It has also not been possible to make payments 
to custom ho'Uses in the absence of the demand since the 
liabilities were created on estimated duty payable and 
do not represent the precise amounts of duty payable to 
the custom houses. Since the liabilities are created and 
accounted for in the accounts naturally to the extent of 
liabilities created the profits stand reduced and the ex-
penses become deductible. Immediately after the reeeipt 
of the demand payments due are made and liabilities 
liqUidated. The excess and short provision of liabilities 
based on actual demands are also adjusted in the subse-
q'Uent years' account." 

2.65. Explaining the reasons for the delay in the payment of 
the arrears, the Finance Secretary stated in evidence: 

"We do not certainly defend the delay, either on our part in 
raiSing the demand against STC, or the delays on the 
part of STC in remitting the money when they were 
sure that they owed amounts to us. But in extenuation 
I will say that we will see that in future there can be 
no delay on our part or on the part of the STe. We are 
going to collect the customs duty as and when STC buys 
the vehicle from the privileged person. We will take 
into account the exact amount payable towards customs 
duty. The A'Udit para relates to the delay which had 
occurred earlier. Secondly, may be since STe is a big 
public sector trading organisation, this fact had led, in 
the past, to some complacency in realising the tax 
promptly." 

2.66. The Committee find that motor vehicles imported by foreign 
privileged persons and organisations are regulated for customs duty 



48 

assessment under the Foreign Privileged Persons' (Regulation of 
Customs Privileges) Rules, 1957. Motor cars imported by foreign 
privileged persons are cleared without payment of duty on the basis 
of these rules read with the exemption notificatiol1 No. 3-Cus. of 8 
January 1957. Such persods can sell the imported cars normally 
after a period of three years 'from the date of import without pay-
ment of duty. The sale of such vehicles is allowed even before the 
completion of three years at the time of transfer or relinquishment 
of post in India in the case of privileged persons and for some special 
reasons in the case of privileged organisations. The cars have to be 
oftered for sale in either caSe to the State Trading Corporation. The 
liability lor; the payment of duty to the Custom houses is cast on 
the STC when the cars are purchased or acquired by STC. 

2.67. Where the State Trading Corporation declines such offers, 
the privileged persons or organisations are allowed to sell the 
vehicles to any other non-privileged person. The privileged er~ 

sons or organisations are required to pay customs duty when they 
sell cars under proper permission of Government within three years 
to any non-privileged person. 

2.68. The Committee are distressed to find that huge sums on 
account of Customs duty were pending realisation by the various 
Custom Houses from the Shte Trading Corporation of India on ac-
count of the sale of imported cars. A sum of Rs. 10.47 lakhs repre-
senting the Customs duty payable as on 31.3.-1975 in respect of sales 
from 1970-71 onwards was lying unreaIised from the STC by the 
Madras Custom House. Another sum of Rs. 8.33 lakhs was due to 
the Bombay Custom House from the STC for the period from 1971-72 
to end of March 1975. The STC also owed a customs duty of Rs. 6.61 
lakhs to the Calcutta Custom House on similar account for the period 
from 1965-66 to 1976-77. The actual payment of these duty arrears 
by the STC to the Madras, Bombay and Calcutta Custom Houses 
started as late as September 1976, January 1977, and June 1978 res~ 
pectively. While the Calcutta Custom House has realised the entire 
duty arrears, the amount of duty still pending reatisation by the 
Madras and Bombay Custom Houses from STC is respectively about 
Rs. 82,000 and Bs. 8.16 lakhs. 

2.69. The Member (Customs) conceded during evidence that 
"them have been certain catses where the delay occurred because the 
Custom House did not intimate in time to the STC the amount of 
duty leviable. . .." The Committee take a serious view of the 
slackness displayed by the various Custom Houses in realising duty 
amount from the STC. The primary reason for failure to re!,lise 
the dues was that the Custom Houses did not maintain any control 
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·or demand registers to watch the realisation of the eustoms dues on 
:such sales tm the necessity thereof was pointed out by Audit in 
December 1975. When the STC wrote to them to find out the 
m ~ t of duty leviable in a particular case, they failed to intimate 
to the STC in time. This resulted in accumulation of huge arrears 
on account of the Customs duty spread over a long period (ranging 
from 4 to 12 years). The Committee deprecate Otis apathy on the 
part of the concerned Customs Houses which led to avoidable and 
inordinate delays in the realisation of Government dues. The Com-
mittee would urge the Department to probe Into these huge accumu-
lations with a view to find out as to how far these were due to pro-
cedural lacuna and/ or lapse on the part of certain officials. 

2.70. The Committee are perturbed to note that it was only after 
the Audit had pointed out and the Committee had selected the Audit 
para for examination that suitable instructions were issued in 
August 1978 for maintenance of control tegisters by the Custom 
Houses for recording the particulars of vehicles in respect of which 
permission for sale to the STC was received from the Ministry of 
External Affairs. The Committee do not see any plausible reason 
which prevented the Government from issuing such instructions 
earlier so as to obviate the heavy accumulation of such duty arrears 
in the past. They would now like to be informed whether the re-
vised instructions have 'been followed by tlie concerned departments. 
The latest position regarding realisation of past arrears may also 
be intimated to the Committee. 

2.71. The Committee find that all the cars imported without pay-
ment of customs duty are acquired by t ~ STC from he privileged 
persons or organisations for sale on 'as-is-where ... is" basis. In the case 
of an accidented vehicle, however, the ptttC'base is rejected if the 
vehicle is found to be badly damaged and the seIling party expresses 
its inability to otter the same to STC after putting the vehicle in 
normal working condition or if the price offered by STC for the 
vehicle in its damaged condition is declined by the selling party. 
The assessment of the damage is made by the mechanics either of the 
'STC or of outside agencies, Though t e~ vehicles are compulsorily 
insured under the Motor Vehicles Act, no verification is made to as-
~ert i  whether the owner had made any claim against the Insurance 
Company for the damage in accident. The Committee feel that in 
the absence of such verification the possibility of misrepresentation 
of damage in accident cannot be ruled out. They, therefore, recom-
mend that such verification should be made invariably in each case 

-of damaged cars. 
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2.72. The Committee also understand that a proposal is under 
~ sider ti  in consultation with the Ministry of External Affairs 
to the effect that STC will not reject the purchase of such cars under 
any circumstances. The Committee would like to be apprised of the 
final decision in that regard. 

2.73. The Conunittee note that cars which are imported without 
payment of duty by privileged persons are valued for assessment ot 
duty at the time of sale after three years on the basis of the c.iL 
price as per the bills of entry. In other words, the amoltnt of duty 
charged from STC is the same which the privileged person would 
have paid at the time of importation of the car but for the exemption 
granted from payment of duty. The price fetched by the cars at 
the time of sale is, however, much higher than the original price. In 
view of such appreciation in the price of the cars, the que:;tion 
whether the cars should be valued for assessment of duty with 
reference to their sale price is stated to be under consideration of 
the Government. The Committee understand that a tripartite meet-
ing is to be convened between the Ministry of Law, Audit and the 
Department of Revenue to consider this matter. They would like 
to be appr!sed of the deliberations of that meeting and of the final 
decision arrived at. 

2.74. The Committee find that certain types of institutions are 
allowed to import cars without payment of customs duty on the con-
dition that the vehicle will not be sold or otherwise disposed of with-
out prior permission of the prescribed authority. Non-observance of 
this condition can render the car liable to confiscation and the im-
porter liable to penalty under the Customs Act. Despite these pro .. 
hibitory and penal provisions, t~e imported cars exempted from duty 
have been sold in an unauthorised manner in a number of cases as 
stated in para 2.34. Deposing before the Committee in regard to 
prevention of such sales, the Member (Customs) stated during evi-
dence: "Hundred per cent check is not possible." The Committee 
understand that transport departments of the State Governments are 
not furnished at present with the lists of he institutions '\\ ho are 
granted exemptions from payment of duty on imported cars. They 
feel that if this is done the transport departments can be better equip-
ped to exercise effective check on the unauthorised sale or transfer 
of imported vehicle. They, therefore, desire the Government to 
issue suitable instructions in order to ensure that lists of such insti-
tutions are furnished to the State Transport Departments invariably 
as and when exemption from payment of customs duty on import 
of car is granted to them. 



CHAPTER In 

FRAUDULENT IMPORTS THROUGH FOREIGN POST 

Audit Paragraph: 

3.1. (i) A fraud in a Foreign Post Office by which large quantities 
of dutiable a·nd restricted goods of considerable value were being 
smuggled into the country came to the noti.ce of a major Custom 
House. The moduc operandi was to bring in illegally, by post, ex-
pensive goods such as fountain pens, electronic watches, chemicals 
and drugs, calculating machines and precious stones from Dubai, 
Hongkong and Singapore declaring them as spare parts of machinery 
and surgical instruments. 

The procedure followed in dealing with. such goods by the customs 
authorities is to issue notices to the consignees to furnish the neces-
saory details while retaining the parcels in the strong rOom of the post 
office. 

Facts of one case involv;ng 26 parcels are:-

(a) that the file containing the office copies of the call memos 
was alleged to have been stolen from the Postal Apprais-
ing Section; 

(b) that the detained goods were surreptitiously removed from 
the post office with the alleged connivance of postal 
employees, and 

(c) that the records of the Custom House showed all the 26 
parcels as detained while the strong room !'ecords of the 
Foreign Post Office indicated all the 26 parcels as cleared. 

Custom House records also revealed a similar case of attempted 
fraud involving 38 parcels, the market value of which was estimated 
at Rs. 10 lakhs. 

These frauds took place in February lMarch 1974 but have not 
been reported to Audit as required under the General Financial 
Rules. The quantum of loss of revenue coul!i not also be determined 
in the absence of full details. 

The Ministry of Finance stated in reply (February 1978) that the 
26 parcels refen'ed to above were e ~ed fraudulently but added 
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that, the matter being under investigation, it would be pre-mature 
for them to give any purposeful comments. 

(ii) In another major Custom House, a post parcel containing 
twenty electronic mini-calculators valued at Rs. 10,000 was detained 
by the assess:ng officer in the Postal Appraising Department on 13th 
March, 1974. But this parcel was released free of duty on 15th 
March, 1974. The goods could not be recovered nor the duty realis-
ed. Further developments in the case have not been made known. 

The Ministry of Finance have confirmed the facts. 

[Pa1"agraph 17 (i) of the Report of the Comptroller and Auditor 
General of India for the year 1976-77-Union Government (Civil), 
Vol. I-Indirect Taxes] 

3.2. The Customs Revenue Audit noticed that 26 air mail insured 
parcels received in February 1974 mostly from Singapore, Hong 
Kong were 1"emoved surreptitiously without examination. These 26 
parcels were suspected to contain costly goods as electronic calcula-
tors, watches, fountain pens, T.C. Cameras, radio, tape recorders etc. 
The c.i.f. value as per Customs declaration in respect of 20 parcels 
worked out to Rs. 20776/-. In the case of other 6 parcels, c.I.f. value 
could not be converted into Indian Rupees for want of information 
regarding actual dates of imports and other particulars. 

3.3. The Ministry of Finance, Department of Revenue have In a 
written note (Appendix V) spelt out the procedure followed in 1"e-
gard to postal appraisement in foreign post offices. 

3.4. Enquired if the aforesaid procedure came under review at 
any time, the Ministry of Finance (Deptt. of Revenue) have in a 
written note intimated as under: 

"A Two Man Committee was appointed in December 1975 to 
study the functiOning of the Foreign Post Offices to sug-
gest suitable measures for improvement." 

3.5. While furnishing a summary of the recommendations made 
by the Committee (Appendix VI), the Mlinistry of Finance (Deptt. of 
Revenue) have intimated the progress regarding implementation of 
the !'ecommendations as under: 

"Instructions have already been issued for implementation of 
the recommendations Nos. 8,9, 10(a), (b) & (C), Ua, Ub, 

! Hc, 12, 13, 14a, 18, 20, 21, 23, 24, 25, 26, 31 and 63. Recom-
mendations 22, 27, 33, 38, 39, 40, 41, 42, 43, 44, "45, 
46, 47, 52, 57, 62, 64 and 66 are under consideration." 
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_ 3.6. The Committee wanted to know how was it ensured that the 
post office presented all parcels for assessment and that only bona-
.fide permissible goods were cleared free of duty. The Ministry of 
Finance, Department of Revenue, have in a written note stated: 

"It is the duty of the postal authorities to present to the us~ 

toms a Way Bill duly filled, containing all the details about 
the parcels in the prescribed form and they are to account 
for all the parcels in terms of the clearance given by the 
customs and on payment of customs duty indicated 
therein." 

3.7. Asked if independent records were maintained on the Cus-
toms and the Postal sides, the Ministry of Finance (Department of 
Revenue) have stated in a written note: 

"Way Bills are prepared by the Postal Department and these 
are used both by the Customs and the Postal Depa'l'tment 
and are, therefore, common. Customs maintain a separate 
register (CBR 113) of detained parcels and packets wherein 
the parcels/packets in respect of which some documents 
also called for are entered. The register is maintained 
_ and used by the custom side alone." 

3.8. Giving the details of the records maintained on the postal 
. side, the DGP&T have in a written note stated: 

"Independent record is maintained by the Foreign Post and 
the Customs, except way bills. Way bills are prepared in 
triplicate by the Foreign Post, one copy for Audit, one for 
Customs and one for F.P. Records. Following docwnents 
are maintained in Foreign Post, Bombay:-

(a) Opening sheet showing the date of presentation of par4 
cels, weight, remarks passed, viz., call issued, released, 
detained etc. 

(b) Strong room registers, showing the movement of articles 
detained, confiscated, abandoned etc. 

(c) Files of documents received along with the parcels, viz., 
D Notes, etc. 

(d) Files of mail lists & parcel lists. 

(e) Register showing the articles received for reassessment. 
re-examination, and returned to office of O'l'igin:' 

3.9. The Committee desired to know in regard to custody of the 
: Strong Room, the procedure followed for verification of the articles 
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stocked therein and the action taken in the event of discrepancies- -
found in the stocks. The DGP & T have intimated:- . 

"Lower selection grade supervisor is the custodian of the-
strong room in Foreign Post Office. Rule 81 (10) of 
Foreign Post Manual, 1972 lays down that physical veri-
fication of articles in stock, as compared with the detained 
statement should be carried out by a responsible officer 
attached to the office of exchange on the last day of each 
month. LSG supervisor is physically verifying the at'ti-
cles with the register maintained for the purpose every 
day. Moreover, an Inspector of Post Offices has to visit 
the strong room of the Foreign Post Office every month 
and physically verify the articles with the register. The 
supervisor IIPO on verifying the stock and finding any 
discrepancy brings the matter to the notice of the head of 
the office." 

3.10. The Committee wanted to know how the fraud was com-
mitted. The Ministry of Finance (Deptt. of Revenue) have in a 
written note stated: 

"Postal authorities are the custodian of the goods. It appears 
that with the connivance of certain postal employees 
twenty six parcels were cleared fraudulently without the 
knowledge of the customs by making unauthorised 
endorsement in the postal copy of the Way Bills." 

3.11. Giving the factual position in this 'I'egard, the DGP&T have 
intimated: 

"The fraud did take place with the connivance of the postal 
clerks. The parcels were called for from the strong 
room is the normal course for presenting them for customs 
examination but instead of being given over to the customs 
they were given to the delivery counter for delivery. 
Thus the parcels were delivered without proper customs 
examination and assessment. There is no endorsement of 
assessment on the customs copy of the way bill, but on the 
postal copy, there are endorsements of assessment data in 
the case of 25 parcels, and duty of Rs. 2510 has been re-
covered by the postal department. In the case of one 
pa'l'cel there is no endorsement. The entries of the duty 
assessed are alleged to have made of their own accbrd by 

, the postal clerks involved in the above case." 
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3.12. Asked about the steps taken to prevent such frauds, the 
DGP&T have stated:-

"Previously parcels were delivered by the counter clerk. Now 
parcels are delivered only after the necessary permission 
for delivery is granted by the Asstt. Superintendent. 
General supervision over the customs examination table 
and delivery sections was tightened up. The delivery 
counter clerk is changed every month so that such 
instances do not Tecur." 

3.13. As to how the fraud was detected, the Ministry of Finance, 
;(Department of Revenue) have intimated: 

"Directorate of Revenue Intelligence, Bombay got information 
about the activities of a group of smugglers indulging in 
smuggling of dutiable and restricted goods into India from 
Dubai, Hongkong and Singapore in Air Mail Post Parcels 
addTessed to various fictitious firms and persons in Bom-
bay. The fraud was detected while working OIi the above 
inform a tion. ,. 

3.14. Giving further details, the DGP&T have stated: 

"The parcels were delivered on 5th, 8th 25th, 26th, 27th Feb. 
74 and 1st and 2nd March 74. The matter was detected 
by the Directorate of Revenue I t~ i e e  Bombay on 
10-4-74 and CBI on 31-5-74. The department knew about 
the fraud only after the CBI gave its report to the Depart-
ment in Dec. 77. Since there was no complaint from 
either the addressee or the sender about the non-delivery 
of parcels the foreign post office did not know about the 
case for a long time. The CBI conducted confidential in-
vestigations and the caSe came to light only after the CBI 
gave its report in Dec. 77." 

3.15. In regard to the responsibility of Customs Department vis-a-
vis Postal authorities for the release of the parcels, the Ministry of 
Finance, Department of Revenue have stated: 

"Being the custodian of the goods, the postal authorities 
should not have released the good without  getting proper 
clearance from the Customs." 

3.16. The Committee desired to know whether the fraud became 
possible due to lack of co-ordination between the Customs and the 
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~~st  Departments. The Ministry of Finance. Department of· 
Revenue have in a written note intimated: 

"So far as this particular fraud is concerned it is not because 
of any lack of co-ordination. It is a case of theft of parcels 
from the postal custody and possibly also of forging 
certain endorsements. Precise details can come out only 
after C.B.I. report is available." 

3.17. The Committee wanted to know whether the fraud was 
intimated to the Audit. The Ministry of Finance, Department of 
Revenue have in a written note stated: 

"The whole incident was regarded more as an instance of 
fraud and smuggling with the conivance of certain postal 
employees rather than a case of fraud involving customs 
revenue. The case was handed over to the C.B.I. for 
investigation. Hence the matter was not reported to the 
audit. The Customs Manual does not contain any provi-
. sion requiring such cases to be reported to the audit." 

3.18. The Committee wanted to know the functions of the internal 
audit and whether the fraudulent practice was noticed by them in 
any of the cases reported in the Audit Para. The Ministry of Finance, 
Department of Revenue, have in a written note stated: 

"The function of the auditor in the Postal Appraising Section 
is to check the conversion of Foreign currency into rupees 
and whether the total duty assessed and recoverable is 
correctly assessed and recovered. Internal audit depart-
ment had not noticed any of the cases reported in the 
audit para." 

3.19. The file containing the office copies of the call memo was 
alleged to have been stolen from the Postal Appraising Section. The 
Committee desired to know when the loss of file from the Postal 
Appraising Section was detected and what action was taken there-
after. The Ministry of Finance, Department of Revenue, have· 
iI'ltimated: 

"The loss of the file was noticed when the D.R.I. (Directorate 
of Revenue Intelligence) got the information and investi-
gation was launched in the light of the same. The depart-
ment requested the CBI to investigate into the fraud and 
to fix the responsibility because of the involvement of the-
employees of the Postal Department." 
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3.20. Giving further information in regard to the case, the-
~Ii istr  of Finnace, Department of Revenue have stated: 

"Some copies of call notices in respect of the 26 parcels were 
recovered on 1()"4-1974 from one Jaffar Ali Mohd. Ali, a 
retired Jamadar of Postal Department. The case papers 
are with the C.B.1. for conducted necessary investigations. 
Precise details are not known whether any or all of these 
26 cases were received back undelivered." 

3.21. Asked in regard to the stage of investigation by C.B.I., the' 
Ministry of Finance, Department of Revenue have stated: 

"The C.B.1. has informed the Customs House that Depart-
mental proceedings are being initiated against three' 
employees of the Foreign Post Office on the advice of 
Central Vigilance Commission. However, as the matter 
is under investigation by the C.B.!. to fix up responsibility 
etc. no further comments can be offered at this stage." 

3.22. Supplementing in this connection, the DGP&T have stated: 

"Charge sheets under Rule 14 of the CCS(CCA) Rules for 
major penalty have been issued against the three postal 
clerks involved in the racket. The inquiry officer has 
been appointed and the first hearing of the case is to take 
place on 6-4-79." ~. .  

3.23. The Committee wanted to know the approximate amount 
of revenue lost as a consequence of the fraud. The Ministry of 
Finance, Department of Revenue have stated:-

"In respect of the 26 parcels actual loss of revenue cannot be 
ascertained as the parcels were not examined by the 
customs and the same had been fradulently delivered." 

3.24. Asked if the importers of the goods could be located, the' 
Ministry of Finance, Department of Revenue have intimated in a' 
writtn note:-

"Preliminary investigations revealed that the names of the' 
importers were fictitious." 

3.25. Enquired about the consignor of these parcels, the Ministry 
of Finance, Department of Revenue have in a written note stated:-

"The 26 parcels in question have come from di:f!erent COD-
signors from Hong Kong and Dubai." 
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3.26. The Committee wanted to know whether anything could be 
-done for the recovery of goods and duty. The Ministry of Finance, 
Department of Revenue have in a written note stated:-

"The goods could not be recovered and nothing could be done 
for the recovery of duty." 

3.27. The Committee desired to know whether the loss of the 
goods was reported to the Accountant General as provided for in 
the General Financial Rules. The DGP & T have in a written note 
stated:-

"The parcels were delivered without presenting them to 
Customs. Thus there is no loss of goods. Since the 
parcels were released without assessment, 'there can be 
only loss of Customs' revenue (Customs duty) which 
cannot be ascertained unless the value of the contents is 
assessed. The case was not reported to the Accountant 
General." 

3.28. The Committee wanted to know the description given in 
respect of the contents of the 26 parcels and of the c.i.f. value 
declared. The Ministry of Finance, Department of Revenue have in 
a written note stated:-

"The parcels were declared to contain meter parts, industrial 
sewing machine parts, tapes, machine parts, drilling 
machine parts, spare parts cut pieces, electrical parts etc. 
Value was not declared in some cases and in other cases 
shown as of no commercial value." 

3.29. Asked for similar details in regard to the 38 parcels, the 
Ministry of Finance, Department of Revenue have stated:-

"They were declared to contain samples of machine parts, 
textiles and spare parts, sample of stationery, cutpiece, 
surgical instruments, auto parts, drilling instrument, 
engineering tools etc. Total value declared comes appro-
ximately to Hongkong dollars 16240, Dutch Marks 3890 
and Dutch Kroners 380." 

3.30. The Committee wanted to know the names of the senders 
of these 38 parcels. The Ministry of Finance, Department of Revenue, 
have furnished the following information: 

"The names of the senders were different. Some of the 
names are as follows:-

Daya Land Company, Kowloon, Hongkong; Radha Swamy 
and Company Kowloon, Pyralal Corporation; Jeevanlal 
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Commen::ial Traders, Kowloon; Hiralal and Company, 
Kowloon, Bhatnagar Vani, Dubai, Murlidhar Corporation, 
Kowloon, Boco Impex, Kowloon; Rex Impex, Hong Kong; 
Natvarlal, Dubai; Patel N. V., Dubai, Mustang Trade Cor-
poration Dubai; Green Textorium, Hong Kong; C. Hand, 
Kowloon etc. On some of the parcels, names of the 
senders were not shown. The names of the senders also 
appear to be fictitious." 

3.31. Asked if the call notices issued to the importers of these 
parcels were delivered, the Ministry of Finance, Department of 
Revenue, have stated in a written note: 

"The Shew Cause Notices were reutrned undelivered. with the 
remarks 'not known returned to the sender'." 

3.32. The Committee desired to know how the attempted fraud 
of 38 post parcels was noticed. The Ministry of Finance, Depart-
ment of Revenue, have in a written note intimated that the same 
were intercepted on the basis of information collected by the Direc-
torate of Revenue Intelligence, Bombay in April, 1974. 

3.33. The Ministry of Finance, Department of Revenue have 
further· informed that these parcels contained wrist watches, elec-
tronic calculators, chemicals, fountain pens, textiles, precious stones 
etc. and the same were confiscated absolutely. 

3.34. Enquired in regard to the fate of this confiscated parcels, 
the Ministry of Finance, Department of Revenue have intimated 
that the same were allowed to be disposed of after retaining repre-
sentative samples and original wrapers under panchnama and that 
the manner of disposal as being ascertained. 

3.35. The Committee wanted to know how the post-parcel con-
taining twenty electronic mini-calculators valued at Rs. 10,OQO 
detained on 13-3-1974 was released free of duty on 15-3-1974. The 
Ministry of FiI}.ance (Department of Revenue) have, in a ritt~  

note, furnished the following details: 

"A post-parcel addressed to one H. M. Hussain, Whannels 
Road, Madras-8 was received in the Foreign Post Office. 
On examination at Table No.5, the said parcel was found 
to contain Electronic Calculators. Thereupon the parcel 
~ s detained and transferred to the Postal Strong Room 
and the addressee was· directed to produce documents such 
as Lic,t:nce, ~ i e  etc. This happened on 13-3-1974. On 
28-3.-1974, another parcel, identical in outward appearance 

~ ~  t ~i i  calculators and wrist watches was. 
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received. At this time, for checking up the· identity of the-
addressees I consignees andlor to detect any common 
features of modus operandi, the earlier parcel detained OD-
13-3-1974 was called for, when it came to light that the said 
detained. parcel had been released on 15-3-1974 without 
collection of any duty and with a declaration in depart-

. mental documents postal andlor Customs, that the contents 
were clothing. It was further ascertained that the said 
parcel was, in fact, delivered to the said consignee, through 
a person authorised by him, on the following day, namely. 
16-3-1974. It is established that the release of this post 
parcel was effected through Table No.1 and not through 
Table No.5 where it was originally detained. The charged 
officer Shri K. Govindarajulu was the Customs Clerk at 
Table No. 1 on 15-3-1974. The charge briefly was that 
Shri K. Govindrajulu took all the initiative and steps to-
have this parcel released through Table No. 1 and without. 
charging any duty thereon." 

It has been further stated: 

"This is mere a case of smuggling by means of fraud committed 
through collusion of a customs employee working in the 
Postal Appraising Department." 

3.36. Asked who took the delivery of the parcel and whether he 
could be identified, the Ministry of Finance (Department of Revenue} 
have replied: 

"The person who took delivery of the parcel, namely, K. M. A. 
Razak on behalf of Hussain could not be identified." 

3.37. The Ministry of Finance (Department of Revenue) have also 
intimated that a revenue of Rs. 10,125 was lost as a consequence of the 
fraud. Enquired about the action taken for the recovery of the loss, 
the Ministry of Finance (Department of Revenue) have intimated: 

"A demand for the duty of Rs. 10,125 was issued and it w:as 
confirmed by AC. (PAO). The addressee of the parcel has· 
preferred an appeal to the Appellate Collector of Customs, 
Madras and the same Is pending." 

, 
3.38. The Committee are distressed to note of a fraud in a Foreign 

Post,oflice by which large quantities of dutiable and restricted goods. . 
. of considerable value were being smuggled into the .COUD\rY. The 
modus operandi was to bring in illegally by ,post, expensive goods. 
such as fountain pens, electomic watches, chemicals and drugs, calcu-· 
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lating machines and precious stones from Dubai, Hongkong and 
Singapore, declaring them as spare parts of machinery and surgical 
instruments. The fraud was committed in FebruarylMarch, 1974 but 
was detected only when the Directorate of Revenue Intelligence, 
Bombay gave information in April 1974 in regard to the activities of 
a group of smugglers who were smuggling these goods into India in 
Air Mail Post parcels addressed to various fictitious firms and persons 
in Bombay. This is a sad reflection on the functioning of both the 
Customs and the Postal Departments in the Foreign Post Offices. 
There is if not collusion at least lacunae in the functions and proce-
dures of the Customs and Postal Departments in the Foreign Post 
Offices and inadequate checks and supervision at various levels. The 
Committee are constrained to point out that but for this external 
alertness and vigilance, both these Departments would not have 
perhaps come to know of the fraud suo moto. It also cannot be ruled 
out that many frauds of similar type might have gone unnoticed. 
The Committee desire Government to make an indepth study into the 
CRuses which permit the committal of such frauds and introduce in 
consultation with the Ministry of Law and other Ministries concerned 
such remedial meausres as are called for to plug all possible loopholes 
in the rules and procedure in handling parcels in the foreign post 
offices both by postal' and custom authorities so that the entire system 
becomes fool-lproof. Action taken in this behalf sllould be intimated 
to the Committee in due course. 

3.39. The Committee find that the internal audit in the Postal 
Appraising Section is entrusted with the work of ensuring correct 
assessment and total recovery of the duty levied on the various articles 
imported by post. Besides they are also required to convert the 
value of goods declared in foreign currency into Indian rupees. They 
do not seem to be charged with the responsibility of either exercising 
any check on the records maintained by the Customs as well as Postal 
Departments in thf' Foreign Post Offices or on the detained, confiscated 
or abandoned goods. The Committee desire Government to examine 
whether the sphere of the internal audit could be suitably extended 
so as to arm them with the powers ot exercise effective control on the 
records of Customs and Postal Departments as also on the goods 
stored in the Strong Room of Foreign Post Offices. 

3.40. The Committee find that there is no provision in the Customs 
Manual whereby the Audit should be intimated when such fraud is 
committed in the Foreign Post Office. The Committee desire that 
Government should introduce a suitable provision in the Customs 
1\lanual, in this regard. 
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3.41. The Committee find that provision exists in the General 
FiDancial Rules for the intimation of loss of goods to the Accountant 
General. The DGP & T has however informed that the loss in this 
case was not reported by them. The Committee would like to know 
the reasons for the violation of this requirement and for not fixation 
of responsibility against those responsible for this lapse. 

3.U. The Committee have been informed that the matter is still 
UDder investigation by the C.B.I. They would like Government to 
have the same expedited. The follow up action that may be taken 
by the Government on the report of the C.B.I. should be intimated 
to the Committee. 

3.42. The Committee have been informed that the master is still 
ceedings have been initiated and charge sheets for imposition of 
major penalty have been issued against three postal clerks involved 
in the racket. The Committee would like to be apprised of the 
final action taken against the derelict officials by the Government. 

3.44. The Committee note that a parcel containing electronic cal-
culators was detained and transferred to the Postal Strong Room of 
the Foreign Post Office, Madras on 13-3-1974. The detained parcel 
was, however, released on 15-3-1974 without collection of any duty 
and with a declaration in departmental documents that indicated that 
the contents were clothing. The release of the parcel is stated to have 
been effected with the connivance of a customs officer. The Com-
mittee would like to know the action taken or proposed to be taken 
against the dere:ict officer!. 

3.45. The Committee have been informed that a demand for 
Rs. 10,125 has been raised against the party who has preferred an 
appeal to the Appellate Collector of Customs, Madras. The decision 
taken on the appeal and the ultimate position in regard to the recovery 
of the demand money may be intimated to the Committee. 

NEW DELHI; 
April 23, 1979 
Vai3akha 3,190f(S). 

P. V. NARASIMHA RAO, 
Chairman, 

Public Accounts Committee. 



APPENDIX I 

(Vide para 1.8) 

INVESTIGATION CIRCULAR No. 26164 

(Secret and for Departmental use only) 

ANNE ~ 

SUBJECT:-Assessable value of imports by MIs. Ashok Leyland. 
Limited, Ennore, Madras-Section 14 (1), Customs Act, 
1962. 

Attention is invited to this Custom House Investigation Circulars 
No. 22160 and 29162. The question of acceptability of invoice values 
of the above firm's imports has since been re-examined with refer-
ence to Section 14 (1), Custom Act, 1962 and the Customs Valuation 
Rules, 1963. 

2. Mis. Ashok Leyland Limited, has become a subsidiary of Mis. 
Leyland Motors Limited, England, w.e.f. 1-4-1962 by virtue o'f the 
latter holding more than 50 per cent of the equity shares of the 
Indian Company. By an agreement dated the 5th December, 1955, 
the Indian Company has been authorised to manufacture motor 
vehicles of the type manufactured in the U.K.. by the English Co., 
The Indian Firm has also been appointed as sole agent for spare 
parts manufactured by Mis. Leyland Motors Limited, Albion Motors 
Ltd., and Cape Asbestos Co. Ltd., U.K. The last mentioned firm has 
not, however, entered into a formal agency agreement with the 
Indian firm. 

3. As far as items imported for manufacture are concerned, the 
invoice values of impo,rts of C. K. D. packs and capital equipments, 
have been found to be acceptable for assessment. In the case of 
semi-finished components also, the invoice value has been found to 
be in accordance with the provisions of Rules 3 and 4, Customs 
Valuation Rules and are therefore, acceptable for assessment to duty. 

4. As regards spare parts, imports are effected by MIs. Ashok Ley-
land Ltd., and by other independent parties, viz., Dealers, State 
Transports, Jobbers and others. The suppliers invoice the goods to 
all the parties on the same basis, viz., at gross prices as shown in the 
Master Price List less the discounts shown in the Annexure hereto. 

6) 
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This is done with the concurrence of the Indian firm, who is the sole 
agent and has the sole right to import the agency, goods into India, 
and as the discounts are special to the Indian firm. In considera-
tion of third parties being allowed to import the agency goods at the 
prices and discounts applicable to the sole agent, the latter collects 
locally from independent importers the commission detailed under 
the second para of the Investigation Circular No. 29 of 1962. Hence 
the cost of the goods to independent parties is the invoice C.r.F. 
value plus the commission payable to Mis. Ashok Leyland Ltd., 
Madras. In view of the Central Board of Revenue decision (F. No. 
3 1281 63-Cus. VI, dated 13-12-1963), to continue to recognise varying 
independent importer's prices the assessable value under Section 
14(1) (a) vf Customs Act, 1962, of Mis. Ashok Leyland's imports 
should be worked out by applying the following loading:-

(1) 10 per cent of the c.i.f. value in the case of Leyland 
comet spares. 

(2) 7; per cent of the ex-works values in the case of Leyland 
Heavy duty spares and Albion spares, and 

(3) 5 per cent of the c.i.f. values in the case of Capasco clutch 
liners and brake liners. 

5. As regards the loading applicable to independent imports, the 
decisions contained in the Investigation Circular No. 21162 will conti-
nue to hold good. 

6. It is understood that this pattern of imports wi11 change after 
sometime and Mis. Ashok Leyland Ltd., will become the sole im-
porters of the agency products. The above decision will require to 
De reviewed and the question of determination of the assessable 
value with reference to Rule 5 of the Customs Valuation Rules will 
have to be taken up then. 

7. The above decisions have the approval of the Collector. 

S. 501 17 I 63-Ap. 
Custom House, Madras, 
Dated 5-9-1964. 

Sdl-
(A. H. TAYLOR) 

Aastt. Collector of Customs. 



APPENDIX n 
(Vide Para 1.8) 

INVESTIGATION CIRCULAR NO. 73172 

(Secret and for Departmental use only) 

:SUBJECT:-Value of goods imported from abroad by Mis. Ashok Ley-
land Ltd., Madras-Determination of under Section 14(1) 
(a) or the Rules made under Section 14(1) (b) of Customs 
Act, 1962-Review of 

Attention is invited to this Custom House Investigation Circular 
No. 26164. 

The question of acceptability of invoice values of imports by Mis. 
Ashok Leyland Ltd., Madras, from their parent firm Mis. Leyland 
Motors Ltd., England, has been re-examined. The English firm 
MIs. Leyland Motors Ltd., which has been holding about 62 per cent 
of the shares in the Indian firm, has now merged with Mis. British 
Leyland Motor Corporation Ltd., U.K. which has become the hold-
ing company. A division for this Company, viz., British Leyland 
Truck and Bus Division Ltd., U.K., supplies the goods required by 
the Indian firm. The terms of the Indian firms' agreement dated 
5-12-1955 with Mis. Leyland Motors Limited, U.K, are still in force. 

The Indian firm imports chassis production materials such as 
components and semi finished articles for manufacture of 'Comet' 
vehicles and heavy duty vehicles Type 'Bearer' 'Hippo' and 'Titan' 
spare parts of such vehides and a few items of machinery, equip-
ment and maintenance spares from the English principals. 

(1) Components for manufacture: 

Only 18 items of finished components are being imported for the 
production of 'Comet' type vehicles which is the main item of the 
Indian firms' manufacturing programme. The imported content in 
such vehicles is only 4 per cent. As regards heavy duty vehicles, 
the m~ e ts required for production are imported in C.K.D. 
packs (less deletions). The imported content in these vehicles is 
about 45 to 50 per cent. The transactions relating to imports of 
these components appear to be in the normal course of trade and the 
agreement does not provide for any consideration to the Buppliers 
which can be re1ated to the prices imported goods. The royalty of 
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1-314 per cent paid by the Indian firm is calculated on the indigen-
ous content of the products manufactured here and has no bearing 
on the assessable value of the imports. The invoice values may. 
therefore, continue to be accepted for assessment after usual check. 

(2) Spare parts for motor vehicles: 

The manner o'f invoicing and pattern of direct imports of motor 
vehicles spares have since changed. The parts are invoiced at the 
prices shown in the supplier's Master Price list less discounts shown 
in the Annexure hereto for certain coded items. For parts of Ley-
land's own manufacture (which do not bear any code) a discount of 
30 per cent is allowed to Mis. Ashok Leyland Ltd., Madras. All 
these discounts are described as trade discounts. The Calcutta State 
Transport Corporation which also imports such spare parts gets the 
same discounts as Mis. Ashok Leyland Ltd., on the Coded items and 
a discount of 25 per cent on Leyland spares (uncoded items), and 
pays a local agency commission of 7! per cent on the net ex-works 
invoice value to Mis. Ashok Leyland Ltd., Madras. 

In view of the above mentioned changes in invoicing, it has been 
decided to revise the loading  factors applicable to imports by Mis. 
Ashok Leyland Ltd., Madras as follows:-

(a) The net ex-works invoice values of Leylano spare parts 
(uncoded items on which discount of 30 per cent is at pre-
sent being allowed to Mis. Ashok Leyland Ltd.) may be 
increased to in the ratio of 70: 75 and loaded by 7! per 
cent, and 

(b) The net ex-works invoice value of other spares may be 
loaded by 7i per cent. 

This loading may applied for purposes of assessment irrespective 
of whether the spares are imported by Ashok Leyland against their 
own quota Jicences or against actual users licences with letters of 
authority in the:r favour, as the basis of invoicing is the same. The 
net invoice values are, however, acceptable for debit to import 
licences (as before) as there is no extra remittance in excess of in-
voice values. 

(3) Machinery and equipment and maintenance spa'l'es: 

There are occasional imports Of such items thro11gh the English 
principals. None of the goods is made by the English firm which 
r ure~ them and invoices to the Indian firm-aiter adding a hand-
ling charge of 2i per cent (not separately shown in the invo1ces) 
;!'71 accordance with Clause 14 of the agreement. This position has 
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been verified with reference to manufacturer's quotations which are· 
made available to the Indian firm by the suppliers. The invoices. 
may, therefore, continue to be accepted for asses-sment purposes. 
(4) Semi finished materials: 

This matter is still under examination. The decision in this 
Custom House Circular No. 26164 may continue to be followed till a 
fresh circular is issued. 

S.50 I 12.69-Hes. 
Custom Hcr..lse: Madras. 
Dated: 21-12-1972. 

Sdl- (C. K. GOPALAKRISHNAN) 
Dy. Collcc.tor of Customs. 

(Attested) 

Sdl- (V. P. GULATI, 
Asstt. Collector of Customs •. 

ANNEXURE TO INVESTIGATION CIRCULAR NO. 73/72 
LEYLAND MOTORS LTD., U.K. 

Discounts applicable to coded items of spare parts. 

PB 32 '50 % . PG 5°% 

PC 72 '50 % . PH 43% 

PD 55% PK 4°% 

PE 3°% EC 15% 

PF 4°% Net-No dilcount. 
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APPENDIX V 

(Vide Page 3.3) 

NOTE ON THE PROCEDURE OF POSTAL APPRAISEMENT IN' 
FOREIGN POST OFFICES 

In the :foreign post office two Departments of Central Govern-
ment namely, Customs and Postal authorities function side-by-side 
and by virtue of long standing association they have developed a 
system of working that has by and large stood the test of time. The 
foreign post offices have the responsibility of receiving inward 
foreign mails whether by surface or by air and of forwarding them 
to the local post offices for delivery to the addressees. The Cus-
toms on their part are responsible for the levy of the Customs duty 
on all items imported and also for prevention of entry of unautho-
rised or otherwise prohibited goods. The post office acting on be-
half of the public is only responsible for the contents and the pack-
ing of the parcels and no claim for compensation from the public 
lies to the Customs department on account of the shortage, pilfer-
age, damange or defective packings. The Post Offices are also res-
ponsible for the translation of description shown in declaration in' 

foreign languages, before presentation to the Customs. 

2. At present there are four offices of exchange at Bombay, Mad-
ras, Calcutta and Delhi. In addition, there are sub-foreign post 
offices at Bangalore, Ahmedabad, Cochin, Jaipur and Srinagar 
which is only for export. 

3. Mail bags containing post parcels are received by the Postal 
authorities either by air or by sea. 

CLEARANCE OF SEA MAIL PARCELS 

Bags containing surface mail parcels are opened ill the Import 
section of the Foreign Post Office. The Postal staff collects the 
despatch notes/customs declarations and presents them to the 
Sheet Assessment Appraiser after arranging them in an eti~ 

cal order. The despatch notes/customs declarations so presented 
are scrutinised by the Sheet Assessment Officers. They are cate-
gories into four groups namely-

(a) 'R' for release of parcels on sheet assessment. 
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(b) 'D' parcels to be detained for examination and release, 
and 

(c) ~ I  for trade parcels for which call-cum show cause-
notices are to be issued. 

(d) 'C-2' for other parcels for which call-cum show notices 
are to be issued. 

After categorisation of the despatch notes/customs declarations. 
the despatch notes/customs declarations are returned to the Postal' 
authorities. Separate way bills are prepared by them ft>r each of 
these categories of parcels. Category 'R' way bill is presented t() 
the Sheet Assessment Appraiser who completes the assessment on 
way bill itself and passes the parcels for release. 

'D' and 'C' categories of parcels alongwith the respective way' 
bills are presented to the Assessing OfficersiExaminers. After 
examination, if the value of the parcel is less than the value upto· 
which no imp:>rt licence is required or is less than the duty free 
limit, they are released with or without customs duty. In all other 
cases namely. where an import licence or' invoice etc., are required' 
for the release, a call-cum-show cause notice is issued to the ad-
dressee asking him to produce the necessary documents within 10' 
days in case of local addressees and 15 days in the case of outstation 
addressees. In respect of this category, decription/quantity and 
value of the goods as assessed are recorded in the case file and the·' 
relevant columns of the way bills are filled in. 

Clearance of air parcels. 

The parcels alongwith the way bills are presented to the Sheet 
Assessment· Officer for sheet assessment. In case of parcels that 
can be released on the basis -of declaration, they are released after 
making 'R' against the entries in the way bills. For other entries 
marking of 'C' or 'D' according to the nature of the parcels are in-
dicated. After release of the 'R' parcels, the way bills alongwith 
the parcels are presented for examination and released or for issue 
of ca1l-cum-show cause notices. 

All call-cuM-show cause notices issued for trade goods or in 
those cases calling for further documents are entered in a register 
known as Register for detained post parcels, in Form CBR-Cus-1l3. 
This register indicates the particulars of parcels. The running 
serial No. for the year is given for each call-cum-show cause 
notices. The' movement of the case file and final disposal of the 
same are entered in this register. 
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In respect of those parcels which, after examination, are found 
to contain prohibited or banned goods, Show caJ,lse notices are issu-
. ed. A separate register is maintained for recording the show cause 
notices in the fonn CBR-Cus-304. All adjudication particulars of 
such cases are recorded in this register. Internal Audit Depart. 
ment audits all assessments and releases regularly. 

Letter mail sectiOD. 

Letter-mails and Letter-mail article/packets are intercepted at 
the time of receipt of mail bags at the sorting section(s) at General 
Post Office and Airport sorting office. The mail-bags containing 
letters and articles are presented to the customs for elimination 
work. Letters and letter-mail aJticles are scrutinised superficially 
by the customs. Articles and letters bearing green "Doune" lable 
or which are bulky or which from the nature, size or manner 'of 
packing, are suspected to contain dutiable or prohibited articles, are 
·detained for further scruting. Those articles/letters released by 
the assessing officer(s) are despatched with necessary stamp 
·'Passed Customs" impressed upon them. The detained letter-mail 
articles are accounted and baged with the seals of both the depart-
ments for despatch to customs examination department of the 
foreign Post Office. In the Customs examination department, the 
bags are then opened and examined one-by-one for further elimina· 
tion and numbering !)f the detained articles for assessment. The 
Post Office then prepares in respect of each packet detained for 
examination an assessment memo indicating the particulars re· 
garding the serial number stamped on the packet. country of ori-
gin. the date of receipt and the name and address of the addressee 
and also the way-bill in triplicate. The packet/Letter Mail Arti-
cles are then submitted without delay for examination and assess-
ment to the Customs Officer(s) who fills the remaining particulars 
regarding the contents, value rate and amount of duty, both on the 
way bills and as well as assessment m~m s. After audit, the war 
bill Assessment Memos are handed over to the Post office for deli-
very of the packet to the addressees. Packets suspected to contain 
·diamonds are opened and assessed to duty only in the presence of 
the owners or his duly authorised representative. If the packets 
cannot be released on assessment for want of documents like im-
port licence etc., a call-cum-notice is issued. When the documents 
··are received, the packet is released after assessment. if other-wise, 
in order. 
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If the addressee does not agree with the assessment made on the 
parcel, he has the option to ient the parcel/letter mail packet back 
to the foreign post office for re-assessment, giving the reasons for 
:such request. The parcels received for re-assessment are presented 
by the ·PoStaI authorities to the customs who will either confirm 
or revise the assessment, depending upon the merits of each case 
and the reasons furnished by the addressee. 

Reconciliation of duty bUIs· 

The Postal Department ~ts the duty assessed at the time 
of delivery of parcels/packets. The Postal Department sends the 
duty bills every month to the Postal Appraising Section showing 
the details of duty assessed by the Customs in the previous month. 
In case the parcels/packets that are not delivered to the addressee 
or released after re-assessment of the parcel with duty lesser than 
the one originally assessed, the Post Office also prepares and sends 
a separate statement called "Write back" statement separately for 
parcels and packets. These statements are checked with the Cus-
toms'copies of way bills, case papers, write back register and de-
tention registers etc., and are passed, if found in order, or otherwise 
the discrepancies, if any, are indicated. After audit check the 
statements are returned to the Accounts Department. 
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(Vide ~ r  3.5) 

St1MMARY OF E O~ ~ IO~S FROM TIlE UPORT O:r· 
TUE TWO MAN COMMInEE ON FQaEIGN POST OFFICES AND-

POST.AL APP ~ISING DEPARTMENT 

1. Mails shoLlld. as far as possible, be rr~ed to Pe rri~ 

by vesse1s sailing directly which operate with regular and 
sufficient frequencies. 

2. Mails should be unloaded expeditiously, even beyond Bcr-
mal working hours and quickly transported to postal 
godowns. 

3. At points nearest to wharves, there should be separate 
transit sheds for mails, 

4 To facilitatt. quick and safe handling of mills mechanicd 
aids like conveyors, electric hoists and lifts should be pJ()-
vided. 

5. All forward foreign mails should be transported expedi-
tiously by rail from ports of landing. 

G. For ui ~e  handling and customs processing of air maiJs, 
separate, direct air parcel bags should be closed for 
four metropolitan cities of Bombay, Delhi, Calcutta and 
Madras. 

7. In the offices and sub-offices of Exchange, mail bags should 
be st.ored systematically in the order of their receipt.; the 
opening of the bags should also be in that order. 

8. Mail bags should, upon receipt in the offices or sub-otilces 
of Exchange, be opened as early as possible only in the 
presence of Customs Officers, separate arrangements :(()l" 
opening lOai! bags countrywise being 1)01 necessary. 

9. Immediately on opening of ~ mail bags (Qr earlier in the 
case of parcels from U.K.) the Customs declarations aT.d 
despatch notes should be sorted out and arranged ~

betically with reference to the ·prineipal·4eUe:r o:f the 
names of the addressees. 
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10 ... ~ r tt  sets of way bills s~ u d. e prepared after the 
., " '@eet alMS&mentofticer has eate,orised' the alphabetically 
'. arranged CultoJns Deciarations arid des ~ notes into:-

(i;i) 'R' f9r relea.se of parcels on sheet assessment, 

(b) 'D' for ~ e s to be detai;Ded for passing after examina-
tion, 

(C) 'C-l' for trade parcels f ~ issue of call-cum-show-cause 
notices, and 

(d) 'C-2' for other pa'rcels for issue of call..cum-showcause 
notices. 

11. (<l) On the same day the way bills are prepared, 'R' way 
bill sheets should be presented to the sheet-assessment 
officer for completion of Sheet assessment and retuIb of 
the ~  bill sheets. . 

(b) On the following day'D', 'C-l' and 'C-2' categories way 
bills together with the parcels should be presented to 
Qssessn"lg officers and examiners fol'-

(i) examination and (ii) lJassing of parcels/issue of call-cum-
show cause notices. 

(c) In the case of parcels of small bulk and high value con-
taining re~i us stones, jewellery, industrial-diamonds etc. 
call llotices should initially be issued and the pare-els 
thereafter examined in the presence of addressees. 

12. There should be a ~ r ~ section in the postal appraising 
department to register an4 despatch call-cwn-show cauSt-
notices and to receive documents in response thereto and 
to proce:-.s such Ca5e files. ~re should be another RPi!-
tion to deal with all Cases requiring to be· adjudicated. 

13. On th,c submission of case files after placement of docu-
ments received in res ~ to call-clIDl-show cause notkes. 
~. separate set of asaessi,ng ffi e~ should d~ with such 
cases c:llnprehensively, without having to t~ recourse 
to re-examination of parcels except where considered 
.~e  tial. B d rseJ ~  of postal as well as Customs 
copies of the way bills with pazticulars 0' assessmc-nt 
will however, be done by a separate officer called "A.O. 
(Endor.sement ~ . . 

~ ~ . \\~e . e .dJ.u~ ~ti. ~ ~J O e\ ti  we inv9lveci. ~ of 
Ol·ders of ~iud ~~i. \ s ~ alsP ~ IDJE wile pm--
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tal .~ies of way bills (duly asses&ecl) are returned...; the 
foreign post offices for arranging delivery of the parcels 
On collec..'tion of both duty and fine. 

(b) In the case of parcels whose absolute confiscation has 
been pdjudged, the Foreign Post Office should record the 
number and date of the orders-in-original on the parcels 
as well as against the relevant entries in the detailed 
statements. They should also keep such parcels separate-
ly either in the same room where detained parcels are 
stored Qr preferably in a separate strong-room. 

15. F r~i  P(1st offices should arrange despatch of 
cleared parcels directly from their godowns, 
having to bring them to assessment tables. 

ust m~ 

without 

16. The postal department should also recover from the addres-
sees, fines if any, levied. To facilitate this the suggested 
revised Form of RP-14 should be adopted 

1'1. VJhen mail bags containing parcels intended for other offi-
ces Or ~u ffi es of Exchange are opened for sortinR and 
re-packing and preparation of extract way bills, the occa-
sion should be utilised for release straightaway (without. 
having to route through the jurisdictional offices/sub-
offices of Exchange) of all parcels which could be com-
pletely processed on sheet assessment; only the remaining 
parcels should be listed in the extract way bills. 

18. '1'0 avoid prolonged detentions, the time allowed in call-
cum-show cause notices for production of documems, 
licence etc. should be reduced from 28 days to (i) 10 days 
in the case of local addressees and (ii) 15 days in t ~ case 
of outstations addressees. 

19. To ensure maximum flow of work during regular· office 
hours of the postal appraising department, the working 
hours of the different categories of postal staff should be 
suitably staggered. . 

20. E...cperienced assessing olicers should be posted-for sheet 
assessment work. 

:no While a judicial mix of asseSSing. officers and .Examinen: 
would be aJ)propriate for examinationpf. 'D' and 'C-2' 

t.e ~ ies f parcels; senior as .welt as e eri~t ed apprai-
"' . ··Sel'S should handle 'C-l' cate"gQryof parcels .. 
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22. (a) Each examination table dealing with 'DJ or 'C-2 
category 01 parcels should be 1prcVided with two ~ erJ .S 

and two packers on the postal side; 01\ the other side, ~ 

clerk f(lr every two such tables for calculation of duty 
etc. shouJd suffice. 

(b) In the case of examination tables dealing with 'C-I' cate-
gory parcels. each table should be provided with one cleI'k 
and one packer on the postal -side and one clerk oa the 
other sid ~ for calculation of duty ;etc. 

23. Separate auditors should be posted either on a ~ ti \e 

or part-time basis, for spot audit where way bill sheet" ale 
3ltsesseci to duty. 

24. Prompt Io!)ow-up of all call-cum-show cause cases should 
be ensured. 

25. With a view to taking appropriate action in respect of de-
tained parcels, the Assistant Collector of Customs should 
visit the strong rooms at least once every week. 

26. E;<allliniltlon and assessment of detailled letter mail at tides 
. $hould be taken up immediately after the process of eli-
.nination. 

27 In the Letter Mail Section, each examination table should 
be mannEd by one Customs Examiner for assessment and 
calculation of duty, one postal clerk for preparation of 
way bills, a second postal clerk for preparation of Form 
FP-53 Ilnd one packer for opening and sealing of and for 
aUixing FP 53 Forms on the article. For spot audit, ODe 
auditor for every 2--3 tables should be adequate. 

28. ExpoJ't parcels detained at the time of examination slumld 
bf> ).1I'xessed expeditiously. 

29. "Drawback" parcels should be transmitted in separate .~s 

S\.litably labelled. There shOUld be a separate ceil in 
}f'oreign Post Office in the Export Parcel Departmer.t t(} 
deal with them. 

30. Drawback should be paid by the Postal Appraising Dt.~ rt

ment of the Foreign Post Oftlce ot Exchange wherefrom 
. a::parcel was actually exported out of India. 

31. '!hrough wide publicity, it should be ensured that ali tr ~  

parCf'ls aTe accompanied by invoices. 
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82. e ~e of' ~~i. ~ et ~i r i r  re ~.~ aIid life 
laYin.g 'drUis should. be.aiVen' ~ i ~ rit . There 
shQuld be cold t r ~ f ~itiesf i  .ti:lei'r stO~ e. ,Clearance 
from ax J~ control shoui(j be facilitated by is~ts tr> the 
postal appraising department units, everyday; by A::ISJst· 
ant D!'u,gs' .Controller." " ' 

33. To facilitate Clearance/dellvery: of :par'cels. dd~ess~d \0 
Diplolllatic missionS, ch8ntable. i Stituti ~  etc. there! 
should be arrangement f~~ d ~ e re ~i t ~f exemptIOn 
, certinc'ates. etc., .; ,: " 

. .' ") 

34 .. Collectors· of Cust<>lnS should ~~  Powers' .tosanction, on 
a temporary basis, the additional staff needed for hand-
ling mails duringChnstmas, DiwaUetc, ' 

35. Clearance of imported parcels/packets should be against 
separate licences/customs clearance-permit. : 

36. The present ~ue limits for import of gift parcels without 
a licence should be eIihanced to Rs. 300/-for all gift par-
cels regardless of the country of origin. 

37. The limits of duty exemption should be enhanced as 
follow.: 

Food & medicines-from Rs. 80/-to Rs. 200/" 
Others -from Rs. 40/-to Rs. 100/-

38. The p!'esetlt powers of assessing officer, for completing 
assessments involVing duty uPt<> Rs. 500/-should be en-
hanced to R£. 1000/- .' ,  ' 

~ The layout of the Examination Halls should be such that 
the public can only come into contact with the Customs 
assessing omcers but not with other members 'ot the staff. 

40. Parcels confiscated absolutely or parcels not cleared within 
six months from the date of ~eir  detention should be 
stored by the Postal Apptaising Department. For this 
strong room. faeBrti'es shdlild be 'provided oil rent by the 
postal authorities. 

41. F rse r ~ st«age. ami disposal of parcels ripe ~ dis-
posal. faclitty of a, ~~te goalewn shOtlld.be available 
to t.IIiIt customs AI&tb.orities • 

.• '!'be PGRal Department,sllDulcl _ entitle:4 to eoUerd gpdown 
rent when cieliverJ of parcell is after 8 months from their 
detention,' .  , 

....... -..--
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<43. ~ t u d be adequatE! Supply'ofCalculators andready 
reckol!ien.for facilitating calculation of _\le, duty etc . 

. 44,. The following should be the norn'U; of assessing olftcers: 
.  . , 

(l) for s ~t assessment all work should be completed 
on the same day. 

(2) for 'D' and 'C-2' parcelS:---80 parCels per day. 
~  .• 

(3) for 'C-1' and other trade parc,els---40 ~r e s per d~ . 

Completion of, ~ssessme t 2  . ~es per day. . 
• .', ., .of· '." 

(4) for letter mail-80 packets per day per A.a. 

~. Issue by the postal appraising department at Madras,' of 
orders in  original  in respect of re ssessm~ t castes 'sh&t1ld 
be discontinued. . 

46. In the postal Appraising department, countryVliSe distri-
buWm o'f work should be discontinued. 

41. Modern Steel Furniture' should be provided for the staJf ot 
Customs and Postal Departments; Assessing Ofticers should 
in addition,' be provided with steel cabinets with' locking 
arrangements. 

-48'. One E1ectrical Sealing Wax dispenser should' be installed 
for every two examination tables. 

,49. Stapling outfits should be' r id~ for' fS'cilttating' repack-
ing , of .packeta. 

50. There should be adequate faciiitiesfor delivery of parcels 
at oftiees of Exchange and sub-offices of -Exchange. 

51. For faciUt8.ting identificaiion' of persons claiming delivery 
postal identity cards should be issued. . 

52. MiniatUre foreigh post oftle'eS should be set up at interna-
tional airports. ' 

53. Additional sub-oftices of EXchange should· be GPened at 
Hyderabad, Ludhiana and Kanpur. 

~. There should be four copies ot way bills-the fourth copy 
serving the Postal Department for dealing with enquiries 
and references. 

:55. Strong-rooms tor storing serial number-wise/categorywise 
"D', 'C-l' and 'C-2' parcels should be located to Customs 
Examination :Centres. 
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16. To facilitate collection of fines/penalties {besides' -: duties. 
and other charges) the suggested 'revisedform -of RP-14 
should be adopted. 

57. The present form FP-53 and assessment memo No. MIS-9(A) 
should be replaced by the suggested revised Form FP 53. 

58. The practice at Bombay Foreign Post of Weighing all un-
insured parcels should be discontinued. 

59. Preparation by the Calcutta Office of Exchange of re-entry 
way bills should be discontinUed. 

60. Postal Staff should be encouraged to learn foreign languages. 

61. There should be adequate arrangements in the office of 
Exchange for Fire Fighting and Post Control. 

62. There should be co-ordination meetings between Customs 
and Postal departments, at periodical intervals. 

63. At the all India level there should be a standing committee, 
to resolve outstanding organisational problems effecting 
the smooth functioning of .the two departments. 

64. Collectors of Customs should examine the feasibility of ins-
talling fluoroscopes in the Postal-Appraising Department. 

65. There should be adequate publicity about receipts and 
despatches of foreign maU. 

66. (a) All inward parcels should be handled ~it i  one week. 
of the receipt of mail. 

(b) At any part of time, the number of -parcels remaining 
detained should not ordinarily exceed the average total 
number of parcels detained for a period of 3 weeks. 

(c) The number of fresh parcels under processing, should 
not, at any time, exceed half a week's receipt. 

(0' No ~  or packet should remain in . postal custody 
heyond a' period of 6 months. 
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e
d 
fr
o
m 
t
h
e 
S
T
C 
b
y 
t
h
e 
Ma
dr
8
1 

C
us
t
o
m 
H
o
us
e.
 
A
n
ot
h
er
 
s
u
m 
of
 
Rs
. 
8.
33
 
l
a
k
hs
 w
as
 
d
u
e 
t
o 
t
h
e 
B
o
m-

b
a
y 
C
us
t
o
m 
H
o
us
e 
fr
o
m 
t
h
e 
S
T
C 
f
or
 
t
h
e 
pe
ri
o
d 
fr
o
m 
19
71
-7
2 
t
o 

e
n
d 
of
 
Ma
rc
h,
 
19
75
. 
T
h
e 
S
T
C 
al
s
o 
o
we
d 
a 
c
us
t
o
ms
 
d
ut
y 
of
 
Rs
. 

6.
61
 
la
k
hs
 
t
o 
t
h
e 
C
al
c
ut
t
a 
C
us
t
o
m 
H
o
us
e 
o
n 
si
mi
l
ar
 
ac
c
o
u
nt
 
f
or
 
t
h
e 

pe
ri
o
d 
fr
o
m 
19
65
-6
6 
t
o 
19
76
-7
7. 
T
h
e 
a
ct
u
al
 
p
a
y
m
e
nt
 
of
 
t
h
es
e 
d
ut
y 

ar
r
e
ar
s 
b
y 
t
h
e 
S
T
C 
t
o 
t
h
e 
Ma
dr
as
, 
B
o
m
ba
y 
a
n
d 
C
al
c
ut
t
a 
C'
us
t
o
m 

H
o
us
es
 
st
ar
t
e
d 
as
 
l
at
e 
as
 
Se
pt
e
m
be
r,
 
19
76
, 
J
a
n
u
ar
y,
 
19
77
, 
a
n
d 
J
u
n
e,
 

19
78
 
re
s
pe
ct
i
ve
l
y.
 
W
hi
le
 
t
h
e 
C
al
c
ut
t
a 
C
us
t
o
m 
H
o
us
e 
h
as
 
re
a
M.
se
d 
g: 

a
n
d 
e
nt
ir
e 
d
ut
y 
ar
re
ar
s.
 
t
h
e 
a
m
o
u
nt
 
of
 
d
ut
y 
st
il
l 
p
e
n
di
n
g 
re
al
is
at
i
o
n 

b
y 
t
h
e 
Ma
dr
as
 
a
n
d 
B
o
m
ba
y 
C
us
t
o
m 
H
o
us
es
 
fr
o
m 
S
T
C 
is
 
re
s
pe
c-

ti
ve
l
y 
a
b
o
ut
 
Rs
. 
82
.,
00
0 
a
n
d 
Rs
. 
8.
16
 
la
k
hs
. 

T
h
e 
M
e
m
b
er
 
(
C
us
t
o
ms
) 
c
o
nc
e
de
d 
d
ur
i
n
g 
e
vi
de
nc
e 
t
h
at
 
"t
h
er
e 

h
a
v
e 
b
e
e
n 
c
er
t
ai
n 
ca
se
s 
w
h
er
e 
t
h
e 
d
el
a
y 
o
c
c
ur
r
e
d 
be
ca
us
e 
t
h
e 
C
us
t
o
m 

H
o
us
e 
di
d 
n
ot
 
i
nt
i
m
at
e 
i
n 
ti
m
e 
t
o 
t
h
e 
S
T
C 
t
h
e 
a
m
o
u
nt
 
of
 
d
ut
y 
le
vi
-

a
bl
e .
..
 " 
T
h
e 
C
o
m
mi
tt
ee
 
t
a
k
e 
a 
se
ri
o
us
 
vi
e
w 
of
 
t
h
e 
sl
ac
k
ne
ss
 
di
s-

pl
a
ye
d 
b
y 
t
h
e 
va
ri
o
Us
 
C
us
t
o
m 
H
o
us
es
 
i
n 
re
al
is
i
n
g 
d
ut
y 
a
m
o
u
nt
 
fr
o
m 

t
h
e 
S
T
C.
 
T
h
e 
pr
i
m
ar
y 
re
as
o
n 
f
or
 
f
ai
l
ur
e 
t
o 
re
al
is
e 
t
h
e 
d
u
es
 
~
 

t
h
at
 
t
h
e 
C
us
t
o
m 
H
o
us
es
 
di
d 
n
ot
 
m
ai
nt
ai
n 
a
n
y 
c
o
nt
r
ol
 
or
 
d
e
m
a
n
d 

re
gi
st
er
s 
t
o 
wa
tc
h 
t
h
e 
re
al
is
at
i
o
n 
of
 
t
h
e 
c
us
t
o
ms
 
d
u
es
 
o
n 
s
u
c
h 
sa
le
s 



(
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(2
) 

(3
) 

2.
7
0 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 

(
De
pt
t.
 
of
 
Re
ve
n
ue
) 

(4
) 

ti
ll
 t
h
e 
ne
ce
ss
it
y 
t
h
er
e 
of
 
wa
s 
p
oi
nt
e
d 
o
ut
 
b
y 
t
h
e 
A
u
di
t 
i
n 
D
e

e
m

e
r
~
 

19
75
. 
W
he
n 
t
h
e 
S
T
C 
wr
ot
e 
t
o 
t
h
e
m 
t
o 
fi
n
d 
o
ut
 
t
h
e 
a
m
o
u
nt
 
of
 
d
ut
y 

le
vi
a
bl
e 
i
n 
a 
p
ar
ti
c
ul
ar
 
ca
se
, 
t
h
e
y 
fa
il
e
d 
t
o 
i
nt
i
m
at
e 
t
o 
t
h
e 
S
T
Ci
n 

ti
me
. 
T
hi
s 
re
s
ul
te
d 
i
n 
ac
c
u
m
ul
at
i
o
n 
of
 
h
u
g
e 
ar
r
e
ar
s 
o
n 
ac
c
o
u
nt
 
of
 

t
h
e 
C
us
t
o
ms
 
d
ut
y 
s
pr
ea
d 
o
v
er
 
a 
l
o
n
g 
pe
ri
o
d 
(r
a
n
gi
n
g 
fr
o
m 
• 
t
o 
12
 

ye
ar
s)
. 
T
h
e 
C
o
m
mi
tt
ee
 
de
pr
ec
at
e 
t
hi
s 
a
p
at
h
y 
o
n 
t
h
e 
p
ar
t 
of
 
t
h
e 

c
o
nc
er
ne
d 
C
us
t
o
ms
 
H
o
us
es
 
w
hi
c
h 
l
e
d 
t
o 
a
v
oi
da
bl
e 
a
n
d 
i
n
or
di
na
te
 

de
la
ys
 
i
n 
t
h
e 
re
al
is
at
i
o
n 
of
 
G
o
v
er
n
m
e
nt
 
d
ue
s.
 
T
h
e 
C
o
m
mi
tt
ee
 
w
o
ul
d 

ur
g
e 
t
h
e 
D
e
p
ar
t
m
e
nt
 
t
o 
pr
o
be
 
i
nt
o 
t
he
se
 h
u
ge
 
ac
c
u
m
ul
at
i
o
ns
 
wi
t
h 
a 

vi
e
w 
to
 f
i
n
d 
o
ut
 
as
 
t
o 
h
o
w 
fa
r 
t
h
es
e 
w
er
e 
d
ue
 
t
o 
pr
o
c
e
d
ut
al
 
ca
 

la
c
u
na
 a
n
d/
or
 
la
ps
e 
on
 
t
h
e 
p
ar
t 
of
 
ce
rt
ai
n 
of
fi
ci
al
s. 

".
 

T
he
 
C
o
m
mi
tt
ee
 
ar
e 
p
er
t
ur
b
e
d 
to
 
n
ot
e 
t
h
at
 i
t 
wa
s 
o
nl
y 
af
t
er
 
t
h
e 

A
u
di
t 
h
a
d 
p
oi
nt
e
d 
o
ut
 
a
n
d 
t
h
e 
C
o
m
mi
tt
ee
 
h
a
d 
se
le
ct
e
d 
t
h
e 
A
u
di
t 
p
ar
a 

f
or
 
e
xa
mi
na
ti
o
n 
t
h
at
 s
ui
ta
bl
e 
i
ns
tr
uc
ti
o
ns
 
w
er
e 
is
s
ue
d 
i
n 
A
u
g
us
t,
 

19
78
 
f
or
 
ma
i
nt
e
na
nc
e 
of
 
c
o
nt
r
ol
 
re
gi
st
er
s 
b
y 
t
h
e 
C
us
t
o
ms
 
H
o
us
es
 
f
or
 

re
c
or
di
n
g 
t
h
e 
pa
rt
ic
ul
ar
s 
of
 
ve
hi
cl
es
 
i
n 
re
s
pe
ct
 o
f 
w
hi
c
h 
pe
r
mi
ss
i
o
n 

f
or
 
sa
le
 
t
o 
t
h
e 
S
T
C 
w
as
 
re
ce
i
ve
d 
fr
o
m 
t
h
e 
Mi
ni
st
r
y 
of
 
E
x:
te
r
na
l 

Af
fa
ir
s.
 
T
he
 
C
o
m
mi
tt
ee
 
d
o 
n
ot
 
se
e 
a
n
y 
pl
a
us
i
bl
e 
re
as
o
n 
w
hi
c
h 
pr
e-

ve
nt
e
d 
t
h
e 
G
o
ve
r
n
me
nt
 
fr
o
m 
is
s
ui
n
g 
s
uc
h 
i
ns
tr
u
ct
i
o
ns
 e
ar
li
er
 
s
o 
as
 

t
o 
o
b
vi
at
e 
t
h
e 
he
a
v
y 
ac
c
u
m
ul
at
i
o
n 
of
 
s
uc
h 
d
u
e 
ar
r
e
ar
s 
i
n 
t
h
e 
pa
st
. 

T
he
y 
w
o
ul
d 
n
o
w 
li
k
e 
t
o 
be
 
i
nf
or
me
d 
w
h
et
h
er
 
tI
M! 
re
vi
se
d 
i
ns
tr
uc
ti
o
ns
 

ha
ve
 
be
e
n 
f
ol
l
o
we
d 
b
y 
t
h
e 
c
o
nc
er
ne
d 
de
pa
rt
me
nt
s.
 T
h
e 
l
at
es
t 
p
os
it
i
o
n 



1
9 

2'
7
1 

-
d
o
-

2
0 

2'
7
2 

-
d
o
-

r
e
g
ar
d
m
g 
r
e
al
is
at
i
o
n 
of
 
p
as
t 
ar
r
e
ar
s 
m
a
y 
al
s
o 
b
e 
i
nt
i
m
at
e
d 
t
o 
t
h
e 

C
ot
n
mi
tt
ee
. 

. 

T
h
e 
C
o
m
mi
tt
e
e 
fi
n
d 
t
h
at
 a
ll
 
t
h
e 
c
ar
s 
i
m
p
or
t
e
d 
wi
t
h
o
ut
 
p
a
y
m
e
nt
 

of
 
c
us
t
o
ms
 d
ut
y 
ar
e 
a
c
q
ui
r
e
d 
b
y 
t
h
e 
S
T
C 
fr
o
m 
t
h
e 
pr
i
vi
l
e
g
e
d 
p
er
s
o
ns
 

or
 
or
ga
ni
sa
ti
o
ns
 
f
or
 
s:
ll
e 
o
n 
'a
s-
is
-
w
he
re
-i
s'
 b
as
is
. 
I
n 
t
h
e 
ca
se
 
of
 
a
n 

a
c
ci
d
e
nt
e
d 
v
e
hi
d
e,
 
h
o
w
e
v
er
, 
t
h
e 
p
ur
c
h
as
e 
is
 r
ej
e
ct
e
d 
if
 t
h
e 

e
i

~
 

is
 
f
o
u
n
d 
t
o 
b
e 
b
a
dl
y 
d
a
m
a
g
e
d 
a
n
d 
t
h
e 
se
ll
i
n
g 
p
ar
t
y 
e
x
pl
'e
ss
es
 
it
s 

i
n
a
bi
li
t
y 
t
o 
of
fe
r 
t
h
e 
s
a
m
e 
t
o 
S
T
C 
af
t
er
 
p
ut
ti
n
g 
t
h
e 
v
e
hi
el
e 
i
n 
n
or
m
al
 

w
or
ki
n
g 
c
o
n
di
ti
o
n 
or
 
if
 t
h
e 
pr
i
c
e 
of
fe
re
d 
b
y 
S
T
C 
f
or
 
t
h
e 
v
e
hi
cl
e 
i
n 

it
s 
d
a
m
a
g
e
d 
c
o
n
di
ti
o
n 
is
 d
e
cl
i
n
e
d 
b
y 
t
h
e 
s
el
li
n
g 
p
ar
t
y.
 
T
h
e 
as
se
ss
-

m
e
nt
 
of
 
t
h
e 
d
a
m
a
g
e 
is
 m
a
d
e 
b
y 
t
h
e 
m
e
c
h
a
ni
cs
 
ei
t
h
er
 
of
 
t
h
e 
S
T
C 
or
 

of
 
o
ut
si
de
 
a
ge
nc
ie
s.
 
T
h
o
u
g
h 
t
h
e 
ve
hi
cl
es
 
ar
e 
c
o
m
p
ul
s
or
il
y 
i
ns
ur
e
d 

u
n
d
er
 
t
h
e 
M
ot
or
 
Ve
hi
cl
e 
Ac
t,
 
n
o 
ve
ri
fi
ca
ti
o
n 
is
 
m
a
d
e 
t
o 
as
c
er
t
ai
n 

~
 

w
h
et
h
er
 
t
h
e 
o
w
n
er
 
h
a
d 
m
a
d
e 
a
n
y 
cl
ai
m 
a
ga
i
n!
!t
 
t
h
e 
I
ns
ur
a
n
c
e 
C
o
m-

p
a
n
y 
f
or
 
t
h
e 
d
a
m
a
g
e 
i
n 
ac
ci
de
nt
. 
T
h
e 
C
o
m
mi
tt
e
e 
fe
el
 
t
h
at
 i
n 
t
h
e 

a
bs
e
nc
e 
of
 
s
uc
h 
ve
ri
fi
ca
ti
o
n 
t
h
e 
p
os
si
bi
li
t
y 
of
 
mi
sr
e
pr
es
e
nt
at
i
o
n 
of
 

d
a
m
a
g
e 
i
n 
ac
ci
de
nt
 
c
a
n
n
ot
 
b
e 
r
ul
e
d 
o
ut
. 
T
h
e
y,
 
t
h
er
ef
or
e,
 
r
e
c
o
m-

m
e
n
d 
t
h
at
 s
u
c
h 
ve
ri
fi
ca
ti
o
n 
s
h
o
ul
d 
b
e 
m
a
d
e 
i
n
v
ar
i
a
bl
y 
i
n 
e
a
c
h 
c
as
e 

of
 
d
a
m
a
g
e
d 
ca
rs
. 

' 

T
h
e 
C
o
m
mi
tt
e
e 
al
s
o 
u
n
d
er
st
a
n
d 
t
h
at
 
a 
pr
o
p
os
al
 
is
 
u
n
d
er
 
c
o
ns
i-

d
er
at
i
o
n 
i
n 
c
o
ns
ul
t
at
i
o
n 
wi
t
h 
t
h
e 
Mi
ni
st
r
y 
of
 
E
xt
er
n
al
 
Af
fa
ir
s 
t
o 
t
h
e 

ef
fe
ct
 
t
h
at
 S
T
C 
wi
ll
 
n
ot
 
r
ej
e
ct
 t
h
e 
p
ur
c
h
as
e 
of
 
s
u
c
h 
c
ar
s 
u
n
d
er
 
a
n
y 

ci
rc
u
ms
ta
nc
es
. 
T
h
e 
C
o
m
mi
tt
e
e 
w
o
ul
d 
li
k
e 
t
o 
b
e 
a
p
pr
is
e
d 
of
 
t
h
e 

r
ma
l 
de
ci
si
o
n 
i
n 
t
h
at
 r
e
g
ar
d.
 



(
1)
 

(2
) 

(
3)
 

2
1 

'.7
J ~

iI
Fi

e 
(
De
pt
t.
 

Of
"
Re
ve
nu
e 

~ 

2
2 

2·
7
4 

-
d
o-

(
4)
 

T
he
 
C
o
m
mi
tt
ee
 
n
ot
e 
t
h
at
 c
ar
s 
w
hi
c
h 
ar
e 
i
m
p
or
t
e
d 
wi
t
h
o
ut
 
p
a
y-

m
e
nt
 
of
 
d
ut
y 
b
y 
pr
i
vi
le
ge
d 
pe
rs
o
ns
 
ar
e 
va
l
ue
d 
f
or
 a
ss
es
s
me
nt
 o
f 
d
ut
y 

at
 
t
h
e 
ti
me
 o
f 
sa
le
 
af
t
er
 t
hr
e
e 
ye
ar
s 
o
n 
t
h
e 
ba
si
s 
of
 
t
h
e 
c.
i.
f. 
pr
ic
e 
as
 

p
er
 
t
h
e 
bi
ll
s 
of
 
e
nt
r
y.
 
I
n 
ot
h
er
 
w
or
ds
, 
t
h
e 
a
m
o
u
nt
 
of
 
d
ut
y 
c
ha
r
ge
d 

fr
o
m 
S
T
C 
is
 t
h
e 
s
a
m
e 
w
hi
c
h 
t
h
e 
pr
i
vi
le
ge
d 
pe
rs
o
n 
w
o
ul
d 
ha
ve
 
p
ai
d 

at
 
t
h
e 
ti
me
 o
f 
i
m
p
or
ta
ti
o
n 
of
 
t
h
e 
c
ar
 
b
ut
 
f
or
 t
h
e 
e
xe
m
pt
i
o
n 
gr
a
nt
e
d 

fr
o
m 
·
pa
y
me
nt
 o
f 
d
ut
y.
 
T
he
 
pr
ic
e 
fe
tc
he
d 
b
y 
tb
.e
 c
ar
s 
at
 
t
he
 t
i
m
e 
of
 

sa
le
 
is
, 
h
o
we
ve
r,
 
m
u
c
h 
hi
g
h
er
 
t
h
a
n 
t
h
e 
or
i
gi
na
l 
pr
ic
e.
 
I
n 
vi
e
w 
of
 

s
uc
h 
a
p
pr
ec
ia
ti
o
n 
i
n 
t
h
e 
pr
ic
e 
of
 
t
h
e 
ca
rs
, 
t
h
e 
q
ue
st
i
o
n 
w
h
et
h
er
 
t
h
e 

ca
rs
 
s
h
o
ul
d 
b
e 
va
l
ue
d 
f
or
 a
ss
es
s
me
nt
 
of
 
d
ut
y 
wi
t
h 
re
fe
re
nc
e 
t
o 
t
h
ei
r 

C
D 

sa
le
 p
ri
ce
 i
s 
st
at
e
d 
t
o 
be
 u
n
d
er
 c
o
ns
i
de
ra
ti
o
n 
of
 
t
h
e 
G
o
ve
r
n
me
nt
. 
T
h
e 

~
 

C
o
m
mi
tt
ee
 
u
n
de
rs
ta
n
d 
t
h
at
 a
 
tr
i
p
ar
ti
t
e 
m
e
et
i
n
g 
is
 
t
o 
b
e 
c
o
n
ve
ne
d 

be
t
we
e
n 
t
h
e 
Mi
ni
sr
t
y 
of
 
La
w,
 
A
u
di
t 
a
n
d 
t
h
e 
D
e
p
ar
t
m
e
nt
 
of
 
R
e
v
e
n
u
e 

t
o 
c
o
ns
i
de
r 
t
hi
s 
ma
tt
er
. 
T
he
y 
w
o
ul
d 
li
ke
 t
o 
b
e 
a
p
pr
is
e
d 
of
 
t
h
e 
de
li
-

be
ra
ti
o
ns
 
of
 
t
h
at
 m
ee
ti
n
g 
a
n
d 
of
 
t
h
e 
fi
na
l 
de
ci
si
o
n 
ar
ri
v
e
d 
at
. 

T
he
 
C
o
m
mi
tt
ee
 
fi
n
d 
t
h
at
 c
er
t
ai
n 
t
y
pe
s 
of
 
i
ns
ti
t
ut
i
o
ns
 a
r
e 
al
l
o
we
d 

t
o 
i
m
p
or
t 
ca
rs
 w
it
h
o
ut
 
p
a
y
m
e
nt
 
of
 c
us
t
o
ms
 d
ut
y 
o
n 
t
h
e 
c
o
n
di
ti
o
n 
t
h
at
 

t
h
e 
ve
hi
cl
e 
wi
ll
 
n
ot
 
be
 
s
ol
d 
or
 
ot
he
r
wi
se
 
di
s
p
os
e
d 
of
 
wi
t
h
o
ut
 
pr
i
or
 

pe
r
mi
ss
i
o
n 
of
 
t
h
e 
pr
es
cr
i
be
d 
a
ut
h
or
it
y.
 
N
o
n-
o
bs
er
va
nc
e 
of
 
t
hi
s 
co
n-

di
ti
o
n 
ca
n 
r
e
n
d
er
 t
h
e 
c
ar
 l
ia
bl
e 
t
o 
c
o
nf
is
ca
ti
o
n 
a
n
d 
t
h
e 
i
m
p
or
t
er
 l
ia
bl
e 

t
o 
pe
na
lt
y 
u
n
d
er
 
t
h
e 
C
us
t
o
ms
 
Ac
t.
 
De
s
pi
te
 
t
he
se
 p
r
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