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INTRODUcnON 

[, the Chairman of the Public Accounts Committee, as authorised by the 
Committee, do present on their behalf this Eighty-Third Report on 
Paragraph 2.49 of the Report of the Comptroller and Auditor General of 
India for the year ended 31 March, 1992, No. 4 of 1993, Union 
Government (Revenue Receipts-Indirect Taxes) relating to Customs 
Receipts-Loss of revenue due to non-availability of a provision in the 
Act. 

2. The Report of the Comptroller and Auditor General of India for the 
year ended 31 March, 1992, No.4 of 1993, Union Government (Revenue 
Receipts-Indirect Taxes) was laid on the Table of the House on 27 April, 
1993. 

3. The imported goods after unloading are allowed to be placed in the 
custody of Port TrustlInternationai Airport Authority or the Custodian in 
Land Customs Station, as the case may be, before their clearance either 
for home consumption or for warehousing. The accountal of such goods 
and their clearance are required to be monitored both by the custodian of 
the goods and the Customs Department. There are, however, no provi-
sions in the Customs Act, 1962 for action against the custodians for 
recovery of Customs duty on goods pilfered while in their custody. 
Similarly, the laws governing the functioning of custodians of the landed 
goods are also silent about their liability on the imported goods pUfered or 
lost while in their custody. The Committee had as far back as in 1967 
pointed out in Para 2.83 of their Second Report (Fourth Lok Sabha) that it 
was a most anomalous position that the goods lost after having landed at a 
pOrt are not leviable to duty. Expressing their concern over the rise in the 
value of missing stores, the Committee had recommended that the Port 
Trust be held responsible atleast partly for the loss of Customs duty on 
packages pilfered from their custody. [n this Report, the Committee ha'\'e 
deeply regretted that even after the lapse of more than 27 years since the 
recommendation was originally made by them, no concrete action has been 
taken so far to plug them legal loopholes. Consequently, as the Audit 
Paragaraph and the Committee's examination revealed, the imported 
goods continued to be pilfered and removed surreptitiously from the 
custodians at the cost of the public exchequer. The Committee have 
recommended that concrete action should be takeD to make suitable 
amendments in the Customs Act, 1962 making the custodians liable for the 
loss of goods kept in their custody with a view to checking unauthorised 
removal of such goods and its adverse impact on the economy and the 
exchequer. 

(v) 



(vi) 

4. The Committee examined audit paragraph 2.49 at their sittin, held OD 
12.7.1994. The Committee considered and finalised the report at their 
sitting held on 20.2.1995. Minutes of the sittings fonn Part-II- of the 
Report. 

5. For facility of reference and convenience, the observation. and 
recommendations of the Committee have been printed in thick type in the 
body of the report and have also been reproduced in a conlOlidated form 
in Appendix II to tho Report. 

6. The Committee would like to express their thanks to the Officers of 
the Ministry of Finance (Department of Revenue) and Ministry of Surface 
Transport for the co-operation extended by them in giving infonnation to 
the Committee. 

7. The Committee place on record their appreciation of the assistance 
rendered to them in the matter by the Office of the Comptroller and 
Auditor General of India. 

NEW' DELHI; 
24 February, 1995 

, Phalguna, 1916 (Saka) 

BHAGWAN SHANKAR RAWAT. 
Chaimuln, 

Public Accounts Commiltee. 

'Not printed (one c:yCiClltyled copy laid on the Table of the HoUle and five c:opIet pIKed In 
Parliament Library). 



REPORT 

CUSTOMS RECpIPTS-LOSS OF REVENUE DUE TO 
NON-AVAILABILITY OF A PROVISION IN THE ACI' 

Introductory 
According to the procedure prescribed, the master of conveyance 

carrying imported goods into the country is required to file an import 
manifest giving details of the goods carried by the vessel aircraft etc. All 
such goods arc required to be unloaded only at approved places of 
unloading. After unloading. those goods are allowed· to be placed in the 
custody of Port Trustl1nternational Airports Authority of India (IAAI) or 
Custodian in Land Customs station etc. as the case may be before their 
clearance either for home consumption or for warehousing. The accountal 
of thc importcd goods so carried by the vesseVaircraft and its clearance is 
required to be monitored both 'by the Custodian of the goods .and the 
Customs Department through the manifest. The imported goods so placed 
in the custody and control of Port Trustl1AAI etc. cannot be removed or 
otherwise dealt with without the permission of Customs authorities. Tbe 
percentage shares of goods imported by sea/air/other customs stations aad 
placed under Custodians during 1993-94 were. 71. 25 and 4 respectively. 

I' 

2. According to Section 13 of the Customs Act. 1962. if any goods".are 
pilfered after unloading thereof and before the proper officer has made an 
order for clearance. the importers shall not be liable to pay the duty 
leviable on such goods. 

3. Under Section 116 of the Customs Act. 1962. if the quantity of the 
goods unloaded from the conveyance is short of the quantity to be 
unloaded at the destination and, the shortage is not satisfactorily accounted 
for. the person in charge of the conveyance shall be liable to a penalty not 
exceeding twice the amount of duty that would have been chargeable on 
the goods not unloaded or the deficient goods as the case may be. 

4. Thcre arc. however. no provisions in the Customs Act. 1962 for 
actioa apinst the custodians for recovery of customs duty J on goods 
pilfered .... ac in their custody. 

\ 

5. The. Port Trust which is the custodian of the goods imported by sea 
and lying uncleared. functions under the Major Port Trusts Act. 1963. The 
Committee have been informed that the Port Trust is the bailee for the 
goods taken charge of under Sections 151. 152 and 161 of the Indian 

• Contract Act. 1872 and as per regulation framed in this behalf, the, Port 
Trust is responsible only to the shipper and consignee for .. period of Sc\len 
days under the provisions of the Major Port Trusts Act. 1963. " 

lis 1284 
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6. Similarly, in terms of the provisions of International Airport Author-
ity of India (Storage and Passage of Goods) Regulation, 1993, issued in 
exercise of the powers under Section 37 of the International Airport 
Authority Act, 1971 (43 of 1971), the IAAI is required to safeguard the 
cargo. M 1* clause 8 of the said Regulation, the. Authority shall take 
such care of cargo or goods which come in its custody as a man of ordinary 
prudence would, under similar circumstances, have taken in relation to his 
own goods and in the absence of any contract to the contrary ~ the 
Authority will not be responsible for loss or destruction of cargo or goods 
if care has beeD takeo as aforesaid. 

7. Thus, the laws governing the functioning or the custodians of the 
.... ded goods are also silent about their liability to pay duty OD the 
bnported JOOds pilfered or lost while in their custody. 

8. The issue relating to loa of imported goods from the custodians had 
capaed the attentioD of Public Accounts Committee earlier also. The 
Committee had in Para 2.83 of their Second Report (1967-68-Fourth Lok 
$abba) observed as follows:-

"The Committee feel that it is a most anomalous position that the 
aoods lost after landing at a port are not liable to duty. The Customs 
Law does not privide for the recovery of duty from the Port Trusts 
from whose custody the goods are lost. The responsibility of the Port 
Trusts exteDds to that of a bailee for a period of seven days after the 
JOOds are landed at the port. As a bailee the Port Trusts were 
expected to take reasoDable care and caution over the safe custody of 
property. The Port Trust charge demurrage on the goods, delivery of 
which is not taken within seven days. The amount of demurrage 
charged WB;S Rs. 3 to Rs. 4 crores in 1964-65 and nearly Rs. 5 crores 
in 1965-66 in Bombay Port alone. In these circumstances, the 
Committee are of the view that the Port Trust cannot be completely 
absolved of the responsibility for the loss of goods held by them and it 
is reasonable that the Port Trust is held responsible at least partly for 
the loss of custom duty on packages pilfered from their (Port Trusts) 
custody. The Committee feel that this aspect needs further looking 
into especially in view of the fact that the value of missing stores has 
pc up in recent years. Moreover, when the loss of goods after 
ludina is assumed to be due to their being directed surreptitiously, 
t)e Committee think that the eDtire position needs to be reviewed. 
U ... IOIDethi.na drastk is done, the Committee are afraid imported 
JOOds dl continue to be pDfcred and surreptitiously removed and the 
public exdIequer would be put to loss." 

111214 
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9. In their action taken note dated 23.8.1968, the Ministry of 
Finance (Department of Revenue) stated:-

"The problem of pilferage of goods from the docks his beea 
engaging the attention of the Customs Department and the Port 
Trust Authorities for some time past. The Customs Study Team 
which has looked into the matter from all aspects, in their Report 
have held that-

'The public revenues should not suffer for unsatisfactory security 
arrangements in the port. We further think that agency which has 
custody of goods and which alone is responsible for their security 
should itself have a stake in the matter and not be immune from the 
consequences of a failure to ensure their safety. We, therefore, 
recommend that the Port administration should accept liability for 
payment of duty on goods landed in its custody and pilfered or lost 
therefrom.' 

10. The Committee were further informed that an Empowered Commi-
ttee set up by the Ministry of Finance to take decisions on the 
recommendations of the Customs Study Team considered the above 
mentioned points and took the following decision thereon:-

"The Transport Ministry and the Department of Revenue should in 
consultation with the Ministry of Law, examine the existing pro-
cedures with a view to rationalising the 'prescribed period' for which 
Ports should accept responsibility for custody, and also take a decision 
as to the Port's accepting liability to duty during that period. In 
respect of pilferages taking place beyond this prescribed period, the 
liability to duty cannot be put on the Port organisation and if the 
Customs feel that somebody should be liable, amendment of the 
present law making th,e importer liable, might be considere4." 

11. The Committee were also informed that the matter was subsequently 
referred to the Major Ports Commission set up by Government to look 
,into all aspects of the working of the major ports. 

Audit Paragraph 
12. This Report is based on Paragraph 2.49 of the Report of C&tAG for 

the year ended 31 March, 1992, No. 4 of 1993, Union Government 
(Revenue Receipts-Indirect Taxes) which highlights two cases alone at a 
Major Port where revenue loss of Rs. 2.78 lakhs had occurred due to 
shortage/pilferage of goods' under custody. The audit paragraph is re~ 
duced at Appendix-I. 

13. According to the information made available to the Committee, in 
the first case Ws. Nippon Enterprises, New Delhi filed' a BiU of Entry 
with the Madras Customs, on 22.11.1988, for the clearance of a coDIip-
ment of Konica Colour Films. Duty was assessed on 24.11.1988 but the 
goods were not cleared. At the request of the importer, the goods were 
examined on 25.9.1989 and a shortage of 4890 roDs of mm was found. 
Importer was granted a duty remission of RI. 1.70 laths. A Show-c&IIIC 
notice was issued to the Steamer Agent which WIS finally dropped by the 
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adjudicating authority based on the dcstuffing tally taken by independent 
surveyors and the report of the overseas Shipping Agency showing that the 
goods have landed with seal intact. The adjudicating authority also relied 
upon certain decisions of the Bombay High Court. According to the 
Ministry, as the shrotage was not due to short landing, no action was taken 
against the steamet: agents. 

14. During evidence, the Committee enquired as to why the consignment 
of "Konica colour Films" waS allowed to' remain uncleared for a period of 
ten months even after assessment of the duty. The Secretary (Revenue) 
stated that he would go into the depth of it and furnish a report to the 
Committee. In their post-evidence note, the Ministry of Finance (Depart-
ment of Revenue) stated that the goods were landed at Madras Port and 
the importer was Delhi-base~. The duty assessment was completed within 
three days of the filing of the bill of entry. However, the importer had not 
come forward to pay the duty' and clear the goods, the Ministry stated. 
Since there was no response from the importer even after adequate 
opportunities, the "Case was processed' for auction of the goods. The 
Madras Port Trust issued a notice to the importers in May, 1989, before 
putting up the goods for sale by auction. According to the Ministry, it was 
after those efforts only that the importer came forward and when a survey 
was conducted, on the importer's request, the shortage came to light .. ' 

15. The Committee pointed out that Section 48 of the Customs Act, 
1962 empowered proper authorities to dispose of the goods imported but 
not cleared by the importers within 45 days (now 30 days only w.e.f. 
23.12.1991) after unloading. In the light of the fact that the goods in the 
iDstant case were not cleared for 275 days by the importer, they asked as 
to why no action was initiated under the said provisions to dispose of the 
JOOds after the stipulated period. In their note, the Ministry of Finance 
(Department of Revenue) replied as under:-

"Action under Section 48 is generally taken in cases where bill of 
entry has not !>een filed. In cases, where a bill of entry is filed, the 
party is persuaaed-jo, clear the cargo on payment of duty. This is 
bec;,ause if the goods are sold 'in auction, in most of the cases the 
Department is not In a position to realise the full amount." 

16. The Ministry of Finance (Department. of Revenue) also informed 
the Committee that at present Madras Customs House follows the 
procedure laid down in Standing Order 25/90 for disposal of uncleared 
Cargo. A perusal of the aforesaid Standing Order, However, revealed that 
no time limit has been prescribed presently for initiating and completing 
acti?n under Section 48 of the Customs Act, 1962. 

17. Explaining the facts. relating the second case highlighted in the' audit 
Paragraph, the Ministry of Finance (Department of Revenue) in a note 
stated that Hindustan Motors Ltd., Madras filed a Bill of Entry for the 
clearance of one consignment of CKDISKD components for loader. The 
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goods were overcarried to Calcutta during May, 1980 and were sent back 
to Madras under bond by rail during September, 1980. The goods were 
received by the Customs Bond Officer and deposited in the Port Trust 
Warehouse. On a survey conducted during December, 1980 the package 
was found empty and the importer abandoned the Cargo without any claim 
against the steamer agent. In the circumstances of the case, the adjudicat-
ing officer found that the Steamer Agent was not responsible for the lou 
and hence no action was taken against the Agent. 

18. According to the Audit Paragraph, action had to be initiated against 
the steamer agent under Section 116 of the Customs Act, 1962, for the 
short landed goods and the non-realisation of duty in this case was to the 
tune of Rs. 1,07,920. On being asked why had customs not sought to 
recover duty from importer or the agent of the shipper in the instant case 
as pointed out by Audit, the Ministry of Finance (Department of Revenue) 
stated that "it appears that the theft took place when the goods where in 
the custody of Port Trust. The importer in this case is not liable to pay 
duty on pilfered goods.". 

19. The Commjttee asked whether the Customs authorities in the cases 
reported in the Audit Paragraph, inquired if the goods had illegally been 
delivered to the importer or his agent after the same were reported to have 
been lost/pilferaged. The Ministry of Finance (Department of Revenue) 
stated ina note as under:-

"There is not mechanism to exercise check on such illegal delivery of 
goods. Howevet. Port Trust files the FIR and in the event of 
recovery of the goods by Police the goods are to be restored to tbe 
custody of Port Trust. For disposing these goods through auction or 
through original importer, the port tru!!t would obtain custo .. ' 
concurrences. No such information has been filed by the Port Trust; 
it is therefore, presumed that the goods have not been recovered! 
delivered to the importer." 

20. Enquired about the investigations done actually to locate the miiaiol 
goods in the two cases highlighted in the Audit Paragraph, the Ministry of 
Finance (Department. of Revenue) in their note, inter-alia, stated:-

"Cases of pilferage are criminal offences which are investigated by 
the Police on complaints filed by the onw~r/custodian of tbe looda. 
Details on the action initiated to trace the goods and the JUilty IN 
also not readily available, since these cases pertain to 1981" and die 
Ministry of Surface Transport have reported that the recorda of the 
Port Trust have been destroyed, as is the cue with all recorda wlUda 
are more than 5 years old." 

21. Asked whether the Customs Department enquirocl1rom Insurance 
Company or anyone else having paid compensation ... Ioit pda to the 
importers in the two cases highlighted in Audit·Plu ........ MiiliItry of 
Finance in a note replied in negative. . 
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Clearance of Imported Coocis placed with custodian 

22. As per the provisions of Section 48 of the Customs Act, 1962, if the 
goods imported into India are not cleared for home consumption or 
warehoused or transhipped within 45 days (now 30 days w.e.f. 23.12.1991) 
from the date of unloading thereof, or within such period as the proper 
officer (i.e. Assistant Collector of Customs) may allow or if the title of any 
imported goods is relinquished, such goods may, after notice to the 
importer, be sold by the person having the custody thereof. . 

23. The Committee desired to know the value of goods lying with Port 
Trust/lAAIICustodian in land customs station as on 31.3.1993 uncleared 
after . the prescribed period of 45130 days and percentage of value in 
respect of which importers could not be Contacted by Customs. The 
Ministry of Finance, in response, furnished the following information:-

S.No. Customs Housel 
CoIlectonte 

Value of Goods lying with 
the custodian uncleared 
beyond the permitted period 
(As on 31.3.93) 

'Yoage of value in 
respect of which 
importen could 
not be contacted 

1. Bombay 

2. Calcutta 
3. Madras 
4. Nan Sbeva Port 
s. Coc:hiD 
6. Vakbapatnam 
7. Goa 
8. Olandiprb 

2,67,479 packages 
(over 2 months) 
1,42,623 packages 
(under 2 month) 
NA 
Rs. 4,40 crores 
S80 TEUs 
NA 
Rs. 3.87 crores 
Rs. 62.06 lakhs 
NIL 

NA 

NA 
80% 
NA 
NA 
NIL 
NIL 
NIL 

The data in respect of other formations were not furnished. 

24. When asked as to why the requisite data was not fully available, the 
Ministry in a subsequent note stated that the above data was almost 
complete except in respect of value of goods lying with the custodians 
uncleared. E;xplaining the reasons 'for the same, the Ministry in their post-
evidence note stated:-

"Since the only way value could be quantified is through the Bill of 
Entry filed or value obtained from sale bids, there are difficulties 
in quantifying values where there are no Bill of Entry or sale bids. 
Therefore where importers choose to clear the goods value thereof 
is not readily available till such time these are taken up for auction 
(~ben the process of fixing reserve price etc. starts)." 

25. En-luired whether any system existed in the Board to collect the 
requisite data in this regard periodica1lf _ to assess the fate of the landed 
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goods placed under custody of Port TrustlIAAI, the Minilary of FiDance 
stated in a note as foUows: 

"The Department gets regular, periodical reports from the Ministry 
of Surface Transport furnishing details of cargo lyiaJ undearecl at 
the major ports. The pendency position is closely monitored in 
consultation with the Custom Houses necessary follow-up action is 
taken for expeditions disposal of goods. 

As regards the Air-Cargo, though there are no such regular 
reports, the Department has taken up the m8ter of dilpOMl of 
unclaimed/uncleared cargo at air cargo complexea." 

Loss of Imported aoodI .... cutod, 
26. The Committee enquired about the status of the imported Joods Ioat 

while under the custody of Port TrustlIAAI etc. and the action taken in 
such cases. The Ministry of Finance (Department of Revenue) in a note 
stated that if ca~go which is mainifested and banded over to the custody of 
Port TrustllAAI was pilfered and removed unautborizcdly, the act of IUch 
removal would amount to smuggling and action to seize and confiscate the 
cargo was initiated by Customs through its preventive winS. They a1Io 
stated that the Port TrustllAAI also lodSes FIR in respect of the pilfered 
cargo and tbe action to recover the goods was launched by the Police. 
They added tbat in respect of each consignment landed in sound condition 
and not made available for delivery to the u.tporter, the Port Trust wu 
required to lodge a complaint irrespective of Whetber the importer made • 
complaint or not wbicb was in fact, required for closing the manifest. 

27. The Public Accounts Committee in Para 2.84 of the Second Report 
(4th Lok Sabha) had recommended as foUows:-

"The Committee are sorry to note tbat the authorities do DOt 
posses a complete record of loods lost and their value. There is DO 
system of keeping such a record and for tbat purpoIC die fiaurea 
supplied by the police authorities alone can be relied upoa. Tbe 
Committee feel that a proper account of aooda rec:ched IDd lola 
during and after the seven days period should be maiD~ by 
the Port Trusts and also by Customs authorities." 

28. In their relevant Action Taken Note, the Ministry of Fbtaace Ud 
stated that the "recommendations of the Public ACCOUIIti Coauaittee 
contained in Para 2.84 of their report has been noted for C:OlDpIianc:e IIICI 
suitable instruction to the Customs Houses have isluecl~· 



8 
'- -

29. At the instance of the Committee. the Ministry of Ftnan~'~­
ment·of Revenue) furnished the foUowing details of the'vlil~,of JOOds lost 
on which Custom Duty was not levied or not realised dUe' to - short 
Ianding:-

.. ", 
Sl.No. Custom HoUHI 

Collec:tonte 

Value of loodl lost (R •. in laklll) 

1990-91 1991·92' , --.l992~93 

1. 

2. 
3. 
4. 
5. 
6. 
7. 
8. 

Bombay 

Calcutta 
Madril 
Nava Sheva 
Coc:hin 
Vilakhapatnam 
Goa 
a.andiprh 

46 
(1990) 

2 
NA 

13 

127 
(1991) 

15 
NA 

54 

". . ..... 
. .., 

(1992) 
28 

NA 

111 

Data was not furnished to the Committee in respect of other Customs 
form'ations. 

30. Drawing attention to their earlier recommendation referred to 
above. the Committee enquired the reasons for non-availability of com-
plete records in certain Custom Houses on this score. The Ministry of 
Finance (Department of Revenue) in a note furnished after evidence stated 
that information in respect of value of goods was lacking. According to the 
Ministry, since the only way value that could be obtained was through the 
Bills of Entry filed or value obtained from sale bids. there were difficulties 
in quantifying values, or even duty amounts, where there were no Bills ,of 
Entry or sale bids or the goods had been pilfered. 

31. In reply to a question whether the Central Board of Excise and 
Customs tried to assess the extent of loss of duty on goods lost from the 
custody of Port Trusts etc., the Ministry of Finance (Deptt. of Revenue) 
further stated:-

"In respect of pilfered goods. while the number of cases and rough 
estimations of values could be attempted to be maintained, it is 
very difficult to ascertain the exact duty amounts involved in the 
absence of the goods and details thereon." 

32. The Committee desired to know the value of imported goods lost 
due to theft at all-India level white in the custody of Port TrustlIAAI 
during the preceding five years. The information made available to them 
revealed the following:-

Value of cargo involved in theft (Rs. in lakhs) 

Year Pon Trust IAAI 
1989-90 57.88 NA 
1990-91 57.67 0.81 
1991·92 122.75 0.89 
1992-93 lS.35 21.01 
ltt3-M 18.40 16.07 
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33. The information furnished to the Committee also revealed that the 
requisite data was not fully available in respect of several port trusts 
including Bombay, Cochin, Tuticorin etc. Similarly, the data was not at all 
available in respect of IAAI Delhi and Bombay cargo terminal and not 
fully available in respe~t of Calcutta and Madras. 

34. The Committee further enquired about the quantum of custom duty 
refunded or remitted to the various importers in the cases of missing goods 
while under the custody of the Port Trust! Airport Authorities in each of 
the years during the preceding five years separately for each Port Trust! 
Airport Authority. The Ministry of Finance (Deptt. of Revenue) in their 
note furnished after evidence stated that the Collectorates of Delhi .... 
Calcutta, Sahar and Bombay Port had reported that no separate records 
were maintained regarding duty remitted/refunded due to pilferage. 
Twelve Collect orates namely Meerut, Jaipur, Trichi Gundu, Bombay 
(preventive), Chandigarh, Visakhapatnam, Pune, Goa, Ahmedabad (pre-
ventive), Hyderabad and Coimbatore had reported that no cases of 
pilferage had been reported in their juridication. Only Madras Customs 
House reported details of remissionslrefunds of duty granted by them 
during the years 1990-91 to 1992-93. No information was furnished in 
respect of other CollectoratesiCustoms Houses. 

Action Taken on goods lost under custody 
35. The Committee wanted to know the number of cases of pilferage! 

theft of goods from custody of Port TrustlIAAI which had been detected 
and reported to police authorities and the outcome of prosecution 
launched against guilty in such cases in the last five years. However, the 
requisite information as provided by IAAI only has been made available to 
the Committee. A perusal of this information revetded that 549 cases of 
pilferage were detected and reported during the years 1989-90 to 1993-94 
excluding the number of cases relating to Bombay Cargo terminal for 
which the requisite information is stated to have been not available. Of the 
549 cases, 467 were reported from Delhi only; out of which 247 cases were 
reported in 1993-94. FIRs were stated to have been lodged in all these 
cases except in one case where the case was handed over to Customs 
(Calcutta Airport). However, details of prosecution launched by the police 
were stated to have been not readily available. 

36. As regards Port Trust, the details of the number of cases of 
pilferage/theft was not made available to the Committee; only the value of 
goods pilfered waS furnished. 

37. Asked whether Customs authorities were informed of the theft, 
IAAI stated that .they did it whenever FIR was lodged. With regard to 
Port Trust, the Ministry stated :-

"In consonance with the instructions of the PAC, all major ports 
have been instructed to intimate the Customs authorities of any 
theft of cargo if and when it occurs." 
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Disposal of &GOds Dot cleared within the prescribed period 
38. The Committee enquired about the procedure adopted for disposal 

of imported goods lying with the custodians beyond the permitted period 
of 30 days prescribed under Section 48 of the Customs Act, 1962. The 
Ministry of Finance in a note stated that the prohibited goods declared as 
sensitive like consumer goods which were prone to theft, motor vehicles 
etc. were confiscated by the Department and sold to Defence Canteen 
Stores, Consumer Cooperatives Federations etc. Other goods were sold 
through auction where the customs collected its revenue and the custodian, 
his charges. 

39. As regards the amounts realised by Public auction vis-a-vis their 
reserve price of unclaimed goods during the last two years at various ports, 
the Ministry of Finance (Department of Revenue) stated in a note as 
fonows: 

Collectorates 

Bombay 
Madaras SEA 

Visakhapatnam 
Ahmedabad 
(Prev.) 

AIR 

Delhi ICD 

Calcutta 
Chandigarh 

CFS 
AIR 

Reserve Price 

1991-92 1992-93 

1 1 
151.47 97.43 

Not available 
3.85 Nil 
1.20 25.23 

20.42 Nil 
3.49 3.65 

N.A. N.A. 
N.A. N.A. 

Nil 1.38 

(Rs. in lakhs) 

Sale Price 

1991-92 1992-93 

1161.09 1694.36 
120.40 77.40 
135.20 53.85 

2.61 Nil 
1.28 18.85 

17.02 Nil 
4.11 6.12 

139.02 147.10 
104.00 36.13 

Nil 1.33 

Nine Collectorates [Hyderabad, Meerut, Trichy, Jaipur, Guntur, 
Bombay (Prev.), Coimbatore, Pune and Goa] have reported Nil 
information. 
The Ministry did not furnish information in respect of other 
Customs HouselCollectorates. 

40. In reply to a question of the Committee, the Ministry of Finance 
(Department of Revenue) in a note furnished after evidence stated that 
Electronic Data Ingterchange in Customs Operation was being contem-
plated which would establish a computer link between the custodians of 
cargo and the customs. According to the Ministry, when such a line is 
established, it would be possible to monitor the goods which were not· 
cleared within .the specified time. 
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System of customs surveillance 
41. The Committee desired to know the system of surveillance prevalent 

in the Customs department to prevent unauthorised removal of landed 
goods from the custody of Port TrustllAAI authorities and the number of 
such cases detected by the Customs department during last five years. In 
reply, the Ministry of Finance (Department of Revenue) in a note stated 
as follows: 

"The Custom Houses engage in a general, intelligence-based 
surveillance through their Preventive Departments to check 
smuggling of goods. 

Number of case of unauthorised removal of goods detected by the 
Customs Department is as follows:-

Custom House 1989-90 1990-91 1991-92 1992-93 1993-94 

Bombay Nil Nil Nil 1 Nil 
Sahar Nil Nil Nil 1 
Calcutta 1 Nil 2 1 
Kandla 1 Nil 2 2 
Bombay (Prev) Nil Nil Nil 1 Nil 
Trichy Nil Nil 2 5 7 

Total 1 1 4 11 9 

In such cases, generally goods are seized and adjudication proceed-
ings for confiscation of the goods and imposition of fines/penalties 
on the persons involved are initiated under the Customs Act. 
Initiation of action against the persons under other laws is made by 
the custodians." 

System of Co-ordination between the Customs and the Custodian 
42. When asked about the system of co-ordination between the customs 

authorities and Port TrustllAAI authorities with regard to proper aeeoun-
tal of imported goods kept under custody and their eventual disposal, the 
Ministry of Finance in a note stated as under: 

"The import Department of Custom House keeps a watch on those 
goods which are not clearedIBill of Entry filed within a reasonable 
time. It issues notices to the importers mentioned in the manifests 
and if they do not respond, then a list of such goods is prepared 
and sent to the Asstt. Collector (Docks). Confiscation proceedings 
are initiated in respect of sensitive goods (consumer goods, goods 
prone to pilferage etc.) and the Custodian is contacted for disposal 
of non-sensitive goods that lie uncleared/unclaimed. 
The manifest clearance Department of the Custom House also 
compiles what is known as ship's file for arrival and departure of 
each ship/aircraft separately. The compilation and scrutiny of the 
said file alongwith the relevant documents pertaining thereto is 
done to close the file. An Import General Manifest (IGM) is 
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closed only when all the cargo imported thereunder has been 
cleared or otherwise accounted for. The information thus avail-
able in the said fill: pr6vides the necessary data for taking up 
those cases in which goods have been duly landed but remain 
unclaimed/uncleared. The Custom Houses keep regular contacts 
with the Custodians for expeditious disposal of such cargo." 

Action Taken on PAC recommendation 
43. The Committee desired to know the concrete action taken by the 

Government on the recQmmendation of PAC made in their Second 
Report (Fourth Lok Sabha) referred to earlier wherein they had 
emphasised the need for making the custodian responsible for the loss 
of imported goods while in their custody. The representative of the 
Department of Revenue stated in evidence:-

"I notice that in 1966-67,' this Hon'ble Committee had taken up 
this issue where it mentioned that the impact of the Customs 
Act which had come into force in 1963 was being examined by 
a High Powered Committee which was called the Customs 
Study Team under the then Member of Parliament Pandit D.N. 
Tiwari and there was a directive from the Committee to convey 
to them the findings of the Tiwari Committee. 

Now, the Tiwari Committee, in due course, on this issue 
about duty to be charged on pilferage i.e. the goods pilfered 
from the Custodian said that duty should be recovered from 
the Custodian. That was their recommendation. Now, their 
findings . were of a recommendatory nature only. The finding 
was sent to an Empowered Committee in the Department of 
Revenue who came to two findings; one is about the period 
during which the Custodian is said to be responsible for the 
goods. The period in each port differs, like in Madras it is 30 
days, etc. So, they said the period should be rationalised; on 
the question of collecting duty from the custodian, it should be 
examined, they further said. About the second point the Empo-
wered Committee said that even beyond this period for which 
the port say that they are not responsible, we should examine 
as to who is to pay and if necessary we may think of collecting 
it from the Importer. With these findings we had sent it to tbe" 
Ministry of Shipping and Transport as it was known then. 

They conveyed that a Commission on Major Ports has been estab-
lished and they will be looking into this matter. 1 have gone through 
the findings of the Commission on major ports and on the first point 
about rationalisation of the days for which the Custodian would be 
responsible, they have made a pronouncement that it will be uniformly 
seven days at all ports. On the second point, about collection of duty 



13 

during these seven days nothing has been said. But the Commission on 
major ports has gone on to stress the fact that security should be improve4 
at the ports. 

Following this, two draft audit paras on ports were taken up in 1990 and 
1992. The Hon'ble Committee had very pertinently pointed out that we 
have a provision under which if a steamer agent brings goods then he is 
supposed to pay the duty on the goods found less than the manifested 
quantity, recover the duty as a form of penalty in the presumption that 
these goods have come into consumption in India. The principle is that if 
anything comes into consumption in India, the duty due to the Govern-
ment must be paid. So, here also it said that in any case where the goods 
are pilfered, it is presumed to have come into consumption and somebody 
should be responsible for duty." 

44. Elaborating on the precise action taken by the Government on this 
subject subsequent to the presentation of the Action Taken Report of the 
Public Accounts Committee in March. 1968 (36th Report-Fourth 
10k Sabha), the Ministry of Finance (Department of Revenue) in a note 
stated as follows:-

"The Ministry of Surface Transport has stated ,that the recommen-
dation of the Major Ports Commissioh relates to the period during 
which the port is responsible for loss. deterioration etc. as a bailee 
under the provisions of the Indian Contract Act 1892. At the 
recommendation of the said Commission, the said period has been 
uniformly fixed by all the major ports in their Regulations as 7 
days. 

Regarding action taken by the Ministry of Finance it has not 
been found possible to provide the details. as the original files 
relating to the earlier recommendation of the PAC are not readily 
traceable, due to passage of much time since 1967-68. Broadly, the 
matter was considered by the Customs Study Team and the 
Empowered Committee and their Recommendation was forwarded 
to the Ministry of Shipping for further action, since it is on them a 
new responsibility was proposed to be imposed. That Ministry has 
indicated that the issues were referred to the Major Ports Commis-
sion, who recommended uniformity in the period for which the 
ports should undertake responsibility for the loss etc. of goods 
which was implemented. It 

45. Expressing the views of the Ministry of Finance on the question of 
amendment of law holding the custodians responsible for the loss of duty 
'on goods lost from their custody, the Secretary (Deptt. of Revenue) stated 
in evidence:-

...... Compared to the total volume of imports which is running into 
thousands of crores, the pilferage loss is negligible .... there hu been 
a general preference hot to have this amendment but I do ape 
whatever the loss even of one rupee is a loss and if it is 
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possible for us to protect it, we should protect it. Therefore, as far 
as amendment is concerned, we have no objection in carrying it 
out. " 

46. However, the Secretary, Ministry of Surface Transport maintained 
during evidence:-

"This kind of a draconian measure requires to be fully examined." 

47. Explaining the position furtlier, the Ministry of Finance (Department 
of Revenue) in their post evidence note stated as under:-

"The major share of imported goods land up in the custody of Port 
Trust and though the' Ministry of Finance agrees in principle with 
the suggestion to amend the law in this respect, the Ministry of 
Surface Transport had expressed certain reservations stating that it 
would not be proper to make them liable for import duties since 
they are neither the importer nor the consignee. However, the 
matter has been discussed between the two Ministries and it has 
been decided to make further moves in this direction. The 
International Airports Authority of India is also not in favour of 
the said proposal and the matter is being taken up with the 
Ministry of Civil Aviation as well as with other Ministries under 
whom some other custodians like the Central Warehousing Corpo-
ration etc. fall." . 

48. The imported goods after unloading are allowed to be placed in the 
custody of Port TrustlInternational Airport Authority or the Custodian in 
Land Customs Station, as the case may be, before their clearance either for 
home consumption or for warehousin&. The accountal of such goods and 
their clearance is required to be monitored both by the custodian of the 
goods and the Customs Department. Section 13 of the Customs Act, 1961 
provides that if any goods are pilfered after unloadiD& thereof and before 
the proper omcer has made an order for clearance, the importers shall not 
be Hable to pay the duty leviable on sucb pods. Under Section 116 of the 
Customs Act, 1961, if the quantity of the pods UDIoaded from the 
conveyance is short of the quantity to be anloaded at the destination and the 
shortages not satisfactorily accounted for, the penon incharJe of the 
conveyance shall be liable to a penalty not aceedlq twice the amount of 
duty that would have been cbarJeable on the goods not unloaded or the 
deftcient goods, as the case may be. There are, however, no provisions in 
the Customs Act, 1961 for action ....... t the custodians for recovery of 
Customs duty on goods pUfered whOe in their custody. SlmDarly, the .,Laws 
governing the functioning of custodians of the landed pods are also aUeat 
about their liablllty on the imported goods pUfered or IoIt whOe in their 
custody. 

49. The issue reiatlng to loss of imported goods from the custodians bad 
engaged attention of the PubUc Accounts Committee ark eIIo. TIle 
Committee had as far back as in 1967 pointed out in Pan 1.13 of their 
Second Report (Fourth Lok Sabha) that it was mOlt aoomalous poIitioD 
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that the goods lost after having landed at a Port are not leviable to duty. 
Expressing their concern over the rise in the value of missing stores, the 
Committee had recommended that the Port Trust be held responsible atleast 
partly for the loss of customs duty on packages pilfered from their custody. 
The Conimittee were then informed in the Action Taken Note that the 
matter had been examined Initially by a Customs Study Team, subse-
quently, by an Empowered Committee and later referred to the Major Ports 
Commission. The Committee deeply regret to note that even after the lapse 
of more than 27 years since the recommendation was originally made by 
them, no concrete action has been taken so far to plug the legal loopholes. 
Consequently, as the Audit Paragraph had the Committee's examination 
revealed, the imported goods continued to be pilfered and removed, 
surreptitiously from the custodians at the cost of the public exchequer. 

SO. The Audit Paragraph highlighted two cases at one Major Port alone 
where revenue loss of Rs. 2.78 lakhs had occured due to remission of duty 
on goods pilfered while in the custody of a Major Port Trust. In the first 
case, a rlrm in Delhi fded a Bill of Entry with the Madras Customs House 
on 22.11.1988, for the clearance of a consignment o(tolour films. Duty was 
assessed on 24.11.1988 but the goods were not cleared. At the request of the 
importer, the goods were examined on 25.9.1989 and a shortage of 4,890 
rolls of film was found. EventuUy, the importer was granted a duty 
remissiop of Rs. 1.70 lakhs. Similarly, in the other case, an importer flied a 
Bill of Entry with the Madras Customs House for the clearance of a 
consignment of components for loader. The goods were over carried to 
Calcutta and were sent back to Madras under bond by rall and deposited in 
the Port Trust Warehouse. On a survey conducted during December, 1980, 
the package was found empty· and the importer abandoned the cargo. The 
Committee have been informed that cases of pilferage are criminal offences 
which are investigated by Police on complalnt fded by the Owner/Custodian 
of the goods. Howewer, the Ministry of Finance were unable to apprise the 
Committee of the exact fate of these two speclfic cases as the relevant 
records were reportedly not available now. The Committee's examination of 
thls subject has, nevertheless, revealed certain shortcominp related to the 
storage and disposal of imported goods placed with the custodians which are 
dlscussed In the succ:eedlng paragraphs. 

51. Section 48 of the Customs Act, 1962 provides for the disposal of goods 
Imported but not cleared within 45 days (now 30 day w.e.f. 13.12.1991) 
from the date of unloading thereof or such period as the proper oftker may 
allow. The Committee are surprised to note that in the first case reported in 
the Audit parauaph the loods imported were not cleared by 
the importer for as many as 275 days. The Departmem also took DO 

concrete action to dispose them of. What has further surprised the 
Committee Is that no consolldate data was avallable with the Customs 
Department about the exact quantity/value of pods pending dlspoal 
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beyond the prescribed period. When asked by the Committee to fumIIh the 
data In respect of value of loods lylDi with the custodlaDi uncleared beyoad 
the permitted period, as on 31.3.1993, the MIDistry of FInance wen able to 
furnish Information In respect of a few Custom HouseslCoUecloratei oaly 
wbleh itself was Incomplete in certain cases. The available data furnlsbed by 
the MInistry indicated that while certain Custom Houses had ftpres of the 
value of the goods lying uncleared, certain others could make avulable only 
the quantity of the goods. The Ministry were una~le to offer any convlnclq 
explanation for the non-avaUablDty 'of the requisite data uniformly in-aU 
CUstom HouseslCollectorates. The Ministry also could not Indicate the· 
exleDt to which the Importers could be contacted in respect of the pods 
IyIaa uncleared with the custodians beyond the permitted period .. on 
31.3.1993. The available data, however, indicated that sizeable quantity of 
IJOOds were lying with the custodians uncleared beyond the prescribed 
period. While the Ministry maintained that the Department lot periodical 
Reports from the Ministry of Surface Transport furnlshinl details of C81'1O 
Iylq uncleared at the Major Ports, they admitted that no such replar 
reports were obtained in respect of disposal of unclaJmedlund~red CIII'Io 
at air cargo complexes. From these facts, the Committee can only conclude 
that the procedure laid down In Section 48 of the Customs Act, 1961 for 
disposal of Imported goods kept with the custodians Is not beinl scrupul-
ously followed by the Department nor are the Ministry aware of the precise 
extent of goods lying with the custodian uncleared as on a particular date. 
The Committee are concerned over this unsatisfactory state of affairs. Since 
absence of proper monltorinl of the fate of landed loods deposited with the 
custodians is likely to lend scope for pUferale and other malpractices, the 
Committee desire that the Central Board of Excbe and Customs should look 
Into the matter and take appropriate steps to ensure that the procedan 
prescribed in the Law for disposal of such IJOOds Is complied with In IeUIi' 
and spirit by all concerned. The Committee would also Uke to be apprlMd 
JJf the total quantity/value of Imported .aoods Iyinl with the custodlanl 
undeared beyond the permitted . period al on 31.3.1994. 

51. As reprds disposal of undeandlundalmed loods, the Committee 
have been Informed that prohibited consumer loods an connscated by the 
Customs Department and are sold to Defence canteeDl, Itorel, cODIumer c0-
operative federations, etc. Otber loods are sold throqb auction wbere 
customs coUected their revenue and the custodian, his cb....... The 
Committee trust that whUe effectinl proper monltorinl of Imported IGOds 
lyIDl uncleared wltb tbe custodians, tbe authorities concerned should abo 
enlure that etTorts are made to reaUse the lqltlmate revenues of Govern-
ment trom the lood5 on their disposal as per the procedures prescribed. 

53. In paralrapb 1.4 of their Second Report (Fourth Lok Sahba), the 
Committee had pointed out that the authorities did not poueII COID,lete 
record of Imported IGOds lost from the custody of Port TraIt. Dv bad 
recolDJlleDded that • proper account of pods nc:eJYId ........ IIloaId be 
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maintained both by the POrt Trust and also by the Customs~litt.orlties. The 
Action Taken note rurDlibed to the Committee in response thereof had 
indicated that the recommendation - had been noted for· compliance and 
suitable instructions had been issued. The information furnished by the 
Ministry or Finance to the Committee in this regard in the course of 
examination of the instant Audit paragraph, however, revealed that 
adequate data on the value of ~argo involved was not available at several 
Custom HouseslPort Trusts/Air Cargo Stations. The Ministry of Finance 
were also not able to furnish the total amount of customs duty remitted! 
refunded due to pilferage since no separate records were stated to have 
been maintained of such figures in certain .Collectorates/Customs Houses. 
Evidently, there had been no perceptible Improvement in the system of 
maintaining records regarding loss of good~, value of duty foregone etc. 
from the position observed by the Committee in the sixties. While 
expressing their unhappiness over the inadequate implementation of their 
accepted recommendation, the Committee desire that the Ministry of 
Finance as well as other concerned authorities should ensure that the system 
of records with regard to goods lost while in custody be streamlined. The 
Committee would like to be informed of the precise action. taken in the 
matter. 

54. The Committee's attention has particularly been drawn to the 
increase in the number of cases of pilferages reported from the International 
Airport Authorities of India warehouse, Delhi wherefrom as many as 247 
cases of thefts were reported in 1993·94. The Committee desire that tlw-
authorities concerned should look into the circumstances leading to occurr· 
ence of pilferages at such a large scale in this case. The Ministry of Finance 
should also impress upon all the custodians to take adequate measures for 
improving the security to the goods warehoused with, them. 

55. The Committee also feel that the Customs authorities should take all 
possible steps to make customs surveillance more effective in curbing 
pilferageslunauthorised removal of goods from the custodians which tan· 
tamount to smuggling. There is also a need for a more effective co-
ordination between the Customs Department and the custodians in the 
matter. 

56. From the facts stated in the above paragraphs II II endent that the 
system of storage and disposal of imported goods placed ..... the custodians 
and their monitoring leaves a lot to be desired. Durl... evidence, the 
representative of the Central Board of Excise & Customs informed the 
Committee that the Major Ports Commission to which the recommendation 
of the Public Accounts Committee made' in their Second Report (Fourth Lok 
Sabha) was referred to, had not made any specific suggestion regarding' 
amendment of Law to provide for making the custodian or others liable for 

r ..the loss of imported goods from their custody. The Secretary, Ministry of 
Finance (Deptt. of Revenue) in bis deposition before the Committee 
maintained that the ultimate ... ." .. ty that may have to be recovered in 
the type of circumstances ............. would be ~ililibHy small when 
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compared to the total volume of Imports. He, bowever; stated that the 
Ministry oC Finance had no objection in efl'ectin& the amendment makin& 
the custodians liable Cor the losses. Later, the Ministry of Finance have 
informed the Committee that wblle they were qreeable In principle for the 
amendment,the Ministry oC Surface Transport, International Airport 
Authorities of India etc:. had some reservatioDS and that the matter was 
beiDa further discussed with all the administrative Ministries concerned. 
The Committee desire that the exercise be expeditiously completed and 
concrete action taken to make suitable amendments in the Customs Act, 
1962 mak~g the custodians Dable for the loss of goods kept with their 
custody with a view to checldn& unauthorised removal of such pods and Its 
adverse Impact ou the economy and the exchequer. The Committee would 
also Uke to be informed of the steps taken to streamUne the accountin& and 
monitorina of such Imported pods both by the Customs Department as weD 
as the custodians. 

NEW DELHI; 
24 February, 1995 

5 Phalguna, 1916 (Saka) 

BHAGWAN SHANKAR RAWAT, 
Chairman, 

Public Accounts Committee. 



APPENDIX I 
(Vide Para 12) 

Audit Paragraph 2.49 0/ the Report 0/ the CclAG o/India lor the year 
ended 31 March, 1992, No. 4 0/ 1993, Union Government (Reven~ 
Receipts-Indirect Taxes) relating·to Loss 0/ revenue due to non availability 

0/ a provision in the Act 

Under Section 13 of the Customs Act, 1~2, if any goods are pilfered 
after unloading thereof and before the proper officer has made an order 
for clearance, the importers shall not be liable to pay the duty leviable on 
such goods. In terms of Section 48 of the Act, if any goods are not cleared 
within 45 days from the date of unloading thereof at the f.."Ustoms station, 
such goods may, after notice to the importer and with the permission of 
the proper officer, be sold by the person having the custody thereof. As 
per section 116 of the Act, if the quantity of the goods unloaded from the 
conveyance is short of the quantity to be unloaded at the destination and 
the shortage is not satisfactorily accounted for, the person in charge of the 
conveyance shall be liable to a penalty not exceeding twice the amount of 
duty that would have been chargeable on the goods not unloaded or the 
deficient goods as the case may be. In respect of the goods imported by 
sea any lying uncleared the Port Trust have been appointed as the 
custodian. 

(i) In respect of a consignment of "Konica Colour Films", imported 
(November 1988) through a major sea port, a biII of entry for customs 
clearance of the goods was presented on 22 November 1988 and duty 
assessed on 24 November 1988. But the goods were not cleared till 
September 1989. At the request of the importer, customs examination of 
the goods was done on 25 September 1989 and a shortage of 4,890 rolls of 
films was found. A duty remission of Rs. 1.70 lakhs was, therefore. 
allowed under section 13 of the Customs Act, 1962. 

When audit asked (May 1990) the Customs House to explore the 
possibility of realising the revenue remitted. the Customs House replied 
(January 199~ and January 1992) that for the action initiated by the 
department (August 1990) against the steamer agent under section 116 of 
the Act for shortages, it was held by the adjudicating authority that the 
shortages were on account of pilferage at the Port Trust and not because 
of short leanding. The department further stated that there is no provision 

" in the Customs Act, 1962, to take action against the custodian of the goods 
for negligence resulting in the pilferage of the item in their custody. Thus. 
the Customs House contended that the grant of remission was in order and 
there was no loss of revenue. 

19 
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Another consignment of CKDISKD components imported by a private 
importer through a major sea port (May 1980) was over carried to another 
sea port and brought back in bond. by rail. by the agent of vessel 
concerned. after proper .check by customs authorities in September 1980. 
The importer had filed a ~ of entry with end use certificate for clearance 
of goo!is in December 1980: But during the survey the goods were found 
emptied from the containers. The consignment was. therefore. abandoned 
(December 1980). The end use bond was also cancelled (November 1985). 

It was pointed out (February 1987) in audit that action had to be 
initiated against the steamer agent under section 116 of the Customs Act. 
1962. for the short landed goods. The non realisation of duty in this case 
was to the. tunc of Rs. 1,07,920. 

The department injtially agreed with audit (February 1990), but while 
replying to the statenknt of facts, issued in July 1990. stated that the loss 
of the goods in questi~n was d~ to the pilferage attracting Section 13 of 
the Customs Act. 1962, henee "·no action was taken against th~_ steamer 
agents. It was also stated that no provision existed in the Customs Act, to 
take any action against the custodian for pilferage. The fact, however, 
remains that there is a revenue loss to the tunc of Rs. 2.78 iakhs in both 
the cases for the following reasons:-

(i) Before allowing the remission in the first case, the Customs 
House did not insist on the importer to obtain and produce a 
tertificate from the Port Trust that the goods were landed in 
good condition. 

(ii) The goods 'in the first case were lying in the Port Trust uncleared 
for more than 275 days. but no action was takcn by the custodian 
after the expiry of 45 days to dispose of the goods as required in 
Section 48 of the Customs act, 1962. 

(iii) While there is a provision in the Customs act. 1962, under 
Section 116. to recover the loss of revenue from the steamer 
agent in" respect of the short landed goods, there is no such 
provision in the act to recover the loss for shortages occurred 
under the custody of the P-ort Trust. 

(iv) Under Section 43 of the Major Port Trust Act, 1963. when the 
Port Trust issues a receipt under Section 42 of the Act to the 
shipper for the goods landed then the Port Trust is responsible as 
a bailee under Section 151. 152 and 161 of the Indian Contract 
Act. 1872. to the shipper and consignee only (importer). But the 
act is silent about liability of the Port Trust to pay duty on the 
pilfered goods. 
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Thus due to lack of a provision in the Customs Act, 1962, authorising 
action to be taken against tbe custodian for the sbortage/pilferage of goods 
occurred under tbeir custody, there accrued a revenue lOll of RI. 2.78 
lakbs. Also, there was a delay of three months in conducting the survey in 
the second case by the clearinw'steamer agents and customs. 

Ministry of Finance Stated (January 1993) that remission of duty was 
allowed in bottb tbe aforesaid cases under Section 13 of the Customs act, 
1962. The Ministry added that no action under Section 116 of the act could 
be taken against steamer agents as three was no short landing. 

The fact remains that the pilferage of 100ds bad taken place while the 
100ds were in the custody of the custodian, i.e. the Port Trust, which is 
responsible as a bailee to the shipper and conaignee under the aforesaid 
provisions of the Contract Act, 1872. However, there is no provision or 
liability either in the Customs Act, 1962, or in Major Port Trust Act, 1963, 
making the custodian responsiblelliable for duty on such loads that had 
been landed but subsequently missing from their custody. 
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(Deptt. of 
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'c 

ConclusionlRecommendation 

4 • 

The imported goods after unloading are allowed 
to be placed in the custody of Port Trust! 
International Airport Authority or the 
Custodian in Land Custom Station, as the case 
may be, before their clearance either for home 
consumption or for warehousing. The accountal 
of such goods and their clearance is required to 
be monitored both by the custodian of the 
goods and the Customs Oepartment. Section 13 
of the Customs Act, 1962 provides that if any 
goods are pilfered after unloading thereof and 
before the proper officer has made an order for 
clearance, the importers shall not be liable to 
pay the duty leviable on such goods. Under 
Section 116 of the Customs Act, 1962, if the 
quantity of the goods unloaded from the 
conveyance is short of the quantity to be 
unloaded at the destination and the shortages 
not satisfactorily accounted for, the person 
incharge of the conveyance shall be liable to a 
penalty not exceeding twice the amount of duty 
that would have been chargeable on the goods 
not unloaded or the deficinet goods, as the case 
may be. There are, however. no provisions in 
the Customs Act, 1962 for action agai!lst the 
custodians for recovery of customs duty on 
goods pilfered while in their custody. Similarly. 
the Laws governing the functioning of 
custodians of the landed goods are also silent 
about their liablity on the imported goods-
pilfered or lost while in their custody. 
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The issue relating to loss of imported JOOda 
from the custodians had engaged atteRtm of 
the Public Accounts Committee earlier also. 
The Committee had as far back as in 1967 
pointed out in Para 2.83 of their Second Report 
(Fourth Lok Sabha) that it was a most 
anomalous position that the goods lost after 
having landed at a Port are not leviable to duty. 
Expressing their; concern over the rise in the 
value of missing stores, the Committee had 
recommended that the Port Trust be held 
responsible atleast partly for the loss of 
Customs duty on packages pilfered from their 
custody. The Committee were than informed in 
the Action Taken Note that the matter had 
been examined initially by a Customs Study 
Team, subsequently, by an- Empowered 
Committee and later referred to the Major 
Ports Commission. The Committee deeply 
regret to note that even after the lapse of more 
than 27 years since the recommendation was 
originally made by them. no concrete action has 
been taken so far to plug the legal loopholes. 
Consequently. as the Audit Paragraph and the 
Committee's examination revealed, the 
imported goods continued to be pilfered and 
removed surreptitiously from the custodians at 
the cost of the public exchequer. 

The Audit Paragraph highlighted two cases at 
one Major Port alone where revenue lou of 
Rs. 2.78 lakhs had occurred due to remission of 
duty on goods pilfered while in the custody of a 
Major Port Trust. In the first case, a firm in 
Delhi filed a Bill of Entry with the Midr. 
Customs House on 22.11.1988, for the clearance 
of consignment of cOlour films. Duty was 
assessed on ·24.11.1988 but the goods were not 
cleared. At the request of the importer. the 
goods were examined on 25.9.1989 and a 
shortage of 4,890 rolls of film was found. 
Eventually. the importer was granted a duty 
remission of Rs. 1. 70 lakhs. Similarly in the 
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other case, an importer filed a Bill of Entry 
with the Madras Custom House for the 
Clearance of a consignment of components for 
loader. The goods were over carried to Calcutta 
and we1!e sent back to Madras under bond by 
rail and deposited in the Port Trust Warehouse. 
On a survey conducted during December; 1980, 
the package was found empty and the importer 
abandoned the cargo. The Committee have 
been informed that cases of pilferage arc 
criminal offences which are inv.c:stigated by 
Police on complaint filcd by the owner/ 
Custodian of the goods. However, the Ministry 
of Fiance were unable to apprise the Committee 
of the exact fate of these two specific cases as 
the relevant record were reportedly not 
available now. The Committee's examination of 
this subject has, nevertheless. revealed certain 
shortcoming related to the storage and disposal 
of imported goods placed with the custodians 
which are discussed in the succeeding ... 
paragraphs. 

Section 48 of the Customs Act. 1962 provides 
for the disposal of goods imported but not 
cleared within 45 days (now 30 day w.e.f. 
23.12.1991) from the date of unloading thereof. 
or such period as the proper officer may allow. 
The Committee are surprised to note that in the 
first case reported in the Audit paragraph the 
goods imported were not cleared by the 
importer for as many as 275 days. The 
Department also took no concrete action to 
dispose them of. What has further surprised the 
Committee is that no consolidated data was 
available with the Customs Department about 
the exact quantity/value of goods pcndinl 
disposal beyond the prescribed period. When 
asked by the Committee to furnish the data in ..,. 
respect of value of ,oods Iyinl with th.e 
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custodians uncleared beyond. the permitted 
period, as on 31.3.1993, the Ministry of Finance 
were able to furnish information in respect of a 
few Custom House&lCollectorates only which 
itself was incomplete in certain cases. The 
available data furnished by the Ministry indicate 
that while certain Custom Houses had figures of 
the value of the goods lying uncleared, certain 
others could make available only the quantity of 
the goods. The Ministry were unable to offer 
any convincing explanation for the non-
availability of the requisite data uniformly in aU 
Custom HousesiCollectorates. The Ministry 
also could not indicate the extent to which the 
importers could be contacted in respect of the 
goods lying uncleared' with the custodians 
beyond the permitted period as on 31.3.1993. 
The available data, however, indicated that 
sizeable quantity of gods were lying with the 
custodians uncleared beyond the prescribed 
period. While the Ministry maintained that the 
Department got periodical Reports from the 
Ministry of Surface Transport furnishing details 
of cargo lying uncleared at the Major Ports, 
they admitted that no such regular reports were 
obtained in respect of disposal Qf unclaimed! 
uncleared cargo at air cargo complexes. From 
these facts, the Committee can only conclude 
that the procedure laid down in Section 48 of 
the Customs Act, 1962 for disposal of imported 
goods kept with the custodians is not being 
scrupulously followed by the Department nor 
are the Ministry aware of the preciscextent of 
goods lying with the custodian uncleared as on a 
particular date. The Committte are concerned, 
over this unsatisfactory state of affairs. Since 
absence of proper monitoring of the fate of 
landed goods deposited with the custodians, is 
likely to lend scope for pilferage and other-
malpractices, the Committee desire that the 
Central Board of Excise and Customs should 
look into the matter and take appropriate steps 
to ensure that the procedure prescribed in the 
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Law for disposal of such loods is complied with 
in letter and spirit by all concerned. The 
Committee would also like to be apprised of the 
total quantity/value of imported 100ds Iyinl 
with the custodians uncleared beyond the 
permitted perio.d as on 31.3.1994. 
As regards disposal of unc:learedlunclaimed 
goods, the Committee have been informed that 
prohibited consumer goods arc confiscated by 
the Customs Department and arc sold to 
Defence canteens, stores, consumer co-
operative federations, etc. Other goods are sold 
through auction where customs collected thcir 
revenue and the custodian. his chargcs. Thc 
Committee trust that while effecting proper 
monitoring of imported goods lying uncleared 
with the custodians, the authorities concerned 
should also ensure that efforts are made to 
realise the Icgitimate revcnues of Government 
from the goods on their disposal as per the 
procedures prescribed. 
In paragraph 2.4 of their Sccond Rcport 
(Fourth Lok Sabha), the Committee had 
pointed out that the authorities did not posscss 
complete record of importcd goods lost from 
the custody of Port Trust. Thcy had 
recommended that a proper account of ,oods 
received and lest should be maintained both by 
the Port Trust and also by thc Customs 
authorities. The action taken note furnished to 
the Committee in rcsponse thereof had 
indicated thit' the recommendation had been 
noted for compliance and suitable instructions 
had been issued. The information furnishcd by 
the Ministry of Finance to thc Committcc in 
this regard in the course of examination of the 
instant Audit ?aragraph, however. revcaled that 
adequate data on the value of cargo involved 
was not available at several Custom Houses! 
Port Trusts/Air Cargo Stations. The Ministry of 
Finance were also not able to furnish the total . 
amount of customs duty rcmittcd/.£:fundcd 
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due to pilferale since no separate records were 
stated to have been maintained of such fi,Ures 
in certain CollectoratesiCustoms Houses. 
Evidently, there had been no perceptible 
improvement in the system of maintaininl 
records regarding loss of 100ds, value of duty 
fore,one etc. from the position observed by the 
Committee in the sixties. While expressinl their 
unhappiness over the inadequate imple-
mentation of their accepted recommendation, 
the Committee desire that the Ministry of 
Finance as well as other concerned authorities 
should ensure that the system of records with 
relard to ,oods lost while in custody be 
streamlined. The Committee would like to be 
informed of the precise action taken in the 
matter. 

7 54 Ministry of The Committee's attention has particularly been 
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Finance (Deptt. drawn to thc increase in the number of cases of 
of Revenue) 
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pilferales reported from the International 
Airport Authorities of India warehouse, Delhi 
wherefrom as many as 247 cases of thefts were 
reported in 1993-94. The Committee desire that 
the authorities concerned should look into the 
circumstances leadinl to occurrence of 
pilferales at such a larle scale in this _case. The 
Ministry of Finance should also impress upon all 
the custodians to take adequate measures for 
improvinl the security to the 100ds warehoused 
with them. 

The Committee also feel that the Customs 
authorities should take all possible steps to 
make customs surveillance more effective in 
curbinl pilferaleslunauthorised removal of 
loods from the custodians which tantamount to 
smulllini. There is also a need for a more 
effective co-ordination between the Customs 
Department and the custodians in the matter. 

From the facts stated in the above para,raphs it 
is evident that the system of Itora,e and 
disposal of imported ,oods placed with the 
custodians and their monitorin, leaves a lot to 



1 2 3 4 

be desired. During evidence, the representative 
of the Central Board of Excist &: CustOlDl 
informed the Committee that the Major Ports 
Commillion to which the recommendation of 
the Public Accounts Committee made in their 
Second Report (Fourth Lok Sabha) wu 
rc;ferred to, had not made any specific 
suggestion regarding amendment of Law ~o 
provide for making the custodian or others 
liable for the loss of imported goods from their 
custody. The Secretary, Ministry of Finance 
(Deptt. of Revenue) in his deposition before 
the Committee maintained that the ultimate loss 
of duty that may have to be reCovered in the 
type of circumstances under discussion would be 
negligibly small when compared to the total 
volume of imports. He, however, stated that the 
Ministry of Finance had no objection in 
effecting the amendment making the custodians 
liable for the losses. Later, the Ministry of 
Finance have informed the Committee that .... 
while they were agreeable in principle for the 
amendment, the Ministry of Surface Transport, 
International Airport Authorities of India etc. 
had some reservations and that the matter was 
being further discussed with all the 
administrative Ministries concerned. The 
Committee desire that the exercise be 
expeditiously completed and concrete action 
taken to· make suitable amendments in the 
Customs Act 1962 making the custodians liable 
for the loss of goods kept with their custody 
with a view to checking unauthorised removal 
of such goods and its adverse impact on the 
economy and the exchequer. The COftlDlittee 
would also like to be informed Of the steps 
taken to streamline the accounting and 
monitoring of such imported goods both by the 
Customs Department as well as the custodians. 

, 
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