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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as autho-
rised lr.( the Committee, do present on their behalf this Fifty-Fifth 
Report un Paragraph 1.22 of the Report of the Comptroller and Audi-
tor OeDeral of India for the year 1983-84-Union Governmem (Cim) 
-Revarue Receipts Vol. I-Indirect Taxes, relating to Customs Be-

~ Short levy due to misclallSification-Woollen Waste or WooL 

2. UJe Report of the C&AG of India for the year 1983-84, Union 
GOVeIDDeDt (Civil) Revenue Receipts, Vol I-Indirect Taxes, was 
laid 0" the Table of the House on 10 May, 1985. 
3. ~  report brings out inter alia. the cases of sister concerns of . 

141& O. rial· Woollen Mills, Ludhiana importing woollen consignments 
.. nly Ulrough Madras port since 1979 and even before despite wide 
dUrereue (Rs. 30 per quintal) of railway freight rate between Mad-
ras to 1 udhiana and Bombay to Ludbiana. The bonafides of imports 
tbroUlt.. Madras were thus open to question. These firms attempted 
import of acrylic fibre in the guise .of wool waste by adoptiag UD-
scrupu1uus packaging techniques during this period. The Committee 
have oherved that the authorities failed to exercise proper vigilance 
and C8l:!. The report also deals with a case of Deputy Chief Chemist 
having revised his earlier decision after discussions with the repI'e-
sentatil e of the importer by agreeing to treat a sample as 'wool 
waste' ,vbich was earlier categorised as ~  The Committee have 
expressed grave doubts on his revised. decision without recording his 
reasons for revising his opinion. They have desired a thorough 
probe illto the functioning of the Madras Customs during his tenure. 
'ijte Cummittee have also desired. that clear guidelines should be 
issued m regard to 'lengths' of yarn to distinguish between 'wool-
len w8llte' from 'raw wool' "woolen fabrics' and to eliminate possi-
bility of arriving at different interpretation to avoid duty. 

4. The Public Accounts Committee 1985-86 examineei the Audit 
Paraguph at their Sitting held on 8 October, 1985. 

5. '1 he Committee considered and finalised this Report at ~  

sitting held on 1 August, 1986, based on the evidence already taken 
and WIitten information furnished by the Ministry of J'lnance (De-

(v) 



("'i) 

partment of Revenue) and Commerce (Chief Controller of Imports) 
and Exports). The Minutes of the sittings form Part n* of the 
Report 

6. For reference, facility and convenience, the ~ and 
recomruendations of the Committee have been printed in thick type 
ill the 1\ody of the Report and have also been reproduced in a c0nso-
lidated form in Appendix n to the Report. 

7. The Committee place on record their appreciation of the com-
~  work done by the Public Accounts Committee (1985-86) 

ill tald Ilg evidence and obtaining information for the Report. 

S. 'Jhe Committee would like to express their thanks to the olB-
eers of the Ministries of FInance (Department of Revenue) and Com-
merce (Chief Controller of Imports and Exports) for the coopera-
tion ptended by them. in giving information to the Committee. 

9. ')'he Committee also place on record their appreciation of the 
assista nee rendered to them in the matter by the offtce of the Comp-
troller and Auditor General of India. 

NEW D!:uu; 

August ll, 1986 
-
Bhad1'C1 20, 1908 (8). 

E. AYYAPU REDDY; 

Chain714n, 

Public ~  Committee. 

-_.-
-Not printed (one cyc10styled copy laid on the Table of the Hoyse 

and five copies placed in the Parliament Library). 



Audit Paragraph 

BEPOBT 

WOOLLEN WASTE OR WOOL 

As per notificatioDS issued on 2 August, 1976 and 1 March, una 
woollen waste was exempted from basic customs duty and the addi-
tional (countervailiDg) duty. Only amdliary duty of Customs was 
Imable on woollen waste. 

2. The Central Board of Excise and Customs bad laid down iD 
1960 that the woollen waste should not consist of long lengths of 
yarn or rovings or slivers. What was meant by long length wu 
not quantified. 

3. Six consignmenta of wool waste were imported by two firms 
in October 1979. On test the goods were found to be multi-coloured 
mass of fibre and yarn with wool content ranging from 83 per cent 
to 99 pei-cent. It was classified as woollen waste. . Another consign-
ment of wool waste imported by one of the firms in November 1979 
was not classifted as wool waste, after test and inspection in the labo-
ratory of the Custom House. But after taking into account the views 
of the appraiser and the price of the .goods they were considered to 
be wool waste. Another consignment imported by the same firm 
was found, on test in the laboratory, to be slightly soiled wool and 
Dot wool waste at all. But on retest after testing a fresh sample it 
was classified as waste of wool but not woollen waste. But, duty. 
on the goods imported in November 1979 and after, was levied at 
th!! rates applicable to woollen waste. 

4. Three more consignments of woollen waste imported by an-
other firm in February 1981 through the same port were, Oft. test. 
found not to satisfy the definition of wool waste. On adjudication 
. it was held to be wool fibre misdeclared as wool waste and basic 
~  duty was levied at 40 per cent ad' vczlorem and also auxi-
liary duty at 5 per cent ad vcaorem as applicable to raw wool. 
Penalty was also levied. This decision was based on the test report. 
Which stated that the major portJon of the sample dfd Dot satisfy 
the definition of wool waste. 
N: 5. On five more imports made ~ the months of October and 
ovember 1981 of same description, at same price and from same 
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foreign seller. by the same importer, as the above three cODSig.-
ments, duty was levied. at rates applicable to woollen ,,·aste be--
cause the test reports declared the goods to be wool waste. 

6. The inconsistencies in classification of goods similarly describ-
ed and prices was pointed out in audit in February 1983. 

7. The Custom House stated (March 1983) that the assessment 
of the three imports in February 1981 was basad on test reports but 
assessment was ~ re-examined on ~ basis of orders passed by 
the Board on a revision petition. The price for wool waste was· 
found acceptable for the purpose of assessment as raw wool, in view 
ef its inferior quality. 

8. However, the following inconsistencies were noticed in. 
audit:-: 

(i) In the six cases where the goods were assessed as woollm 
waste based on the Board's instructions of 1960, the ~  

reports did not specify the length of the fibres. 

(il) In none of the cases where the goods were assessed a!f 
'wool waste was the description of the goods amplified" 
in terms of desctiption in Chapter 53 of the Customs' 
Tariff. covering wool. 

(iii) Goods indentical in description and price, involving same-
sener andbuyt!!" were di1!erently assesed and differing' 
rates of customs duty were levied based on differing test 
reports. 

(iv) Though the Custom House foUlld similarity of price in 
goods which were assessed as raw wool and as woolletr 
waste. they had earlier on record that the price of 
greasy wool or raw wool was more than twice that of 
wool waste and that this was one of the factors which 
iDfluenced their decision in treating tlae goods as wool 
waste. 

9. The possible loss of duty by misclassifteation of wool other 
than woollen waste (stated to be contained in two of the six eoD-
sigmnets) imported in ()etober 1979 and in the five consignments 
imported in October and November 1981 would amount to Rs. 11.93 
lakhs. 
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10. The objection was reported to Ministry of Finance (October 
19M); their repl)' is awaited. 

[paragraph 1.22 of the Report of the Comptroner and Auditor 
General of India for the year 1983-84-Union Government ~ 

Revenue Receipts-Indirect Taxes relating to Customs Receipts]. 

11. Raw wool as it is obtained from SheepjLamb would be 
greasy wool and it would contain wool grease, suint, excretion and 
other extraneous matters. The wool as it is obtained is· to be cleared 
first and then combing and carding operations are to be done. The 
w8$te obtained at this stage, which would be iiI the form of a fibre.. 
is known as 'soft waste'. 

12. Subsequently, the clean wool are woven into yarn. The-
waate obtained at this stage is known as Jaard waste and hard waSte 
would contain yam in entangled condition !lot fit for weaving, or 
knitting, multicoloured heterogenous and short in length. In other-
words, the length of the yarn waste would be such that the same-
cannot be used either for weaving or knitting. In view of the above 
the expressions woollen waste, wool waste or waste of wool used by 
Government in their exemption notifications would-refer to one or" 
the other referred to above. . 

13. On import, wool and wool waste are assessable to following-
rates of duty:-

--------------._--------
CUitonH 

notifi-
c:ltian 

Duty ~  

rate Notifica-
rioJa 

,..---'-----------------------.-

Wool waste 

r02-Cus. 
r-3-79 

rOlf-CUI. 
rO-S-79 

5ft' . ,0 

~  ,0 

duty· 
rare 

Nil 

Nil" 

14. Giving the details of the cases of import referred to in the-
Audit paragraph, Audit has stated. that six consigmmmts of goods 
described as wool waste were imported from United Kfngdom by 
two up country ~ viz, Oswal Woollen Mills Ludhiana, (five-
cODsignments) and Swastik Enterprises, Ludbiana, (one coDSign-
t'I"Ient) in October ,979 through Madras port. Test reports in respect: 



of these consigriments indicated that the good! were multicoloured 
mass of fibre and yarn. It did not declare specifically whether the. 
imported goods were wool waste and required the assessing oftlcer 
tQ decide the clalSSification in accordance with Boa.rd's letter F. & 
14/6O-Cus. ~ dated. 4-2-1960. 

15. Two out of these six cases where the wool content was ex-
pressed as 60.8 per cent were however on retest found to contain 99 
and .98 per cent wool ~  In two other cases where wool 
content was not expressed/declared in the initial test report a test 
of the remnant sample disclosed the wool content to be 96 per cent. 
The test reports did not specifically indicate whether the imported. 
goods were woollen waste but stated. that ~ classification of the 
goods might be decided in the light of the guidelines contained in 
Board's instructions of 1960. The goods were treated as woollen 

~ an assessed free of basic customs duty and additional dUty and 
subjected to auxiliary duty oilly at 5 per cent ad valorem. 

. . 
16. Another consignment of goods described as wool waste im-

ported in October 1979 by MIs OSWAL Woollen Mills, Ludhiana, 
was after test by the laboratory inspected by the Deputy Chief 
Chemist who stated that the sample consisted of freefibres of wool, 
agglomerated and untwisted and that he was not inclined to classify 
theln as wool waste. As a question of interpretation of Board's 
instructions was involved, the Deputy Chief Chemist suggested 
that practice regarding classification at other ports might be ascertain-
ed. The appraising group of the Custom House went on record that 
gOods were known as soft waste in the trade and these were imported 
primarily for spinning coarse counts for the manufacture of heavy 
fabrics. Taking into account the views of the appraising group, the 
price factor and after discussion with the representatives of im-. 

~  the Deputy Chief Chemist agreed that the goods in questiO!ll 
were soft wastes and that the sample should be considered as wool 
waste vide Custom House file S. Misc. 113179. The goods thereupon 
were assessed to auxiliary duty at 5 per cent ad valorem applicable 
. to wool waste. 

17. The ~  consignment of goods described as wool waste 
which was also imporfed by M/9. Oswat Woollen Mills, Ludhiana in 
October 1979 was on test opined as slightly 'Soiled wool and not as 
:woOl waste. by the chemical Examiner. However, at the instarice of 
Deputy Chief Chemist, a fresh representative sample wa:; drawn 
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and on. retest the sample was stated as agg10meratedmass ot fibres 
along with out lengths of rovings and small amount of dull white 
fibres. Based on the decision taken in the earlier case (S-Misc. 1131 
79) it was decided that the goods might be cIamfied as soft waste 
of wool and the goods were assessed to duty as woollen waste 
accordingly. 

18. Three more consignments of goods described as wool waste 
which were imported from United Kingdom were cleared in Feb-
ruary 1981 by another up country firm MIs Punjab Processo.rs, New 
Delhi. On test, the fibre portion was found to be composed of 99.7 
per cent of wool In the annexure to test report, it was stated that 
the major portion of the sample did not satisfy the-definition of wool 
waste as· given in the customs co-aperation council Nomenclature. 
The case was adjudicated by Collector and it was decided that the 
subject goods were wool fibre misdeclared as wool waste. These 
were accordingly levied to customs duty at 40 per cent cuf vtJlorem. 
plus auxiliary duty at 5 per cent as applicable to raw wool. 

19. Five other ~  of wool waste identical as regards 
description, price, foreign selle.r with three cases mentioned above, 
were imported by MIs. Punj,ab Processors in October 1981 and 
November 1981. In aU these cases, the wool content ranged from 
84.8 per cent of wool and in the test report it was stated that they 
~ wool waste. Goods:were acc<u"dingly assessed· as . woollen 

. waste. . 

20. The Committee wanted to know the reaction of the Govern-
ment in regard to the points raised in the Audit Paragraph. In reply, 
the Secretary, Ministry of Finance (Department of Expenditure) 
stated ~  evidence:-

~  is a temptation to import genuine fibre or genuine wool 
as wool waste because .of the diffel'ence in import dUties. 
The duty at that time. in 1981. was 45 per cent on wool 
and five per cent on waste. So, that is conceded. This 
particular case deals with six consignments of 1979. two 
consigoruients of November 1979, three consignments of 
February: 1981, and flve consignments of October 1981. 
Three types of doubts have been cast on the handling of 
these .consignments .at the hands of the Customs. Fim, 
it has ~ suggested ~  In ~ parocular case, that is, 
three consignments of February. 1981. the flnding of the 
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Collector was that it was raw wool and not wool wute. If 
this was not wool waste" the!l there is a suspicion that ~  

other consignments were also not of wool waste. The 
second type of doubt which has been cast is about the 
price. It has been suggested that the price of the consign-
ments which were judged to be of wool waste was also 
100. If this was raw wool, then there is every reason to 
believe that the other thing also would have been raw 
wool. Now I will come to the facts. In this case of 
February 1981, as you know, there was an appeal to the-
Board. There was all examination by the Chief ChemiSt 
and the Chief Chemist finally gave the opinion that this 
was a wool waste, though of the soft variety. Finally, this· 
case has also been judged as wool waste. 

The second point to be noted is that there was a difterence ill 
the finding of the Chemical ·Examiner at the Collectorate 
stage with respect to these three cases..-..mf!erent from. 
that in the case of other ones." 

21. The Committee wanted to know the procedure followed for 
testing of textile samples and in pax1icul8l' the samples of raw wool, 
woollen waste, wool waste and woollen fabries. In a writteR note 
the Ministry of Finance (Department of Revenue) have furnished 
the following infonnation: 

''The sample is visually examined to see the state of fibres in 
respect of its dimension, physical state, presence of any 
extraneous matter, colour (i.e. dyed or undyed) and the 
form in which the fibres are pJ"eSent (i.e. tow, silver, 
roving, yarn/filament, whether entangled or otherwise, 
etc.) 

2. The sample is examined under the micro-acope if it consists 
of uniform type of fibre or other textile fibre as well. The 
type of fibre present i.e. wool, cotion, synthetic, etc.  etc. 
are vetted and their presence is further established by 
dissolving in their respective solvent/solvent mixture. 

Before determination of composition, Ole representative sample 
is taken on the basis of weighted average in case tile 
sample is in the form .of heterogelleOus mixture of fibre/, 
yam. The composite sample is desiped, even drietl ~ 
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. weighed and it is treatad. with different solvents according 
to the presence ot di1rerent fibre under specifted ~ 

ditions. 

In case of wool and woollen waste, etc., the sample after 
desizing is treated with 2 ~ cent KOH solution where 
the entire wool fibres got disaolved. The residue left is 
washed and even dried. and weighed and the weight of 
woollen fibres dissolved is determined. The residue left 
is subjected to further. treatment simultaneously with 
di1ferent solvents aceording to the fibre present. Then 
the weight of fibres is determined and their percentage is 
calculated after applying the solubility factor and regaUi 
as specified for respective fibres. 

For distinguishing between woollen waste and raw wooJ/ 
woollen fabrics, the guidelines given in Board's instructiODs 
in CBR No. 25114/6O-Cus-m dated 4-2-1960, as amended, 
are followed. As per these guidelines, wool waste may COD-
sist of free fibres, clippings and cuttings etc. They shoUld 
not consist of long length of yams or of rovings or slivers. 
The wool content expressed as a percentage of the total 
fibre content should not be less than 80 per cent." 

22. The Committee wanted to know how the woollen samples 
were tested by the chemist. In reply the Chief Chemist, C.R.eL. 
.stated in evidence:-

"The chemist finds out whether it is a woollen waste or good. 
wool fibre. In woollen waste, there is entangled mass of 
dJJIenmt fibres or ya.nrs. As soon as the sample come in, 
the chemist finds out the physical condition of the 
material. Then we find out the actual percentage of each 
constituent of the mass· They may be a mixtUre of ~
thetic and vegetable fibres and yarns along with the wool. 
In case of wool or woollen waste, we .have clear instiuc-
tions that the wool content should not be less than 80 per 
cent. Later on it is reduced to 60 per cent. It should Dot 
contain less than 60 per cent wool and the fibre would be 
of different colour." 

23. Asked when was this percentage reduced, the witness iftform.-
~ that it was reduced to 80 per cent in 1977. 
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24. Asked if the function of the chemist was only to analyse the 
sample and leave the rest to the authorities, the witness explained: 

"The function of the chemical ~  is to give the compo-
sition and whateve:r data is required and the assessment 
is the duty of the Administrative Office on the basis of our 
. report." 

25. Enquired if only the composition of wool and wool waste was 
given, the witnes.s stated: 

"I give cO!lstituents of every fibre, whatever is present there 
and give the full data: . and now it ·is for the assessing 
authority to decide whether it will go as a wool or waste." 

26. Asked in regard to the percentage of synthetics and other 
material,. the witness informed: 

''That depends upon the declaration, it can be 60: 40. 60 per 
cent wool and 40 per cent terylene fibre. This wool waste 
is used for rough cloth material." 

rI. The Committee wanted to know whether the te:rylene fibre 
could be used for terywOPI production, the Secretary of the Ministry 
of Finance (Department of Revenue) stated in evidence: 

''Te.rywool has a difterent procedure." 

28. Asked in. regard to the characteristics that are to be deter-
mined and indicated in the test reports of woollen waste ~ 

I'aw wool, the Ministry of Finance (Department of Revenue) have 
stated in a written note as under: 

·"In analysing samples of woollen waste, the definition ~ 
woolen waste given in the Board's order is kept as the 

basis. 

The determination will be made as in the case of regular 
fabrics and yarns, on the decreased and desized material 
and the accepted moisture Content for wool will be 
allowed. The other 20 per cent may consist of any other 
fibres, natural and synthetic. (CBE No. 251 14/6O-Cus. nI 
dated 4-2-1960 as amended). 

As stated above, first the nature of the sample is . noted, 
whether it is heterogeneous mixture, or whether It con-
tams long length yarns, clippings, slivers, etc. Then the 
percentage of wool is determined by solubility test. 
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Raw wool is nothing but greasy .wool as obtained from the 
animals. It would contain wool grease, suint, excretions 
and other impurities. Before making it fit for combing-
and caI:ding operations, same are to be sorted and cleaned." 

29. Asked if the source of material was indicated in the test 
report in respect of wool waste. the Ministry of Finance (Depart-
ment of Revenue) have replied to the negative. . 

30. Enquired about the rationale for the issue of instructions in 
1960, the Mini'stry of Finance (Depa,rtment of Revenue) have stated 
in a written note as under: 

"Raw wool as it is obtained would be greasy wool and it 
would contatn wool grease, suint, excretion and other 
extraneous matters. The wool as it is obtained is to be 
cleared first and then combing and carding operations 
are dope. The waste obtained at this stage, which would 
be in the form Of fibre is known as soft ~ Subse-:-
quently, the clean wool are woven into yarn. At this 
stage, the waste obtained is known as hard waste and hard 
waste would contaili yarn in entangled condition not fit 
for weaving or knitting, multi-coloured., heterogenous and 
mostly in short lengths. In other words, the length of the 
yarn waste would be such that the same cannot be used 
either for weaving or lmitting. 

As the entire process is done in one factory, the waste collect-
ed are. taken as sweepings and as such the woollen waste 
can consist of both hard and soft waste. However, in 
respect Of the cases, where the sweepings are collected 
only from cOmbing' or carding stage, they may contain 
only soft waste. 

All woollen wastes were classified under Item 49(4) in the 
First Schedule to the Indian Customs TarifI Act, 1934. 

In view of different types of waste, classifiable under Item 
49(4) ICT, the Board clarified the issue by executive 
instructions and the ruling was issued in 1960." 

31. Enquired as to why the long length of yam/fabrics mention-
ed in the instructionS. was not quantified specifically so  as to avoid 
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;ambiguity in interpretation, the Ministry of Finance have stated 
~  under in a writte.n note: 

"In the Executive instructions, the relevant words are 'they 
should not consist of long lengths of yam or of rovings or' 

~  The intention of mentioning "should not consist 
of long length of yarn''-means that the ya,rn should not be 
fit for _weaving or ~  As such. in the light of the 
instructions given, it was felt that it is ·not necessary to 
. quantity the length, as length of ~  yarn content in the 
waste may vary in di1ferent types of waste, it 'was left to 
the Assessing Officers' judgment". 

32. Clarifying in this connection, the Secretary', Ministry of 
Tinance (Department of Revenue) stated during e\llidence: 

"'The BTN classification is more exhaustive and c1ea.r. The 
point is that it should not be of a long length. If you take 
a wool thread, it will be a whole bobbin length. In pieces 
like this which are of entangled mass, though it is un-
-happily worded"it is necessary to specify that it should be 
6" or 7" long or not more than 100" and so on". 

33. Since it was not possible to specify the length, the Committee 
-wanted to know the purpose for the mention of 'long length' in the 
:instructions.· The Member _(Customs) stated in evidence: 

"It should not be capable of being used directly either fol' 
weaving or knitting." 

34. The Committee desired to know as to why this definition was 
-not specified since it was not possible to mention the length of waste 
wooL In a written note, the Ministry of Finance (Department of 
:Revenue) have stated as under: 

"'The instructions of 1960 lay down guidelines for determining 
what would constitute woollen waste. These guidelines 
defined the nature of the article rather than use. How-
ever, the question of issuing guidelines for the purpose of 
classification of wool waste is being looked into. The 
inatter is under consideration. of the Board and decision 
in this respect will be taken as soon as possible." 

35. The Committee desired to know the standardS applied for 
determination of wool waste and wool in different Custom Houses 
and whether there ,.-., ~  of practice everywhere. In reply 
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the Additional ~  Mbiistry of FiDance (Department' of 
). I 

Revenue) stated during evidence: 

"We have ascertained from Bombay and Calcutta. They are 
going by BTN taking into account the gufdeline of 1960." 

36. Enquired if any guidelines on the subject were issued recent-
ly, the Secretary, Ministry of Flnanee (Department of Revenue) 
repUed during evidence: 

"We will be issuing them. very shortly." 

37. The Committee desired to know the instructions governing 
the testing and retesting of samples of wool by the Customs HOU8e 
Laboratory. In "a written note the Ministry of Finance (Depart-
ment of Revenue) have furnished the following information: 

"As regards the instructions given governing' the testing of 
samples, representative samp1esare drawn by the 
Appraising Department and sent to the laboratory with 
a test memo indicating the test to', be performed. On 
receipt of the Test Memo with the samples, the samples 
are tested and the test memo is forwarded to the Apprais-
ing Department with the Test Report indicating the 
nature of the goods to enable the Appraising Department 
to classify the goods. 

Whenever the concerned importer is not in agreement with 
the test report given by the local laboratory, he can apply 
for re-testing of samples on depositing the prescribed fee. 
The re.te!iVng is done by the Chief Chemist, C.R.C.L on 
the remnant sample or on a fresh sample if the consign-

.... ments are still under custom6 custody. Re-testing of 
...I 'samples can also be done it the Department is not in 

. agreement with the original test. 

~  above instructions are equally applicable for testing/re-
~  samples of wool." 

38. Asked the level at which the test l'ePOl1s were certifted by 
the laboratory, the Ministry of Finance (Department of Revenue) 
stated in a written note: 

liThe test reports are certified by the Chemical BxamJner. If 
the party is ~ or if the Appraising Department 

1508 LS-2. 
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seeks a clariflcation or a aecond opinion, the matter is 
referred to the Deputy Chief Chemist." 

39. Enquired about the action taken in the event of difference 
'of opinion between the Customs House Laboratory and the assessing 
ofticer over the analysis and composition of the sample tested 'by 
the laboratorY, the Ministry of Finance (Department of Revenue) 
have informed as under iJl a written note: 

"The samples are sent to the Chief Chemist, Central Revenue 
Control Laboratory, New Delhi for his opinion." 

40. ~  about the circumstances under which samples are sent 
to the C.R.C.L., New Delhi for testing, the Ministry of Finance 
(Department of Revenue) have stated as under in a written note: 

"When in any particular case, the Custom House wants the 
opinion of the Chief Chemist or when the Importer dis-
putes the findings of the local laboratory, the matter is 
referred to the Chief Chemist. The samples are also sent 
to the Chief Chemist, when the local laboratory is not able 
to give a categorical opinion to arrive at the classification." 

41. Enquired as to why were the samples in the eases referred to 
in the Audit paragraph not sent to the Central Revenue Contro] 
Laboratory at the initial stage when there was difterence of opinion 
between the Chemical Examiner, the Deputy Chief Chemist and 
usessing Ofticer, the Ministry of Finance (Department of Revenue) 
have in a written note informed as under: 

"The Test Reports are signed by the Chemical Examiner and 
if the Assessing Oftlcer has any doubt regarding the 
same, the report is referred to the Deputy Chief Chetnist 
for his opinion. It is up to the Deputy Chief Chemist i"" .. 
either re-test the sample or give his opinion without ~ 
testing the same on the basis of the report already given 
by the Chemiea1 Examiner. Only in respect of the eases 
where the Deputy Chief Chemist is unable to give any 
opinion or if the Appraising Departments do nnt agree 
with his opinion, the issue is referred to the Chief Chemist 
for his opinion. 

In this particular ease, since the Custom House Laboratory 
gave a categorical opinion, the matter was not referred 
to the ChIef Chemist, CRCL." 

..... 
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Go The Committee desired to know why the suggestion of Deputy 
Chief (!hem1st given in respect of the sample covered by bDport 
of the consignment in No. 1979 to ascertain the practice at other 
points disregarded. The Ministry of Finance (Department of 
Revenue) have in a written note stated as under: 

"The Deputy Chief Chemist had initially suggested ascertain-
ing the practice at other ports. ~  subsequently 
the matter was re-examined by the Deputy Chief 
Chemist in the light of technical books and the discussion 
held by him with the concerned Assistant Collector of 
Customs and Textile Expert. Accordingly the Dy. Chief 
Chemist had. come to the conclusion that the sample may 
be considered as wool waste. Hence, no reference was 
made to other ports." 

43. The Committee wanted to know the circumstances in which 
the Dy. Chief Chemist could refuse to re-test the samples once the 
samples were tested by him and test reports sent. In a written 
note the Ministry of Finance (Department of Revenue) have in-
formed as under: 

"When the Deputy Chief Chemist is satisfied of the report 
issued by the Laboratory or the stand taken by the labo-
ratory regarding composition, he may refuse to re-test the 
sample." 

44. The Committee desired to know whether there were any 
guidelines for taking out samples of the consignments. In reply the 
Secretal.oy, Ministry of Finance (Department of Revenue) stated 
during evidence: 

}. 

"Yes. there are guidelines in the form of surface sampling, 
~ sampling etc." 

. 45. Enquired if there was any violation" in taking out samples 
In the cases referred to in the Audit paragraph, the witness stated: 

"'there is no hint or suggestion that there was my hanky 
panky in taking samples." 

46. 'l'he Committee wanted to know the procedure for taking out 
BaJnples from different packings and whether these were taken out 
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»ro.ptriy. i.D: the cases referred to in the Audit Paragraph. In reply 
the KiDistry of Finance (Department of Revenue) have stated in a 
WJitten ~ as under: 

"Iustwctions on the subject provide that samples drawn for 
eumination/test should be representative of the goods 
imported. There is nothing on record to indicate that 
the samples of the consignments under audit objection 
were not representative of the consignment." 

47 . .A.sked. if the prescribed .procedure to take out samples not 
only from the outer periphery of the package but also from vuioua 
portion. of each consignment including the core portion in the pack-

, age was not followed in these cases and the samples were drawn 
either from the outer periphery of the package or from only one 
point of each package accounting for differences in the test reporting 
at varicus levels, the Ministry of Finance (Department of Revenue) 
have ifttimated as under in a written note: 

'1t is not known whether samples were drawn from otber 
periphery or from one point only. In the circumstances. 
at this point of time, the view expressed in this para can-
not be confirmed or denied." 

48. 1he Committee wanted. to know whether a correct sample was 
taken only after suspicion was raised. In reply, the Chairman, 
C.B.E.C. stated during evidence: 

"That is a speculation." 
~ 49. Asked whether the sample taken out from the outer core of 

the consignment was different from the one in the inner core, the 
witness stated: I "-

"But there must be something which suggest that this hypo-
thesis should require full exercise. I said that in 1981 
similar situation was there and then it was discovered· 
The details in this case suggest that this kind of malprac-
tices took place. Unless we face such cases bow can we 
know?" 

50. ArIItal as to why imports were made only from Madras, the 
witne&l replied: 

"As 18" as OIIwal is ccmc:emed, there is reason . why they 
We Importing from Madral. Ortnl bu a wait at· "ble 



oil in Madras. They have an omce and they have a 
clearing agent also. They have the necessary infrm .. 1ruc-
ture." 

51. Asked the period. since when these companies had been mak-
ing imports from Madras. the witness replied: 

"Tltis has been reported in 1979 and 1980. We have checlted 
up our records, it was ce.rtainly much before 19'19." 

52. The Committee desired to know whether any investigatiODS 
were made to find out if there was a collusiOn in .the CuatIDms De-
partment at Madras. In reply, the witnel!s stated during evidence: 

"I do not find anything against the determinations made either 
in the three cases of February 1981 ar the CoIlector'a 
findings. There was a complaint that auftleient oppor-
tunity is not given to the accused regarding the chemical 
reporta which led to a complete examination by tbe hfgller 
authorities. We have the Chief Chemtat. Be ~ 
the taae. While the flrst lot was graded as sum that ft Is 
wool waste, but not of the type of wool waste ~  

53. The Committee wanted to know the price of wool waste ~ 
talnm, 100 per cent wool, 8O--tO pet" cent wool and gr.sy wool 
duriag tile years 19'71, 1_ and 1981. In reply, the II!nistry of 
FiDance (Depart:meJlt Of .... ue) have furnished the foDowm, in· 
fonDaUon in a written note: 

''Durint the period lW19-8O, as wool waste eontal'*'l 100 per 
cent wool were not noticed, no pdee is ...... e. 

Fram the prJce HIt .... lable. there II no appredabte ~ 
in the price of theBe commodities during the ,... n-
Il. '!'he prleeB of W'OOl wute contaiDtng 80 to • per cent 

I wODl are _ foBows: 

WOOlf Nute containing both fibres "yarn Rs. 8 to 10 per kg. 

WOOl w.te containing GDly waste fibre Rs. 18 to 18 per kg. 

Greay wool of yield content 80 to '10%" Rs. 30 to 3f per kg. 

5l Asked as to why the rate Of import dUty on wool waSte wu 
low when its price was less, the witness stated: 

"The ratioDal i8 the blankets made frOm wool wIiid8 10 t6 tIi. 
army and the hospitals and their price shoa1tt lie ...... ,. 
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55. Asked it the entire project was ad hoc .rather than being 
based on scientific lines, the w11beBs replied: 

"There is no doubt about it." 

56. The Committee wanted to know the details of the freight on 
shipment from London to Bombay and London to Madras Ports as 
also of freight from Madras to Ludbiana and Bombay to Ludbiana. 
In a written note, the Ministry of Finance (Department of Revenue) 
have flIrni'Shed the following information: 

"The freight rates from London to Bombay and from London 
to Madras are almost the same, around US $1475 per full 
container load. The freight rate by road from Bombay 
to Ludhiana is around by B.s. 65 per quintal and that from 
. Madras to Ludhiana is around Rs. 95 per quintal" 

57. The Committee pointed out that higher f.reight was involved 
for imports from London through Madras Port. They, therefore, 
wanted to know whether was it not unusual for the importer to incur 
extra expenditure. ~ Ministry of Finance (Deptt. of Revenue) . 
bave in a written note informed as under:-

"Under the Import Policy. the importer has an option to im-
port goods at any port of his choice and unless there is a 
cawe for suspicion. the question of enquiring into the 
port of import selected by him would not arise. In the 
present case, the importer bas a representative at Madras 
aDd as there was no cause for suspicion, the import through 
Madras port was not questioned" 

58.' The Committee wanted to know whether the contracts enter-
ed . into between the ~ and foreign suppliers were looted 
into and'if so wliat were the specifications prescribed for woollen 
waste covered by each consignment. In a written note, the Mini-
stry of Finance (Deptt. Of Revenue) have informed as under:-

"The 16 consignments .referred to in the Audit Para were 
cleared during the period 1979-81. From the notmgs into 
BsIE, it is not possible to ascertain at this stage as to whe-
ther the Assessing Officer examined the contracts entered 
into between the importers and the foreign suppliers at 
the time of assessment." 

59. The Committee wanted to know whether the goods ~  
and declared as wool waste in 1982 were found later to be acrylic 
,.,. . 
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fibre. In reply the Sec:retary, Ministry of Fina!1ce (Departmmt of 
Rewnue) stated during evidence:-

"In 1982 the same parties, that is Punjab Processor etc. were 
found by the same Madras Customs HoUR to be offering 
goods as wool wutewhich was later on proved to be acry-
lic fibre. The deception was discovered in 1982. . The 
modUs operandi discovered was that the bard ~ iDslde 
the container was acrylic waste while it was covered and 
surrounded by wool waste. Thereafter they were black-
listed. At the end of 1982, the Ludbfana parties, the 
Oswal Company and Punjab ProcessOl"5, stopped importa-
tion of wool waste or whatever they were importing from 
Madras Port." -60. Enquired about the aetion taken in these cases, the witness 

itated during evidence:-

"About the 1982 ca&eI in Madras they are under investigation, 
AdjudicatiOll baa been completed in 16 cases. They have 
appealed in some Of the cases in the High Court and IIOIDe 
other cases are in the Tribunal" 

61. Subsequently, in a written note the Ministry of Finance 
(Department of Revenue) have furnished the following further 
detalls:-

"During the period October, 1981 to March 1982, MIs. Punjab 
Processors Pvt. Ltd. and MIs. Ghandharv Trading Co. P. 
Ltd. New Delhi who were both reported to be si»ter COD-
cerns of Mis. Oswal Woollen Mills Ltd., New Delhi bad 
filed 16 Bills Of Entry for clearanCe of goods declared as 
wool waste. As per the practice then existing, 7 of the 
bilJs were assessed accepting the declaration with opeo 
o"'er given in the duplicate bills of entry for dra'Wal of 
samples for test. It was also ordered that 50 pet c:eIlt of 
the consignments were to be released pending receipt of 
test results. 2 of the bills were presented tor examination 
at Docks on 23-1-82 after importers had paid the duty 
as wool waste. At that time of examination it was found 
that the goods were packed in such a way that they 
contained synthetic material in the core covered by a 
padding of wool waste. Based on this, the AIItt. CoUector 
(Docks) detained the goods for detaned examtnatiOll to 
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be carried out in the presence of the importers and the 
clearing agents. This was done on 10-2-1982 and it came 
to light that the bales were packed with loose layers of 
wool waste with press packed synthetic fibres material 

~ Samples were drawn by the department both from 
the outer padding and the inner core. The LaboratorY 
test confirmed that the core of the bales which consisted of 
80 pe.t' cent of the weight of the consignments was acryUc 
fibre while the outer padding was wool waste. 

The importers attempted to manipulate clearance of Acrylic 
fibre in the guise of wool "waste. The Madras Custom 
House also alerted the Collectors of Customs, Bombay and 
Calcutta and the D.R.L and ordered the search of the 
premises of the offtces of MIs. Oswal Woollen Mills and 
related concerns at Delhi and Ludhiana, Bombay and 
Calcutta. 

'111e CoUectcn of CustOms, Calcutta and Bombay reported that 
. DO incriminating documents were found coDDeCteci with 
the imPort of wool waste "from theIe premiseL 

'I1Mt D.R.L recovered certain documents in its search ccaduct. 
ed at Delhi and Ludbiana and forwarded them to Madras 
Custom House and on scrutiny they also did not yield 8Qy-
thing incriminating with reference to the impQTtaUon of 
WOOl waste. 

1a 'riew of t1DB, the CUstom Houle, MacIras l.auIlehed adjudi-
catioB proceediJwt in the normal C01lrIe and islued show 
eaae notices in respect of 2 "c:onslgnments whim were 
originally produced alMl14 other CODBignments which were 
IlUbieqW!Dtly produoecl for examination. In all tbele cases 
redemption fiDe of 10 "' cent of CIF value and personal 
penalty tot.aJJing Ra. 1,iO,000I-were imposed 

TIle iDiporters however filed Writ Petitions in the Madras 
High Court apinet tlIe order of the Collector of Customs 
eoBftIcatiDg the pds and levying fine and penalty. The 
importers' contention is that the goods found in the bales 
were oaly synthetic waste and not synthetic fibre as con-
_W by the department. According to them the price 
of qathetlc wute is only half that of synthetic fibre" and 
wool waste ~ accordingly they sbould get a remission of 
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80 per ~  of the invoice value and disputed the Central 
~  classifi.catiQIl of the Custom House under Item 

18(1) of Central Excise Tarift. They also produced in this 
regard a letter from the suppliers which stated that they 
were ready to remit 50 per cent of the value of these 
goods. The importers have also contended that the goods 
which were discovered by the department to be synthetic 
fibre was not ordered by them and have been wrongly des 
patched by the supplier. The department has however 
ffied its counter contJending that the goods are only syn .. 
thetic fibre concealed under a padding Of wool waste and 
the whole theory of wrong shipmeDt is an after thought, 
which cannot be taken seriously. The Court has completed 
the hearing but has reserved the judgement. Once the 
judgement is pronounced, the department would also take 
up the issue of proaecution of the importers." 

82. The Committee desired to know the percentage of acrylic fibre 
and waste wool found in the bales and the diiferenee in the Customs 
duty in the import of these two items. The Ministry of Finance 
(Department of Revalue) have furniwbed the following infQrmatloD 
in a written DOte:-

"As per the test results, the fonowing is the percentage of 
acryUc ftbre and wool COIltained in the consignments:-

s. UrI. No. Liae No. Tat Memo No. .... ,.:,r 01 PaceD .. 
No. ..... afWoiOI -~ IayIic 

• I 4" 5 6 

- f. 
l'rIajlj".,... lirniIIItl 

I laslll . ·S 8s!tlssfIa I 

Lab. No. 61'70 86·. IS'S 

11 a.sII. I. lss'I",. I 
Lab. No. 6got g6·s S'7 

3 8gefll . . 
" 

s,,/isoflSl r 
Lab. No. &go. , lB·. r.·6 
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• S 4 5 i 

4 813/81 14 SU/IM/h 1 

Lab. No, &gog 93'· 6,. 

5 884/81 , .fO 8U/SSJ/82 I 

Lab. No, 356 go'lt 9" 

6 88t-fBl 38 83315f8/82 1 

Lab, NO.3SO 95'5 40'S 

7 88fl81 S9 8331550/81 I 

Lab. No, 353 69,8 SO'· 

8 ,,/81 3.6 833/549182 I 

Lab. No. 359 99'0 9' I 

9 745181 , 1255 8331131'/81 J 
----
Lab, No, 6171 80'9 19' I 

GAndharv Trading & Ift.?,estmeat C01p07'CItion PriVAte Limited 

I 813/81 , II Ss3flu/8I I 

Lab No. 6975 97 J 

2 8g.I/81:, ~ S33/159/82 I 

Lab No, 69'f 95,6 3'. 

3 88tl81 37 533/552/82 1 

Lab No, 153 B 91'fl 7,8 

4 103/82 5 8SS/599/811 

Lab No. 309 ", I lIO', 

5 106/82 III 833/b/82 I 

Lab No. 319 9Il,8 ,." 
6 166182 19 833/600/8tl 1 

------
Lab N. 318 65'0 35'0 

7 166/82 30 833/601/82 I 

Lab No. po ag,' 10'12 

Rates oC duty : Wootlell Waste-53' 01/05 
Ncrtificatioll ./76 
Nil+s% AuK. +N'al CVD, 

Acrylic Fibre-56' ol/fIf 
100% +1I5%R.I. 30/-1tC. CVD." 
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63. Asked in regard to ~ action taken against each firm involved 
ia theBe tmporta, the MiDimy of FiDanc:e (Department of Revenue) 
have iDfonned as under in a written note:-

The details of goods adjudicated and fine/penalty imposed are 
given below:-

I.O.M. No. L. No. No.of Cirua1ne ItJlF AND PP@ 
balel in It.B. iD It.B. 

( I' (a) (3) (.) (5) 

MIs. PunjAb ProcUBors Ltd. 

74s111 !Z55 lSI 8.2'''' ~ ~  
8pfI1 33 lOll: 6.ts.081 64.soB 

8ItII1 s6 8g 6,21.1's 62,11, 

...,.1 39 711 ,,1I9.84t 

=) ..,.1 sa 85 6,!1f.149 .. ", 40 7' 3.900959 39><'96 
IlsIIl If if :J,f1,174 34>88, 

11111· 12 '·7 7t4l1.'Of 7 ... -30 . 

89tII. 33 loa 7,0f0033 70>403) 

MIs. GGftCiharv Tt'aclitag cmd Investment Co. Ltd. 

lii(tia aI ,I 

I'" III Sf 

liI(Ia SO 

aItIIl \ 

I.' 
losII- 5 

IIJII. .. 
191Z{8. 32 

• 1U'-RcdcaaptioD .·fiDe 

~  Per.alty 

7!Z 

12 

75 

34-
~  

IS 

StI' .. 74' 
51"." 

!ZMtd4i 24.4761 
.,,&.165: .': ~  \ 
9to6f2 9..s. ~ 

t 
6.0fM8 

~  11.61.745' . 1Z6,17·1 ... .... :. .. . ..... 
l,f5tf79 .- 14.547 ) -.. 

--

~ 

4SOOO 



64. The Committee wanted to know whether Customs Houses 
exa:m.me correspondence between the importer ad exporter to bd 
out the nature of the material imported and whether it was done in 
the cases detected by the Depa.rtment. In reply, the Secretary, Mini· 
stry of Finance (Department of Revenue) stated during evidence: 

''When there is an action taken against a firm, then we will 
certainly look into all correspondence ... We will have to 
look into the file." 

65. SuhMquently in a written note, the Ministry of Finance (De-
partment of Revenue) have furnished the following information: _ .. 

"Soon after the detection of the fact that the importers ~ 

ted to clear acrylic fibre in the guise of wool waste, the 
connected premises .at Bombay, Ludhiana and Calcutta 
were searched for incrimiDating documents. As a result 
Of the search certain documents were seized under Mahazar 
from their Ludhiana Office by DRI which inter alia con-
tained the correspondence between the importers and 
expOrters. The entire documents were examined in detan 
and these did not contain any incriminating evideDee. 
HoweverJ certain documents indicating the nature of the 
materials contained in the imported bales were recovered 
from an executive of the importers. These documents were 
relied upon in the ~  proceedings." 

66. EDquired about the di1ference ill the rate of import duty on 
wool waste and acrylic fibre, the witness replied that there was lot 
of difterence as acrylic fibre was very costly. 

frI. The Committee wanted to know whether because of the big 
dft!erence in duty, the import of acrylic fibre in the guise of wool 
waste were made through Madras Port. In reply the witness statad: 

'urhis type of imports have not only taken place from MadraS 
but also from Bombay aDd Delhi where the consignments 
have been coDflscated 11 duty at 10% instead of 140 per 

rt" cent is to be paid, then imPOrts can be made from any po . 

68. Asked about the action taken against those conniving in the 
matterJ the witnesS stated:-

A ..... ;"D 
"Action bas been taken where connivance was there. nAO-" 
has been taken in the earlier case." 



13 

69. The Committee pointed out that if something imported is 
costlier but is declared to be il'lferior then it will amount to over-
invoicing and more payment in foreign exchange. They wanted to 
know how the payment in excess of the declared one was made in 
the cases detected. by the Department. In reply, the Secretary, 
Ministry of Finance (Department of Revenue) stated during 
evidence: 

"That will require investigation ...... , There would be some 
arrangement for making payment." 

70. Asked about the result of the investigation, the Ministry 01 
Finance (Department of Revenue) have in a written note stated as 
under:-

"It h8s been seen from the Invoice-value register maintained 
in the Custom House that the price of AcryUc Fibre in 
the international market was around US$ 1.25 per Kg. 
This on the basis of the exchan'ge rate then ,in existence 
worked out to Rs. 10.07. The price of Wool Waste noticed 
at the relevant time was 7'0 pence per Kg. (U.K) or Rs. 
12.20 per Kg. The question of possible violation of exchange 
control regulations is being investigated." 

, 71. The Committee referred. to the news item appearing in the 
Times of India of 13 August, 1985 and wanted to know the details of 
the cases in which the raeket of importing synthetic fibres aDd wastes 
by misdeclaring it as woollen waste was unearthed by the Directorate 
of Revenue Intelligence. In a written note, the Ministry of Finance 
(Department of Revenue) have furnished the following information:-

"Pursuant to an intelligence received by the Directorate of 
Revenue lntelligence, 31 consignments declared as wool 
~  wool imported by different parties in July, 
1985 at the port of Bombay were examined. Two of these 
consignments imported by MIs. Deepak WooD.en (P) Ltd. 
Devas and MIs. Oriental Carpet Manufacturers India 
Limited, Amritsar were found to be wool waste as declar-
ed and were subsequently released. 27 consignments have 
been found not to tally with the description given by the 
imoorters. Particulars are furnished in the Annexure 
(Appendix I). In respect of the remaining two consign-
ments, SBDlDles are being re-tested by Bombay Custom 
House. Adjudication proceedincrs have already been 
iDltiated In respect of the aforesaid 27 ccmsigDlDPDts." 
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71. The Comm!ttee find that OswaJ WooDeD ~ LudbMDa ... 
Swastik Enterprises, Ludbiana bad imported 6 coasipmtwts of 
goods, describecl as wool waste, in October 197' ~  Madras 
port. The test reports in respeet of these eODsipmeDts indieated. that 
t1Ie goods were multi-eoJoured mass 01 fibre aDd yarn but did DO' 
dedare specifically whether the same were wool wute. Two out of 
these six cases wheN the wool COJIteDt was expressed 85 80.8% were 
however, OD retest IouDd to eoDtain ,9% .ud 98% wool uspeetively. 
Ia. two other eases where wool eODteDt was Dot eQreaed/dedand 
in the iDitiai test report, a test of the remDaDt sample discl.ed 
the wool eoateat to he 16%. The test reports did Dot spedftea1Jy 
indicate whether the imported. Coods were woollen waste but stated 
that tile claaifleatiQu of goods might be decided in the Ught of 
the pideliDes eoatamed in Board'. iDstrueti.,... of 1160. The goods 
were treated • wooDeD waste and II1Ibjeeted to auxiliary duty at 
5% ad valorem. Another CODSigDmeDt of pods described as wool 
waste imported ill October 197. by MIs. Oswal WooDen Mills, 
Lvdbj_. .... subjeded to Laboratory test by the Deputy Chief 
Chemist who reported that the S8IDPIe eoasiIted of &ee fibres of 
wool, acglomerated aDd untwisted. Be, however, did Dot eat_orise 
it u wool waste. Be sugested that the practice reprdiDc d .... ftea-
tiaa at other ports might be ascertained., whic:h .... DOt daDe. ()D 
the other baDd later the Deputy Chief Chemist, after taking iato 
aeCOUDt the views of the appraising poup, the price faetor aDd after 
diacusioas witIa the repreteDtatiVes of Importers, agreed that the 
pods in fI1IIJIItioa were 10ft waste aud that the samplea should he 
COIIIld..t _ wool waste . The Sixth CODSigDmeat of goods decribed 
_ wool waste which was also imported by MIl. Oswal Woollen 
Mll1s, LutDWm. bt. Oetober 1." was on test opmed u .UPtly soiled 
wool aDd Dot as wool waste by the Chemical EYammer. However, 
at the iDstaDee of Deputy Chief Chemist. a fresb represe8tative 
IIIIIIlple WIll drawn aDd OD nIteR the sample was stated as agglomera-
ted IDIII8 of ftbres alODgWith out lengths of roviDp ad lDDaJI amoaat 
of dall wbite fibns. It was, therefore, dedded to clasaify the 
,ooa as IICIIft waste of wool ad to aaeu It to auty .. woollen waste. 

'13. Three more CODSigDmmtIJ of goods described as wool wade 
which were bnported in February 1981 by M/I. Punjah ProceIIOI'5, 
New DeW were, OD test, Io1md to be eompoeed of 99.1% of woo) 
wIdeh did DOt 18tfsfy the defiDltiOD of wool waste. The ease ... 
Mjadlcated by Collector -..d it was decided that tke goods may be 
treated .. wool Abre aDd subjected to eastoms duty at 40% ad ... 



valorem plus auxili • ..,. duty at 5% is applicable to raw wooL The 
importers, however, filed. a revision application to the Board aud 
OD their instructions the goods were examined by the Chief OIemist. 
On the report of Chief Chemist it was finally deeided to dusify. it 
as wool waste. Five other eODsipments of wool waste ideatical 
as reprds description. price, fore_ ar'ler with the alonuid 3 
cues of Febl'1l.U)' 1181 were imported by M/-. PuDjab Proceuors 
in October aDd November 1981. In all these eases the wool eoDteDt 
I1UIpd from 84.8% of wool aDd these were treated as wool waste 
fOl' the parpoee of duty IIIMSSIIIeDt. 

7(, The Committee were informed that the raw wool obtained 
from sheep/Iamb a.taiDs wool peae, saiDt, e:uretioD and other 
extrMeoaa matters. The raw wool is eleaned first and thea eam-
biq and eartllDg eperatioDs are cIoDe. The w8ste obtained at this 
stap which is In the f ... of a ftltre is bOWD U toft waste. Subse-
quently the elean wool is woven into yam. The waste obtained at 
this stap is UoWD as hard waste and hard w.te eontains yam in 
eDtanped eoadltioD -* ftt for weavmg-or Imittinc, multicoloared 
heteropn .... and short in leacth. 

75. The aforesaid type of waste on import is referred to as 
wooD_ waste, WOOl waste or waste of wool by the GoVel'IlIIleat 
for the Parpole of IeV)' of ~  duty. WhiW eaatoms daty @4G% 
and a..,fiJi.,. duty @5% are levied OD woo1, ar1 ~  duty 

except avxlliNy dul7@5% is levied on wooUen waste, wool waste 
or wate of WOOl _ imports. AeeonIIq to the eriteria laid down 
by the Central Boud of Bmse " ea .... and ea1lDdaW in their 
iustruetioas iI8aed in the year 1_. the material imported will -
as.eued as woollen waste at die CODCeISiG1Ull rate ODIy when it 
CODIIata of free .... elippiDp, euttiDp etc. and aot ]0. lencths 
of yara or roviap ..... slivers. The wool ecmtent ezpressed as a 
PtfteatlWe of the total ftbre content should .ot he less than C8%. 

71. The Committee Ind that the various c:oDIP"Dies statiODed at 
Ludh1ana wen ImJlO'l'dac wooOea eoDSipments only throach 
Madras port. Dot OBIy from the year 1871 onwards but mueb before 
that also. The freipt rates from Loll .. to Bombay and London 
to Madras are almost the AIDe around US $1475 per full eontaiDelr 
load, but there Is a wide dlftereDCe in the Railway freight rates 
between Madras to Laclhlana and Bombay to Ladhlana whiC!h an 
aroaacI .... /-aDd ... 15/-per quintal respectively. Evea thoUlh 
the Import polley permits the importen to make Imports through 
any port ID Iadla ... certain companies are reported to be haviD&' 



infrastructure faeilities for cJear.ance at Madras port, the I'eII&ODS 
for mcll1'l'iDg aciditioDaJ expenditure to the tune of about Be. 30 per 
.• unitaJ on imports from Maclras are not comprehensible to the 
Committee. The eases of imports made by the sister concems 
Gi M./s. 0swaI Woolb Mills ~ MacIras port during the 
periocI October 1181 to Mareh 1982 wherein they had attempted to 
manipulate dearanc:e of acrylic fibre In the guise of wool wute 
eonfirms the apprehension 01 the Committee that imports made 
earlier also in the name of wool waste were not without ulterior 
motivatioDS. The fact of consistent imports by the parties of 
Ladbiana from Macltas port by iDeurrinc avoidable extra expenditure 
011 freight should have created a doubt justifying further en,Wries 
by Customs authorities and made them to put the consignments to 
thorough test as .. done in the case of. imports made during the 
periocI October 1981 to Mareb 1982 when the parties were found to 
have packed the goods in sueb a way that they contained synthetic 
material in the eore covered by a padd.1.lg of wool waste. The 
intentioas of makiJlg imports through Madras port only would have 
then not remained a matter of speculation; the real intentions were 
to im.-pon wool as wool waste and avoid paying the higher rate of 
duty. The Committee! cannot help recording their displeasure at 
the laxity on the part of the Customs authorities in not exercising 
the degree of vigilance and care expected of them in the discharge' 
of their duties. 

770 The Committee find that the Deputy Chief Chemist who 
initially suggested that the! practice regarding classification at other 
ports might be ascertained, discussed thel case with the appraiser and 
the representatives of the importe¥ and revised his opinion by 
agreeing to consider the sample as wool waste. His earlier sugges-
tion to ascertain the practice of classification at the other ports was 
not acted upon. That the sample which was initially foud OB 
test as raw wool was treated as wool waste subsequently lfy the 
Dy 0 Chief Chemist simply on the basis of his discussion with the 
importers and the appraiser cannot but arouse grave doubt!'; as to 
the correctness of the classification. In the opinion of the Committee 
tbe Dy. Cbief Chemist had no justification for reveniDg his opinion 
based on the test report of the laho.ratoryo In the eveat of any 
doubt arising in his mind after discussion with importer! and the 
alJ'P'I'aicer he ~  have referred the mattet-to the Chief Chemist 
The Committee would like the Ministn to state eaielroricaUy whether 
the action of the Dyo Chief Chemist Ia .reMtdnc __ iDloa In this 
mama_ without reeol1llDa' W. reasou for 10 do., WIt! justHletl. The 



:Committee recommeod. that fWlCtiOniDg of the Madras Cuto .... 
..House during the period when these transaetiou took p1aee should 
be thoroqhly examjned with a vielw to fix responsibility tor vuioua 
acts of omission and commission committed by the ollieers duriD& 
,this period and disciplinary action taken apiDst them. 

They would also like to be infomaed whether as lugested by the 
"»T. Chief CbelD.ist dons were made to ascertain the practice at 
other ports, and. if 10 what were the practice prevaiIiDg at other 

"POrts. .. 

78. The Committee find that at present there appears to· be no 
.)'Stem whereby the data about clasaifieation of goods described iden-
tically at diJferent ports is available at each port and at the Central 
"Board. The establislunent of such a date bank at every port would 
dearly be of great value. It would certainly ad as a cheCk 00 
malpractice besides ensuriDg uniformity of pradice. The Com-
"mittee would like to be informed of the action taken by Govern-
mmt on this luggestiO •. 

79. The Committee note that de&nite contracts are executed be-
tween the importers and exporters and the detlJik in reganI to tile 
-specifications of the goods, price and period etc. are contained tIlere-
in. In regard to the 16 consignmeilts of import referred to by tile 
"Audit, the Ministry of Finance (Deptt. of Revenue) have expressed 
their inability to ascertain from the Bills of Entry whether the ~ 

tracts entered into between the import.s and the foreign suppliers 
were examined by the assessing officer at the time of importation. 
"The Committee feel tbat such contracts should invariably be 
examined by the assessing officer at the time of classiftcation 01 
goods on the Bills of Entry filed by the importers for the clearance 
of the goods to ensure that the goods imported tally with the speci-
fications detailed the'l'ein and this fact should be recorded in the 
Bills of Entry. This will eliminate the chances of import of goods 
other than those contracted for. The Committee, recommend that 
. suitable instructions in this regard may be issued as early as possible. 

o 80. The Committee find that the Central Board of Excise and ~ 

tllms issued instructions on 4 February 1960 laying down the guide-
"lines for distinguishing woolleb waste from raw wool/wooDen fab-
o rics. TheBe guidelines for determination of wool waste 0 -provide that 
it lIihould consist of tlbres, cUppiags and cuttings etc. but not long 
"length of yarns or of rovlngs or slivers and t1uat the. percentage of 
wool content in the total &bre should not be less than 80 per cent. 
"The words 'long length' have, however, Rot been clarified anywhere 
to !;pecify the Umlt upto whidi the length of the ftbTtlS Qil be aIIow-
f'd as 'waste' and the Ihnit beyond which it should he treated as 
"1506LS-3. 
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wool. ~ Secretary, Ministry of FiDaDce (Deptt. of Revenue) ~  

tended ~ evidence that it was' aot possible to quantify the.. 
l.,...th as the yarn content in the waste can vary in cWlerent types. 
of waste and clarified that the inteotioa of me/ntion of 'long length' 
in the instructions was to signify that it should not be ~ of 
being used directly either for ~ or knitting. The Committee 
are unable to accept this ~  for Governments inability to· 
indicate the precise meaning to be attached to the expression "long 
length". The Committee desires that further eftorts be made by 
Government so as to eliminate different interpretations to be plac• 
ed on long length'. The Secretary, Ministry of Finance (Depart-
ment of Revenue) had in fact promised during evidence before the 
Committee in October 1985 to issue thei necessary guidelines. The 
Committee regret to find that no such guidelines have been issued 
so far. 

Sl. The Committee find that according to the prescribed proce-
dure for taking out samples from different packings the samples are 
required to be drawn not only from the outer periphery of the" 
package but also from various portions of each consignment includ-
ing the core portion in each package so as to be truly representative' 
samples of the goods imported. 

Having regard to different results obtained on testing and re-
testing of the samples the Committee inquired if the samples in 
respect of the consigaments imported in ~ years 1979 and 1981 had 
1Jeen drawn according to the prescribed procedure, t!rel Ministry 
of FiDance (Depft. of Revenue) replied that "it is not known 
wheth. samples were drawn, from outer periphery or from one point 
ollly". The Committee was astonished at this reply.' When a' 

procedure has been speeifieally prescribed, it is but assumed that 
it is scrupulously followed. The indefinitene6Js of the reply can only 
mean that the correct procedure for drawal of samples was not fol-
lowed. The Committee suggest that whea representative samples 
are sent by the Appraising Deptt. to the t8boratory, tbel method of 
dnwal of the sample should invariably be recorded on tJaei test 
..... 0. 

8Z. The Committee recommend that hereinafter tbe test reports 
on the S8IIIples of wool should spec:ify the nature! of the waste anef 
the products from which the wastes have arisen so as to enable the 
Assessing OfIleers to classify the wool waste correctly. 

83. The Committeet hd that MIs PoDja. ProcesS01'S Ltd. _d' 
M,ILGhandhary Tradinl' Co. (p) Ltd., New Deihl, lister ronrerns of 
MI" OnraJ WooIJee Mills Ltd. had tued 1. BiI1i of Eiatry for elear-



aee of goods ,from Madras port dedared as wool w.te duriDc the 
period Octo'" 1181 to March 1182. The Elxam;nation of the goods 
rft'ealed that the goods were packed in such a way that theJ. 
contaiDed ,synthetic material in the core covered by a padding of 
wool waste. The goods were detained and subsequent detailed 
examination in the ~  of the importers and the clearing 
agents revealed that the bales were packed, with loose layers of 
wool waste with press packed synthetic fibre material inside. The 
labopatory test of the samples drawn both from the outer paddiag 
and the inner core confirmed the weight of 80 per cent acrylic fibre 
in the core and 20 per cent of wool waste in the outer padding. The 
adjudication proceedings were! launched. against the importer and 
redemption fine of 10 per cent of the CIF value and personal penalty 
totalling Rs. 1,50,000 were imposed. The importers filed writ peti-
tions in thel Madras High Court against the order of the Collector of 
Customs, judgement on which "has been reserved by the Court after 
completing the hearing. The Committee would like to be apprised 
of the ~ of the Court and the action taken thereafter by the 
Government. ~ .. , .. 
84. The Committee observe that there is a wide diJferencc be-

tween the rates of dutieS on import of wool and wool waste which 
are 45 per cent and 5 per cent respectively. The Secretary, Minis-
try of Finance (Deptt. of Revenue) admitted. during evidence that 
"there is a temptation to import genuine fibres or genuine wool as 
wool waste bek:ause of the diff.ereace in import duties". He also 
admitted that this . duty structure is ad hoc and is not based on any 
scientific analysis. The Committee, therefore recommend that the 
Government should take great care in speeifying aeeurately the des-
cription of the item liable for eustoms duty so that the importer 
does not get a chance to substituting other items of a simBer des-
cription 1IIlder the guise of the item which is sabjeet to the lowest 
customs dufy. TbeI Committee, therefore, recommend that the Gov-
et'IIIDent should explore the possibility of restructuring the ~ in 
such a way that the temptation to evade higher duty is reducea to a 
minimum if not elimiDated altogether. 

NEW DELm; 
August 11, 1986 

Sravana-20, ~  

E. AYVAPU REDDY, 

Ch4inna.n, 

Public Accounts Committee. 

Note: The ~  note with ~  that in the last Budpt 
of 1988-87, Government have iDCl'eased the rates of customs 
duty on wool waste to 20 per cent ad valorem. 
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pe
ri
o
d 
et
c. 
ar
e 
c
o
nt
ai
ne
d 
t
he
re
i
n.
 I
n 

r
e
pr
d 
t
o 
t
he
 1
8 
co
ns
ig
n
me
nt
s 
of
 
i
m
p
or
t 
re
fe
rr
e
d 
t
o 
b
y 
t
he
 A
ud
it
, 

t
he
 M
i
ni
st
r
y 
of
 
Fi
na
nc
e 
(
De
pt
t. 
of
 
Re
ve
n
ue
) 
ha
ve
 
i
x
pr
es
se
d 
t
he
ir
 

i
na
b
Wt
y 
to
 a
sc
er
ta
i
n 
fr
o
m 
t
he
 B
il
ls
 
of
 
E
nt
r
y 
w
he
t
he
r 
t
he
 c
o
nt
ra
ct
s 

e
nt
er
e
d 
i
nt
o 
be
t
we
e
n 
t
he
 i
m
p
or
te
rs
 a
n
d 
t
he
 f
or
ei
gn
 
s
u
p
pl
ie
rs
 
we
re
 

e
xa
mi
ne
d 
b
y 
t
he
 a
ss
es
si
ng
 
of
fi
ce
r 
at
 
t
he
 t
i
me
 o
f 
i
m
p
or
ta
ti
o
n.
 
T
he
 

C
o
m
mi
tt
ee
 
fe
el 
t
ha
t 
s
uc
h 
c
o
nt
ra
ct
s 
s
h
o
ul
d 
i
n
va
ri
a
bl
y 
be
 
e
xa
mi
ne
d 

b
y 
t
he
 8
I8
el
Si
ng
 
of
fi
ce
r 
at
 
t
he
 t
i
me
 o
f 
cl
as
si
fi
ca
ti
on
 
of
 
go
od
s 
on
 
t
he
 

Bi
ll
s 
of
 
E
nt
r
y 
fi
el
d 
b
y 
t
he
 i
m
p
or
te
rs
 f
or
 
t
he
 c
le
ar
a
nc
e 
of
 
t
he
 g
oo
ds
 

t
o 
e
ns
ur
e 
t
ha
t 
t
he
 g
oo
ds
 
i
m
p
or
te
d 
ta
ll
y 
wi
t
h 
t
he
 s
pe
ci
fi
ca
ti
on
s 
de
-

ta
il
e
d 
t
he
re
i
n 
a
n
d 
t
hi
s 
fa
ct
 s
h
o
ul
d 
b
e 
re
c
or
de
d 
i
n 
th
e·
 Bi
ll
s 
of
 
E
nt
r
y.
 

T
hi
s 
wi
ll
 
el
i
mi
na
te
 
t
h
e 
ch
an
ce
s 
of
 
I
m
p
or
t 
of
 
go
od
s 
ot
he
r 
t
ha
n 
th
os
e 

c
o
nt
ra
ct
e
d 
fo
r. 
T
he
 
Co
m
mi
tt
ee
, 
re
c
o
m
me
n
d 
t
h
at
 s
ui
ta
bl
e 
i
ns
tr
uc
-

ti
o
ns
 I
n 
t
hi
s 
re
ga
r
d 
ma
y 
be
 
is
su
ed
 a
s 
ea
rl
y 
as
 
po
ss
ib
le
. 

T
he
 
C
o
m
mi
tt
ee
 
fi
nd
 
t
h
at
 t
he
 C
e
nt
ra
l 
B
oa
r
d 
of
 
E
xc
is
e 
a
n
d 
C
us
-

to
ms
 i
ss
ue
d 
i
ns
tr
uc
ti
o
ns
 o
n 
4 
Fe
br
ua
r
y 
19
60
 
la
yi
n
g 
do
wn
 
t
he
 g
ul
de
-

Ji
ne
s 
f
or
 
di
st
i
n
g
ui
s
hi
n
g 
wo
ol
le
n 
wa
st
e 
fr
o
m 
ra
w 
wo
ol
/
wo
ol
le
n 

fa
br
ic
s. 
T
he
se
 
gu
id
el
in
es
 
fo
r 
de
te
r
mi
na
ti
o
n 
of
 
wo
ol 
wa
st
e 
pr
o
vi
de
 

t
ha
t 
it
 s
h
o
ul
d 
co
ns
is
t 
of
 
fi
br
es
, 
cl
ip
pi
ng
s 
a
n
d 
c
ut
ti
n
gs
 
et
c. 
b
ut
 
n
ot
 

lo
ng
 l
e
n
gt
h 
of
 
y
ar
nt
!l
 
or
 
of
 
ro
vi
ng
s 
or
 
sl
i
ve
rs
 a
n
d 
t
ha
t 
t
he
 p
er
ce
nt
a
ge
 

of
 
wo
ol 
c
o
nt
e
nt
 
in
 t
he
 t
ot
al
 f
ib
re
 s
h
o
ul
d 
n
ot
 
be
 
le
ss
 t
ha
n 
60
 
pe
r 
ce
nt
 . 
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3 Fi
na
n
Cl'
 
(
De
pa
rt
me
nt 
of
 

Re
ve
nu
e)
 

4 

T
he
 
w
or
ds
 
'l
o
n
g 
le
n
gt
h'
 h
a
ve
, 
h
o
we
ve
r,
 
n
ot
 
be
e
n 
 c
la
ri
fi
e
d 
a
n
y
w
he
re
 

to
 s
pe
ci
f
y 
t
he
 l
i
mi
t 
u
pt
o 
w
hi
c
h 
t
he
 l
e
n
gt
h 
of
 
t
h
e 
fi
br
es
 
ca
n 
b
e 
al
-

l
o
we
d 
as
 
'
wa
st
e' 
a
n
d 
t
he
 l
i
mi
t 
be
y
o
n
d 
w
hi
c
h 
it
 s
h
o
ul
d 
be
 
tr
ea
te
d 
as
 

wo
ol.
 
T
he
 
Se
cr
et
ar
y,
 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
(
De
pt
t.
 
of
 
Re
ve
n
ue
) 

c
o
nt
e
n
de
d 
d
ur
i
n
g 
e
vi
de
nc
e 
t
h
at
 i
t 
wa
s 
n
ot
 
p
os
si
bl
e 
to
 
q
ua
nt
if
y 
t
h
e 

le
n
gt
h 
as
 
t
he
 y
ar
n 
c
o
nt
e
nt
 
i
n 
t
h
e 
wa
st
e 
ca
n 
va
r
y 
i
n 
di
ff
er
e
nt
 
t
y
pe
s 

of
 
wa
st
e 
a
n
d 
cl
ar
if
ie
d 
t
h
at
 ~

 
i
nt
e
nt
i
o
n 
of
 
me
nt
i
o
n 
of
 
'l
o
n
g 
le
n
gt
h'
 

i
n 
t
he
 i
ns
tr
uc
ti
o
ns
 
wa
s 
t
o 
si
g
ni
f
y 
t
h
at
 i
t 
s
h
o
ul
d 
n
ot
 
be
 
ca
pa
bl
e 
of
 

be
i
n
g 
us
e
d 
di
re
ct
l
y 
ei
t
he
r 
f
or
 
we
a
vi
n
g 
or
 
k
ni
tt
i
n
g.
 
T
he
 
C
o
m
mi
tt
ee
 

ar
e 
u
nl
l
bl
e 
t
o 
ac
ce
pt
 
t
hi
s·
 e
x
pl
a
na
ti
o
n 
f
or
 
G
o
ve
r
n
me
nt
s 
i
na
bi
li
t
y 
t
o 

i
n
di
ca
te
 t
he
 p
re
ci
se
 
me
a
ni
n
g 
t
o 
b
e 
at
ta
c
he
d 
t
o 
t
he
 e
x
pr
es
si
o
n 
"l
o
n
g 

le
n
gt
h"
. 
T
he
 
C
o
m
mi
tt
ee
 
de
si
re
s 
t
h
at
 f
ur
t
he
r 
ef
f
or
ts
 
be
 
m
a
d
e 
by
 

G
o
ve
r
n
me
nt
 
so
 
as
 
t
o 
el
i
mi
na
te
 
di
ff
er
e
nt
 
i
nt
er
pr
et
at
i
o
ns
 
to
 
be
 
t 

pl
ac
e
d 
o
n 
'l
o
n
g 
le
n
gt
h'.
 
T
h
e 
Se
cr
et
ar
y,
 
Mi
il
is
tr
y 
of
 
Fi
na
nc
e 
(
D
e-

pa
rt
me
nt
 
of
 
Re
ve
n
ue
) 
h
a
d 
i
n 
fa
ct
 
pr
o
mi
se
d 
d
ur
i
n
g 
e
vi
de
nc
e 
be
f
or
e 

t
he
 
C
o
m
mi
tt
ee
 
i
n 
Oc
t
o
be
r 
19
85
 
to
 
is
S
Ue
 
t
he
 
ne
ce
ss
ar
y 
g
ui
de
li
ne
s.
 

T
he
 
C
o
m
mi
tt
ee
 
r
e
gr
et
 
t
o 
fi
nd
 
t
h
at
 n
o 
s
uc
h 
g
ui
de
li
ne
s 
ha
ve
 
be
e
n 

is
s
ue
d 
so
 
fa
r. 

T
he
 
C
o
m
mi
tt
ee
 
fi
n
d 
t
h
at
 a
cc
or
di
n
g 
to
 t
he
 p
re
sc
ri
be
d 
pr
oc
e
d
ur
e 
f
or
 

ta
ki
n
g 
o
ut
 
sa
m
pl
es
 
fr
o
m 
di
ff
er
e
nt
 
pa
c
ki
n
gs
 
t
h
e 
sa
m
pl
es
 
ar
e 
re
q
ui
re
d 

t
o 
be
 
dr
a
w
n 
n
ot
 
o
nl
y 
(r
o
m 
t
h
e 
o
ut
er
 
pe
ri
p
he
r
y 
of
 
t
he
 p
ac
ka
ge
 
b
ut
 

al
so
 
fr
o
m 
va
ri
o
us
 
p
or
ti
o
ns
 
of
 
ea
c
h 
c
o
ns
i
g
n
me
nt
 
i
nc
l
P
di
n
g 
t
h
e 
c
or
e 

p
or
ti
o
n 
i
n 
ea
c
h 
pa
c
ka
ge
 
so
 
as
 
t
o 
be
 
tr
ul
y 
re
pr
es
e
nt
at
i
ve
 s
a
m
pl
es
 
of
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d
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-
d
o
-

t
he
 g
oo
ds
 
i
m
p
or
te
d.
 
Ha
yi
n
g 
re
ga
r
d 
t
o 
di
ft
er
e
nt
 
re
s
ul
ts
 

~
 O
D 

te
s
Un
g 
a
n
d 
r
et
e
at
l
n,
 o
f 
t
h
e 
sa
m
pl
es
 
t
he
 C
o
m
mi
tt
ee
 
i
n
q
ui
re
d 
if
 t
he
 

sa
m
pl
es
 
i
n 
re
s
pe
ct
 
of
 
t
h
e 
c
o
ns
i
g
n
me
nt
s 
i
m
p
or
te
d 
i
n 
t
he
 y
ea
rs
 
19
'1
9 

a
n
d 
19
81
 
ha
d 
be
e
n 
dr
a
w
n 
ac
c
or
di
n
g 
to
 t
he
 p
re
sc
ri
be
d 

~
 
t
he
 

Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
(
De
pt
t.
 
of
 
Re
ve
n
ue
) 
re
pl
ie
d 
t
h
at
 
"i
t 
is
 
n
ot
 

k
n
o
w
n 
w
he
t
he
r 
sa
m
pl
es
 
we
re
 
dr
a
w
n 
fr
o
m 
o
ut
er
 
pe
ri
p
he
r
y 
or
 
fr
o
m 

o
ne
 
p
oi
nt
 
o
nl
y"
. 
T
he
 
C
o
m
mi
tt
ee
 
wa
s 
as
t
o
ni
s
he
d 
at
 
t
hi
s 
re
pl
y.
 

W
he
n 
a 
pr
oc
e
d
ur
e 
ha
s 
be
e
n 
sp
ec
if
ic
al
ly
 
pr
es
cr
i
be
d,
 
it
 i
s 
b
ut
 
as
s
u
me
d 

t
ha
t 
it
 i
s 
sc
r
u
p
ul
o
us
l
y 
fo
ll
o
we
d. 
T
he
 
i
n
de
6
ni
te
ne
ss
 o
f 
t
he
 r
e
pl
y 
ca
n 

o
nl
y 
me
a
n 
t
h
at
 t
h
e 
c
or
re
ct
 
pr
oc
e
d
ur
e 
fo
r 
dr
a
wa
l 
of
 
sa
m
pl
es
 
wa
s 
n
ot
 

fo
ll
o
we
d. 
T
he
 
C
o
m
mi
tt
ee
 
s
u
g
ge
st
 
t
ha
t 
w
he
n 
re
pr
es
e
nt
at
i
ve
 s
a
m
p
1
6 

ar
e 
se
nt
 
b
y 
t
he
 A
p
pr
ai
si
n
g 
De
pt
t.
 
t
o 
t
he
 l
a
b
or
at
or
y,
 t
he
 m
et
h
o
d 
of
 

dr
a
wa
l 
of
 
t
he
 s
a
m
pl
e 
s
h
o
ul
d 
i
n
va
ri
a
bl
y 
b
e 
re
c
or
de
d 
on
 
t
he
 
te
st
 

me
mo
. 

T
he
 
C
o
m
mi
tt
ee
 
re
c
o
m
me
n
d 
t
h
at
 h
er
ei
na
ft
er
 
t
he
 
te
st
 r
e
p
or
ts
 
on
 
~
 

t
he
 s
a
m
pl
es
 
of
 
wo
ol
 
s
h
o
ul
d 
s
pe
ci
f
y 
t
he
 n
at
ur
e 
of
· 
t
he
 w
as
te
 
a
n
d 
t
he
 

pr
o
d
uc
ts
 
fr
o
m 
w
hi
c
h 
t
he
 w
as
te
s 
ha
ve
 
ar
is
e
n 
so
 
as
 
to
 e
na
bl
e 
t
he
 A
s-

se
ss
i
n
g 
Of
fi
ce
rs
 
t
o 
cl
as
si
f
y 
t
he
 
wo
ol 
wa
st
e 
co
rr
ec
tJ
y. 

T
he
 
C
o
m
mi
tt
ee
 
fi
nd
 
t
h
at
 M
Is
 
P
u
nj
a
b 
Pr
oc
es
s
or
s 
Lt
d 
o
n
d 
MI
s 

G
ha
n
d
ha
r
y 
Tr
a
di
n
g 
Co
. 
(
P)
 
Lt
d.
, 
Ne
w 
De
l
hi
, 
si
st
er
 
c
o
nc
er
ns
 
of
 

MI
s 
Os
wa
l 
W
o
ol
le
n 
Mt
ll
a 
Lt
d.
 
ha
d 
fl
ie
d 
18
 
Bi
ll
s 
01
 
E
nt
r
y 
f
or
 

cl
ea
ra
nc
e 
of
 
go
od
s 
fr
o
m 
Ma
dr
aa
 
p
or
t 
de
cl
ar
e
d 
as
 
wo
ol 
wa
st
e 
d
ur
i
n
g 

t
he
 p
er
i
o
d 
Oc
t
o
be
r·
 
19
81
 
t
o 
Ma
rc
h 
19
82
. 
T
he
 
e
xa
ll
lt
na
ti
o
n 
of
 
t
he
 

go
od
s 
re
ve
al
e
d 
t
ha
t 
t
h
e 
go
od
e 
we
re
 
pa
c
ke
d 
i
n 
s
uc
h 
a 
wa
y 
t
h
at
 t
he
y 

c
o
nt
ai
ne
d 
s
y
nt
he
ti
c 
ma
te
ri
al
 
i
n 
t
he
 c
or
e 
c
o
ve
re
d 
b
y 
a 
p
a
d
di
nl
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---
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---
---

---
---

---
---

---
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---
---

---
---

---
---

---
---

-

Fi
na

nc
e 

(D
ep

ar
tm

en
t o

f 
R

ev
en

ue
) 

of
 w

oo
l 

w
as

te
. 

Th
e 

go
od

S 
w

er
e 

de
ta

in
ed

 a
nd

 s
ub

se
qu

en
t 

de
ta

ile
d 

ex
am

in
at

io
n 

in
 t

he
 p

re
se

nc
e 

of
 t

he
 i

m
po

rt
er

s 
an

d 
th

e 
cl

ea
rin

g 
ag

en
ts

 r
ev

ea
le

d 
th

at
 t

he
 b

al
es

 w
er

e 
pa

ke
d 

w
ith

 lo
os

e 
la

ye
rs

 o
f 

w
oo

l 
w

as
te

 w
ith

 p
re

ss
 p

ac
ke

d 
sy

nt
he

tic
 f

ib
re

 m
at

er
ia

l i
ns

id
e.

 
Th

e 
la

bo
ra

-
to

ry
 t

es
t 

of
 t

he
 s

am
pl

es
 d

ra
w

n 
bo

th
 f

ro
m

 t
he

 o
ut

er
 p

ad
di

ng
 

an
d 

th
e 

in
ne

r 
co

re
 c

on
fir

m
ed

 t
he

 w
ei

gh
t 

of
 8

0 
pe

r 
ce

nt
 a

cr
yl

ic
 f

ib
re

 i
n

 
th

e 
co

re
 a

nd
 2

0 
pe

r 
ce

nt
 o

f 
w

oo
l 

w
as

te
 in

 t
he

 o
ut

er
 p

ad
di

ng
. 

Th
e 

ad
ju

di
ca

tio
n 

pr
oc

ee
di

ng
s 

w
er

e 
la

un
ch

ed
 a

ga
in

st
 

th
e 

im
po

rt
er

 
an

d 
re

de
m

pt
io

n 
fin

e 
of

 1
0 

pe
r 

ce
nt

 o
f 

th
e 

C
IF

 v
al

ue
 a

nd
 p

er
so

na
l p

en
al

ty
 

to
ta

lli
ng

 R
s. 

1,
50

,0
00

 w
er

e 
im

po
se

d.
 

Th
e 

im
po

rt
er

s 
fil

ed
 w

ri
t 

pe
ti-

tio
ns

 i
n'

 t
he

 M
ad

ra
s 

H
ig

h 
C

ou
rt 

ag
ai

ns
t 

th
e 

or
de

r 
of

 t
he

 C
ol

le
ct

or
 

of
 C

us
to

m
s, 

ju
dg

em
en

t 
on

 w
hi

ch
 h

as
 b

ee
n 

re
se

rv
ed

 b
y 

th
e 

C
ou

rt
 

af
te

r 
co

m
pl

et
in

g 
ih

e 
he

ar
in

g.
 

Th
e 

C
om

m
itt

ee
 w

ou
ld

 
lik

e 
to

 
be

 
ap

pr
is

ed
 o

f 
th

e 
or

de
r 

of
 t

he
 C

ou
rt

 a
nd

 t
he

 a
ct

io
n 

ta
ke

n 
th

er
ea

ft
er

 
by

 t
he

 G
ov

er
nm

en
t. 

Th
e 

C
om

m
itt

ee
 o

bs
er

ve
 t

ha
t 

th
e.

re
 i

s 
a 

w
id

e 
di

ff
er

en
ce

 b
et

w
ee

n 
th

e 
ra

te
s 

of
 d

ut
ie

s 
on

 i
m

po
rt

 o
f 

w
oo

l 
an

d 
w

oo
l 

w
as

te
 w

hi
ch

 a
re

 4
5 

. p
er

 c
en

t 
an

d 
5 

pe
r 

ce
nt

 r
es

pe
ct

iv
el

y.
 

T
he

 S
ec

re
ta

ry
, 

M
in

is
tr

y 
of

 
Fi

na
nc

e 
(D

ep
tt.

 o
f 

R
ev

en
ue

) 
ad

m
itt

ed
 d

ur
in

g 
ev

id
en

ce
 th

at
 ·

'th
er

e 
is

 
a 

te
m

pt
at

io
n 

to
 i

m
po

rt
 g

en
ui

ne
 f

ib
re

s 
or

 g
en

ui
ne

 w
oo

l 
as

 w
oo

l w
as

te
 

be
ca

us
e 

of
 t

he
 d

if
fe

re
nc

e 
in

 i
m

po
rt

 d
ut

ie
s"

. 
H

e 
al

so
 a

dm
itt

ed
 t

ha
t 

th
is

 d
ut

y 
st

ru
ct

ur
e 

is
 a

d 
ho

c 
an

d 
is

 n
ot

 b
as

ed
 o

n 
an

y 
sc

ie
nt

ifi
c 

an
al

ys
is

. 
Th

e 
C

om
m

itt
ee

, 
th

er
ef

or
 r

ec
om

m
en

d 
th

at
 

th
e 

G
ov

er
n-

m
en

t 
sh

ou
ld

 t
ak

e 
gr

ea
t 

ca
re

 in
 s

pe
ci

fy
in

g 
ac

cu
ra

te
ly

 t
he

 d
es

cr
ip

tio
n 

:t 



of
 t

he
 it

em
 li

ab
le

 fo
r 

cu
st

om
s 

du
ty

 s
o 

th
at

 th
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