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INTRODUCTION 

I, the Chairma~ of the Public Accounts Committee, as authorised by 
the Committee, do present on their behalf this Hundred and Seventy-
Second Report of the Public Accounts Committee on paragraph 14(ii) 
(Remissions and Abandonment of Cu6tOms Revenue-Imports of Ethyl 
Alcohol) of the Report of the Comptroller and Auditor General of India 
for the year 1972-73, Union Government (Civil), Revenue Receipts, 
Vol. I, Indirect Taxes, relating to Customs Receipts. 

2. The Report of the Comptroller and Auditor General of India for the 
year 1972-73 Union Government (Civil>, Revenue Receipts, Vol. I, 
Indirect Taxes, relating to Customs Receipts was laid on the Table of the 
House on the 8th May, 1974. The Committee examined paragraph 14(ii) 
of the Audit Report relating to Remissions and Abandonment of Customs 
Revenue-Imports of Ethyl Alcohol at their 'sittings held on the 12th July, 
1974 (FN), 12th July, 1974 (AN), 24th September, 1974 (AN) and 
21st November, 1974. This Report was considered and finalised by the 
Committee at their sitting held on the 29th April, 1975 (AN). Minutes 
of the sittings form Part II * of the Report. 

3. A statement showing the summary of the main conclusions/recom-
mendations of the Committee is appended to the Report (Appendix X). 

.. For facility of reference these have been printed in thick type in the body 
of the Report. 

4. The Committee place on record their appreciation of the assistance 
rendered to them in the examination of the Audit Report by the Comptrol-
ler and Auditor General of India. 

5. The Committee would also like to express their thanks to the officers 
of the Ministries of Finance (Department of Revenue and Insurance), 
Petroleum and Chemicals (Department of Fertilizers and Chemicals) and 
Commerce (State Trading Corporation) for the cooperation extended by 
them in giving information to the Committee. 

NEW DELHI; 
April 30, 1975. 

-~~=:--

Vaisakho 10, 1897 (S). 

JYOTIRMOY BOSU, 
Chairman, 

Public Accounts Committee. 

*Not printed (One cyc10styled copy laid on the Table of the House and 
five copies placed in the Parliament Library). 

(v) 



REPORT 

RemissioDi and Abandoament OIl CustOlDS Reveaue 

Audit Paragraph. 
1.1. During the year 1972-73, a total of 315 exemptions were issued 

under Section 25 (2) of the Customs Act, J 962 by the Central Government, 
having revenue effect ·of Ris. 2,41,69,25,312.· Of these in 148 cases· 
involving exemptions in each case exceeding Rs. 10,000 the revenue 
foregone amounted to Rs. 2,41,65,05,019.· 

[Paragraph No. 14(ii) of the Report of the Comptroller and Auditor 
General of India for the year 1972-73, Union Government (Civil). 
Revenue Receipts-Volume I-Indirect Taxes]. 

] .2. The Audit paragraph lists out the amount granted as exemption 
from Customs Duty, under Section 25(2) of the Customs Act, 1962, in 
favour of individuals. Section 25(2) of the Act reads as follows: 

"If the Centrfll Government is satisfied that it is necessary in the 
public interest so to do. it may, by special order in each case, 
exempt f!'Om the payment of duty, under circumstances of an 
exceptional nature t. be stated in such order, any goods on 
which duty is leviable." 

1.3. Compared to the net customs revenue of Rs. 857 crores realised 
during J 972·73, the exemptions from duty granted in individual cases 
amounting to Rs. 241.69 crores constitute a sizeable percentage (about 
28 per cent) and the Committee were informed by Audit that out of the 
amount of Rs. 241.69 crores, Rs. 232.19 crores represented the duty 
foregone in respect of two cases of imports of ethyl alcohol covered by 
two exemption orders No. 248 dated 5th July J 972 and No. 727 dated 
18th December 1972. 

1.4. However, since the figures of exemptions from duty granted during 
1972-73, furnished by the Ministry of Finance to Audit, were stated to be 
provisional, the Ministry were requested, on 30th May 1974, by the Com-
mittee to furnish the final figures of exemptions. Only an interim reply 
dRted the 20th June 1974 was received from the Mi.nistry requesting for 
extension of time for furnishing the requisite information, wnerein the 
Ministry had stated: 

"The final figures are under verification in consultation with the 
Collectors of Customs and the same will be furnished as eoarly 
as possible." 

·Figures provisional. 
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1.5. Subsequently, during the course of oral evidence, the Committee 

desired to kDow how exempti~s from duty amounting to Rs. 241.65 
crores had been allowed only in 148 cases. The representative of the 
Central Board of Excise and Customs stated:-

"This figure of Rs. 241 crores is due to error in the calculation on 
the part of the Collector of Customs, Calcutta while reporting 
the extent of duty foregone in respect of certain imports of 

ethyl alcohol. He has calculated wit.i reference to the duty on 
potable alcohol, whereas the duty lost should have been calculat. 
ed at the rate for denatured alcohol, i.e., industrial alcohol 
There are two different rates. In the case of potable alcohol, 
the basic customs duty is Rs. 60 per litre. That is why we 
have not confirmed the figure. We are trying to get fuller 
details. The figure is about Rs. 1.57 crores against Rs. 241 
crores." 

He also added later:-

"The figure was Rs. 1.74 crores." 

1.6. Since the reply to the Audit paragraph would have presumably 
been vetted at high level. the Committee desired to know whether the dis-
crepancy in the paragraph had been examined and action taken to rectify 
the defective figures. The representative of the Central Board of Excise 
and Customs stated:-

"In the draft Audit para, the figures that were set out were the 
figures that were collected by the Collectors of Customs con-
cerned, with regard to each one of the ad hoc exemptions that 
we had issued from time to time. In these ad hoc exemptions, 
we naturally do not indicate the loss tltat has actually been 
taken into account at the time of passing the order on our file." 

He further deposed:-

"I will try to explain how this happened. Now, this particular para 
did not come to us as a draft Audit para. The CAG's office 
wanted information from us about the number of ad- hoc exemp-
tion orders issued ood the extent of the duty foregone. This 
is a detailed information which we had to collect from the field 
formations. The information was furnished to the office of the 
C & AG along with a demi-official letter addressed by the Under 
Secretary concerned in reply to a telephone message received 
from the C .:k AG's office on the. 3rd April. - .... The first 
figure was Rs. 241 crores odd; that is Rs. 241,69,25,312, and 
in respect of 148 cases, it was Rs. 241,65,05,019. This was 
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how this information was furnished and has formed tbe material 
for the particular para." 

Thc demi-oflicial lettcr dated 3rd April, 1974 from the Under Secretary, 
Ministry of Finance (Department of Revenue and Insurance) to the C&AG's 
office and the subsequent Office Memorandum No. 467/15 !73-Cus. V 
dated the 9th May, 1974 issued in this connection are reproduced in 
Appendix I. 

1.7. The Committee desired to know the procedure followed by the 
Ministry of Finance in furnishing information desired by Audit and whether 
the Ministry had pointed out the discrepancy in figures before the Audit 
paragraph was finalised. The Director of Receipt Audit stated:-

"The procedure in relation to such statistical paragraphs is like 
this. Whenever we want information on arrears of t-axes or 
exemptions issued, in order to have agreed figures, we ask the 
Ministry to coUect and give them every year. It is the stand-
ard, agreed procedure. On that basis, on the 8th March, 1974, 
we addressed a letter to the Ministry. It was not a telephone 
conversation. The impression was created as if some ad hoc 
COllllltunication took place. It is incorrect. On the 8th March, 
1974, we issued a letter to the Ministry aSking them to submit 
the names of persons, the articles imported and the customs 

duty involved in each case in respect of the exemptions issued 
during the year 1972-73. In reply thereto, on the 15th March, 
1974, their Under Secretary wrote a letter: 'Kindly refer to your 
letter; tbe statement mentioned is being prepared and will be 
forwarded shortly'. 

So, they had time to prepare and We find they were prepared. They 
did not send them to us, till the Audit para went to the press. 
Therefore, we reminded them on the telephone.' The telep.1o-
nic wnversation is not the origin of the report. It is only a 
reminder. After being reminded on the 9th May 1974-it was 
not in April-they sent a letter saying ' .... The Under Secre-
tary is directed to enclose herewith the statement showing the 
names, the articles imported, the customs duty involved .... ' 
etc. Here is a statement running to several pages in which, 
at page 8, we get the complete details in respect of Alkali 
Chemical Corporation Rs. 50 lakhs, Rs. 27 hlkhs and so on. 
The break-up is given for all these parties. In terms of this 
letter which has been sent to us after getting the time [rom. 
us saying that it is being prepared, We can only conclude that 
this is the correct figure. Even then when they said fUrther 
information was collected, we s-aid 'for that matter we treat 



4 

it as provisional'. Their statement now is that in view of the 
telephone cOllversation some hurried statement was being sent 
to us. No such impression emerges on our file." 

The Chairman, Central Board of Excise and Customs added:-

"He (the Director of Receipt Audit) has summed up the position 
correctly. He is right in s-aying that this kind of data is coneet-
ed every year in the form of statistical data. That is precisely 
what has happened. This particular Under Secretary treating 
that this was some statistical data decided to issue that letter 
without it having gone upwards as it ought to have gone. The 
sum total of the matter is: some figures came from the Collec-
tors and they were treated as a statistic-al compilation and 
were sent by Under Secretary to Audit. We are sorry for it; 
we have already taken note of it." 

1.8. In reply to a question whether the correctness o'f the figures re-
ported to Audit on the basis of information received from the field forma-
tions are not checked by the Ministry on the basis of records maintained 
of exemptions given, since the Ministry, as the authority for granting 
exemptions, would be in possession of the revenue effect of such exemp-
1ions, the Chairman, Central Board of Excise and Customs stated:-

" .... about the quantity, only the Customs Officers would know the 
figures." 

1.9. In respect of the procedure followed for reporting the figures to 
Audit, the Ministry also stated in !l written reply furnished to the Com-
mittee as follows:-

"Statements giving details of exemption orders and the duty foregone 
in respect of each case are submitted by the Collectors of 
Customs and Central Excise to the Ministry. The Ministry 
then collates all this information furnished by the Collectors 
and forwards a consolidated statement to the Audit. Entries 
in this statement are not checked for correctness while forward-
ing to tthe Audit. In fact, it is not feasible for the Ministry 
to check the correctness of the figures reported by the con-
cerned Collectors as it would involve calling for a large nwnber 
of documents and their scrutiny in respect of each and every 
entry in the statement. The Ministry assumes that the figures 
of revenue foregone have been correctly worked out by the 
concerned field formations and it forwards the figures to the 
Audit after consolidation. The above procedure was broadly 
followed in this case also. Suitable instructions are also being 
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issued to field formations so that they compute accurately the 
figures of revenue foregone." 

1.10. The Committee desired to know whether -any action was laken to 
confirm or deny the figures included in the Audit Report when the Audit 
Report was presented and when this mistake came to the notice of the 
MiDistry of Finance and the action taken thereafter. In a written reply 
furnished to the Committee, the Ministry of Finance stated:-

"1be Audit Report was presented before the Lok Sabha on 8th 
May, 1974 and was received in the Ministry around the 23rd 
May, 1974. 

After receipt of the Audit Report in the Ministry, para 14(ii) was 
examined. Out of the figures of Rs. 241.69 crores indicatillg 
the revenue foregone in respect of ad hoc exemption orders, 
Rs. 232.19 crore~ related to the two ad hoc exemption orders 
No. 248 dated 5th July, 1972 and 727 dated 18th December, 
1972 on imports of Ethyl Alcohol for industrial use in West 
Bengal. As prima facie the revenue foregone as reported by 
the Custom House, Calcutta in respect or these two exemptioo 

orders appeared to 'be abnormal, the correctness of the figures 
reported was examined closely in consultation with the CoIIec-
tor of Customs, Calcutta. 

It came to light that in reporting the figures, the Custom House 
concerned had calculated the extent of revenue foregone by 
applying the rate of duty a'pplicable to undenatured spirit, like 
brandy. gin, whisky, etc. falling under item 22(4)(a) to the 
entire quantity of alcohol imported; certain calculation mistakes 
had also been m-ade while reporting the figures. As considera-
ble portion of the total quantity of imported alcohol had been 
dmatured before release to the user industries, it appeared that 
the figure of revenue forgone, reported by Calcutta Custom 
HOUSe did not represent the correct position. As a result, time 
was taken to recheck the figures 'and verify several facts rele-
vant to the determination of the arnaunt of duty foregone and 
also in getting proper classification on various related issues. 
Enquiries had also to be made from the State Government to 
ascert9in various details in respect of the imported alcohol 
which was denatured and cleared." 

1.11. As pointed out in paragraph J.5 above, the representative of the 
Central Board of Excise and Customs had stated during evidalce that tht" 
dUty foregone on the imports of ethyl alcohol was about Rs. ] .57 crotes. 
Since the difference between the figures in the Audit Report and those 
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furnished during evidence was considerable and the, final figures had not 
been furnished by the Ministry either in reply to the advance questionnauc 
of the Committee or during earlier evidence, the Committee desired to 
know when this new fact came to the notice of the Ministry and wby a 
confirmed reply had not been given earlier, if the Ministry had been 
certain of the immediate effect of the exemptions granted. The represen-
tative of the Central Board of Excise and Customs then stated:-

"The final report of the Collector is actually a telegram which has 
come to me just now." 

The contents of the telegram were asked to be rcad out fully by the Com-
mittee:-

"Telegram from the Collector of Customs, Calcutta, to the Deputy 
Secretary, Mr ....... : 'Refer your telex dated 8th July, 1974 
iSSued from file No... etc. The amount of duty foregone cal-
culated under item 22(6) plus regulatory duty on the entire 
quantity of ethyl alcohol imported under ad hoc exemption 
orders'-two orders-'is Rs. 1.57,20,07,978'." 

The representative of tlhe Central Board of Excise and Customs was also 
asked to read out the telex message in response to which this telegram was 
received. He stated:-

"The telex was issued to ...... Collector, Customs, Calcutta. It 
reads like this: 'Reference your number .... regarding ethyl 
alc0hol illlpm"ted under ad hoc exemption orders ion 1972-73. 
Please intimate the amount of duty foregone calcw'ated under 
item 22(6) leT plus regulatory duty on the entire quantity 
of ethyl alcohol imported under cover exemption under number 
727172 dated 18th December, 1972. Please intimate the figure 
by return telex positively'." 

Copies of all correspondence exchanged between the Central Board 01 
Excise and Customs and the Collector of Customs, Calcutta in this regard, 
furnished by the Ministry of Finance to the Committee are reproduced in 
Appendix II. 

1.12. Since the telegram from the Collector of Customs, Calcutta was 
stated to have been received only then (on 12th July, 1974), the Commit-
tee desired to know how the duty foregone was stated earlier to be 
Rs. 1.74 crores. The representative of the Central Board of Excise 'alld 
CU!ltoms stated:-

"The amo'unt of Rs. 1.74 crores, we had said was the duty foregone 
calculated at the time we had given the ad hoc exemptions." 
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He clarified further:-

"The figure of Rs. 1.74 crores, I would clarify, was the duty fore-
gone, drat was set out in the summary put up by us while tak-
ing orders." 

1.13. The Committee desired to be furnished with the copies of the 
Ministry's notes relating to the grant of exemptk'Cl! on ethyl alcohol im-
ported in West Bengal during 1972-73. Copies of the relevant notes fur-
nished to the Committee by the Ministry of Finance, relating to the issue 
of exemption notifications No. 248 dated 5th July, 1972 and No. 727 
dated 18th December, 1972 are reproduced in Appendix: III. 

1.14. The Committee also desired to know the rates of customs duty 
on various kinds of alcohol. The Ministry of Finance stated in a written 
reply furnished to the Committee:-

"The alcohol falls \onder two item of the I.C.T. viz. 

(i) item 22(4)(a) leT and (ii) 22(6) Icr. The description of the 
tariff items and the rate of duty applicable during the relevant 
period of 1972-73 are reproduced below:-

Item Name of Article Nature 
of duty 

;U(4) Spirits (other Revenue 
than denatured 
spirit) 

(a) Brandy, gin, 
whisky and 
other sorts of 
spirits nat 
otherwise spe-
cified, includ-
iog wines con-
taining more 
than 42 per 
cent of proof 
spirit. 

:u(6) D:natured spirit Revenue 

Standard 
rate of 

duty 

Preferential 
rate of duty 
if the urticle 

is the produce or 
manufacture of 

The A. 
United British Burma. 

Duration ot pro-
tective 
rate of 

duty 

Kingdom colony 

Rs. 60'00 
per litre 

or 200 
per cent 
ad valorem 
whichever 
is higher 

60 percent 
ad l,a/orem. 

The rate 
at Which 

excise 
duty i. 
leviable 
at the 
~lace of 
unporta-
tion. 

Free 

Undenatured spirit falls under item 22 (4)( a) and denatured spirit 
falls 'under item 22(6) Icr. 
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In terms of exemption notification No. 84-Customs dated 5th Sep-
tember, 1970, Methyl Alcohol and Isoprophyl Alcohol when 
imported into India, are exempted from so much of the duty of 
customs including the additional duty, if any1eviable thereon 
as ill excess of 60 per cent ad valorem. 

In terms of Notification No. 85-Customs dated 5th September, 1970, 
the Isoprophyl AlcOhol when imJf>rted into India and used for 
industrial and research purposes is exempted from so much of 
the duty of Customs including additional duty, if any, levia-
ble, as is in excess of 60 per cent nd valorem provided that 
either the process of manufacture of the produce in which the 
said alcohol is to be used is conducted in bond in accordance 
with such conditions as may be prescribed in this be'half by the 
Asstt. Collector of Customs, or the said alcohol on importation 
is stored in a bonded warehouse and issued from bond in such 
small quantities and subject to such conditions as may be 
decided by the said Asstt. Collector of Customs. 

Goods falling under item 22(4)(a) of the ICT are assessable, in 
addition to Basic Duty specified above, to additional (c.v.) duty 
equal to Rs. 20 per litre. 

Regu1atory duty during 1972-73 was as folIows:-
For undenatllreli a\crlll"l falling under item 22(4) 

of ITC ...... I % ad va/orem 

For d~n"'tur.:d alcohol falling under item 22(6) (If 
rCT . . . . ., . . 5% ad t·alorem." 

1.15. The Committee drew the attention of the Ministry of Finance 
to the note dated 13th December, 1972 in file No. 35519S:72-Cus. I 'Bnd 
desired to know why tthe commodity imported had been classified, in the 
subsequent paragraphs of the Note, as denatured spirit and the revenue 
effect of the exemptions from duty proposed computed under item 22(6) 
ICf, when it had been c1early stated in an earlier paragraph of the note 
tbat ethyl alcohol was classifiable under item 22(4) of the First Schedule 
to the Indian Tariff Act, 1974 and carried ·a duty at Rs. 60 per litre or 
200 per CC"lt ad valorem. \,'hichevcr was higher. in acldition to a regulatory 
duty at 10 per cent ad valorem. The representative of the Central Board 
of Excise and Customs stated: 

"If you will be good enough to refer to para 4, towards the end of 
the note, I have r-ought to explain the raticnale for calculating the 
duty to be foregone being related to the duty chargeable under 
22 (6). I have ~aid that this proposal will i'nvolve a revenue loss 
of Rs. 58 lakhs calculated on the basis of the rate of duty leviable 
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for denatlHcd spirit falling under 22 (6). J have also stated thut 
the duty leviable 'under 22(4) would be so high as to rooder the 
import highly prohibitive and not worthwhile, and that such a 
loss of revenue would be notional in character. That meaDS 
the loss of revenue in terms of 22{4) would be of notional 
character." 

The Finance Secretary added:-

"In fact, this was not the first import. Before this, since 1964 aDd 
1968, import of alcohol had beeD taking place. In this respect, 
an argument was given that the cost of the imported alcohol 
was higher than the cost of the indigenous article. 1 do not 
want to go into its correctness because 1 am not competent to 
do so. If a duty was leviable, then it would have become pro-
hibitively expensive. I would only suggest that there is a great 
difference between levying a duty of Rs. 60 per litre, which 
is the ratc under 22 (4), and one at 60 per cent ad valari'm 
which would probably come to not more than 80 paise or so, 
even if it is under 22(6). What is being suggested is that there 
should be no duty at all." 

1.16. The Committee desired to know why the revenue effect of the 
exemption, calculated under item 22(4) ICT had not been quantified, just 
as the quantification had been done under item 22(6) JCT. in the notes 
submitted for a decision. The Finance Secretary stated:-

"Because it would have bt'.en a totany unrell!i~tk figure." 

The representative of the Central Board of Excise and Customs stated 
further:-

-I have said that it is highly prohibitive because the rates are so 
obviously high. Apart from that, I have given the rationale." 

The Committee felt that the position should have been made clear io 
the notes by quantifying the money value both under item 22 ( 4) and 22(6) 
so as to I-'Ilt the whole thing objectively before the authority competent 
to decide on the exemptions and to enable him to make his judgement, 
since the mere word 'prohibitive' did not reveal mUch. The representative 
of the Board of Excise and Customs statcd:-

"I have done it as objectively as I thought it neces'Sary and appro-
priate." 
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1.17. The Committee enquired into the necessity for applying item 
22( 6) ICT in an arbitrary manner for imports of ethYl alcohol, when it 
had no relevance to the situation even the Govemment had to exempt it. 
The Cbainnan, Central Board of Excise and Customs stated:-

"The position is that import was for an industrial purpose. Let 'Us, 
therefore, say that there is no exemption. If there is no exemp-
tion, what happens? Immediately Section 24 of the Customs 
Act comes into play, that even for ethyl alcohol, which fall! 
under item 22(4), the importer has Ihe right to denature it 
without coming to the Government at all--this is part of the 
Act as you have seen-and abide for the rules which are fram-
ed and then pay a duty which is equivalent to that provided in 
item 22(6). This is an inherent right. If the Government had 
not given this exemption, whatever they could collect, the duty, 
would have been equal to that provided in item 22(6). Now, 
once 1fle Government steps in, what is the exemption we are 
giving? We are giving an exemption equal to that provided 
In item 22(6). This is all on the basis that the intended use is 
the industrial 'use. For industrial use, we have got to dena-
ture it. If you denature it, Section 24 comes into plllY. Once 
Section 24 comes into play, without any exemption, it will be 
alsumed as if the whole thing had been denatured and you 
will be paying the lower rate of duty, Once the exemption bas 
been given, the only subtle difference is, firstly, exemption has 
been given and secondly having regard to the various repre-
sentations that were made with regard to the difficulties of 
denaturing before clearance, those conditions will operate. But 
the revenue foregone is that much of revenue which is equal 
to the duty leviable for alcohol for industrial usc." 

He stated further: 

"If yoU' see para 2 of the note to which attention has been invited, 
efuyl alcohol is classifiable under 22(4). In fact, I think the 
note goes out of its way to bring it under 22(4); the the reason 
being that this ethyl alcohol is meant for industrial purposes 
and ethyl alcohol for industrial purposes is assessable under 
22(6), The entire case is that the ethyl alcohol was for 
industrial purposes and ethyl alcohol for industrial purposes 
is assessable under 22(6). That is why the entire exercise 
as to how much revenue is foregone is related to that item. 
It has never been a point toot they wanted to import alcohol 
for potable purposes." 
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1.18. The attention of the Ministry was drawn by the Committee to 
t1.le classification contained at page 312 of the Customs Tariff, Sixty First 
Issue, according to which ethyl alcohol is assessable under item 22(4) 
ILl. The Finance Secretary stated: 

"I don't think it is being argued that ethyl alcohol does not come 
under 22(4); what has been said is that denatured spirit comes 
under 22(6)." 

t .19. In reply to a question as to in what form the comit1odity touched 
the Indian shore, the representative of the Central Soard of Excise and 
Customs stated: 

"It came as ethyl alcoho1." 

The Chairman. Central Board of Excise and Customs added: 

"It is subject to the conditions impOsed in the exemption notifica-
tion which the Government of India issue. It is always sub-
ject to them." 

He stated further: 

"The notification issued by the Govetnment of tndla has the force 
of Jaw and no officer of CUstoms can ignote that. !Effect has 
to be given to that notification arid the officers there do give 
effect to that." 

The Committee also desired to know the description of the commodity 
in the' import licence. The representative of tht! Mlttistty of Petro~eum 
and Chemicals stated: 

"In the import licence it wao; ethyl alcohol." 

I .20. The Committee desired to know what would be the position 
adopted by the Customs authorities in the case of a passenger bridging 
in a bottle of whisky from abroad, adding a pinch of salt in the bottle 
subsequent to clearance by Customs and claiming a refund of duty on the 
ground that the whisky had been denatured. the Chairman, Central 
Board of Excise and Customs replied: 

"If it had entered India denatured, no Customs Officer would 
have the authority to impose hi~her duty. The import duty 
becomes leviable as soon as the act of importatiOfi is complete. 
I egret> that if there was ho exemption notification that would 
have been done." 

599 LS.-2 
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1.21. Extracts from the Duty Foregone Register maintained by (be 

Collector of Customs, Calcutta, containing the details of the bills of entry, 
description of the goods in the bills of entry, the quantity and value all 
recorded on the bills of entry, exemptions issued by the Government of 
India and the duty foregone, in respect of imports of ethyl alcohol during 
1972-73 in West Bengal, were furnished to the Committee by Audit. 
These extracts are at Appendix IV. The Committee were also informed 
by Audit that in the licences, No. GIFI2021214ICiXX!42IH/33-34iSP 
dated 7th March, 1972 and No. G!FI20212161C/XX!4SiH!35-36ISP1CE.22 
dated 21st October, 1972, issued for import of ethyl alcohol in the name 
of Commissioner of Excise, West Bengal. with letter of authority to Alkali 
Chemical Corporation, the commodity imported was described as synthetic 
ethyl alcohol'. 

1.22. The Committee found from the Ministry's notings referred to in 
paragraph 1.13 above that while the first file had been finally disposed 
of at the level of the Finance Secretary, the second had been referred to 
the Minister concerned and, therefore, desired to know the reasons for not 
sending the first file to the Minister. The Finance Secretary stated: 

"I would only submit that this was not the first or the second, it 
was one of a series of exemptions. Tn fact. it was given from 
onwards and it was, therefore, felt that no important question 
of policy or otherwise was involved and it depended upon the 
degree of responsibility that an individual officer might want 
to take or upon the instructions that he might have received 
from the Minister or upon his personal equation with the 
Minister. In this particular case. T do not think that there 
was any breach of the orders or otherwise which would re-
quire the approval of the Minister." 

As regards the second note which was referred to the Minister, the 
witness stated: 

"I would only submit that this, as I said, is based on the equation 
the individual officer has had with the Minister or his de!';ire 
to take responsibility or not to take the responsibility or hi!' 
desire to pass on the responsibility to the Minister and also 
a variety of circumstances.. Mr.......... felt that it was 
not necessary. So he did not send it to the Minister whereal! 
Mr.. . . . . . . . .. felt that it was necessary and he submitted 
it to the Minister. T do not think that one can impute any 
motives on this basis." 
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The witness was requested by the Committee to check up the files and 

make sure whether the first file actually went to· the Minister or not. The 
Finance Secretary stated: 

"As far as we can make out, it did not go to the Minister. I am 
told that it might have been put up with the second file. I 
cannot say." 

The representative of the Central Board of Excise and Customs added: 

"When the first exemption was granted, the papers did not go to 
the Minister. When the second one went to the Minister, 
this was put up as one of the files referred to, along with the 
proposal. " 

1.23. The Committee desired to know whether it would not have been 
proper to have informed the Minister of the loss of revenue, since the 
Ministry, according to their own calculations, were making an exemption 
involving more than a crore of rupees. The Finance Secretary stated: 

"I tried to check up and see if there were any specific orders on 
this point, but I have not been able to find any. r have only 
found that where the expenditure involved or the expendi-
ture proposal is over Rs. 1 crore, then it is normally submitted 
to the Minister." 

t .24. The following chronological table indicates the sequence of cor-
respondence between the Central Board of Excise and Cnstoms and the 
Collector of Customs, Calcutta on the question of calculation of duty oD 
the alcohol imported in Calcutta: 

3-6-1974--Telex issued to Collector, of Customs, Calcutta. 

lO-6-1974--Collector's reply dated 7th June, 1974 received. 

22-6-1974-D.0. letter to Collector of Customs, Calcutta issued. 

25.6.1974-Telex sent to Collector of Customs, Calcutta. 

27-6-1974-Telex reminder sent to Collector of Customs, Calcutta. 

1-7-' 974-Collector's reply dated 27th Junc. t 974 received. 

R-7-1974-Telex sent to Collector of Customs, Calcutta. 

1 1-7-1974-Telegram from Collector of Customs_ Calcutta received. 

1.25. The Committee desired to know whether the Ministry, when the 
exemptinn notifications were issued under Section 25(2) of the Cu'Stoms 
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Act, obtaiDed from the Jower formations information regarding (i) the 
actual import of the commodity and (ii) duty foregone after the import 
and, in case this had not been done, whether the Ministry had left it to 
the Col:ector who was the assessing authority to work out for his purposes 
the details of the duty foregone. The Ministry of Finance (Department 
of Revenue and Insurance), in a note furnished to the Committee, stated: 

"Details regarding import of the commodity nnd the duty foregone 
after the imports were not obtained by the Ministry from the 
lower formations when the exemption orders were issued 
under section 2S(2) of the Customs Act, 1962. Details of 
the duty foregone were to be calculated by the Custom HoU'Se 
of the port through which import took piece." 

1.26. The C.ommittee asked whether it was not correct that, in the 
case of alcohol imports, the Collector had worked out the duty foregone 
on the basis of an assessment made by him with reference to the quantity 
imported and when this assessment worked out to Rs. 232 crores whether 
it was correct for the Ministry now to take the pIca that the assessment 
was wrong. The Ministry of Finance (Department of Revenue and 
Insurance), in a note furnished to the Committee. I\t:lted: 

"Assessment was made free of duty in terms of the ad hoc exemp-
tion orders. However, while calculating the amount of duty 
foregone. the Custom House worked out the duty amount on 
the basis of classification of the ethyl alcoho1 under item 
22(4)(a) Ier which was incorrect or the reasons already 
stated. It may be pointed out that in respect of imports of 
etbyl alcohol made under similar circumstances. the Kandla 
Custom House had calculated the amount of duty foregone on 
the basis of c1assifi08tion under item 22(6) rcr." 

:z. Imports of Ethyl Alcohol in West 8en~1 
2.1. The Committee desired to know the basis for permitting the two 

imports of ethyl alcohol in West Bengal and for granting the exemptions 
from Olstoms duty and whether any representation had been received in 
this regard. The Finance Secretary replied: 

"The basis was two-fold. One was the request from the Govern-
ment of West Bengal. The second was that there were 
recommendations from the Ministry of Petrolement and Chemi-
cals. It is their duty to look into the requirement of raw 
material, etc. and it is hardly for us to do so. We are func-
tioning at one stage removed." 

In reply to another question as to what exactly W(lS the request of the 
West Bengal Government the repre8entative of the Central Board of 
Excise and Customs stated: 
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"I will read out the letter addressed by Shri ............ , Special 
Secretary to the Government of West Bengal to the Secretary 
to the Government of India, Ministry of Petroleum and 
Chemicals. Subsequently it was followed up by a letter ad-
dressed to the Ministry of Finance also. That letter reads: 

'I am directed to say that the Additional Commissioner ot 
Excise, West Bengal and industrial consumers of this State 
met the Joint Secretary, Petroleum and Chemicals Ministry, 
Government of India on 25th February, 1972 at New Delhi. 
The delegates of the industrial consumers also met ..... . 
Minister of Petroleum and Chemicals, Government of lndia. 
The Minister is reported to have passed order sanctioning 
initial import of 20,000 metric tonnes (25 million bulk 
litres aproximately) of alcohol from abroad for West Bengal 
for industrial use here. The Additional Commissioner of 
Excise, West Bengal also discussed the matter with the 
Chief Controller of I mports and Exports, Government of 
India and with the Deputy Economic Adviser to the Gov-
ernment of India.' 

We have drawn up a scheme in consultation with the various interests 
details of which are given below for your information and ap-
proval. The scheme is in line with the procedure followed in 
1968 when similar imports were made. 

Under the scheme the different consumers are classified as follows: 

(i) Mis. A.C.C.I. Ltd., Rishra may be allotted 18 million bulk 
litres. 

(ii) Groups 11 consumers which include Mis. Angelo Brothers, 
Hindustan Levers, Bengal Chemical, India Foils, lEast India 
Pharmaceuticals etc. may be allotted 4.5 milliOJl bulk litres. 

(iii) Rest of consumers, including supply to Government Hospi-
ta:s and Defence Department may be allotted 2.5 million 
bulk litres. 

All the industrial consumers agree that Mis. A.C.C.I. Ltd. be 
allowed by the State to import such alcohol and necessary 
import licence may be issued in their favour. Mis. A.C.C.I. 
agree to import such alcohul for themselves and for others 
also. They shall arrange for storing such alcohol ot Budge 
Budge as was done on the previous occasion and shall arrange 
also for denaturation of rectified spirit for issue 10 such con-
sumers who consume denatured spirit (ordinary and specially 
denatured). They should also take out necessary warehouse 
licence from us for underbond storage of alcohol. 
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I would DOW request you to kindly move the Government of India to 
approve of these arrangements.. Fqreign ,suppliers were contacted by 
Mis. A.C.C.I. Ltd. and we ale informed that final acceptance of offer of 
import of 20,000 metric toones of alcohol has to be communicated to the 
selected supplier in USA. by Mis. ACCI. Ltd. at the latest by 10th March 
1972. Mis. ACCI. Ltd. have, aocordingly, sent an application in the 
proper form to Chief Controller of Imports and Exports, as copy of which 
has been enforced to you vide their letter No. ACCI/PL/71-72/2 dated 
1 st. March 1972. 

In the year 1968 the State Government was permitted by Govern-
ment of India to import from overseas substantial quantity of alcohol. As 
the alcol101 was meant for industrial use the Government of India was 
pleased to exempt the same from customs duty in their Notification No. 
GSR. 1034 dated 5th June 1968. This year also the entire quantity of 
alcohol which is proposed to be imported from overseas is meant for in-
dustrial use. I would, in the circumstances, request that the Central Board 
of Excise and Customs under the Finance Ministry may kindly be moved 
to exempt the current import of alcohol from customs duty. Meanwhile, 
we may be allowed tCo go ahead with the arrangement for making import 
on the assumption that the entire import will be exempted from the 
customs duty'." 

2.2. In reply to a question whether it was a normal practice to exempt 
from duty raw material required by an industry. the witness stated: 

"The situation is like this. In a year when there is scarcity of 
ethyl alcohol because of low production of sugarcane in tho 
country naturally import has to take place. The States and 
the industrial users would in a normal sugarcane semlon h~vo 
their industrial alcohol requirement at a low price indigenous-
ly whereas if they had to import it from abroad they had to 
pay a normal higher price and duty for the portable alcohol it 
would be a totally uneconomic proposition. Even if he is 
charged duty for industrial alcohol the imported price was 
so high that it was uneconomic. Therefore, they came up 
with such a request in 1963 and exemption wa's given upto 

1970. After that the concession lapsed. Then the availability 
similar situation of scarcity in 1972 when a similar request 
was revived and the same kind of exemption was given as 
explained. " 

2.3. A note furnished to the Committee by the ~inistry of Finance 
(Dt.'Partment of Revenue & Insurance) containing particulars of the re-
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quest for exemption received from the West Bengal Government and the 
action taken thereon is reproduced below: 

"In 1972. ad hoc exemption orders No. 248 dated 5th July 1972 
and 727 dared 18th. December 1972 were issued to cover 
imports of 20,000 metric tons ood 10,000 metric tons of ethyl 
alcohol respectively in West Bengal. In respect of 20,000 
metric tons of ethyl alcohol, the Secretary to the Govern-
ment of West Bengal, Excise Department wrote on 3rd 
March, 1972 to the Secretary, Ministry of Petroleum and 
Chemicals to move the Ministry of Finance, Department of 
Revenue and Insurance for granting exemption of customs 
duty. The Deputy Commissioner of Excise, West Bengal 
also wrote to the Secretary. Ministry of Petroleum and Che-
micals on 10th March, 1972. a copy of which along with a 
copy of their letter dated 3rd March, 1972 was for the first 
time endorsed also to the Ministry of Finance, Department of 
Revcnue and Insurance. 

On receipt of the above endorsement in the Ministry of Finance 
a reference was made to the Collectors of Customs, Bombay, 

Calcutta, Madrnlo. und Cochin, enquiring whether the earlier 
consignments of ethyl alcohol imported against the notifica-
tion No. 88-Customs, dated 5th June, 1968, '8S amended 
subsequently (which was in force upto 31st May, 1970) had 
been properly accounted for in terms of the conditions stipu-
latcd in the said notification. 

The Collectors of Customs replied in the affirmative and that in a 
consignment where a small portion was not accounted for. 
duty was recovered on that portion. Meanwhile. the Ministry 
of Petroleum and Chemicals were requested to furnish their 
comments on the request of the Government of West Bengal 
for exemption of customs duty on 20,000 tonnes of ethyl 
al<:ohol. In their O.M. No. 41 1 S/72-Ch.I, dated 16th June, 
1972. the Ministry of Petroleum and Chemicals sent their 
recommendation for exemption of customs duty on the above 
quantity. Accordingly, an ad hoc exemption order No. 248, 
dated 5th July, 1972 was issued with the approval of the 
Finance Secretary." 

The Ministry also furnished, at the instance of the Committee, copies of 
all correspondence exchanged between the West Bengal Government and 
tl]c Government of India rdating to the exemption granted On imports 
of ethyl alcohol. 
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2.4. Another not~ furnished to the Committee in this regard by til, 

Ministry of Petroleum and Chemicals is reprodlJ~f!d in Appendix V. 

" 
2.5, The Committee desired to know th~ total quantity of ethyl 

alcphQI avaBable in the country anQ the total qutmtity required for indus-
tri~1 p\lrpos~s. The Ministry of Petro'~um and Chemicals, in a written 
note fQrnished to the Committee, stated: 

"The Central Government does not exercise contro] over distribu-
tion of alcohol to the QOnlluming industries. Its distribution 
is done by the respcctlve State Governments under their 
Jaws. The Central Government, however, uses its good 
offices for arranging inter-State ~locations of alcohol from 
the surplus States to meet the needs of the deficit States. The 
alcohol year rum from 1 st December to 30th November of 
the next year. At the beginning of each alcohol year, an 
estimate of expected production and demand of alcohol in 
the various States is made in consultation with the represen-
tatives of the State Governments. If during the course of 
the alcohol year significant change in the situation is found, 
the position is reviewed and revised estimates are arrived at. 
On the basis of such aSsessments made in the various yea" 
the estimated, expected production of alcohol was a, follows: 

-------------------- ---------
Alcoh,.1 year 

197 )-71 

1971-71. . 

1972-73 

--- --_._-------

Producti0n 
(in million 

litre&) 

165'5 

331'1"/ 

270 '99 

319'20 

A~ regards actwU production the figures are maintained by tb.e 
Directorate General of Technical Development regarding the 
distilleries registered with them. The total p!oQuction of 



1967-68 

1963-69 

1969-70 

IQ70-71 

1971-72 

1972-73 
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alcohol in thL: various years from such distilleries was as 
follows: 

QUQntitie~ 
(in millhln litre~) 

153 -71 

216-753 

246 -732 

256 '458 

213 -823 

233'5 1 3 
----- ---------------_ .. _-

Since the Central Government i'S concerned mainly with arranging 
interstate allocations of alcohol from surplus States to the 
deficit States, no overall or detailed assessment of requiro-
ments of alcohol for industrial purposes for the country as 
a whole is usually made. The available irlfofmatioD, how. 
ever, indicates that in the aloebol year 1969-70 the cO\lDtry's 
requirement of alcohol for industrial purposes was estimatod 
at 179.4 million litres and for the alcohol year 1973~74 at 
264.4 million litres." 

2.6. The Committee desired to know the quanh.un of fOfQign exchange 
allocation made for the import of ethyl alcohol during the period from 
1968 to 1973. The Ministry of Finance, Department of Economic 
Affairs, stated in a note: 

"With reference to the last sentence of the above point, namely 
'What is the quantum of foreign exchange allocation made 
for the import of ethyl alcohol during the period from 1968 
to 1973', the position is explained as under: 

(a) The Department do not maintain separately figures of 
commodity-wise allocations, except in the case of bulk 
commodities. It is, therefore, not possible to furnish 
exact information with regard to quantum. of foreign 
exchange allocation rn.ade for the impart of ethyl alcohol 
during the period from 1968 t6 1213. 

(b) It is, however, added that the MoIlthly Statistics of 
Foreign Trade published by the Director General, Com· 
IDCt(:ial Intelligence and Statistics, Calcutta, coalaiD, 
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inter alia, the data relating to import of ethyl alcohol, 
The foJlowing table gives, in terms of the value, the 
position regarding import of alcohol during the past six 
years based on the aforesaid publications: 

---_ .. _- --_ .. 
(R~, in lalths) 

------------_._---_. ----------
1968-69 

1969-70 

1970 -71 

1971-72 

1972-73 

1973-74 

245 '94 

7'°4 

102'15 

Nc,.:ligiblc 

248 '56 

208 '26" 

2.7. The Committee found from the letter dated 3rd March, 1972 
from the Special Secretary to the Government of West Bengal to tho 
Ministry of Petroleum and Chemicals that the Additional Commissioner 
of Excise, West Bengal and the industrial <;:onsumers of the State had 
met the Joint Secretary, Ministry of Petroleum and Chemicals on 25th 
February, 1972 and that delegates of the industrial consumers had also 
met the then Minister of Petroleum and Chemicals. The Committee 
desired to be furnished with a copy of the minutes of this meeting, The 
Ministry of Petroleum and Chemicals informed the Committee in a 
written note as follows: 

"It appears from a letter dated 3rd Mareh, 1972 from Special 
Secretary to Government of West Bengal that the represen-
tatives of the Industry and the officials of the State Govern-
ment met the Minister (Petroleum and Chemicals) sometime 
between 25th February, 1972 and 3rd March, 1972 but 
there is no other record or minutes of that meeting." 

The Committee asked how it was possible that no record had been 
kept of this meeting. The Joint Secretary, Ministry of Petroleum and 
Chemicals stated during evidence: 

"If there is any formal meeting with the agenda, then the 
minutes are kept. Otherwise, for a short meeting in which 
some people explain to the Minister, then notes or records 
are not kept." 

The Committee asked who were the representatives of the industry who 
had met the Minister. The witnen stated that the letter of the West Ben-: 
gal Government did not give the detail as to who had met the Minister. 
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When the Committee asked whether the letter had been put up to Minis-
ter for confirmation of the minutes, he stated: 

"It is mentioned here that 'the Minister is reported to have passed 
order for 20,000 metric tones'. Now, this order had already 
been passed by the Minister in the file on 26th February, 
1972. Therefore, this did not raise a new question of deci-
sion or confirmation." 

2.8. The Committee desired to know whether, before granting per-
mission to import ethyl alcohol, the Ministry had checked up the contracts 
entered into by the party with the overseas suppliers in regard to (a) the 
price contracted for, (b) with whom the contracts were entered into and 
whether they were the associate concerns of the importers and (c) the 
international prices and whether these factors had been furnished to the 
Associate Finance before obtaining financial concurrence. The Ministry 
of Petroleum and Chemicals stated in a written note: 

"The Ministry of Petroleum and Cbemicals did not check up the 
contracts entered into by Alkali Chemical Corporation of 
India Ltd., with the overseas suppliers with regard to points 
raised in the question. However, the reasonableness of the 
price at which ACCI proposed to import ethyl alcohol was 
exanlined in the Ministry of Petroleum and Chemicals from 
time to time. For the first import of 20,000 tonnes. the rul-
ing international price was about £40 per cent tone. For the 
second import o~ 10,000 tonnes the price was cOlllSidered 
reasonable in view of S.T.C. having arranged imports a Htt1e 
earlier @ $107 at Kandla. The C.I.F. price of $107.5 
per tonne ex-Budge Budge asked for by the Government of 
West Bengal was considered to be reasonable in view of the 
higher element of freight involved in delivery at Budge Budge. 
Associated Finance, Ministry of Finance (Department of 
Expenditure) was not consulted. They are consulted in case 
of expenditure from Central Government funds and in matters 
relating to release of foreign exchange for the Central Gov-
ernment's public undertakings." 

2.9. Another note furnished by the Ministry of Petroleum and Chemi-
cals, at the instance of the Committee indicating the basis on which the 
Ministry worked out the basi's of alcohol-based industries in West Bengal 
for which permission to import was given is reproduced below: 

"The availability of indigenous alcohol during the alcohol year 
1971-72 (December, 1971 to November, 1972) was rna&. 



in December, 1971 at a meeting with the representatives of 
all major States. A plan was drawn up to meet their restrict-
ed requirements of 339.00 million litres. As per information 
furnished by the State Governments the expected production 
of alcohol was estimated at 303.7 million litres which along-
with the carryover stock of 27.5 million litres gave a total 
availability of 331.2 million litres. Thus an overall deficit of 
about 8.00 million litres of alcohol w~s arrived at in Decem-
ber. 19711 January t 1972. 

In so far as West Bengal was concerned, the following estimates wore 
made: 

T ltal D!JIl(\nd 55'00 millmn IilrH 

Total availab ilitJl 

Pt-lduction 7'S 

13'0 19' S milliun Htres 

D !ficit 35' S million litres 

"Ill)~tbn m .. te rr.>m U.P., Bihar and M.t\arashtra 20'00 million litres 

N'!t deficit 1 S • S million iii rl ~ 

Subsequently. on 11 th February 1972. Shri. ... Additional 
Secretary, Department of Finance, Government of West Bengal met Shri 
.... Joint Secretary, Ministry of Petroleum aDd Chemicals and explained 
the difficulties faced by the various industries in the State in view of non-
materialisation of supplies (rom surplus State as per inter-State allocations 
made in January 1972. The representative of ACCI, the largest consumer 
of alcohol in West Bengal. also called on Shri. ... iD tbe same connection. 
The discussion with the representatives of State Government and ACe! 
revealed that there might be a serious crisis resulting in closure of factories 
in field of pharaceuticals, paints etc. The matter was examined in detail 
in the Ministry of Petroleum and Chemicals and it was decided that import 
of 20,000 metric tonnes of alcohol be allowed fol' meetinj the requirements 
of the industries in West Bengal. The Ministry of Finance (Department of 
Economic Affairs) was approached for release of foreign exchange of Rs. 
150.00 lakhs (~ of~lOO pel metric tonne of alcohol. The proposal was 
also supported by the Ministry of Industrial Development (Economic 
Adviser Office). However, the Ministry of Finance (Department of Eco-
nomic Affairs) agree on 5th March, 1972 to release import of 10,000 
tonnes to meet the urgent requirements of alcohol based industries in West 
l'engl1. 
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Immediately. thereafter, the Government of West Bengal represented 
that the 10,000 tonnes of alcohol allowed to be itnported was grossly in-
adequate and that an import of irreducible minimum of 31.00 million 
litres of alcohol should be allowed. The above figure was arrived at by 
the State Government as follows: 

Requirement of akuiwl for industriat and Pltarmaautical purposes 

(i) A.C.C.I. 

(ii) for other alcohol based indufitrh! 

(iii) Scitntific, H )spita)sj research and other house-
hold purpose . . . . . 

Total 

36,000 M.L. 

,,00 M.L. 

1,00 M.L. 

46,00 M.L. 

Deduct tolal allocations of indigenvus alcohol made front 

U.P. 

Bihar 

Mahara~htra 

Total 

Net requirement 32.50 M.L. 
(The above figures do not take into account the requirements of coun-

try spirit for which 4.00 M.L. of rectified spirit preferably from U.P. attd 
Bihar and 43,000 tonnes of molasses were necessary). 

The requirement of alcohol by ACCI is known to this MiI1istry in 
relation to their capacity for the manufacture of polyethylene. 

Licen~ed cap.1\i!ity ()f Polythethylene 10,000 tonnes/annum 

Requirement of alcoh)1 for t tonne of pulyethylene 2,700 IItres 

T..>tal requirement for Polythylene 33' 25 milllon litf( b 

Pr..lduction atlicen~ed capacity plus 25 % additic-
nat production allowed. 

A.C.C.I. require 33.25 million Htres of alcohol for polyethylene. 
Besides they also require alcohol for the manufadure of paints and phar-
maceuticals. As such the State Government's estimate of A.C.C.I.'s re-
quirements at 36 million litres Was accepted. 

The Ministry of Petroleum and Chemicals wa~ therefore siltisfied itt 
regard to the requirement of A.C.C.1. which formed bulk of the require-
ment of West Benglill. In regard to other requirement'S the Ministry of 
Petroleum and Chemical!! accepted the 5taternent furnished by the State 
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Government. The Inter-State allocation of alcohol to West Bengal as in 
January, 1972 was as under: 

Frcm U.P. 

Bihar 

M:lh"rashtra 

2'50 milli('n Iilru 
6 '45 million /itro 

II '00 million litrcb -------19 '95 million litrrs ___ I 

The alJocations were 'Subsequently revised in May, 1972 and West 
Bengal was allocated 9.90 million litres of alcohol from U.P.. Bihar, 
Maharashtra and Pondicherry. Agreeing with the State Government that 
there was a likelihood of closure of most of the alcohol based industries 
and lay-off of workers, the Ministry of Petroleum and Chemicals recom-
mended to the Ministry of Finance (Department of Economic Affairs) to 
increase the foreign exchange allotment to R'S. 1 SO lakhs to accommodate 
additional imports of 10,000 tonnes and this was agreed to by the Minis-
try of Finance on 15th March, 1972. 

Subsequently, in a letter dated 10th October, 1972. the Government 
of West Bengal asked for permission for immediate import of 10,000 
tonnes of alcohol for their next year's requirement!!. They estimated that 
out of their total requirements of 58 million litres of alcohol. after taking 
into account the production within the State as well quantities Hkely to 
be available from other States 40.00 million litres of alcohol would have 
to be imported in the next year for their use only. In this connection the 
State Government had further mentioned that at their instance Mis. ACCI 
who had initiated enquiries in the world market to locate alcohol at 
competitive prices had received a firm offer for 10,000 tonnes of alcohol 
at US $107.5 C.T.F. ex-Budge Budge option for which was to be exercised 
by 16th October, 1972. As per preliminary estimates of alcohol it was 
found that in the alcohol producing States of Andhra Pradesh, Bihar. 
Gujarat. Mysorc and We~t Bengal, as against the production of 76.9 
million litres in the alcohol year 1971-72 the production in 1972-73 
would be 70.7 million Iitres and that the trend indicated a reduction of 
10 per cent in production level. In this context it was felt that fairly 
large imports of alcohol would have to be made for the alcohol year 
1972-73. Considering the reasonableness of the offer obtained by ACCI 
and also with a view to ensure that the shortage in the availability of this 
basic raw material does not develop in the early months of the year 1972-
73, the Ministry of Petroleum and Chemicals recommended to the Minis-
try of Finance. release of foreign exchange for the import of 10,000 
tonnes of alcohol ,It "107.5 per tonne for the State of West Bengal. 

In fact further imports of alcohol had to be allowed for the alcohol 
year t 972-73 during the financial year 1973-74. 
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2.10. The Committee desired to know the 'quantity of ethyl alcohol 
available in the country, State-wise, during the period from 1968 to 1972 
and which States were surplus and which deficit. The Ministry of Petro-
leum and Chemicals stated in a written note: 

"The alcohol year runs from 1 st December to 30th November of 
the next year. At the beginning of each alcohol year, an 
estimate of expected production and demand of alcohol in 
the various States is made in consultation with the represen-
tatives of the State Governments. On the basis of such 
assessments made in various years, the estimates expected pro-
duction of alcohol was as follows: 

,\Icohol year 

--.--- ..... ~- ----.-.-

19P-71 

197I-7l 

Prorluction 
(millio)' litre~) 

, ____ --t ________ - - ---

165'00 

254'00 

331' r7 

3lO ' 52 

319'20 

-- --------_._ .. _------------
The States of Uttar Pradesh, Bihar, Maharashtra, Haryana, Karnataka 

and Tamil Nadu were usually the 'Surplus States, while West Bengal, 
Assam, Andhra Pradesh, Rajasthan, Gujarat, Jammu and Kashm1r, 
Madhya Pradesh and Kerala usually the deficit States." 

Statements showing the allotment of ethyl alcohol among the States so as 
to feed the alcohol-based industries in the States furnished by the Minis-
try, at the instance of the Committee, are reproduced in Appendix VI. 

2.11. The Committee desired to know the total quantity of ethyl 
alcohol available in the country from J 963 to J 972. The Joint Secretary 
of the Ministry of Petroleum and Chemicals ~lated during evidence: 

"These things are discllssed at the beginning of each alcohol year, 
which starts from 1 st December, with the representatives of 
the State on the basis of the sugarcane crop. as to what 
alcohol and molasses production can be expected. On that 
basis, these estimates are made at the beginning of each year, 
which J can read out to you." 
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The Committee desired to know the actual production and the wit-

bess stated: 

"We have got the actuS/so On the basis of the ligures available 
with the DGTD, of the distilleries on DGTD's books, they 
are--

Year 

---.-------~.-------------

1971 

1972 

1973 

---_ .. __ ._----
(figure~ in million 

litres) 

154' 1 

.n;;·4 

253·4 

254'1 

2°5'9 

235'4" 

----- ----_._-_ .. _._---_._._._._-----
2.12. A note recorded by the Department of Economic Affairs of 

the Ministry of Finance on the indigenous production of ethyl alcohol is 
reproduced below: 

"Enquiries made from DGTD reveal that indigenous production 
of Ethyl Alcohol is adequate for our internal requirements. 
This also seems to have been the view of the Tnriff Commis-
sion which recently reported on the price structure of indus-
trial alcohol." 

When the attention of the witnesses was drawn by the Committee to 
this note during evidence, the Finance Secretary stated that he did not 
think that he had seen this note. The Joint Secretary. Ministry of Petro-
leum and Chemicals stated in this connection: 

"The demand has been increasing over the years. It was adequate 
earlier, except in certain years when the sugarcane crop was 
bad. 1972 was a very poor year in this regard. The produc-
tion WIl'S very low. 1973 was better; but still, the produc-
tion was much less than the demand." 

When the Committee pointed out that as compared with the produc-
tion of 154.1 million Htres in 1968, the production of ethyl alcohol in 
the coUntry in 1971 Was 254.1 million litres, the witness stated that 1970 
and 1971 were better years. The Committee observed that the produc-
tion in 1973 (235.4 million litres) was not bad either. 
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2.13. On the question of States deficit in ethyl alcohol, the witness 
stated: 

"The State having the highest deficit is West Bengal, whose own 
production is of the order of 2 million litres. Tbeir demand 
has been of the order of 50 million, 60 million or 70 mi1lion. 
litres during various years. The highest surplus State is 
V.P., usually. They have the largest available surplus." 

When the Committee asked whether Vttar Pradesh was a surplus 
State in alcohol and whether they produced more than what they consumed, 
the witness replied that usually it was so. He added: 

"Their requiremoot was indicated at 56 million litres and the V.P. 
Government were in a position to allot them only 40 million 
litres. For the balance, an import of 10,000 tonnes was 
allowoo. It would be about 12 million litres. Their licensed 
capacity was 30,000 tonnes which would be equal to 78 mil-
lion litres. They can produce 3 or 4 thousand tonnes more. 
As against this total, their requirement will be for 56 million 
litres." 

2.14. The Committee asked how the year 1972 compared with 1971 
and 1973 in regard to the gap between demand and supply and whether 
the demands were artificially engineered. The Joint Secretary, Ministry 
of Petroleum and C1lemicals stated that demands were usually inflated 
and added that the Ministry ignored about 10 per cent of the demand 
and do not meet it fully. 

2.15. The Committee desired to know whether the import of denatured 
spirit as such would not h~ve servoo the purpose instead of ethyl alcohol. 
The Joint Secretary, Ministry of Petroleum and Chemicals stated: 

"For different things or products the same denatured spirit cannot 
be used; sometimes it may be harmful. U beforehand you de-
nature, sometimes it may create problems with some particular 
products. That is the point." 

Even though different industries might require different denaturants, 
the Committee desired to know whether any study had been made to 
determine whether denatured spirit would not be useful for Alkali and 
Chemical Corporation, which manufactures polytbenc. The witness 
stated: 

"They use alcohol denatured with croton aldehyde. The A.C.C.I. 
Calcutta, wlUch makes polytbene, can use alcohol denatured 

599 LS-3 



croton aldehyde. Different industries will need different de· 
Hindustan Levers. Bengal Chemicals India Foils, East India 
alcohol etc. There are dozen different denaturants." 

The Conlmittee asked w}'ether the needs of the industry, for which the 
exemption from customs duty bad been sought, could not have been met 
by importln~ the alcohol in the denatured form. The witness stated: 

"Excp."t Drugs and pharmaceuticals, ail of them are using denBtur-
~ spirits. If you are importing for one particular industry 
you will know which would be the appropriate denaturant 
and there would be no trouble; but if you ere importing for 
twenty different industries. the same denaturant cannot be 
used." 

2.16. The ~inance Secretary stated in this context: 

"Actual:y, the West Bengal Government wanted this alcohol to be 
used for industrial purposes and also for the pharmaceutical 
ind~try. So fer as the pharmaceutical industry is concerned. 
they could not have denatured alcohol in the normal way. 
Some of it had to be given in the form of alcohol as such." 

When the Committee pointed out that the ICI concern also manufac-
tures pharmaceuticals, the Finance Secretary stated: 

"It is really the Alkali Chemical Corporation. This particular 
firm uses alcohol for the manufacture of certain plastics like 
polypropylene. That is purely for industrial use. Besides 
that, there are several other factories and establishments in 
West Bengal which use alcohol for pharmaceutical purposes. 
Therefore, all of it could not be denatured." 

2.17 _ The Committee desired to know whether the Ministry had 
authorised importation of the alcohol by the Alkali Chemical Corpora-
tion or by the West Bengal Government in whose name the import ~icence 
was required to be issued. The loint Secretary, Ministry of Petroleum 
and Chemicals stated that the imports were in the name of West Bengal 
Goveminent with a letter of authority to Alkali Chemical Corporation. 

2.18. The Committee enquired about the total quantity of etllyl alcohol 
imported during the 'Years 1970-71. 1971·72 and 1972-73 and the parties 
in whose name the licences were issued. The witness stated: 

-In 197~71, no licenCe was issued for import of alcohol as far as 
1 have been able to find. In 1971-72, Q licence was j~~l1M 
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to West Bengal Government with a letter of aUlhority 01 
A.C.C.I. for a quantity of 20,000 tonnes. That was recom-
m.ended in February, 1972 and that quantity was imported from 
July to December, 1972. On 18th October, 1972 a licence 
was issued to West Bengal Government with a letter of authority 
of A.C.C.I. for import of 10,000 tonnes of alcohol and in 
Decem.ber, 1972 we recommended again for import of 15,000 
tonnes of alcohol to the West Bengal Government with a 
letter of authority of A.C.C.1. Then in February, 1973, we 
again recommended to West Bengal Government with a letter 
of authority of A.C.C.I. for import of 10,000 tonnes of alco-
hol. In September, 1972, we recommended import of 10,000 
tonnes of alcohol for MIs. Synthetics and Chemicals, Bareill), 
(U.P.) through S.T.C." 

2.19. The Committee asked whether Alkali Chemical Corporation had 
been allowed to import ethyl alcohol directly prior to 1972. The witness 
stated: 

"In 1964, licence was given to them for 1500 tonnes of alcohol 
from Hungary which arrived in 1965 and in 1967, they were 
allowed import of 1.48 miUion litres. In 1968, they were 
given import licences for six million Jitres of which one mil-
lion wes on behalf of Messrs Hindustan Sugar Mills." 

2.20. The Committee desirOO to know the total quantity of ethyl 
alcohol imported in India from 1968 to 1973 and the particulars of the 
licensed importer'S, the parties who filed the bills of entry and took deli-
very of the goods, the total duty payable in the form in which they were 
imported and cleared and the duty actually paid. The Committee found 
from the information furnished by the Ministry that a total quantity of 
1,07,345 metric tonnes of alcohOl at a cost of Rs. 10.73 crores was im-
ported during the period from January, 1968 to February, 1974. 

2.21. The Committee desired to know the conditions imported for 
availing of this exemption. The Ministry of Finance (Department of 
Revenue and Insurance) stated in a note: 

"The conditions imposed for availing of the exemption issued in 
respect of ethyl alcohol imported by the Government of West 
Bengal during 1972-73 are contained in the respective 
exemption orders themselves." 

2.22. A c<'py of the Ad Hoc Exemption Order No. 248 dated 5th 
.July, 1972, exempting 20,000 metric tonnes of etfrjl alcohol imported in 
West Bengal from the CU!'itClms duty payable, furnished, at the instance 
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of the Committee, by the Ministry of Finance (Department of Revenue 
and Insurance) is reproduced below; 

'70 

Sir, 

The Collector of Customs, 
Calcutta. 

Sua.TEeT: Exemption from duty-Import of Ethyl Alcohol for industrial 
use in West Bengal. 

I am directed to forward herewith a copy of letter dated the 10th 
March, 1972 from the Deputy Commissioner of Excise. Government of 
West Bengal, addressed to the Ministry of Petroleum and Chemicals and 
copy endorsed to this Ministry and to sa')' that in exercise of the powers 
conferred by Section 25(2) of the Customs Act, 1962 (52 of 1962), read 
with sub-section 4 of Section 62 of the Finance Act, 1972 (16 of 1972), the 
Central Government being satisfied that it is necessary in the public in-
terest so h) do hereby exempts 20,000 metric tonnes of Ethyl Alcohol 
in question from the payment of the duty of Cll1Jtoms and also the regu-
latory of customs leviable thereon subject to the production of Import 
Trade Control Licence in respect thereof, from the Chief Controller of 
ImlXlrts and Exports, New Delhi and subject to an undertaking being 
given that the e1cohol would be used solely for industrial purposes in the 
State of West Bengal and to production of the following certificates t~ the 
effect that the said alcohol: 

(i) is already denatured to the satisfaction of the Government of 
West Bengal. or 

(ii) would move under bond to bonded warehouses under the con-
trol of the Commissioner of Excise, Government of West 
Bengal and that the use of the ethyl alcohol wiil be under his 
supervision. 

Yours faithfully, 

Sdf-
Under Secretary to the 'Govt. of India." 
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2.23. According to Section 24 of the Customs Act. where the goods 
are denatured or methylated. they should be chargeable to du~y as appli-
cable to goods generally imported in the denatured or methylated fonn. 
For availing of the provisions of Section, the importer shouJd make a 
request in writing for the denaturation of tile imported spirit. The Com-
mittee, therefore, pointed out that the duty can be allowed under leT 
22(6) only when it is denatured and not prior to that and that it was ob;i-
gatory for the importer to make an application for the denaturing. The 
Finance Secretary stated in this connection: 

i. 

"The exemption purports to be one under Section 25(2) and our 
special orders which have been issued are themselves the neces-
sary safeguards. It is only in compliance of these orders 
tbat it has been done and they should be taken to supersede 
any other rule so far as this particular consignment is con-
cerned." 

He added: 

"I would only draw attention to Section 25(2) ot the Customs 
Act which says that if the Central Government is satisfied 
that it is necessary in the public interest so to do, it may, by 
a special order, in each case, exempt from the payment of 
duty under circumstances of exceptional nature to be stated 
in such order, any goods on which such duty is leviable and 
I would refer you to the special order that was issued in pur .. 
suance of this. This is an Ad Hoc Exemption Order No. 727 
dated 18th December. 1972 which starts off by saying 'I am 
directed to forward herewith a copy of letter No. such and such 
from the Special Secretary to the Government of West Bengal, 
addressed to the Ministry of Petroleum and Chemicals, New 
Delhi and a copy endorsed to the Department and a copy of 
letter No. such and such from the Ministry of Petroleum 
and Chemicals on the subject noted above and to say lhat iil 
exercise of the powers conferred by sub-section (2) of Section 
25 of the Customs Act, 1962 read with sub-section (4) of 
Section 62 o~ the Finance Act. 1972, the Central Govern-
ment being satisfied that it is necessary in the public interest 
so to do, hereby exempts 10.000 metric tonnes of Ethyl Alco-
hol in question, from the payment of the duty of customs 
and also the regulatory duty of customs leviable thereon su'b-
ject to the production of Import Trade Control Licence 1ft 
respect thereof, from the Chief Controller of Imports and 
Exports, New Delhi end subject to an undertaking being ~ 
that the alcohol would be used solely for industrial pu~ 
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in the State of West Bengal and to the production of tbe fol-
lowing certificates to the effect that the said alcohol: 

(i) is aJready deIJatured to the satisfaction of the Government 
of Wcst Bengal; or 

(ll) would move under bond to bonded warehouses under the 
control of the Commissioner of Excise, Government of 
West Bengal and thet the use of the c!ttryl alcohol will be 
under his supervision. 

This order is being issued in order to overcome the continuous 
shortage of alcohol within the country and also in order to 

tusure continued operations Of the alcohol-based industries in 
the State'." 

2.24. The Committee drew the attention of the witness once again to 
Section 24 of the Customs Act and desired. to know the authority under 
which duty could be calculated under ICf 22(6) on alcohol which was not 
denatured. The Finance Secretary stated: 

"1 would only submit that we are operating under two different Sec-
tions. Under Section 25(2), the Government has the 
authority given to it by Parliament to make cxemptionfo, 
which it does and in doing so, it makes any addition which 
it deems fit and this has been done so. Now, Section 24 is 
a different issue. There, other rules can be framed with re-
gard to the denaturing, etc. but it is the &arne Central Gov-
ernment which is acting. After all if the Central Government 
has power to frame rules, it 'has also power to change those 
rules and amend those rules and in dOing so under Section 
25(2), it has to exercise the power given to it by Parliament 
and it has laid down conditions separate from those in the 
specific orders concerning denaturation. In so far as these 
functions are concerned, [ do not think there is any incon-
sistency whatsoever." 

2.25. Drawing the attention of the witness to the Denaturation of 
Spirit Rules, 1972, which provide that an importer or his agent shall 
make e reference in writing to the proper officer of Customs for denatura-
tion of imported spirit, the Committee pointed out that neither Section 24 
nor the rules framed thereunder had been followed in this case, and asked 
whether a written application had been received by the proper officer of 
customs for denaturation. 'The Finance Secretary stated: 

"These rules are not applicable to the present ca&e. The question 
of denaturation arose only because it was Ii'lkcd with the 
question of exemption of duty." 
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2.26. The Committee pointed out that for tbe pa)'D1Cnt of duty under 
1CT 22(6), .the alcobol bad to be deDatured to the satisfaction of tbe 

Customs 8Utllorities and desjre~ to know the rules uDf;icr which the powers 
had been deJegated to the Government of West Bengal. The Finance 

Secretary stated: 

"It is not a question of delegation. It is merely a case of exemp-
tion of duty. While exeJlll)ting the duty, certain conditions 
are being laid down." . 

He added: 

"Parliament authorises Government to make certain rules and it 
is given certain powers and authority by statute. It has not 
been delegated. Under section 24, which is the general run 
of cases, it is open to the Government, as they have done to 
lay down rules for denaturing. But they did not operate 
under Section 24. My entire case is built on that. They 
operated under Section 25(2), which merely says, you can 
exempt duty. They have exempted duty, but in that process, 
they have laid down certain conditions end denlturisation is 
one of them." 

2.27. According to tbe exemption order issued under Section 25(2) 
of the Customs Act, the procedure adopted for denaturing was contrary 
to the procedure laid down in Section 24 and the rules framed thereunder. 
The Committee desired to know the authority under which the Ministry 
could deviate from the rules framed. The Finance Secretary stated: 

"It is the same authority which is operating under Section 24 God 
IJ'I'Id~r Section 25. The rules under Se.ction 24 need not 
necessarily be applicable in a case under Section 25(2)." 

2.28. When the Committee observed in this connection that Section 25 
of the Act did not confer a blanket authority on the Ministry and that even 
in the implementation of the order under Section 2S. certain rules and 
·regulations had to be followed, the Finance Secretary stated: 

"We would certainly agree with you. but my thesis throughout has 
been that all that has been done is to exempt a certain duty 
and in doing so. all that has been done is that certain condi-
tions have been laid down. It is the fulfilment of these con-

dilions which aJone would entitle the party to some exemption 
from duty. Here, the responsibility has been laid futty ~nd 
IqU8rely upon the State Government and the basic assumpt!oll 



34 

is that the State Government-which was duly elected by the 
people and is an intrinsic part of the Constitution-will dis-
clrarge its responsibility correctly and property. What is 
more, I do not for a moment assume thet the fulfilment of 
these conditions etc. should be made the responsibility of the 
Central Government. I see no reason to assume, prima facie, 
that our officers will be more efficient Or better or more con-

scientious than the oDicers of the State Govcmments." 

2.29. The Committee desired to know whether there w.as any departure 
from the 1968 notification in which a general exemption from customs. 
duty had been permitted in re~pcct of ethyl alcohol imported for industrial 
uses and the conditions prescribed in the 1972 orders for imports in West 
Bengal. The Finance Secretary stated: 

"The 1968 order imposes similar conditions. These were also· 
imposed in 1972 order. The point which he made was that 
for the purposes of denaturing different denaturants have to 
be used. What is possible in the case may not be possible 
in Mother as the denaturant may re-act chemically in an 
undesirable manner. I would further submit, when the Gov-
ernment of West Bengal asked for this particular condition, 
they also had in mind use of alcohol for the chemical industry 
and obviously unless we want to kill people we are n 1t going 
to allow denatured alcohol going into a pharmaceuti :'=11 pro-
duct. To that extent it may have been necessary also to 
ensure that a certain quantity which was not denatured as 
such moved under bond." 

2.30. A memorandum received from one Shri Chaudhury by the 
Chairman, Public Accounts Committee, had alleged that the ethyl alcohol 
imported in West Bengal had been diverted to distilleries for potable pur-
poses. The Committee, therefore, desired to know how Government. 
had ensured that the conditions imposed for importing the alcohol under 
exemption from duty had been observed try the importer and whether any 
violation of the conditions had come to notice. The Committee also {lsked 
whether the imported alcohol had been used exclusively for the purpose 
for which it had been imported. The Ministry of Finance (Department 
of ReVenue and Insurance) infonned the Committee in a note: 

'. 

"These exemptions were granted subject to the condition that the 
Commissioner of Excise, West Bengal, where the goods were 
to be utilised, would ensure that the conditions are duly ful-
filled. In this respect, as in the past years. the Ministry relied 
upon the State Government to ensure proper utilisation of the 
goods in terms of the exemption order. 
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It bas come to light that out of the total quantity of alcohot 
(3,59,70,401 Iitres) imported in West Bengal in 1972-73 

against the two ad hoc exemption orders No. 248 dated 5th· 
July, J972 and No. 727 dated 18th December, 1972, a quan-
tity of 28,19,950 Jitres of alcohol had been utiHsed in the 

manufacture of potable liquor and another 50,000 litres had 
been issued for use in hospitals, defence and scientific estab-
lishments. As it appeared, prima facie, that sueh uses were 

not covered by the term 'industrial use', demand for duty in 
respect of these quantities has been raised by the CoUector 
of Customs. The metter is pending decision before the-
Collector of Customs, Calcutta." 

2.31. A list furnished to the Committee by the Ministry of Finance 
(pepartment of Revenue. and Insurance) showing the details of the reci-
pients of the alcohol in West Bengal, the uses to which the alcohol had 
been put and the quantity distributed is reproduced in Appendix VII. 

2.32. The Committee desired to know how the diversion of the alcohol 
to the distilleries for potable use had taken place, how it had come to 
light end the action taken thereon by the Ministry. The Ministry of 
Finance (Department of Revenue and Insurance) stated in a written note: 

"The circumstances in which the diversion of akoho1 took place 
is explained in the D.O. letter No. 598-MT dated 31 st July, 
1973 from the Commissioner of Excise, West Bengal to Shri 
J. A. Chaudhury, Under Secretary. Ministry of Petroleum 
and Chemicals, a copy of which is enclosed for. information of 
the Committee. (Reproduced in Appendix VIII). 

The fact thQt a portion of the alcohol which was impor,cJ for 
industrial use in terms of the ad hoc exemption orders was 
diverted to the distilleries came to the notice of the Custom 
House, Calcutta throu'gh a pseudonymous complaint purport-
ed to have been written by one Shri S. Chaudhury. 

On receipt of the complaint, the Custom House made enquiries 
and collected available information regarding diversion from 
the office of the Commissioner of Excise, West Bengel. 
Demands of duty were raised on the basis or this information. 
The Commissioner of Excise, West Bengal was also asked not 
to issue further quantity of imported alcohol to the distilleries." 
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2.33. Since there had been a misuse of the imported alcohol, the 
Committee asked whether the Ministry of Petroleum and Chemicals had 
been aware, while permitting the import of ethyl alcohol, that the West 
Bengal Gove111lJle.Qt bad no facility for storing or denaturing imported 

alcohol and, if so, how the Ministry was satisfied that the imported alcohol 
would be properly denat'ured and under proper safeguards. The Ministry 

.of Petroleum amI Chemicals stated in a written note: 

"In their letter dated 21st February, 1972, the Government of 
West Bengal requested that they may be allowcd to import 
31 million litres of alcohol for meeting the requirements of 
consumers of that State. Subsequently, the representative of 
the State Government were informed by the Joint Secretary, 
during discussion in this Ministry that the State Government will 
have to decide the agency through whom imports shall be 
arranged. 

The Government of West Bengal, vide their lctter No. 22-Ex. dated 
3rd March, 1972 submitted a package scheme for the import 
of alcohol required by the various consumers in that State. 
Under this scheme it was envisaged that:--

(i) Mis. A.C.C.I. Rishra would be allotted 18 million bulk 
litres. 

(ii) Group II consumers which include Mis. Angele Brothers. 
Hindustan Levers, Bengal Chemicals India Foils, East India 

Pharmaceuticals etc. may be allotted 4.5 million bulk titres. 

(iii) Rest of consumers, including Government hospitals and 
Defence Department may be allotted 2.5 million bulk litres. 

(iv) The Import licence should be issued in favour of Mis. 
A.C.C.I., who had agreed to import such alcohol for them-
selves and others also and to make arrangenlents for 
storage of such alcohol at Budge Budge and also arrange 
for denaturation of the imported rectified spirit for issue to 
such consumers who consume denatured spirit. 

Mis. A.C.C.1. had also agreed to take out necc~·:;ry warehouse 
licence from the State Government for underbond storage of 
alcohol. 

Import licences were issued by the office of the CCI&E in the 
name of Commissioner of Excise, Government of West Bengal 
with a letter of authority in favour of Mis. A.C.C.T. to effect 
imports." 
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~.34. In reply to another question as to whether the Ministry had any 
machlOery to wntrh that the raw materials which are allowed to be im-
ported for a particular purpose are actually used for that purpose. The 
10int Secretary, Ministry of Petrol~um and Chemicals informed the Com-
m~ttee duripg evidence that tbis was watched bv the Customs and excise 
authorities. . 

2.35. Explaining the safeguards that had been provided to prevent 
,.abuse of the imports, the Finance Secretary stated: 

"The exemption notification is subject to the undertaking being given 
that the elcohol could be used for industrial purposes in the 
State of West Bengal and they will have to certify that the 
alcohol was denatured to the satisfaction of the Government 
of West Bengal. The other safeguard is that it would move 
under bond to bonded warehouses under the control of the 
Commissioner of Excise, Government of West Bengal and 
that the use of the ethyl alcohol will be under his supervision. 
These are the safeguards." 

2.36. About the arrangements for the storage of the alcohol in West 
Bengal, the Joint Secretary, Ministry of Petroleum and Chemicals stated 
-during evidence: 

"The West Bengal Government said that the ACCI would make 
arrangements for storage of alcohol at Budge Budge and 
arrange for denaturation of the imported rectified spirit and 
therefore we went ahead with the arrangement on that basis.-

2.37. The Committee desired to know the denaturing arrangem.enm 
made by Alkali Chemical Corporation. 

The witness stated: 

"Denaturants for alochol used by ACCI were injected into the re>-
ceiving storage tank before unloading of imported 31cohol.~ 

When the Committee asked whether this had been done invariably, he 
t'epJied: 

"This is injected info the receiving storage. tank before unloading 
of imported alcochol from the ship into the said tank." 

In reply to another question whether the denaturing was done before un-
lilading, the witness stated that the denaturants were injected into the ta'llk 
-before unloading and then alcohol poured into the tank from the ship. 
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2.38. If this was the position, the Committee asked how some quantity 

of ethYl alcohol had been diverted to the distilleries. The witness replied: 

"Denaturants wcre injected into the tank before unloading and 
then alcobol, poured into the tank from the ship .... Dena-
turants wue used for supplies to other consumers except for 
pharmaceutical industries before the supplies were effected 
from the Budge Budge storage yards." 

Since the Alkali Chemical Corporation had been allowed to import the 
alcohol on behalf of the West Bengal Government and they were supposed 
to undertake denaturation, the Committee asked whether the Ministry was 
aware that this had not been observed in all cases. The witness replied: 

"This denaturation was under the supervision of West Bengal Ex-
cise and Customs authorities." 

When the Committee asked whether, as the facts had now developed, the 
Ministry conceded that in many cases, the alcohol was not denatured, the 
witness replied in the affirmative. 

2.39. The Committee desired to know the circumstances under which 
the diversion had taken place and why the party entrusted with the task 
had shown neglect in this matter. The Finance Secretary stated: 

"The,rc arc certain papers on our file which indicate clearly that 
the West Bengal Government did not hide anything. They 
have made it abundantly clear that what happened was that 
at one stage the industries were without alcohol and, to that 
extent. they gave a certain quantity of alcohol from their own 
stocks which was meant for potable purposes and for di~­

tilleries, in order to tide over the difficulty. Thereafter, when 
the industrial alcohol came in. they only replenished their 
stocks. We do not say that this was right; all that we say is 
that this is the explanation they offered. We shall be looking 
into it and, meanwhile, the Collector of Customs has put in 
a demand notice for about Rs. 22.98 crores." 

2.40. The Committee asked what steps had been taken. after giving the 
exemptio~, to ensure tha! the alcohol was not diverted for non..i.ndustrial 
purposes 9Jld whether action had been taken only after the receipt of Shri 
Chaudhuri's petition ~om the Chainnan, Public Accounts Committee. The 
representative of the Central Board of Excise and Customs replied: 

." 

"The copies of the petition had already been received by the Collec-
tor of Customs himself 'Bnd we had also sent it to t!le Collector 
of Customs, Calcutta for report." 
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In Jeply to another question whether the Ministry pursued this matter of 
its own volition, the witness stated: 

"Actually it is not the first time that we have given the exemption. 
I think it is going on for· sometime now and we have relied on 
the checks and control exercised by the West Bengal Govern-
ment." 

2.41. Since the West Bengal Government had stated that the alcohol 
had been diverted to the distilleries to replenish a loan tak.en earlier by the 
industries, the Committee asked whether the Government of India agreed 
with the action taken by the West Benga} Government. The witness stated: 

"We have told the Collector of Customs, Calcutta that this is a 
matter which is pending hefore him and he has to decide quasi-
Judicially and therefore we have told him quite clearly that we 
are not going to give any directions and he has to decide the 
matter in the light of all the facts given and circumstances of 
the case and the submissions made by the parties against whom 
demands have been made." 

When the Committee pointed out in this connection that the licences are 
not issue by the Collector of Customs, the Chief Controller of Imports 
and Exports stated: 

"The licence was issued subject to the condition that the imported 
alcohol will be released to the actual users against the orders 
issued by the Government of West Bengal. Release orders 
were issued by the Government of West Benglll. The licence 
was issued to the West Bengal Government and they said thaL 
they would supervise the utilisation," 

He added: 

"As to whether it is for a partiCular purpose this alcohol was import-
ed, I would say that the alcohol imported was industrial alcohol 
'IlDd the letter that came from the West Bengal Government 
indicated that it wilt be released for the purpose of industrial 
productiOll • ., 

2.42. The Committee asked whether the West Bengal Government could 
claim the right to divert a part of the imported alcohol for non-industrial 
use. The Chairman, Central Board of Excise and Customs stated: 

"I wD1 attempt to answer as to bow the Collector of Customs, 
Calcutta, comes into the pict~ After it has come to his notice 
that celtain diversions have taken place, he has issued demands 
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for additionsl duty 'at the rate of 22(4). Therefore, the party 
bas to explain to bim. He has become the adjudicator. It is In 
that capacity that the matter is before him. Now, he has agked 
the party whether they have got 9nything to say and after that 
he wil1 pas, the order. In that particular context, the matter is 
pcnding before the ColJector of Customs." 

In reply to another question whether the Govemment of India accepted 
the plea of replenishment, the Finance Secretary stated: 

"I WO'Uld submit one thing that the Central Govctrnment is not· COb-
cemed with pomble alcohol at all. The point made by the 
West Bengal Government is that they diverted stocks of potable 
alcobol for industrial purposes and they only replenished the 
stocks of potable alcohol wben the industrial alcohol arrived." 

2.43. When the Committee asked whether the Government of India 
agreed that the amount of dUty OIl the ulcohol diverted for potable purposes 
bad to be recovered, the Finance Secretary stated that he would not like 
to hazard a guess as to what would happen. The Committee pointed out 
in this connection that a demand had been raised. The witness stated: 

"It is not my intention. It is neither the Government's idtention. 
It is the intention of the Collector of Customs. Calcutta .. ' 

He added: 

"These are subject to various checks and they can go nnd appeal 
against this demand and wrious conditions would prevail then." 

2.44. Referring to the written reply furnished by the Ministry in this 
regard, tihe Committee desired to know the circumstances under which the 
demand had been raised first against Alkali Chemical Corporation and how 
tbe West Bengal Government had been held as the importer. The repre-
sentative of the Central Board of Excise and Customs stated: 

"We bave said that its use was not covered by the term of industrial 
use. The matter is pending for a decision ~OR the Custom 
House, Calcutta. The Collector of Customs of Calcutta hal 
taken a view llbat these 'Uses of imported alcohol were Dot cover-
ed by the term oC exemption order. Accordingly, in respect of 
these quantities, the demand for duty had been issued by the 
Customs House, Calcutta, against which a representation of the 
West Bengal Government was received by the Cu~tOlll' House 
ad is under consideration. The matter is before the Collector 
~ Customs." 
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The Committee asked what was the locus stllndi of tbe Government fit West 
Bengal in the matter of preferring an appeal. The witness stated that they 
were the importers. Under the circumstances, the Committee tsked'l18ainst 
dom. the demand had been raised. The witness stated: 

"The demand had been raised against ACC!. Under the letter of 
authority, they had been appointed as agent duly authorised to-
perform the function of an agent of the West Bengal Govem-
ment and therefore they filed a Bill of Entry. Copies of thes~ 
demands were also endorsed to the Commissioner of Excise." 

The Chairman, Central Board of Excise and Customs stated in this connec-· 
tion: 

"Most of this work is being done by a clearing agent, although the 
owner is different and therefore the agent becomes responsible. 
So, in this case, the owner has every right to step in." 

2.4S. In reply to another question why the demand had not been raised' 
against the West Bengal Government, the Chairman, Central Board of-
Excise and Customs st'llted that the demand was issued against the person 
who filed the bill of entry and a copy was endorsed to the owner. He 
added: 

"In faet, on this general issue there was a tremendous agitation on· 
their (clearing agents) side that this should not be done. We 
said that once they acted as an agent of the importer, they can-
not escape this responsibility, because the agent has the full 
responsibility of tlhe owner if he chooses to act on his behalf." 

The representative of the Central Board of Excise and Customs stated in 
this context: 

"The fact is that the demand notice had been issued tt) Alkali and 
Chemicals, because on the Bill of Entry, the importer's name 
was written as Alkali and Chemicals. But, at the same time, a 
copy of the demand had been endorsed by the Collector ot 
Customs, Calcutta to the West Bengal Government. This has 
a reference to the undertaking given by the licensee regarding. 
the Use of imported alcohol in terms of the ad hoc exemption 
order mentioned above." 

2.46. In hiS Jetter dated 31st July. 1973, the Commissioner of Excise. 
West Bengal, had, inter alia, stated that the notice which the local autho-
rities bad thouaht fit to issue without further epasui.tation with him were 
'misconceived'. The ~ornmittee drew the attention of the MiIlistry to this 
letter and asked why an officer of the Government of West dengal should 
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t1nd fault wfth the Customs official and write to the Government of India. 
The representative of the Central Board of Excise and Customs stated: 

"We have decided to ignore that part of it and we have made it 
quite clear to the Collector of Customs, Calcutta that he has 
to decide the matter on merits." 

In reply to another question on the attitude taken by the Government of 
West Bengal in this matter, the witness stated: 

"Here I must clarify the legal position. According to the interpre-
tation of law 'Under the Customs Act, both Alkali Chemicals 
and West Bengal Government could be considered as impor-
ters." 

2.47. The Committee desired to know whether the Collector of Customs, 
Calcutta had also made the Government of West Bengal a party. The 
witness stated: 

"If your question was whether an identically framed demand letter 
was issued to the West Bengal Government, I would say, that 
was not done. Only the same demand made on ACCI was also 
endorsed to the West Bengal Government drawing their atten-
tion to the undertaking given by them." 

2.48. The Committee asked who was responsible for the omissions and 
1C0mmissions in this particular case. The Chairman, Central Board of 
.Excise and Customs stated: 

"The people who filed the bill of entry and signed the same and in 
this case, I am informed, they are A.C.C.I. The undertaking 
was given by the West Bengal Government." 

2.49. Clarifying the po~ition in this regard, the Ministry of Finance 
(Department of Revenue 3I1d Insurance) stated as follows, in a note subse-
quently furnished to the Committee: 

"Collector of Customs, Calcutta has reported that the West 
Bengal Government was the Ucence holder and the letters of 
authority were issued in favour of MIs. Alkali and Chemicals 
Corporation of India Limited. As such, the importations 
were arranged by Mia. ACCI Limited and the bms of entry 
were filed by them for the purpose of clearance of the 
consignments through Customs. 
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One of the conditions of the licence was as follows: 

'(iv) the goods for the import of which the licence hat been 
granted shan be the property of the licensee at the time 
of import and· thereafter upto the time of clearance 
through Customs'. 

I<urther, it has been stated in the letter of authority that 'the 
person or concern in whose favour letter of authority is 
issued will act only as an agent of the licensee and the good! 
imported shall be the property of the licensee both at the 
time of clearance through the Customs and subsequently 
thereto'. Thus in terms of the licence and the letter of 
authority, the goods belonged to the licensee, namely Com-
missioner of Excise, West Bengal and Mis. ACCI Limited 
acted as a holder of letter of authority and arranged impor-
tations. 

Since the bills of entry were filed by Mis. ACC! Limited and they 
acted as agent for import and clearing the goods through 
Customs the demand letters were issued to them, with copies 

to Commissioner of Excise, Government of West Bengal. 

According to Section 2(26) of the Customs Act, 1962, 'importer' 
in relation to any goods at any time between their importation 
and the time when they are cleared for home consumpticn 

includes the owner or any person 'holding himself out to be 
the importer. The Commissioner of Excise, West Bengal 
Government being the licensee in this caSe is the owner of 
the goods in terms of the licence and the letter of authority 
and is also 'importer' according to Section 2(26) of the 
Customs Act, 1962. The Government of West Bengal were, 
therefore, concerned with the importation and as a conse-
quence had represented against the demands issued in this 
case. 

Collector of Customs, Calcutta has intimated that the cases have 
not yet been adjudicated as a reference has been made by him 

to the Branch Secretariat of Ministry of Law and Justice and 
that further action will be taken on receipt of their advice." 

2.50. The Committee desired to know whether there had been any 
further diversion of ethyl alcohol, in addition to the 28,69,950 litres, for 
potable purposes in West Bengal and, if so, whether demands for dufJ 

.599 LS--4 
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bad beta raised in rh ~s.: C1SCS a/so. The representative of the Central 
Board ot EAcise and Customs stated: 

"We have sent several replies to questions asked by the Committee 
on the basis of information given to us in writing by the West 
Bengal Government and as verified by the Collector of 
Customs. On 19th the office of the Comptroller and Auditor 
General have enquired whether it is a fact that some more 
quantity than what we had set out in some of our replies was 
actually diverted for potable purposes. That Jetter was 
received on 20th and immediately we sent a telex to Calcutta 
Customs to check with the West Bengal Government. Now 
I had received a telephonic message before coming here, say-
ing that it appears to be correct that there has been some 
more quantity diverted and some of the replies that we had 
sent might need factual correction. I am, however, awaiting 
a detailed report on this from the CoJlector of Customs •. 
Calcutta. 

2.51. A written note furnh,hed subsequently furnished to the Com-
"tjUee in this regard is reproduced below: 

"In add:tion to the diversion of 28,69,950 litres of ethyl alcohol 
imported during 1972-73 as already intimated to the Committee 
the Custom House. Calcutta has intimated that a further 
diversion of 2,94,050 Htres of alcohol for manufacrure of 
potable liquor has been reported. This additional quantity 
of 2,94,050 lit res relates to the importations made during 
1973-74, as reported by the Commissioner of Excise, 'West 
Bengal. 

The Customs House, Calcutta has reported that duty, calculated 
on average basis, on 2,94,050 litres of alcohol (out of the 
alcohol imported during 1973-74 by the Government of West 
Bengal) worked out to Rs. 2,35,38,558.48 paise only under 
item 22(4) ICT. 

Collector of Customs, Calcutta has reported that as a precau-
tionary measure demands covering the entire quantity of 
ethyl alcohol imported in 1973-74 were issued by the Cus-
tom House and the aforesaid amount is included in these 
demand letters. This course was adopted because at that 
time the Custom House was not aware of the extent of diver-
sion of ethyl alcohol for potable purposes out of the quantity 
imported in 1973-74." 
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2.52. Whco the Committee pointed out that this amounted to A grav~ 
~ap causing unjustified burden on the foreign excbaoge besides resultiIJg 
In loss of customs duty, the witness stated; 

"If it is conceded that there was diversion of alcohol for uses not 
intended and all the other conclusions would automatically 
follow." 

2.53. Since violations of the terms of the exemption notification had 
come to notice, the Committee asked whether Government should not 
proceed a&.ainst the defaulters under the provisions of the Customs Act 
by confiscation, etc. In a note furnished to the Committee, the Ministry 
of Finance (Dep!lrtment of Revenue and Insurance) stated: 

"The Collector of Customs, Calcutta (who is the adjudicating 
authority) has reported that since the goods have already 
been released from the Customs control on the basis of the 
ad hoc exemption orders and have presumably been consumed, 
the question of confiscating the g.oods at this stage does not 
arise. However, the question of realisation of duty on the 
quantities of ethyl alcohol diverted for non-industrial purposes 
is under consideration." 

2.54. The imports of ethyl alcohol were meant for industrial purposes 
and the foreign exchange had also been released for a specific purpQse. 
The Committee. therefore, enquired whether the diversions for non-
industrial, potable purposes were not violations of the Import Control 
and Foreign Exchange Regulation Acts, and, if so, the Committee desired 
to know what action was proposed against the defaulters under these 
Acts. The Chief Controller of Imports and Exports stated. in a note: 

"Since the imports were intended for use as raw materials in the 
alcohol-based industries and not for potable use, any diversion 
of the imported synthetic ethyl a.Icohol for the purpose. other 
than the one for which import was requested and allowed, 
would attract the penal provisions of the Imports (Control) 
Order, 1955 (as amended from time to ti·me) , issued in 
exercise of powers conferred under Sections 3 and 4 of tile 
Imports and Exports (Control) Act. 1947, as the purpose for 
which requests for licences were submitted and licences had 
heen issued would have been defeated. The action to be 
taken/proposed to be taken would depend on the declarations 
made in the applications as well as on the actual facts regard-
ing diversion of the imported ethyl alcohol for Don-industrial 
purposes as stated above, by the defaulters. For this purpose, 
various documents have to be ex.aanined and only on the basis 
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of lOch an examination, it can be detecmined what action can 
1Je taken againSt the defaulters ... 

As regards violation of the Foreign Exchange Regulation Act, the Ministry 
of Vmance (Department of :Economic Affairs) stated in another note: 

"00 the general question raised by the Public Accounts Committee 
regarding possible violations of the Foreign Exchange Control 
Act, in a case like the one mentioned above, this Department 
sought the advice of the Reserve Bank of India. The R.B.1. 
have advised thus: 

'Reference your telex No. 15 of 2nd January. 1975 in connec-
tion with a case pending before the Public Accounts 
Committee. Our Legal Department have opined that 
if the goods (same in quality and quantity etc.) for which 
payment has been made in foreign exchange have actually 
been imported into India. it cannot be said that the 
foreign exchange so acquired has been used for any 
purpose other than the purpose for which it has been 
released within the meaning of Sub-Section (3) of 
Section 8 of the Foreign Exchange Regulation Act, 1973. 
The fact that the goods so imported have been sub-
sequently put to a different USe would not alter the 
above position. Therefore, on the facts, the provisions 
of the F.E.R. Act, are not attracted. It may be added 
that the question of diverting imports to unauthorised 
uses could be a violation of import licensing and customs 
regulations'. 

This Department agrees with the views expressed by the Reserve 
Bank of India." 

3. Imports by Syatbetics and Chemicals 

3.1. The Committee were also informed by Audit that apart from the 
imports by Alkali Chemical Cor-portation of India on behalf of the Govern-
ment of West Bengal, an im{:'()rt of ethyl alcohol bv Synthetics and 
Chemicals, Bareilly had also been permitted during 1972-73. 

3.2. The Committe~ desired to know when Synthetics and Chemicals 
had approached the Ministry of Petroleum and Chemicals for permission 
to import ethvl alcohol. The Joint Secret?ry. Ministry of Petroleum and 
Chemicals stated that they came around April 1972. The Ministry also 
furnished, at the instance of the Committee, the correspondence re1ating 
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to this import. A note furnished by the Ministry indicating the arguments 
advanced and reasons given by Synthetics and Chemicals for importing 
ethyl alcohol and obtaining exemption from Customs duty is r~produeed 
below: 

"The request for import of alcohol and for exemption from Custom 
Duty. were contained in the Company's letter of 18th April, 
1972. In that leUel" M/s. Synthetics and Chemicals explained 
that for their production of 33,000 tonnes of synthetic rubber, 
they would need 16.9 million gallons of alcohol. They 
expected a portion of the alcohol requirement to be met by 
Butadiene available from NOCIL. The availability of 
Butadiene was indicated at 5500 metric tonnes equiva!::nt to 
4.4 million gallons of alchohol. After deducting the alcohol 
requirements of Butadiene and providing for safe minimum 
inventory (1.0 million gallons), the net requirement of alcohol 
was indicated as 13.5 million gallons (60.7 million titres). 
The availability of indigenous alcohol was ex.peeted to be 8.0 
million gallons (36.0 million litres). A shortfall in the 
availability of alcohol to the extent of 5.5 million gallons 
(24.7 million litres) was estimated. For meeting the shortfall 
in the availability of indigenous alcohol the firm submitted 
an application for the import of 24.00 million titres (20.000 
tonnes) of alcohol. 

Drawing Government attention to the exemption of custom duty 
allowed on import of alcohol effected in 1967-68 M/s. 
Synthetics and Chemicals requested that exemption be allowed 
on the import of 20,000 tonnes to be imported. This letter 
in SO far as it concerned the request for import of alcohol 
was disposed of at the level of Minister (Petroleum & Chemi-
cals) . Subsequently in their telegram dated 22-8-1972 and 
a letter of 25-9-1972, M/s. Synthetics and Chemicals reiterated 
their request for exemption of Custom Duty and/or any excise 
countervailing excise duties on the imported alcohol on the 
same basis as agreed to on previous imports. The argument 
advanced by the company was that the cost difference even 
without customs duty was as high ,as about three times the 

, cost of indigenous alcohol. the delivered cost of industrial 
alcohol being Rs. 342.216/KL in 1972 as against the estimated 
delivered cost of imported alcohol at Rs. 906.28/KL at 
Bareillv. The request for exemption was recommended to 
the Ministry of Finance at the level of Joint Secretary." 
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3.3. The loint Secretary of the Ministry of Petroleum and Chem.icaJa 

stated in this connection du.ri.ng evidence: 

"Their requirement was indicated at 56 million litres and the UP 
Government were in a position to allot them only 40 million 
litres. For the balance, an import of 10,000 tonnes was 
allowed. It would be about 12 million litres. Their licensed 
capacity was 30,000 tonnes which would be equal to 78 million 
litres. They can produce 3 or 4 thousand tonnes more. As 
against this total, their requirement will be for 56 million 
liters." 

3.4. The Committee asked whether the Ministry had satisfied itself 
about the claim made by Synthetics and Olemioals about the requirements 
of ethyl alcohol for production of synthetic rubber and whether the alcohol 
available in Uttar Pradesh, which was 18: surplus State for alcohol, was not 
adequate to meet the requirements of this factory. The Committee also 
desired to know the foreign exchange content of this import. The Ministry 

of Petroleum and Chemicals informed the Committee in a note as follows: 

"The licensed capacity of Mis. Synthetics and Chemicals, BareiUy 
for manufacture of synthetic rubber is 30,000 tOMes per ann'Um 
On the basic of 2.2 kg. of alcohol for 1 kg. of synthetic 
rubber the total requirement of alcohol for capacity prod~ 
tion of synthetic rubber is 66,000 tOJ)J1eS. 

Besides alcohol, Butadiene purchased [rom NOCIL is also used 
by this company in the manufacture of synthetic rubber. 
Mis. Synthetics and Chemicals obtained 6230 tonnes of 
Butadiene from NOCIL during J 972 which is equal to 17,562 
tonnes of alcohol. After deducting the alcohol equivalent of 
6230 tonnes of Butadiene the net requirement of 'alcohol was 
48,438 tonnes equivalent to 58.12 million litres. 

The availability position of Molassesl Alcohol in Uttar Pradesh 
during the alcohol year 1-12-1971 to 30-11-1972 was reviewed 
in a meeting held in the Ministry of Petroleum and Chemicals 
with the representatives of the Government of Uttar Pradesh 
(Excise Secretary and Excise Commissioner) on 14th August, 
1972. The position revealed at the meeting was as under: 

Estimated production of molasses from 1-12-1971 to 
30- II - 1972 

-------
Carryover stock 

Total 

3'085 lakh tonnes (excluding 
Nov., 1971 production of 

o·2ii.t) 

2 

1068 lakh tonnes 

• 4' 153 lakh tonnes 
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Less'~ percent of operlltionalloss 

"Net availability of Molaase$ • 
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Quantity reserved for small scale and other uses 

Net quantity available Cor ellstillation 

o· 208 lakh tonnes 

• 3 '945 Mth tOMeS. 

o· I14iakh teMes. 

3' 831 lakb tonr.e!. 

Production of alcohol @ 22 S litres per t<'JUle of molasses 86' 209 millien titles. 

Carryover stock of alcohlll 

"Total availability of alcohol ..,. 
II' 164 million litres. 

97' 373 million litres . 

The representative of the Government of Uttar Pradesh stated at 
the above meeting that the quantity of alcohol that could be 
assured to MIs. Synthetics and Chemicals from Uttar Pradesh 
would be only 40.00 million titres as per utilisation patte1'l1 
given below: 

Purpose 
Quantity in 

million 
Iitres 

___________ ._._. _____ .• _. ___ • ___ -' ... #_'0 ____ _ 

Potable use 

Somaya, Barabanki 

Other Stat.es 

Synthetics 8l\d Chemicals 

Opening stock for next year 

28'00 

10'00 

93'37 

It was also mentioned at the meeting by the officers of the Govern-
ment of Uttar Pradesh that the position in the following year 
was also going to be critical, although production of sugarcane 
Was eXipected to be better than previous year by 10 per cent; 
it was apprehended that due to diversion of sugarcane to 'gur' 
and 'khandsari' availability of sugarcane for sugar factories 
may be reduced thereby effecting adversly the production of 
molasses and consequently of alcohol. Government of India, 
before agreeing to any import of alcohol for Synthotics and 
Chemicals explored the possibility of getting inter-State 
allocations of alcohol for this company. Ultimately only 3.5 
million litres of alcohol could be expected to be available from 

-~ Maharashtra. 
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In view of the position stated above, the following decisions weJle 
taken: 

1. Mis. Synthetics and Chemicals to get 43.5 million litres of 
alcohol (3.5 million litres from Maharashtra and 40.00 
million litres from U.P. as against their requirements of 
56.25 million ,litres during the year). 

2. To meet the deficit, Mis. Synthetics and Chemicals be 
allowed to import 10,000 tonnes of alcohol so that their 
production -of synthetic rubber is not adversely affected 
to an appreciable extent. 

As per the above decision foreign exchange to the extent of 81.00 
lakhs for importing 10,000 tonnes of alcohol by S.T.C. was 
released by the Ministry of Finance (Department of Economic 
Affairs) on 8-9-1972. Subsequently, the State Trading Cor-
poration pointed out that the contract entered into with tbe 
foreign supplier provided for shipment of 10,000 metric 
tonnes, 5 per cent more or less at Master's option. The S.T.C. 
therefore desired that the value of the import licence be 
enhanced by Rs. 7,20,000 so as to cover a quantity of 10,500 
metric tDnnes. Accordingly a further allocation of Rs. 7.20 
lakhs was agreed to by the Ministry of Finance (Department 
of Economic Affairs) on 4-10-1972 making a total of 
Rs. 88.20 lakhs." 

3.5· An extract from a letter dated 25th September, 1972 from Synthe-
tics and Chemicals Ltd. to the Ministry of Petroleum and Chemicals is 
reproduced below: 

"You will notice from the enclosed data that the cost differences 
are as high as about three times the cost of indigenous alcohol 
and it is for this reasoo we had requested for this exemption. 
We may add that this was allowed to us during 1966-67 and 
1967 -68 for importing alcohol and also Government had 
aU owed increase in the prices of our synthetic rubbers because 
of compulsory use of high cost akoho1. We understand that 
similar consider'ation has also been given to Mis. Alkali 
Chemical Corporation of India, Rishra on imported alcohol 

required for production of polyethylene which is a non-priority 
item as compared with synthetic rubber." 

3.6. The Committee desired to know when and the port at which the 
import of ethyl alcohol was made by Synthetics and Chemicals. The 
loint Secretary, Ministry of Petroleum and Chemicals stated that the import 
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had taken place at Kandla Port in December, 1912. Subsequently, the: 
Ministry of Finance (Department of Revenue and Insurance) informed. 
the Committee that the import had taken place on 27th December, 1972_ 
The Committee asked how Kandla could be the nearest port to BareiUy. 
The Executive Director, State Trading Corporation stated: 

"The reason was, there was a chartered vessel available which we got 
very cheap and the CIF price was very low. In Kandla port 
there is less possibility of demurrage. So, taking the totality 
of circumstances, we chose KandJa port. The ocean freight 
would have been higher if it is Calcutta." 

3.7. In reply to another question on the actual production of synthetic 
rubber by the company in 1972 as against the licensed capacity of 30,000· 
tonnes, the Joint Secretary, Ministry of Petroleum and Chemicals replied. 
that it was 27,653 tonnes. The production during the other years furni .. 
by him, at the instance of the Committee, was as fOllows: 

1967 21,810 tons 

1968 25,189 " 
196} 24,590 " 
1970 30,338 " 
1971 33,024 " 
T973 20,886 " 

3.8. The Committee asked why the Ministry could not aUocate the' 
alcohol required by Synthetics and Chemicals from the local production 
of Uttar Pradesh instead of spending a foreign exchange of Rs. 88.20· 
lakhs for imports. The witness stated: 

"The total availability of alcohol was indicated in the meeting held 
in August, 1972 in U.P. as 97.37 miUion Htres including the 
carry over stock of 11 .16 million lit res. It was at that time that 
the repr~ntatives of the U.P. Government said that they 
would be able to give 40 million litres to Synthetics and Chemi-
cals and indicated thi'!> as the use of the balance quantity avail-
ab'e with them ae; 28 million Jitres potable use. 10 million 
Iitres for Sonl1ya Chemicals at Barabanki and 8; million litres 
was carry over for the next year." 

3.9. Since 8i million litres of alcohol was carried over for next year,. 
the Committee desired to know why this surplus could, not be allotted to· 
a person who was readily requiring it. The witness stated: 

"5 to 10 per cent is the normal carry over and this stock remains, 
in the tanks, all of which cannot be pulled out and then next 
year's allocation takes some time to move." 
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lIe added that in the availability of 97.37 million litres also 11.16 million 
litres carried over from the previous year had been included. 

3.10. When the Committee asked why import should be resorted to 
'when some quantity was available, the witness stated that he understood 
that some quantity remained below in the tanks. 

3.11. The Committee desired to know whether the Uttar Pradesh 
-Qovemment had expressed its inability to allocate alcohol to Synthetics 
and Chemicals. The Joint Secretary, Ministry of Petroleum and Chemi-
,cals stated: 

"The review of the position in respect of u.P. took place in the 
room of Shri B. N. Tandon on 14-8-72 at 11.00 a.m. when 
Shri R. K. Kaul, Excise Secretary and Shri Sehgal, Excise 
Commissioner, u.P. were present. The officers of the U.P. 
reported that the availability of molasses/alcohol had turned 
out to be less than estimated earlier." 

'The Committee asked who were the other persons present at this meeting, 
'beSides the officials of the State Government and the Central Government. 
The witness stated that the record did not show anything more. Subse-

.quently, in a note furnished to the Committee in this regard, the Ministry 
·of Petroleum and Chemicals stated: 

"Minister of Petroleum and Chemicals had written to the Prime 
Minister on 30th May, 1972 and again on 4th July, 1972 regard-
ing the difficult situation which was being faced owing to the 
shortage of molasses and alcohol. In his letter of 4th July, 
1972, the Minister had requeited the Prime Minister to advise 
the Chief Ministers of the concerned States to exercise austerity 
in the matter of non-essential use of alcohol to meet the 
requirements of alcohol-based industries. 

The Prime Minister's Secretariat wanted to apprise themselves of 
the full details of the matter before any action was taken by 
them. It was also suggested by that Secretariat that since the 
officers of this Ministry were in touch with the officers of the 
concerned State Governments the matter may be discussed 
further with them. As a follow up on this, the officers of the 
Ministry of Petroleum and Chemicals reviewed the position 
regarding Maharashtra with the officers of the State Govern-
ment at Bombay on 9th and 11 th August, 1972. The meeting 
with U.P. officers was held at Delhi. The meeting was attended 
by excise Secretary and ...... Excise Commissioner, U.P. 
and .... Joint Secretary, Ministry of Petroleum arid Chemicals 
and Shri .... of the Prime Minister's Secretariat. 
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No agenda for the above meeting was drawn up nor were the minutes 
drafted for circulation. A resume of the discus!lion with the 
Maharashtra and V.P. officers was recorded in a note by Shri ... 
on 14/16-8-72. In view of these discussions, the Minister's 
suggestion for the Prime Minister's intervention with the State 
Chief Ministers' was not pursued." 

3.12. The Committee called for the file relating to this meeting which 
"Was made available. Extracts from a note recorded in this connection 
..are reproduced below: 

"A review of the position in respect of Uttar Pradesh took place in 
room of Sbri B. N. Tandon today at 11 a.nt. when Shri R. K. 
Kaul, Excise Secretary and Shri Sehgal, Excise Commissioner, 
V.P. were present. The officers of the V.P. Government 
reported that the availability of molasses/alcohol had turned 
out to be less than estimated earlier. The statistical picture 
presented by them was as follows: 

Production of molasses frC'm 1-12-71 to 30-J 1-72. 3'c85 lakh tcrnes (rxclvdlJ'lg 
Nov, 1971 prooucticll of o· 264) 

-"Carry-ever swek I '068 talth fOnne!! 

Total 4' 153 lakh tonnes 

Less S percent operating loss • 0' 2.08 lakh tOMes 

Net availability of molasses 3' 945 lakh tonnes 

Quantity reserved for small scale and otner uses 0' JJ41akh tOMes 

Net quantity available for distillation 3' 83 I lakh IOMes 

Production 0 f a\conol Q!'2.2.5litres per tonne of molasses 86' 2C9 millior, litres 

, (; arry-over stock of alcohol 

l'otal availability of alcohol 

1 I ' 164 miUioll Iitres 

97' 373 million }jues 

The representatives of V.P. Government stated that this was 3-4 
million litres less than what had been assumed/estimated by the Govern-
mmt of India. They further pointed out thall in order to keep a reasonable 
quantity as opening stock for the next year (which is all the more neces-
sary considering the fact that the sugarcane crop in the field is expected 
to be only 10 per cent better than last year and that there is uncertainty 
as to the quantity of cane that may be available to sugar factories after 
apprehended diversion for 'gur' and 'khandsari', the quantity of alcohol 
which can be assured to Synthetics and Chemicals is only 40 million litles 

,as against 50-51 million litres expected by the Government of India. The 
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following estimate of utilisation of available alcohol (97.373 million litres)-
was given: 

million Iitres 
----, .. _--------------------

Potable use 

Somaya, Barab'anki 

Other States 

SYllthetics and Chemicals 

Opening stock for the next year 

TOTAL 

z8·000 

10'000 

11'000 

4°'000 

8· 373 

97'373 

The officers of U.P. Government stated that the position next year too· 
was going to be critical, first, because production of sugarcane was expec-
ted to be better than last only by 10 per cent and, secondly, becauseyear 
it was apprehended that, due to diversion if sugarcane to gur' and 
'khandsari', available sugarcane for sugar factories may be reduced thereby 
affecting adverselytbe production of molasses and consequently of alcohol. 

Conclusion. 

The obvious conclusions which emerge from the above are: 

(a) Synthetics and' Chemicals are not expected to get more than 
431 million Iitres of alcohol (31 from Maharashtra and 40 from 
U.P.) as against their requirement of 56.25 million litres during. 
the year. 

(b) To meet the deficit, they should be allowed to import 10,000 
tonnes of alcohOl so that their production of syntbetic rubber is 
not adversely affected to an appreciable extent. 

(c) Considering the prospect of another bad year, we should assess. 
by October, 1972 the quantum of import necessary to keep 
industrial units using alcohol adequately supplied with raw 
material. This should be done in consultation' with the major 
cane-producing States. We should ask them right now to 
give us their first forecast of cane production, mdlasses pro-
duction etc. 

After the above conclusions are approved, a reference will· be' made 
to the Ministry of Finance to approve the propos!lJ for import 
of alcohol made." 
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3.13. The Committee found from a letter dated 25th April, 1972 from 
Alkali Chemical Corporation of India addressed to the Excise Commis-
sioner, West Bengal and copy marked to the Ministry of Petroleum and 

Chemicals that in April 1972, the distilleries in Uttar Pradesh held 
adequate stocks of alcohol, particularly distilleries in Eastern Uttar Pradesh. 
The relevant extract from the letter is reproduced below: 

"We have very reliable information that the V.P. distilleries now 
hold adequate stocks of alcohol, particularly the Eastern, V.P. 
distilleries and some of them do not have any pending alloca~ 
tion with them at present and are capable of meeting our re-
quirements of about 0.9 to 1.0 million gallons over the next 2 
months provided released by U.P. Government." 

3.14. The Committee enquired from the Ministry what action was 
-taken on this letter and, if, as stated in this letter, the Eastern U.P. distil-
leries held adequate stocks of alcohol and also had no pending allocations 
at that time, the justification. for recommending imports in the case of 
Synthetics and Chemicals Ltd. The Ministry of Petroleum and Chemicals, 
in a note furnished to the Committee stated: 

~'The above letter was received in this Minister on 27-4-1972. 
Another copy of this letter was received through Government 
of West Bengal in the first week of May, 1972. The whole 
position res~arding indigenous availability of alcohol in V.P. was 
reviewed in the meeting of the Working Committee of Central 
Molasses Board held in the Ministry of Petroleum and Chemi-
cals on 20th May, ] 972 which was attended by representatives 
of State Government of U.P. also. As a result of this review 
the inter-State allocations made in January, 1972 were revised. 
It emerged that in addition to the supplies of alcohol allocated 
from U.P., MIs. Synthetic and Chemicals required another 
six million litres from indigenous sources· This quantity of 
alcohol was allocated in favour of this unit from Maharashtra. 
The allocations were followed up with Maharashtra Govern-
ment and ultimately imports had to be lillowed for Mis. Syn-
thetics and Chemicals." 

3.15. According to the Prospectus of Synthetics and CJlemicals Ltd. 
the proposed location of the factory was centrally situated for obtaining 
alcohol from all centres of alcohol production within the Stille and that 
power alcohol, the base for synthetic rubber, was easily ohtainable in large 
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quantities in Uttar Pradesh. Relevant extracts from the Prospectus are: 
reproduced below: 

"Location: 

The Uttar Pradesh State Government and the Government of India 
bad originally planned for a Synthetic Rubber Project to be-
located in U.P. based on the large availability of alcohol as a 
bye-product of the Sugar Industry. It is therefore intended to-
set up this Plant in Uttar Pradesh. A suitable site admeasuring 
approximately 1200 acres situate near Bareilly is available ana 
steps are being taken to obtain the same with the assistance of 
the Uttar Pradesh Government. The proposed site has railway 
facilities and is centraUy situated for obtaining alcohol from all 
Centres of alcohol production within the State. 

The Government of India made it a condition that the manufacture 
of synthetic rubber should be based upon alcohol. Power 
alcohol is easily obtainable in large quantities in Uttar Pradesh. 

Messrs Kilachand Devchand & Co. Pdvate Ltd. a!' Promoters have 
initiated proceedings for acquiring a part of the land under the 
provisions of the Land Acquisition Act and to obtain the rest 
by purchase. 

Raw Materials: 
For production of synthetic rubbers and latices it is necessary to set 

up plants for styrene monomer and butadiene and therefore 
provision is made to manufacture styrene monomer and buta-

diene. The production of these intermediates viz. styrene and 
. butadiene would require about 14,000,000 gallons of alcohol. 
Arrangements have been discussed with the Government of D.P. 
for obtaining the required quantities of alcohol at reasonable 
prices. The other principal raw material viz. Benzene required 
for production of Styrene will be available from the steel plants 
and steps -are being taken to arrange for Benzene supply at 
reasonable price on long term bacis. Except for a few special 
Chemicals which will have to be presently imported, most of the 
other chemicals are available in the country." 

3.16. When the attention of the witness was drawn to the Prospectus of 
the company. the Joint Secretary, Ministry of Petroleum aond Chemicals 
stated: 

&lOne of the considerations in permitting the setting up of the unit 
was that surplus alcohol in the northern region-in Bihar and 
Punjab-could be utilised by this unit." 
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3.17. The Committee asked whether it was Dot a fact that prior to-
1972-73, Synthetics and Chemicals Ltd. were utilising only V.P. alcohol 
or other indigenous alcohol and that there was no import. The witness. 
repJied: 

"The imported alcohol utilised by the Synthetics and Chemicals Ltd . 
.in 1967 was 21.43 million litres nnd in 1968, 35.37 milliOJll 

·litres. Then, in 1969 it was 54,000 Jitres." 

3.18. When the Committee pointed out that there was 00 need for the-
import of alcohol at least so far as Synthetics and ChemiCals were concern-
ed and that the import and the foreign exchange spent thereon was unjusti-
fied, reSultin$ also in loss of Customs duty, the wi1l1ess stated: 

"The assessment of availability of alcohol in the alcohol year 1972-
73 showed that there will be a deficit of 55,000 tonnes and in-
1971-72 the deficit was estimated at about 36 million Utrea." 

3.19. In their application for permission to import alcohol, Synthetics 
and Chemicals had stated that the imports were bc:ing negotiated with MIs. 
Bay Bridge Co., U.K., who were the business associates of Synthetics and 
Chemicals Ltd. The Committee desired to know whether, being aware of 
this connection, the Ministry took care to check the prices of imported-
alcohol from the business associates before allocating foreign exchange. Tho 
Joint Secretary, Ministry of Petroleum and Chemicals stated: 

"It was understood that MIs. Bay Bridge Company were busine .. 
associates of the Kilachand group. That is why the imports 
were decided to be done through STC." 

He added that the ultimate suppliers were Mis. Soeficia of France. Tho· 
representative of the State Trading Corporation confirmed that so far as the 
STC was aware, Mis. Soeficia had no connection with MIs. Bay Bridge 
Company. The witness also added that the State Trading Corporation had 
invited global tenders and enquires had been sent to all. 

3.20. The Committee desired to know whether it was the policy of 
Government that the impon of alcohol should be canalised and, therefore,. 
the impon on behalf of Synthetics and Chemicals Ltd. had been canalised-
tIlrougb STC. If this was the reason, the Committee also asked why the 
imports in West Bengal bad not been canalised through STC. The Ministry 
of Petroleum and Chemicals informed the Committee in a note as followa: 

",Prior to the financial Year 1974-75 alcohol was Dot a canalised 
item under the Import Control Policy. There was, however, no-
bar OD import of this item through S.T.C. 
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'MIs. Synthetic and Chemicals who applied for import of al&obol in 
April, 1972 obtained quotations fr()m Mis. Baybridge, U.K. 

and MIs. Indian Molasses Co. for the import of alcohol at the 
following ratcs: 

MIs. Beybridge-$ 111.30 per M. Ton CIF Kandla. 

MIs. Indian Molasses Co.-$ 111.50 per M. Ton CIF Kandla. 

It was understood that MIs. Baybridge Co. were the business asSo-
ciates of Mis. Kilachand group, which own Mis. Synthetics and 
Chemicals, Bareilly. Mis. Kilachand group is one of the large 
Houses. It was felt that with more streneous efforts they could 
have secured a lower price. In March, 1972 A.C.C.I. had been 
allowed import of 20,000 tonnes of alcohol @ $ 100 per tonne. 
On a suggestion from D.G.T.O. whether it would not be desira-
ble to import alcohol through STC, the STC was contacted who 
informed this Ministry that the Corporation would be in a 
positicn to secure imported alcohol. It was accordingly decided 

to entrust the import through S.T.C. subject to the condition 
that the import would be on a global tendering basis in consul-
tation with Mis. Synthetic and Chemicals and a ceiling rate of 
$ 111 per tonne was imposed. The import of alcohol by the 
Government of West Bengal through ACCI was allowed as the 
prices were reasonable." 

3.21. Since it had been stated in the written reply of the Ministry that 
it had been decided to entrust the import to STe, subject to the condition 
that the imJ)<?rt wduld be on a global tender basis, in consultation with 

. Synthetics and Chemicals Ltd., the Committee desired to know the precise 
reasons for the need for finalising the globll:l tenders, ill consultation with 

the firm. The Joint Secretary, Ministry of Petroleum & Chemicals stated. 

"This is according to the decision taken in the fIle. I will read out 
the relevant portion .... This is given in the note of the Ministry 
of Finance (Department of Economic Affairs). I will read out 
the paragraph. 

~ow the Department of Economic Affairs have agreed to the import 
of 10,000 tonnes of industrial alcohol. The import will be 
financed under the I.D.A. industrial import credit and will have 
to be made by STC. The import will be on global tender basis 
in consultation with Synthetics and Chemicals Ltd.'." 

The Committee asked why a global tender should be floated in consultation 
with a private firm. The witness replied that he could not throw more 
tight on this point. 
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3.22. The Committee asked whether the witness could cite any instance 
that a private sector company should supervise the purchasing by the State 
Trading Corporation. The witness stated that he could not cite any 
instance. 

3.23. The Ministry of Petroleum & Chemicals stated subsequently in a 
written note: 

"The note by the Ministry of Finance (Department of Economic 
Affairs) has been recorded on 8th September, 1972 in the file of 
the Ministry of Petroleum and Chemi~aJs when the matter was 
referred to that Department for release of foreign exchange for 
the import of 10,000 tonnes of industrial alcohol. . The note 
reads as below: 

'The Department of Economic Affairs agree to the import of 
10,000 tonnes of Industrial alcohol. The import will be 
financed under the IDA IndustritI Imports credit and will 
have to be made by STC. The impon will be on a global 
tendering basis in consultation with Synthetics and Chemi-
cals Ltd. STC will have to be told to strictly observe IDA. 

A copy of the Order issued in this connection is placed below': 

Mention was made earlier of the decision communicated by the 
Ministry of Finance in the above note. Ministry of Financo 
had recorded the above note in con!)'UItation with !he Economic 
Adviser. Since this was a completely new item for the STC tc 
handle and there could arise problems of specjfic~tions, phasing 
of deliveries/utilisation, it was stipulated that STC consult MIs. 
Synthetics and Chemicals so that the imports were as per the 
technical specifications and delivery schedule req~ired by the 
party. There is nothing unusual about this stipulation as the 
canalising agencies generally consult the actual users in regard 
to these matters except where the imports are of generic items 
required by a large number of actual users." 

3.24. In respect of imports in West Bengal, a question had been asked 
"by the Committee as to why it was not possible to import denatured spirit 
·'as such instead of ethyl alcohol and dCllaturing it subsequently. It was 
then stated that for different products, the same deD'8tllred spirit cannot be 
used and that different denaturants would be necessary for different indus-
tries. It was also stated that there would be no problems if the impon was 

:meallt only for one particular industry, as it would tben be PDisible to know 
which would be the appropriate denaturant. .In the light of thiS, the Com· 

. mittee desired to know why Synthetics and Ch~micals Ltd. were allowed to 
599 LS.-5. 
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import undenatured alcohol. when tihe alcoh')l was specifically required fa ... · 
the manufacture of synthetic rubber and the c.lennturant could have been 
specified in this case. The Ministry of Petroleum and Chemia1s stated in. 
a note: 

"When import of ethyl alcohol was recommended in favour of MIs. 
Synthetic and Chemicals Ltd .• by the Ministry of Petroleum and" 
Chemicals. it was not examined whether the alcohol should be. 
denatured before importation." 

3.25· A copy of the ad hoc exemption order No.4 dated 4th January,. 
1973, exempting the imported alcohol in this case from the payment oC 
customs duty. is reproduced below: 

"To 
The Collector of Central Excise, Ahmedabad. 

Sir, 

Sub: Exemption-Import duty-alcohol for producing synthetlc: 
rubber. 

1 am directed to say that in exercise of the powers conferred by sub-
section (2) of Section 2S of the Customs Act, 1962 (52 at 
1962), read with sub-section (4) of Section 62 of the Finance 
Act, 1972 (16 of 1972), the Central Government being satisfied 
that it is necessary in the public interest so to do. hereby 
exempts a quantity of 10,000 tonnes of alcohol imported by the 
State Trading Corporation for supply to Mis. Synthetic and 
Chemicals Ltd. for use in the manufacture of synthetic rubber 
in their factory at Bareilly (U.P.) from the payment of duty of 
customs and also the regulatory dUly of customs leviable there-
on, subject to the production of Import Trade Central Licence 
in respect thereof, from the Chief Controller of Imports and' 
Exports, New Delhi and subject to an undertaking being given 
that the alcohol would be used SOlely for producing synthetic 
rubber in the State of U.P. and to the production of the follow-
ing certificates to the effect that the said ulcohol: 

(i) is already denatured, and 

(fi) would move under bond to bonded warehouses under the-
control of the Commissioner of Excise, Government of 
Uttar Pradesh 8I1d that the uae of alcohol for the aforesaid 
purpose will be under his supervision. 
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This order is being issued in order that the prices of synthetic 
rubber produced out of imported ethyl alcohol are kept 
lower than those from natural rubber and thereby enable 
the rubber industry in the country to be developed on 
rational lines. 

Yours faithfully, 
Sd/-

Under Secretary to the Govt. of India" 

Subsequently, at the request of Synthetics and Chemicals Ltd. and on the 
recommendation of the Ministry of Petroleum and Chemicals, the quantity 
of 10,000 tonnes was enhanced to 10,500 tOMes. 

3.26 The Committee asked whether the Ministry of petroleum and 
Chemicals have any machinery to ensure that the raw materials which are 
allowed to be imported for a particular purpose are 'actually used for that 
purpose. The Joint Secretary, Ministry of Petroleum and Chemica1s stated 
that this was watched by the Customs and Excise authorities. The Finance 
Secretary sl'ated in this connection: 

"The exemption seems to have been given subject to the followlDg 
conditions: Subject to the undertaking being given that the 
alcohol should be used solely for producing synthetic rubber in 
U.P. and the production of the following certificate to the effect 
that the said alcohol is (i) already denatured, and (ii) would 
move under bond to bonded warehouses under the control of the 
Commissioner of Excise, Government of Uttar Pradesh and that 
the uSe of alcohol for the aforesaid purpuse will be under his 
S'upervision ... 

The Ministry of Finance (Department of Revenue and Insurance), in a note 
fumilhed to the Committee, stated in this connection: 

MIf duty relief in respect of any goods, allowed to be imported, IS 
granted subject to the condition that they are to be used only 

for specific purposes, the Custom House takes ~I bond or an 
undertaking, where it is considered necessary, or where taking 
of such a bond or undertaking is prescribed in the exemption 
order itself, with a view to ensuring that the end-use conditions 
are fulfilled. A watch is kept on such cases with the help of a 
register and the bond or undertaking discharged on being satis-
fied regarding the end-use. Action in case of default can be 
taken against the importer in terms of the bond or undertaking 
without prejudice to any other action that maybe taken under 
the law." 
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In reply to another question on who was responsible for the physical 
compliance part of it, the Joint Secretary, Ministry of Petroleum 'and 
(bernicals slated that it was the State Excise Department. He added: 

hDmaturing has to be done at Kandla; that is the responsibility at 
customs. Further movement to Barcilly in bond is watched by 
the State excise authorities." 

3.27. The Committee desired to know thl! arrangements available at 
Kandla for denaturing the alcohol. The witness stated: 

"The denaturation work at K'andla was supervised jointly by the 
Pr,:ventive Officer (Customs), KandJa and the Inspector of 
Prohibition and Excise there." 

As regads the arrangements at Kandla for denaturing, he stated that 
be did not h'8ve detailed information. The representative of the Central 
Bo~rd of Excise and Customs stated in this connection: 

"According to the report that we have received from the officer-in-
charge at Kandla. it appears that denaturation was done under 
the joint supervision of the customs and State excise authorities." 

He added that the work of denaturing had been left to .the State autho-
rities. 

3.28. When the Committee asked whether it was the responsibility of 
the Government of Gujarat or the Government of Uttar Pradesh, the wit· 
ness repJied: 

"If information is required in respect. of alcohol dcnatured before 
cl=u-ance from the shore banks, then naturally it was the Gujarat 
State." 

3.29. The Committee desired to know how the dC'llaturing was actually 
done, the arrangements available. for denaturing, what exactly was the pro-
cess BOne through for the purpose and w~et~l'r the alcohol had, in fact, 
been denatured l?efore moving out of Kandla. The representative of the 
Central Board of Excise and Customs stated that the reports which he had 
confirmed that the alcohol was denatured. He 'added that if some doubt 
was entertained on this point. he would recheck and revert back. 

3.30. When the Committee asked in this connection how it could be 
found out at. this stage, the witness replied: 

"We can verify whether it was denatUred before it was removed. 
There must be some contemporaneo'ls l'econ.l either with t'le 

Customs or with the St:tte authorities." 
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Since denaturing was a technical job, the Committee asked whether the 
V.P. Government had been entrusted with the job of doing it. ,The 
witness replied: 

"Denaturing is done both by the departme,nt of Customs and by 
the State Government. The use of denaturants may vary, 
depending upon tbe end-use." 

He added: 

"If the Customs were to do it, there is certainly a procedure pres-
cribed for it~ and our Customs laboratories have got certain 
facilities. We do not have detailed information on the point 
viz. What are the arrangements available with the State 
excise authorities." 

3.31. Subsequently, in a note furnished to the Committee in this re-
~d, the Ministry of Finance (Department of Revenue and Insurance) 
stated: 

"The Assistant Collector of Customs, Kandla has' reported that 
consignment of Ethyl Alcohol imported in 1972-73 was dena-
tured under combined supervision of Customs, Superinten-
dent Prohibition and Excise of Gujarat Government, sur-
veyors Metchlf Hodginsons Pvt. Ltd. and Erich son 
Richards. It was denatured with 0.2 per cent crotonal dchyde 
in tanks. To ensure proper mixing a measured quantity of 
denaturant was introduced at the bottom of empty tank and 

", alcohol pumped through the bottom inlet to ensure proper 
and continuous mixing." 

Copies of the telegram dated 30th August 1974 received in this connee-
. tion by the Ministry from the As~istant CoIlector of Customs, Kandla. 
cert.i1,icate dated 13th September 1973 of the Inspector of Prohibition and 
Excise, Kandla and the chemical analysis report, furnished to the Com-
mittee by the Ministry, are reproduced in Appendix IX. 

3.32. The Committee desired to know what would have been the duty 
collected in the case of imports by Synthetics and Chemical1i Ltd., und~t 
ICT 22(4), if there had been no exemption. The representative of the 

Central Board of Excise and Customs stated: 

"If there would have b~ no exemption. there would have bren 
no import." 
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1n a note furnished to the Committee subsequently. the Minisuy oJ 
Finance (Department of Revenue and Insurance) stated: 

"Duty on the quantity of ethyl alcohol imported by M/s. Synthe. 
tics and Chemicals, Bareilly in terms of ad hoc exemption 
orders No.4 (F. No. 355/101/72-Cus. I) dated 4th January 
1973 and No. 56 (F. No. 355/101/72 Cus. 1) dated 24th 
January 1973 during 1972-73, jf calculated under item 22(4) 
ICf comes to Rs. 102.94 crores (approximately). In calculat-
ing this amount, the quantity in Htres taken into account has 
been obtained by converting the quantity in metric tonnes by the 
aWiication of specific gravity of 0.816 to the ethyl alcohol. 
In this connection it may be mentioned that the entire quan-
tity of alcohol was denatured before clearance through 
Customs." 

3.33. The Committee enquired from the Ministry of Railways (Rail-
way Board) whether any indents had been placed by Synthetics and 
Chemicals Ltd. for tank wagons for the movement of alcohol from I<andla 
to Bareilly in 1972-73. The Railway Board informed the Committee 
that no indents for the movement of alcohol had been placed on the Rail-
ways by Synthetics and Chemicals in 1972-73. When this was pointed 
out to the Ministry of Finance by the Committee during evidence, the 
representative of the Central Board of Excise and Customs stated: 

"During 1 ~72-73, they may not have moved but subsequently 
They may have kept the alcohol in storage." 

3.34. The Committee asked whether the Ministry was aware that the 
alcohol had actually reached Bateilly and utilised for the purpose for 
which it had been imported. The Joint Secretary, Ministry of Petroleum 
and Chemicals stated: 

"At a meeting held in October 1974, the Excise Commissioner, 
U.P. informed me that this alcohol had moved from Kandla 
to Bareilly over the period July to October 1974." 

The representative of the Central Board of Excise and Customs stated in 
this connection: 

, ''The exemption order stipulates that. We have reports upto 26th 
September 1974. Out of 10,000 metric tonnes imnorted, 
7193 metric tonnes have been received in Bareillv. For the 
balance, we do not have the official report. P&C Ministry 
keep a watch on it." 
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3.35. Since it had been stated that the Ministry of Petroleum and 
..chemicals ke~ a watch on the movement of the alcohol from the port of 
impon to its destination, the Committee desired to know the macbinery 
.available with the Ministry of Petroleum and Chemicals to verify or 
monitor the movement of imported commodities and how this was ensured 
in the case of imports by Synthetics and Chemicals Ltd. The Ministry of 
.Petroleum and Chemicals stated in a note furnished to the Committee: 

"The Ministry of Petroleum and Chemicals has no separate 
machinery to verify or monitor the movement of imported 
commodities. In the present case, this was looked after by 
the State Excise authorities at the despatch and destination 
points. At Kandla, the material was denatured, before des-
patch, under the supervision of State Excise Authorities. At 
the receiving end whole time excise staff of Government of 
Uttar Pradesh supervised alcohol receipts and issues." 

3.36. The import of ethyl a1cohol by Synthetics and Chemicals Ltd., '.ad been permitted on a plea of urgency created by the non-availability of 
indigenous alcohol. When the urgency was so great, the Committee asked 
how the alcohol could move only after two years. The Joint Secretary, 
Ministry of Petroleum and Chemicals stated: 

"I am explaining the sequence of events. In 1971 the production 
was 33,000 tonnes and odd. In 1972 it could be only 27,653. 
That is because of inadequate availability of alcohol and the 
delay in arrival of this imported alcohol. The need for this 
alcohol when the import was allowed was there. By the time 
the alcohol arrived, the V.P. Government had imposed a vend 
fee on the indigenous alcohol at the rate of Re. 1/- per litre. 
In 1973, the production fell because of their factory being 
closed for a consideI1able period. That was the lowest pro-
duction since 1967, the main reason being the loss of produc-
tion due to the vend fee dispute which was resolved by the 
Allahabad High Court striking down this new levy on 24th 
March 1973. 

Then there was 77 days strike of workmen who de-
manded revision of their agreement. Due to general shortage 
of wagons, coal and raw material, there was a partial lay-oft 
between December 1972 and March 1973. From the first 
week of June 1973, the company faced labour trouble which 
necessitated curtailed production in the first instance and 
complete shut down later. Normal working was restored In 
August 1973." 
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3.37. The witness had stated that one Qf the reasons for the DOD-

movement of. alcohol was the general shortage of wagons. When the 
Committee .. pointed out that this statement was inconsistent with what had 
been stated by the Railway Board, he stated that h~ could not· say 
anything on that. 

3.38. Anotbel' reason for the non-movement, according to the witness, 
was the imposition of a vend fee on indigenous alcohol by the u.P. Gov-
ernment, against which the firm had filed a case in the Allahabad High 
Court .. ·Since this vend fee was leviable only on indigenous alcohol and' 
the imported alcohol had also arrived by the time this fce was imposed. 
Ute Committee desired to know the justification for the alcohol moving to· 
BareiUy only during Jiily-October 1974. The Ministry of Petroleum and 
Chemicals stated in a note: 

"M/s. Synthetics and Chemicals filled a writ petition against Go-
vernment of U.P. in 1972 against the levy of higher rate of 
vend fee on indigenous alcohol imposed by the U.P. Govern-
ment. This dispute was decided by the court in March t 973. 

In the meantimt!. a quantity of 10,500 tonnes of im-
ported alcohol reached Kandla Port on 29th December 1972. 
Necessary procedural fonnalities like furnishing bond agree-
ment t~ the custom authorities in reSiJ)ect of the imported 

. alcohol were finalised by the end of January 1973. There-
after. the party could not get allocation of the necessary rail-
way tankers for moving the imported alcohol from Kandla to 
their plant at Bareilly. After the dispute regarding vend fee 
was resolved", the availability of supplies of alcohol from U.P. 
distilleries to this unit became easy. Later on the plant re-
mained shut down for a period of 77 days due to strike which 
was called oft on 22nd AU\lust 1973. Thus one of the fac-
tors which coninbuted toWardc; the loss of production of 
synthetic· -rubber during 1973 was also the shut down of the 
plant due to strike. 

. Towards the end of August 1973 the party represented 
that in view of the easy availability position of indigenous 
alcohol and the expected bumper sugarcane crop for 1974 
and therefore of alcohol during 1974· they felt that the im-
ported alcohol would be surplus to their requirements and 
should therefore be allowed to be re-exported. Artter taking 
into account the relevant factors. this rep!l'esentation was re-
jected in Septemb~ 1973. In December 1973 the party again 
~ted that it was not economical for them to. use the 
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'~', uuponcu alcoh~l in their oper.ations and that in view of this.. 
.. me. imported alcohol should be diverted to other users. While 

examination of their representation was still going on, MIs. 
Synthetics and Chemicals infOl'med in April 1974 that they 
were no longer interested in either exporting the imported 
alcohol or in diverting the same to any other use. 

The above. position brings out clearly the background 

against which the party started utilising the imported alcohol 
only by the second half of 1974." 

3.39. The Committee called for the Ministry's file relating to the re-
presentat' ')fi regarding re-export or diversion of this alcohol, which was 
made available. 

3.40. The Committee asked whether anyone could believe that a com-
modity required so urgently fOl' industrial use could be allowed to remain 
unused for such a long period. Since there was a question of demurrage 
also, the Committee desired to know what action had been taken by the 
Excise Officers. The Finance Secretary stated: 

"As we have been saying, it is the responsibility of the State Go.. 

vernment. In this case too. it was the responsibility of the 
Commissioner of Excise, Government of U.P." 

He added: 

"As I have been saying, the exemption of duty that is being 
granted is a conditional on~. If they do not observe the con' 
ditions, the duty is chargeable and that is what has been done 
in the case of West Bengal." 

3Al. TIle Ministry of Finance (Department Qf Revenue and ID-
luran",e) subsequently furnished to the Committee the correspondenco 
exchMged betwen the Ministry and the Assistant Collector of Central 
Excl~, Bareilly on the denaturing and movement of the alcohol from 
Kandla to Bareilly. details of the wagons, Railway Receipts and bonds 
exe~\l~d by Synthetics and Chemicals Ltd., summary of the outturri re-
pon, etc. A statement showing the details of imported alcohol despatched 
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from )Candia aDd ira receipt CODSignment-wise, forwarded to the Ministry 
thy the Assistant Collector of Central Excise, Bareliy is reproduced below; 

Date of 
Receipt 

Excise Pass Ref. No. of Quantity Quantity 
wagons despatched received 

13-7-1974 1 to 25 717 aJ\d 8/7 

1-8-1974 26 to 46 and 49 24/7 and 25f7 

10-8-1974 47 & ~8-'2SI7 50/72-1/8 • 

27-8-1974 75-99 19/8 & 21/8 

29-8-1974 100-12322/8 & 23/8 

1-9-1974 12S-14527!8 

3-9-~974 114 124 147 23/'827/8 

7-9-1974 Il9 121 12223/8 

10-9-1974 1481166 31/814627/8 

II-9-1974 ISI-I.54 15738/8 172-19S 5J9 

14-9-1974 84. 183,196-2157/9 

16-9-1974 217-239919 

19-9-1974 186,1945/9 .. 2169/9 

:Z2-9-1974 240 -259 16/9 

26-9-1974 260-283 19/9 

1-10-1974 284-306 24/9 

5-10-1974 248 17/9 

6,10,1974 308-331 1/10 

10-10-1974 332-2S3 104,307 

16-10-1974 35~'369 9/10 

19-10-1974 363,366 9/10 370 10/10 • 

:~2-10-1974 365 

~3-10-1974 371 

10-11-1974 368 
89 

9/10 

17/10 

9/10 
19/8 

Total 

22 

27 

23 

19 

21 

3 

3 

20 

26 

23 

3 

19 

23 

23 

24 

13 

3 

37 drums 

370 Wagons 
and. 

7,78,958 

6,71,672 

7,52,850 

1,06,400 

1,06,526 

8,85,196 

7,70,762 

8,04,068 

1,14,340 

6,81,742-

7,77,654 

8,01,980 

32,820 

8,75,562 

8,u.u8 

33.040 

7,400 

7,5 1,100 

9,49,622 

7,73,089 

6,73,581 

7,66.700 

1,07,5CO 

7,24,8co 

8,86,4co 

7,75,76 

8.07,359 

1,13.372 

6,81,2C9 

7,76,800 

8,02,766 

37.1rums 1,Z9A7,460 129.47,350 
104lltres Tranaitloss 

QUantity received in D.T.C. KatldJa Storqe tatlits 18 states.in 
the Certificate dated 13-9-1973 Inspector of ProbJb1tioolllCl 
BXC1se, I C DTC, Kendla 

Quantity despatched from Kandla to Bareilly 18 per the above 
statement-vidl BJrcl.e P I88eI No. I dated 8-7-1974 to 371 
dated 17-10-1974 

Storage gain 
129,47, 460 litres 
53,107 or 0' 4 % 
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3.42. As regards tile condition stipulated in the exemption order that 

~ al~OI imported in Kandla should be 'already denatured', the Execu-
tIve Duector of the State Trading Corporation stated: 

"On receipt of this order, we immediately wrote to the Government 
that a suitable bond should be taken from Synthetics and 
Chemicals to guarantee this because it will be· impossible for 
STC to fulfil all the conditions laid down in the exemption 
certificate. Our responsibility was over when we bought the 
goods and handed over the documents on the high seas." 

The Committee asked who was the importer in this case and who had to 
execute the bond. The witness replied that the STC was the importer 
with a letter of authority to Synthetics and Chemioals Ltd., and that nor-
mally the bond is to be executed by the importer. In reply to another 
question on what were the abnormal conditions that prevailed in this case, 
the witness stated: 

"We were not equipped to fulfil this condition. So we approached 
the Ministry." 

He added: 

"From the Ministry of Finance, vide their letter dated 27th Janu-
ary, we got clearance that the bond should be given by the 
Synthetics and Chemicals." 

A note subsequently furnished by the State Trading Corporation in this 
I regard is reproduced below: 

"An L/A was issued by the CCI&E in favour of Mis. Synthetics 
and Chemicals Ltd., in respect of this import so as to enable 
them to clear the consignment without any difficulty. STC 
had, therefore, requested Secretary, Ministry of Petroleum and 
ChemicalslMinistry of Finance to advise the Collector of Cen-
tral Excise, Ahmedabad to accept the necessary bond from 
Mis. Synthetics and Chemicals Ltd. Accordingly. Ministry 
of Finance instructed Assistant Conector of Customs, Kandla 
vide their Office Memorandum No. F. No. 3SS/101/72-Cus. 
I dated 27th January 1973 to accept bond from MIs. 
Synthetics and Chemicals Ltd." 

3.43. The Committee desired to know how it had been ensured that 
1he alcohol had not been diverted, the Executive Director, State Trading 
Corporation stated: 

"It was our limited responsibility to import alcohol at the ri~ht 
price, of the right quality and at the t"i~ht tim~ Rnd hand it 
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over to Synthetics and Chemicals on the understanding that 
they give a bond where all the conditions will be fulfilled 
under the supervision of the various Government authorities." 

When the Committee asked whether, as a public sector undertaking, 
the State Trading Corporation absolved itself of all responsibility to en-
sure that things were done properly, the witness stated: 

"If we do not have the machinery to fulfil that function, we must 
admit it." 

3.44. The Committee asked why the alcohol had been soLd by the 
itate Trading Corporation to Synthetics and Chemicals on the high seas. 
fhe witness stated that normally the STC sold their cargo on the high seas. 
The Committee desired to know the rationale and justification for sU'ch 
a practice, whiCh deprived the State Governments of their sales tax and 
the level at which this decision had been taken. In (\ note, the State 
Trading Corporation informed the Committee as follows: 

"In the case of items import of which is canalised through STC, 
by and large it is the Corporation's endeavour to see that raw 
materials are made available to the actual users at prices 
which are not higher than the prices at which they would be 
available if import licences were granted directly to them. 
High sea sales are therefore made of the raw materials 
wherever it is feasib1e. Where possible the· Corporation also 
tries to import raw materials under an individual bill of lading 
for quantity sufficient enough to be separately shipped in 
identifiable lots and offer such quantities to individual Release 
Order holders while the consignments are under voyage on 
high seas. This enables the Release Order holders also to 
utilise their own storage facilities, if available minimises dis-
charge time and assures supply· of raw materials at competi-
tive costs with the incidence of handling/storage charges. 
taxes etc. being kept to the minimum. Sale of goods on high 
sees basis is covered by Section 5 of the Central Sales Tax 
Act, 19'56 and clause 5(2) of the Import (Control) Order 
1955. as amended from time to time. The decision to allow 
high sea sales was· taken by the Committee of Management 
of tbe State Trading Corporation." 

3.45. According to the information fumlc:hed by the Ministry of 
Finance (Department of Revenue and Insurance) to the Committ~. a total 
quantity of 1.07,345 metric tonnes of alcohol at a cost of Rs. 10.73 crores 
had been imported during the period from January, 1968 to February. 
1974. The Committee desired to know the total duty foregone, under 
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22(4) ICT by the exemptions allowed in respect of the 1.07,345 metric 
toones on which Rs. 10.73 crores had been spent in foreign excoonge. 
The Ministry of Finance (Department of Revenue and Insurance) stated 
in a note: 

"The amount of duty on 1,07,340.628 tonnes (4.372 mit imported 
at Madras and Calcutta in denatured condition excJuded) of 
ethyl alcohol when calculated under item 22(4) ICT will 
come to Rs. 1015.49 crores. In this calculation the quantity 
of alcohol in toooes imported at Kaodla has been converted 
to litres by applying the specific gravity of alcohol at 0.816. 
Further, while applying the rate of duty of Rs. 44/- per litre 
of the strength of London proof under item 22(4) leT as in 
force prior to 1 st March, 1968, the conversion factor adopted 
is 1 iitre= 1.6651 Htres of the strength of fhe London proof, 
which is the conversion factor applicable to ethyl alcohol of 
specific gravity of 0.816." 

3.46. The Committee also found that a quantity of 16,864 metric 
tonnes of alcohol had been imported in Calcutta between April, 1973 
and February, 1974 and asked whether this quantity was also exempted 
from Customs duty and if so, the duty foregone. The Ministry of 
Finance (Department of Revenue and Insurance) stated in a written note: 

"The quantity of 16,864 metric tonnes of alcohol imported throu~h 
Calcutta during 1973-74 was also exempt from Customs duty. 
The amount of duty foregone on this quantity works out to 
Rs. 1.46 crores calculated under item 22(6) ICT." 



CONCLUSIONS AND RECOMMENDATIONS 

4.1. The Committee find from the Audit paragraph that during t_ 
year 1972-73 a total of 315 exemptions were issued under Section 25(2) 
of the Customs Ad, 1962, bal'ing a revenue effect of RI. 241.69 crores., 
1bis works out to about 28 per cent of the net customs revenue of RI. 857 
crores realised during 1972·73. Out of an amount of Rs. 241.69 crores, 
as much as RI. 232.19 crores represeat customs duty fOl2gOne In respect 
of only 2 cases of imports of ethyl alcohol in Wl.'5t Bengal. In comput-
ing tbe total amount of duty foregone as a result of exemptions under 
Section 25(8), in anotber ease of import of ethyl alc:ohol at Kudla, the 
duty on etbyl alcohol had been calculated under item 2l(b) ICI' ud 
intimated by the Ministry, while etbyl alcohol Is correctly classifiable 
under item 22(4) ICT. If this is also correctly calculated accordingly. 
the total custo_ duty foregone during 1972-73 aetuaOy works out to 
Rs. 344.08 crores and this represents about 40 per cent of the net custom .. 
revenue of Rs. 857 crores. 

4.2. The Ministry of Finance (Department of Rel'enue ud Insurance) 
have, however, contended that the revenue effect of the two exemptions 
relating to imports of ethyl alcohol in West Bengal in only Rs. 1.57 crores. 
In support of this, the Ministry bal'e stated that ethyl' alcohol meant for 
industrial use is assessable to duty under item 22(6) JCT. The CommIt-
tee, however, find that according to the Indian Customs Tariff ethyl alcohol' 
is 8.IIIsessable under item 22(4) ICT and denatured spirit is assessable-
under 22(6) ler. The Customs Tariff does not also make any distinc-
tion between ethyl alcohol meant for industrial uses and for other uses. 
In the case of imports in West Benpl, tbe commodity was, admittedly, 
described as ethyl alcohol in the import licence and the commodity touc .... 
ed the Indian shore as ethyl alcohol. 

Since the import duty becomes leviable as SOOn as the act of import-
ation is complete, the Committee feel that the ethyl alcohol should have 
been assessable to duty only UDder item 22(4) ler. 

4.3. The Committee are unable to accept the plea of the Ministry that 
88 conditions for denaturing the ethyl alcohol had been specified in the 
exemption orders ftlemselves customs duty foregone will have to be assess-
ed as though the alcohol had been denatured. According to Section 24 
of the Customs Act where the goods are denatured or methylated, theY' 
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Ibould be c:bargeable to duty as applicable to goods generally imported in-
tbe deaatared or methylated form. It is oaly wben Section 24 of the· 
Customs Act comes into play that aa importer of ethyl alcobol can claim 
the benefit of tbe lower rates of duty under item 21(6) of the ICf as 
appUcsble to denatured spirit. For availing of the provisions of this 
Section, it is also necessary for the importer to make a request in writing 
for the denaturation of the imported spirit. The denaturation of the spirit 
wiD also have to be done according to the provisions of the Denaturatioo 
of Splrit Rules, 1972. The Committee find tbat in the case of imports 
of ethyl alcohol into West Bengal neither Section 24 of the Customs Act 
nor the rules framed tbereunder bad been followed. The Finance 
Secretary bas also stated during evidence that Section 24 of the Act and 
the rules framed thereunder are not applicable to this case and tbat the 
exemption from duty is subject to the conditions prescribed in tbe exemp-
tion orders and denaturation is one of these conditions. 

4.4. It would, therefore, appear that while granting the exemption from 
customs duty the correct facts aad tbe legal position had not been pro-
perly appreciated. Even though the note submitted by the Central Board 
of Excise and Customs to the Minister in this regard had clearly stated 
that ethyl alcobol was classifiable under item 22(4) leT, no attempts bad 
been made to quantify the revenue etlect of the exemption under itenu' 
%%(4) leT. On the other hand the revenue etlect of tbe exemption has 
been sought to be calculated under item 21(6) ler when it had no rele-
vance at all to the situation when Government bad to nempt the alcohol 
from payment of customs duty. 1be Committee feel that the position 
should have been made amply clear in the notes by quantifying the revenue 
effect under item 21(4) ICT, i.e., prior to denaturation so as to prescnt 
the case objectively before the authority competent to take a decision 
wbether duty sbould be exempted. 

4.5. Even accepting, without conceding, that tbe revenue effect of the 
exemptions should have been calculated under item 2l( 6), as, contended 
by the Ministry, tbe Committee find that while calculating the revenue 
effect of the exemption tbe Central Board of Excise and Customs had not 
taken into account the fact that out of approximately 25 million bulk Iitres 
of alcohol Initially proposed to be imported from abroad for West BcllJCal, 
2.5 million bulk litres were to be allotted to Government hospitals, the 
Defence Department and other consumers and some quantity was to be 
allotted to various phannaceutical finns. It has also been accepted that 
so far as the pharmaceutical industry is concerned, it would require ethyl 
alcohol as soch and not In the denatured fonn. At the time of granting 
tbe exemption the Central Board of Excise and Customs was also aware' 
that 80lH qmmtlty of alcohol was pI'OpOfied to be issued by the West 
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Bengal Government to the pharmaceutical firms, hospitals, defence estab-
lishments etc. Therefore, it ouly stands to reason that while calculating 
tbe revenue effect of the exemption the duty that would be foregone on 
quantities of alcohol which would be utilised in the undenatured fonn 
should have been correcdy calculated under item 22(4) ICT. This was 
not done. Under the circumstances, the Committee are unable to accept 
the contention of the Ministry of Finance that the revenue effect of the 
two exemptions relating to the import of ethyl a1cobol in West Benga. 
was only Rs. 1.57 crores. 

4.6. The Committee also find that the decision to grant the exemption 
in respect of the first import of ethyl alcobol during 1972-73 had been 
taken by the Finance Secretary and orders for the grant of exemption 
from duty in respect of the second import had alone been passed by the 
Minister. The Commitlee have been informed that there are no specific 
orders regarding proposals which should be invariably submitted to the 
Minister concerned for approval. Since the Ministry, according to their 
own calculation, were allowing an exemption involving a revenue effect 
of more than a crore of rupees. the Committee are of the opinion that 
the specific approval of the Minister should have been obtained. The 
Committee understand that at present only cases where the expenditure 
involved or the expenditure proposal is over Rs. 1 crore are normally 
submitted to the Minister for approval. The Committee desire that a 
similar monetary limit for the grant of exemption from duty should also 
be prescribed. 

4.7. The Committee are also concerned to note that in this case ade-
quate steps had not been taken to easure that the alcohol was not diverted 
for non-industrial uses ad that there bas been a considerable diffusion 
of responsibility. The Committee feel that as the agency entrusted with 
the collection of customs duty the Ministry and the Central Board of 
Excise and Customs should have exerdsed greater care and taken adequate 
steps to ensure that there was no misuse of the imported alcohol rather 
than depending entirely on the West Bengal Excise authorities. 

4.8. It would be evident from the fact tbat out of alcohol imported 
in West Bengal during 1972-73, 28.20 lakh Dtres had been diverted for 
the manufacture of potable Uqnor, that in many cases the alcohol imported 
was not denatured as required in the orders granting exemption from 
customs duty. The Committee desire that. the circumstances leading to 
the non-observance of the conditioll5of exemption by the West Bengal 
Government should be inves~ated immediately. The Committee are 
unable to accept the plea of replenishment put for:th by the W~st Bengal 
Government for diverting the imported alcohol for.potable purposes. 
:Even assuming tbat such a diversion had been necessary the West Bengal 
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Government should have kept the Central Government iDformed and 0)). 

tained their approval before permitting the dlvenion and not done it suo 
moto. The fact of divenion of the alcohol came to the notice of the 
Custom House, Calcutta only through a complaint by one Shri S. 
Chaudhuri This would indicate how inadequate the checks and safe-
guards prescribed were. What is even more surprising to the Committee 
is the fact tbat the West Bengal Government as the importer of the ethyl 
alcohol should have protested against the demand for duty raised by the 
CoUector of Customs, Calcutta and considered it 'mis-conceived'. 

4.9. The Committee have been informed that in respect of diversions 
relating to the imports during 1972-73, a demand for duty of Rs. 22.'8 
crores has been raised by the Collector of Customs, Calcutta against 
AlkaU Chemical Corporation, who had filed the bill of entry on bebalf 
of Government of West Bengal, the licence holder. In addition, the duty 
payable on a further quantity of 2.94 Iakh ntres of alcohol imported dur-
ing 1973-74 and diverted for the manufacture of potable liquor works 
out to Rs. 2.35 crores and a demand bas been raised In thi41 case also. 
The Committee have been informed that these cases of diversion wiu hal'e 
to be adjudicated by the CoUector of Customs, Calcutta. The Committee 
would like to know urgently whether the duty has since been recove~ 
in respect of diversion during 1972-73 and 1973-74. 

4.10. The Committee have also been informed by the Chief Controller 
of Imports and Exports that sbree the imports were intended for use as 
raw materials in the alcohol-based industries synthetic ethyl alcohol for 
purposes other than the one for which import was requested and allowed 
would attract the penal provision of the Imports (Control) Order, 1'55. 
Apperently no action has so far been taken for this violation. The Com-
mittee desire that this should be examined immediately and appropriate 
action taken against the defaulters. 

4.11. Tbe import of ethyl alcohol allowed during 1972-73 for tbe 
manufacture of synthetic rubber by Synthetics and Chemic Dis Ud. and 
the exemption of customs duty thereon cause greater concem to the Com-
mittee. The Convmittee have been informed under item 21(4) ICT, works 
out to as much as Rs. 102.94 crores and an amount of as. 88.20 lakhs 
had been allocated In foreign exchange for the Import. Even though the 
Imports bad been permitted on a plea of urgency to meet the raw material 
requirements of the fadory, the Committee are amazed to 8nd that the 
alcohol actually moved from the port of import, Kandla, to BareiUy only 
during July to October, 1974-more than 18 months after the aetnal im-
port into India. What is even more snrprising is the fact that after 
lowing imported the alcohol Sythetic:s and Chemicals Ltd. r~ted 
for its re-export or diversion to odler nses. 
599 L.S.-6 
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4.12. The Committee are unable to accept the reasOns advanced. by 
the MiDJstry of petroleum and Chemicals for the delay in tbe move meat 
of alcobol from Kandla to BareiDy. It bas been stated that one of tbe 
reasous for the nou-movement of a1cobol was the general sbortage of 
wagons. The Committee, however, were astonished when they were in-
formed by the Railway Board that no indents for tlJnk wagons for the 
movement of alcohol from Kandla to BareiOy had been placed on the 
Railways by Syntbetics and Chemicals Ltd. in 1972-73. The statement 
by tbe Ministry of Petroleum and Chemicals, therefore, sounds baseless 
in the light of what has been stated by the Railway Board. The imported 
alcohol must have found its way into uses other than what was stipulated. 

4.13. Another reason for the non-movement of alcohol, according to 
the Ministry of Petroleum and Chemicals, was the imposition of a vend 
fee on indigenous alcohol by the V.P. Govemment against which the firm 
filed a case in the Allababad High Court. Since the vend fee was leviable 
only on indigenous alcohol and the imported alcohol had also arrived by 
the time the fee was imposed, tbe Committee find no justification for the 
delay in the movement of alcohol to BareiUy. In view of the dispute over 
indigenous alcohol Synthetics and Cbemicals Ltd. should have been all the 
more anxious to move the Imported alcohol so as to ensure that the pro-
duction of synthetic robber did not suffer. Th8t this was not at all done 
would indicate that the import licence bad been obtained more for specu-
lative gains than to meet any valid requirements. Otherwise the Com-
mittee ate uuable to understand the reasons for Synthetics and Chemicals 
wanting to re-export the alcohol or divert it to other uses. 

4.14. The Committee also find tbat while permitting tbe Import of 
ethyl alcohol by Synthetics and Chemicals a qUantity of 81 minion litres 
of alcohol available indigenously in Vttar Pradesh IuId been ,etamed as 
carry-over stock for the next year whicb proves that there was no real 
sIIortage. The Committee are uaable to appreciate the rationale for 
relOrtingto costly Imports when tbls quantity was available indigenously. 
This needs to be explained. 

4.15. The Committee also find from a letter dated 25th April, 197% 
from Alkali Chemical Corporation tbat the eastern V.P. distilleries held 
adequate stocks of alcohol, at the time the applicatlou for Import was 
made by Synthetics and Chemicals and that some of tIaem did not bave 
any pending allocation with them. Uader the circumstances it is not 
clear to the Committee wbether tbe import on bebaU of Synthetics and 
Chemicals was at an justified. 

4.16. The Committee also uote from the statement of de-alb of Im-
ported a1colaol despatched from Kandla to BareilIy that at the Kandla 
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end tuere was a storage gain of 53,107 litres. It is furtber seen from the 
couignment-wise despatcbes from Kandla to Bareilly that there are wide 
variations between tbe quantity despatched from Kandla and tbe quantity 
received at Baremy. While tbe Committee can understand transit losset 
due to evaporation, spiUage etc., they, however, find it difficult to accept 
how the quantity received at Barlelly in respect of individual consignments 
could be more than the quantity despatched from Kandla. For instance, 
in one case the difference between the quantity despatched and the quan-
tity received is as high as nearly 14,000 Iitres. All these are indeed 
mysterious. It is also significant to note that tbese details had been fur-
nisbed by the Assistant Collector of Central Excise, Bareilly only on 26th 
November, 1974, i.e., when tbe case wa~ under scrutiny by the Committee. 
Tdl the Committee raised this point, the Central Board of Excise and 
Customs were not aware when and whether the alcohol bad moved from 
Kandla to BareiIJy. ne Committee would not, therefore, accept the data 
furnished at their face value and are inclined to believe that there is more 
to it in this transaction than wbat meets the eye. 

4.17. If at all the import by Synthetics and Chemicals was justified, 
the Committee are nnable to understand why the firm was allowed to im-
port un-denatured alcohol instead of denatured alcohol, when this alcohol 
was specifically required for the manufacture of synthetic rubber and tbe 
denaturant could bave been spec:ified 10 this case. The CommiUec are 
surprised to find that wbUe recommendjog import of ethyl alcohol tbe 
Ministry of Petroleum and Chemicals had not examined whether the alc~ 
hoI should be denatured before importation. ne Committee. are firmly 
of the view that this should have been done to prevent the misuse of the 
alcobol after importation. The Committee desire that responsibility for 
this should be fixed for action onder advice to the Committee. 

4.18. After an eXBJDination of the various facts brought out in this 
case, the Committee would like to be satisfied that tbe alcohol which 
moved from Kandta to BareWy doring July to October, 1974, was in fact 
the alcohol that was imported in December, 1972. The Committee consi-
der tlUs important in view of the fact that the alcobol had been stored at 
Kandla by the Distillers Trading Corporation. In these circumstances, 
the Committee recommend that this case should be immediately handed 
over to the C.B.I. for a thorough and detailed investigation with a view 
to ensure that there has been no black-marketing or misuse of the import-
ed alcobol. The Committee desire that the Investigation by the C.B.I. 
should be completed epedHiously and appropriate action taken againd the 
importers if there have been violations of the Import Control Act and the 
Customs Act. The results of the investigation by the C.B.1. should also 
be indmated to the Committee as early as possible. 
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4.19. 'I1Ie Committee also fiDd that the State l'rading Corporation, 
who bad bandied the import of ethyl alcohol on beW of Synthetics and 
Chemicals, bad handed over the alcohol on the high seas. As this deprh-
ed tbe State Governments of the sales tax which would otherwise be due 
to them, the Committee desire that the justification for such a practice 
sbould be gone into and the unhealthy practice discontinued forthwith. 

4.20. The Committee have been informed that during the period 
January, 1968 to February, 1974, a total quantity of 1.07 lakh metric 
tonnes of ethyl alcohol had been imported from abroad. The duty pay-
able on these imports calculated under item 22(4) ICT works out to 
Rs. 1015.4' crores. That such a staggeringly large sum of customs 
revenue should bave been foregone during a short span of 6 years would 
indicate that at present the executive enjoys the unfettered right to grant 
exemptions from duty. The Committee feel that the existing position in 
regard to grant of exemptions by the executive through notifications or 
.ad hoc spedal orders leaves a Jot to be desired. It is necessary to bear 
In mind that the power given by Parliament to the eXeCutive to anow exemp-
tions from duty is only a form of delegated or subordinate legislation and 
this power should not be so freely and widely used so as to vitiate the 
intentiol18 of the Legislature. In paragraph 1.25 of tbelr HUb Report 
(Fourth Lok Sabha), the Committee bad earlier recommended that aU 
exemptions involving a cent per cent relief from duty should h,",e the 
prior approval of ParHament. Having regard to the points now brought to 
light in this case and also haTing regard to the administrative consideratioDJ 
the Committee would suggest that individual exemptions under Section 
25(2) of the Customs Act in which the revenue fo.regone exceeds Rs. 10 
CrOfes in each individual. case should be given only 'lith the prior approval 
of Parliament. 

NEW DELHI; 

April 30th, 1975 
Vaisakha 10, 1897 (S). 

JOYTIRMOY BOSU. 
Chairman, 

Public Accounts Committee. 



APPENDIX I(A) 

(para 1.6) 

Copy of D.O. letter dated 3-4-1974 from Ministry of Finance to Audit. 

Apropose your telephone mess'age, dated the 2nd April, 1974 regard-
ing the amount of Customs duty foregone in connection with the ad hoc 
exemption orders under section 25(2) of the Customs Act, 1962 during 
the year 1972-73. The required information is as under:-

(1) Total number of Exemption Orders 

(2) Amount of Customs duty forgegone 

(3) Out of S. No. I, No. of Exemption 
Orders where duty foregone is of the 
order of Rs. 10,000 and above in 
each case 

Rs. 305 

Rs. 2,41,69,25,312 

14f 

(4) Customs duty foregone in respect of S. No.3 Re. 2,41,65,05,019 

2. In addition to the ;bove, there are ten more Exemption Orders. The 
amount of duty foregone in each of these cases is not known to the MiJ1is.. 
try at the moment. The concerned Collectors of Customs have been re-
quested to furnish the requisite information immediately. The same will 
be intimated to you as soon as received from them. 

APPENDIX 1(8) 

Copy of O.M. dated 9-5-1974 /rom Ministry of Finance to Audit. 

SuBJECT.-Exeption from payment of Customs duty-$tatement of 
exemptlona issued under Section 25(2) of the Customs Act, 
1962, during the year 1972-73. 

In continuation of this Ministry's D.O. Letter of even Dumber dated 
3-4-1974, the undersigned is directed to enclose herewith a statement 
showing the Dame of the pel'SOllB, the articles imported and customs duty 

79 
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involved in each case in respect of exemptions issued under Section 25(2) 
of the Customs Act, 1962, during the year 1972-73. 

2. As intimated to the c&AG's Office on the phone information regard. 
ing the amount of duty foregone is not available with the Ministry in 
respect of 11 cases and not 10 cases as mentioned in the D.O. letter under 
reference. The total number of Exemption Orders in respect of which 
this information is available is 304 and not 305. This information is beini 
furnished to the' c&AG's office soon· 



APPENDIX II 

(Para 1.11) 

Copy of Telex to Collector of Customs, Calcutta 

From 

Mandai Finrev. 

To 

L L. Customs Calcutta. 

F. No. 369/4/74-Cus. I stop reference customs house letter C. No. 
VII-69/13 dated 15th November 1973 and statement enclosed therewith 
regarding amoU'llt of customs duty foregone. Under ad hoc exemptions (.) 
Customs duty shown in that statement against ethyl alcohol (SI. No. 1 to 
8) seems very high (.) Please re-check figures and confirm correctness 
( .) Furnish details of calculation showing quantity and value of import 
rates and amount of basic customs duty regulatory / Auxiliary duty of 
customs and countervailing duty(.). 

As regards customs duty involved in Jumbo-Jet aircrafts imported by 
Air India (Searlial Nos. 101 and 102 of statement enclosed with customs 
house letter referred above) please indicate No. of Jumbo-Jet Aircrafts 
imported value of each Aircraft customs duty involved in each case (.) 

Information required for P .A.C. meeting and should be furnished by 
7th June. 

Not to be telexed. 

New Delhi, the 3rd June 1974. 

81 

-- ~-. --.--- ---_._--

Sd/· 
D. C. MANDAL, 

Under Secretary. 
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Copy oj the letter from the Collector of Customs, Calcutta No. Vll-fJ9/73 

dated 7th June, 1974 addressed to the Deputy Secretary to the Gover~ 
ment ojltulia, Ministry oj FiTlfilnce (Deptt. oj Revenue and Insurance). 
ance). 

(Attention Shri D. C. Mandai, Under Secretary) 

Sir. 

Please ~er to the Ministry's telex No. 85 dated 3·6-74 issued from 
file No. 369/4j74-Cus. I on the above subject. 

Ethyl alcohol is mentioned in serial Nos. 2 to 9 in the statement 
forwarded to the Ministry in this office letter of even No. dated 15·11·73 
and not at serial Nos. 1 to 8 as stated in the telex under reply. 

The figures regarding ethyl alcohol have been reachecked and found 
correct except the figure at serial No.3 in respect of duty involved. This 
was an error in calculation. 

A detailed statement showing quantity, value of import, rate of duty 
and duty foregone is enclosed herewith. 

It may also be mentioned in this connection that J umba.J et Aircraft 
were not imported through this port. The enquiry ~erefore does not 
relate to this Customs House. 

Sd/-
O. N. LAL, 

Collector. 
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S. NARAYANAN 

DEPUTY SECRETARY. 

F. No. 369/4/74-Cus. I 

Dear Shri Lal, 

84 

New Delhi, the 22-6-74. 

Please refer to your letter C. No. VII-69/73 dated June 7, 1974 
regarding the revenue foregone on importation of ethyl alcohdl by virtue 
of the exemption orders in question. It appears therefrom that the amount 
of duty forgone has been calculated at the rate applicable to item 22(4) 
ICT. When the ad hoc exemption orders were issued, this Ministry 
calculated the amount of revenue sacrifice at the rate of 60 per cent ad 
valorem under item 22(6) ICT. plus 5 per cent regulatory duty. ThiSi 
was done in view of the fact that the exemptions were granted on condi-
tions that the imported alcohol would be used solely for industrial pur-
poses and that the alcohol is either denatured before clearance to the 
satisfaction of the Government of West Bengal, or would move under bond 
to bonded warehouse under the control of the Commissioner of Excise, 
Government of West Bengal, and use of the alcohol will be under his 
supervision. The rate of duty on alcohol which has been denatured before 
clearance should appropriately be that applicable to item 22(6) of the 
ICT. Please intimate the amount of revenue foregone if it is calculated 

2. Please, also furnish information on the following points:-

2. Please also furnish information on the following point:-

(a) The quantity and value of ethyl alcohol imported against the 
exemption order, which was denatured before clearance; 

(b) The quantity and value of ethyl alcohol imported under the 
ad hoc exemption orders in question cleared with being dena-
tured, but moved under bond to bonded warehouse under the 
control of the Commissioner of Excise Government of West 
Bengal and for usc under his supervision; 

(c) Out of the above, the quantity and v~ue of ethyl alcohol 
diverted for manufacture of potable liquor and for other non-
industrial purposes. 

3. If the importation took place in more than one consignment then 
the above information may be furnished giving break up consignment-wise. 
The dates of importation may also be indicated against each consignment. 

4. The information is required immediately in connection with pre-
paration of brief for the Public Accounts Committee, which is due to be 
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held very shortly. You are, therefore, requested to send the above in-
~ormat~o? ~ hand ~f ~ilot immediately and the fact of despatch of tho 
mformatiOn may be mtiDlated by· telex. 

Yours sincerely. 
Sel/-

S. NARAYANAN. 
Sbri D. N. Lal, 
Collector of Customs, Calcutta. 

From 
To 

MandaI Finrev 
Lal Customs Calcutta 

F. No. 369/4/74-CUS. I. Please refer para 2(b) of Narayanan's D.O. 
of even number dated twenty second instant and intimate whether the 
quantity of ethyl alcohol which moved under bond to bond warehouse 
under control of commissioner or execise without being denatured before 
clearance from docks was actually denatured before issue to the industries 
from the banned Warehouse UNDER supervision of exicse Commissioner. 
Your C. No. VII-69/73 refer. 

Not to be telexed 
New Delhi, 
Dated 25-6-74. 

From 
MandaI Finrev New Delhi. 

To 
Lal Customs Calcutta. 

---_ .. _--------

Sd/ .. 
D. C. MANDAL, 

Under Secretary. 

F. N. 369/4/74-CUS. I. Please refer Shri Narayanan's D.O. of even 
number dated twentysecond June and my Telex of even number dated 
25th instant regarding revenue foregone on ethyl alcohdl and send your 
reply immediately. Customs House C. No. VII-69/73 refer. 

Not to be Telexed. 
June 27, 1974. Sd/- D. C. MANDAL, 

Under Secretary to the Govt. of India. 
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Copy of D.O. Letter No. C-VlI.69j73 dated 27tl1 June 1974 from Shii 
D. N. Lal Col/ector 01 Customs Calcutta, addressed to Shri S. Naray-. 
nan Secretary Central Board 01 Excise and Customs, New Delhi. 

Please refer to your D.O. letter No. F. No. 369/4174-CUS. I. dated 
~d JUDe, 1974 and subsequent telex No. 830 dated 25·6-74, issued from 
the same file. 

Ethyl Alcohol was imported in UDdenatured condition oand, as sucb, 
it was covered by item No. 22(4) ICT. Therefore the amount of duty 
foregone was calculated under this item, taking into consideration the 
goods as they were at tlhe point of importation. As the Board now desires 
to know the amount of duty foregone, if assessed under item No. 22(6) 
ICft on the quantity which h'!lS been denatured before clearance the amount 
arrived at is furnished in the enclosed statement. The statement also shoWS 
the duty amount on the quantity which moved under bond to bonded 

warehouse un~er the control of the Commissioners of Excise, West Ben-
gal calculated under item No. 22(4) IlCT. 

The information called for as per para 2 of the D.O. letter under 
reference has also been furnished in the said statement. 

The additional information called for in the telex dated 25th June. 
1974 regarding the quantity which has been denatured before issue to 
the industries out of the stocks moved under bond to bonded warehouse, 
under the control of the Commissioner of Excis~, West Bengal is not avail-
able in the Custom House. A reference is being made to the Commissioner 
of Excise, West Bengal for the same which will be communicated to tbe 
Board as soon as receipt in this office. 

Yours Sincerely. 

Sdl- D. N. LAL, 
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From 
NARAYANAN FINREV NEW DELHI, 

To 
LAL CUSTOMS CALCUTTA. 

F. No. 369/4/74-Cus. 1(.) Your C. No. VII-691(3 regarding Ethyl 
Alcohol imported under 'ad hoc exemption orders in 1972-73. Please in-
timate the amount of duty foregone in calculated under item 22(6) ICT 
plus regulatory duty on the entire quantity of Ethyl alcohol imported under 
cover of ad hoc exemption order No. 248172-(F. No. 3SS!22172-Cus. I) 
dated 5-7-1972 and No. 727/72 (F. No. 355195172 Cus. I) dated 
18-12-1974(.) Please intimate the figure by return telex positively(.) 

Not to be telexed. 

Sdl- S. NARAYANAN, 
Deputy Secretary to the Govt. of India. 

8-7-1974. 



APPENDIX III 

(Para 1.13) 

Copies of Extracts of notings from File No. 355/22172-Cus. I relating fO 
grant of exemptions on EthYL Alcohol imported in West Bengal during 
1972-73. ;: , 

The Deputy Commissioner of Excise, Government of West Becgal has 
req'uested that exemption from payment of customs duty may be allowed 
on 20,000 metric tonnes of alcohol which is being imported for industrial 
use. He has cited the provisions of an earlier notification No. 88-Cus-
toms, dated 5th June, 1968 in support of his request. Ministry of Petro-
leum and Chemicals have supported the proposal strongly. They have 
stated that there is acute shortage of Alcohol on account of poor sugar 
crop during 1971-72. West Bengal which has a large capacity of industries 
manufacturing chemicals and drugs is worst hit as its internal production 
of alcohol is only 13 per celllt. The net price of imported alcohol is of the 
order of 70 paise per litre whereas indigenous alcohol is available at 60 
paise per litre. If Customs duties are levied in addition, the cost of 
alcohol would go up to more than a rupee per litre and the functioning 
of industries based on alcohol at this price would not appear economically 
feasible. They have, therefore, recommended the proposal made by the 
Government of West Bengal. 

2. Ethyl Alcohol is classifiable under item 22(4) of the First Schedule 
to the Indian Tariff Act, 1934, and carry a rate- of duty at Rs. 60 per litre 
or 200 per cent ad valorem whichever is higher. Besides, a regulatory 
duty @ 10 per cent ad valorem, is also leviable. 

3. It may be stated that Ethyl alcohol was earlier exempted from pay-
ment of customs duty under notification No. 88-Customs, dated 5th June, 
1968 subject to the production of following certificates from the Com-
missioner of Excise of the State in which the imported alcohol was to be 
used. 

(i) That the said alcohol is already denatured or 

(ii) That the said alcohol would move under bond to bonded ware-
houses under the control of the Commissioner of Excise ancS 
that the use of the alcohol will be under his supervision. 

89 
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The excUlption was cootinuedupto 31st May, 1970. But on review 
in 1970, the Department of Chemicals reported that sugar season for 
1969-70 and 1970-71 was good and that there may not be a need to im-
port alcohol for a year or two. In these circumstances, this concession 
was allowed to lapse. 

4. 'The administrative Ministry-Ministry of Petroleum and Chemicals 
have supported the proposal of the State Government of West Bengal for 
duty exemption on Ethyl Alcohol needed to be imported for industrial use. 
The import being of specific quantity, i.e. 20,000 metric tonnes, no general 
exemption as in the case of earlier notification No. 88-Cus. dated Sth 
June, 1968 appears called for. We may, grant an ad hoc exemption 
exempting Ethyl Alcohol imported into India for industrial use from tho 
whole of the duty of customs leviable thereon under the Indian Tariff 
Act, 1934 as well as from the regulatory duty of customs .. To ensure that 
there is no diversion, the same conditions as were prescribed in 1968 may 
also be stipulated now. 

S. The revenue loss will be of the order of Rs. 1.16 crores. This 
has been calculated 00 the basis of the rate of duty levied for denatured 
spirit falling; under item 22 (6) ICI carrying a duty of 60 per cent ad 
valorem and 5 per cent ad valorem regulatory duty. The above basis is 
adopted for the reason that the Ethyl alcohol to be imported may be 
denatured or it would move under bond and its use for industrial purposes 
under the supervision of the Commissiooer of State Excise. Also duty, 
if leviable under item 22(4) would be so high as would make imports 
highly prohibitive and hence not worthwhile. 'The loss would therefore, be 
notional. : :-f 

6. Approval of the proposal in para 4 is solicited. 

US (Cus-K) 

DS(Cus) 

M(T) 

F.S. 

Sdl- D. KRISHNAMURTI 
30-6-72 

Sdl- J. DATIA 
1.7.72 

Sdl- K. NARASIMHAN 
2.7.72 

Sdl- D. D. PANDE 
3.7.72 

• • • 

Sdl- 29.6.72. 

• 
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(Extracts of notings from file No. 3SS/9SI72-Cus.1) 

The Ministry of Petroleum and Chemicals have, in their O.M. dated 
29th November, 1972, requested for exemption from the payment of duty 
of customs as well as regulatory duty of customs leviable on 10,000 tonnes 
of Ethyl Alcohol, proposed to be imported from abroad by the Govern-
ment of West Bengal. That Ministry have stated that this import has be-
come necessaxy to ensure continued operations of the alcohol based in-
dustries in that State in the context of the continued shortage of alcohol 
within the country. They have justified the proposal on the ground that the 
elF price of alcohol imported at Calcutta would be about 67 paise per litre, 
and with the addition of 10 paise per litre as import pass fee chargeable 
thereon by the West Bengal Government the total cost at 77 paise per litre 
is clearly higher as against the indigenous prise of 60 paise per litre inclu-

1iive, of excise duties of the exporting states, transporting charges etc. Even 
without import duty, the imported alcohol would be 28 per cent costlier 
than the indigenous alcohol, and if duty were also to be added, the price 
'Would go up to Rs. 1.10 per litre which would be approximately 83 per 
cent higher than the price for the indigenous alcohol. That Ministry have 
invited our attention to the ad hoc exemption granted in respect of an 
earlier import of 20,OOOM. lonnes of Ethyl Alcohol. 

2. Ethyl Alcohol is classifiable under item 22 (4) of the First Schedule to 
the Indian Tariff Act, 1934, and carry a rate of duty at Rs. 60 per 
tittre or 200 per cent ad valorem whichever is higher. Besides, a regu-
latory duty of customs· at the rate of 10 per cent ad valorem is also leviable. 

3. Till May, 1970, Ethyl Acohol imported for industrial purposes was 
exempt from customs duty, vide notification No. 88-Customs dated 5th 
June, 1968 subject to the production of the following certificates from the 
'Commissioner of Excise of the State in which the imported alcohol was 
to be used:-

(i) That the said alcohol is already denatured, or 

(ii) That the said alcohol would move under bond to bonded ware-
houses under the control of the Commissioner of Excise and 
that the use of the alcohol will be under his supervision. 

This concession valid upto 31 st May, 1970 was allowed to l'3pse, as 
the Department of Chemicals had then reported that sugar season for 
1969-70 and 197-71 was good that there was not any need to import 
-alcohol for a year or two. In view of the poor sugar crop in 1971-72 and 
1:onsequently. acute shortage of alcohol, it beoome necessary for the 
(Jovernment of West Bengal to arrange for imports of Ethyl Alcohol to 
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meet the requirements of the alcohol-based industries in that State. Ac-
cordingly, 20,000 MjTonnes of Ethyl AlcohoJ was imported ill JuI" 1972" 
and in respect of this quantity an ad hoc exemption order was iss'UCd aD 
the basis of the recommendation of the Ministry of Petroleum and Chemi-
cals. In this connection kind attention is invited to notes on note 
sheets 5-6 in F. No. 35SI22172-Cus. I and orders of F. S. thereon. 

4. The Government of West Bengal, having found that the initial import 
of 20,000 MITonnes being insufficient, have now Qbtained permission from 
the administrative Ministry to the import of '8 further quantity of 10,000 
MITonnes. It is in respect of this quantity that the Ministry of PetroleulD 
and Chemicals have recommended the request of the Government of West 
Bengal for exemption from the payment of both basis and regulatory duty. 
It has also been explained that the CIF price -at which this Ethyl Alcohol 
is being imPOrted is at a level which will not permit any duty burden being 
bome by the product intended for use in the alcohol-based industries of 
the State. It is accordingly proposed that the duty of customs as weUi 
as tlbe regulatory duty of customs leviable on the 'Sbove-mentioned 10,000-
MIToones of Ethyl Alcohol being imported by the Government of West 
Bengal be exempted on an ad hoc basis in terms of section 25(2) of the: 
Customs Act, 1962. This proposal will involve a revenue loss of the 
order of Rs. 58 lakhs calculated on the basis of the rate of duty levied 
for denatured spirit falling under item 22(6) ICT carrying a duty of 
60 per cent ad valorem (basis) and 6 per cent (regulatory). This basis has 
been adopted for the reason tbat the Ethyl Alcohol to .be imported may 
itself be denatured, or if not, it wpuld move under bond, and its use for 
industrial purposes ensured under the supervision of the Commissioner 
of State Excise. It may be stated that duty. if leviable UIIlder iteDl 22(4) 
would be so high a8 would render the imports highly prohibitive aDd not 
worthwhile. As such, the los8 of revenue is only notional in character. 

S. Approval is requested to the proposal contained in para 4 above. 

F.S. 
Sdl- M. R. Y ARDI 

13-12-72 

Sd\- K. R. OANESH 
16-12-72 

Sdl- K. NARASIMHAN p 

13-12-1972 
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APPENDIX V 

(Para 2.4) 

Note received from the Ministry of Petroleum and Chemicals 

Copies of the correspondence excxhanged betwen Mis. Alkali Chemical 
Corporation of India and the Ministry of Petroleum and Chemicals for 
impon of ethyl alcohol during 1972 are enclosed. 

Paniculars of the imports of ethyl alcohol by Ithrough the Alkali and 
Olemical Corporation of India Ltd. prior to the year 1972 are as under:-

--
Year Quantity Value Rfmarks 

I}i,f 2 Million gallons 87"99 
lakh 

The lincenes were surrendered as 
the imports did not materialiEe. 

1967 1 . 48 million gallons. S2·83 
Lakh 

1968 3 . 00 million gallons. 108'00 
Lakh 

2'00 " 72'00 Value increased to Re. 73,60,cco 

1'00 .. 36'00 Imported OD behalf.of M/F Hin-
dustan SUIII' Mills, Ltd., 
Calcutta. 

List of co"espondence between MIs. Alkali and Chemical Corporation of 
India Ltd., and Ministry 01 Petroleum cmd Chemicals regQ1'ding import 
of Alcohol during 1972. 

1. Letter dated 23-2-1972 from ACCI addressed to Ministry of P & C 
regarding Industrial Alcohol for Polyethylene Production at Rishra. 

2. Letter No. PA 35.14, dated 16-5-1972 from ACCI addressed to 
Ministry of P & C requesting for exemption of customs duty on import of 
alcohol in West Bengal. 

3. Express TelI.egram dated nil from ACCI addressed to Ministry of 
P & 0 giving information regarding availability of alcohol and molasses 
in U.P. 

95 



4. Telegram dated nil from ACC! addressed to Excise Commissioner, 
Bihar regarding supply of alcohol from Bihar. 

S. Letter No. PA3S.14 dated 2S-4-72 from ACCl addressed to Excise 
Commissioner, West Bengal regarding additional allocation of alcohol from 
U.P. 

6. Letter No. PA3S.12DT. dated 8-6:62 from ACCI addressed to the 
Excise Commissioner V.P., requesting for supply of alcohol. 

7. Letter No. PA35.14 dated 2-S-73 from ACCl to the Excise Com-
missioner, Government of West Bengal regarding their correspondence 
with the Dy. Director of Industries, Andhra Pradesh. 

8. Letter from ACCI dated 4th May, 1973 addressed to Ministry of 
P&C regarding imports of alcohol. 

9. Letter No. PA3S.14 dated 7-S-1973 from ACCI addressed to the 
Excise Commissioner, West Bengal requesting for exemption of import 
duty on ethyl alcohoL 

Copy of Mis. the Alkali and Chemical Corporation of India Limited, 
Calcutta letter dated 23rd February, 1972 addressed to Shrj S. D. 
Bhambri, loint secretary, Ministry of Petroleum and Chemicals, New 
Delhi. 

Industrial Alcohol for Polyethylene production at Rishra 

We refer to the discussions our Dr. S. Ganguly, General Manager. 
Plastics. had with you on the 11 th February, regarding the grave situation 
facing continued production of Low Density Polyethyllene at our plant in 
Rishra due to Don-availability of Alcohol. 

As you are aware ACCl's annual requirements for low density polyethy-
lene production is 36 million litres. 

In addition, other consumers in West Bengal will require about 22 mil-
lion litres annuailly. thus making West Bengal's total annual requirements 
58 million litrcs. Against these. you were good enou&h to make the al-
lowing inter-state allocations to West Bengal in January, 1972. 

u. P .. 

Bihar . 

Ml1!\arashtra . 

2' 55 million Iitres 

" " 
II'OO " .. 
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U?fortunately, however, both U.P. and Maharashtra, we understand, 

have In:0rtned the West Be'Ilgal Government of their inability to meet these 
allocatIons. Maharashtra have advised the West Bengal Government that 
they can only release 0.5 million Htres against the allocation of 11 million 
1itre~ and hare made it clear that they cannot supply any further quantity 
dunng 1972. As regards Bihar, although the State Government are willing 
to release the allocation made on them, the Distilleries have not so far 
heen able to supply any quantity. 

Dr. Ganguly who has been in the U.K. since the 14th of this month has 
been exploring the possibility of locating Alcohol for imports. He has 
just sent us telex information to say that he has been successful in locating 
20.000 tonnes of U.S. Ethyl Alcohol at the, very attractive 'price around 
$100 per metric ton c.i.f. Calcutta. The deadline for the acceptance of 
this offer is 10th March, 1972. He has also stated that the Russians are 
trying to buy this Alcohol, but if we can decide on this matter quickly 
.and if Government can make available the foreign exchange, the deal can 
he finalised in our favour. 

In view of the very bleak prospects of other States giving any substan-
tial quantity of alcohol to West Bengal. and with a view to sustain conti-
nued industrial production in West Bengal including low density polyethy-
lene which is already in short supply, we would submit that Government 
should immediately take advantage the availability of 20,000 tonnes for 

1mport and release the necessary foreign exchange for this purpose, bear-
ing in mind that the deadline date of this offer is the 10th March and that 
.the availability situation abroad is far from encouraging at present. 

The additional factor in favour of immediately accepting this offer is 
.the very attr~ctive price at which this can be had at around US $100 per 
·metric ton c.i.f. against the last import of around $ 135 per metric ton 
-c.i.f. Such import of alcohol should be subject to exemption of payment 
of Customs Duty by the Ministry of Finance as was done on aU previous 
'OCcasions when alcohol was imported. 

If Government can decide on the matter quickly, it is requested that 
'a letter of intent is given to us immediately agreeing to the release of foreign 
exchange so that we can proceed with the formalities connected with sign-
ing an agreement for the .supply of the al~ohol with the foreign ~upplier. 
This is suggested as the actual issue of a ltcence may take some time aOG 
time is the essence in this matter if we have to take advantage of the very 

favourable offer we have in hand. 



98 

Copy of MIs. the Alkali and chemical corporation of Indial Ltd., Calculta 
letter No. PA35.14 dated 16th May, 1972 addressed to Shri S. D. Bhambri~ 
I.A.S. Joint Secretary, Ministry of Petroleum and chemicals. New Delhi. 

Exemption from payment of customs duty on Import of A'/cohol for West. 
Bengal now A waiting Shipments 

We take the opportunity of drawing your attention to the letter dated 
10th March, 1972 addressed to you by the Deputy Commissioner of Excise .. 
West Bengal, copy enclosed, and your copy of the letter No, 796-Excise 
dated 8-4-1972 issued to the Secretary, Government of India Ministry 
of Finance (Department of Revenue and Insurance), New Delhi, by Mr. 
T, Ghose. Special Secretary, West Bengal, copy also enclosed, requesting 
for exemption from payment of all sorts of customs duty on import of 
alcohol for West Bengal now awaiting shipments. We also enclose a copy 
of the' Finance Ministry's Notification No. G.S.R. 1084, dated 5th June, 
1968 granting similar exemption on the then import of alcohol for West 
Bengal consumers. 

It is important that forma] orders according the exemption are issued 
before the first shipment is effected. The ship, as per present indications .. 
i!I scheduled to sail between the 15th and 20th May, 1972. 

We shall be, therefore, extremely grateful if the required notificatioB 
granting exemption from payment of all sorts of customs duty flevies on. 
the import of alcohol now awaiting shipments, is issued immediately. 

May we request you to treat this as most urgent. 

Copy of Express Tell!gram of Mis. The Alkali & Chemical Corporatioll of 
India Ltd., Calcutta Addressed to Shri S. D. Bhambri, Joint Secretory" 
Ministry of Petroleum t4nd Chemicals, New Delhi. 

Reference Dr. Ganguly's recent discussions with Youdata collected on 
the availability of Alcohol and Molasses in D.P. summarised as under stop-
Molasses stock first November seventyone ten lac three thousand five 
hundred fortyfour quintals stop production of molasses during November 
March totals thirtytwo lac scventyseven thousand five hundred twenty· 
quintals stop total av;;ilability inclusive of carryover stocks as on first 
November seventyone works out to fortytwo lacs eightYCl'1le. thousand sixty-
four quintals equivalent to two hundred fourteen lacs five thousand thre\! 
hundred twenty gallons Alcohol Minimum stop Alcohol carry over stock as. 
On first December sl!venfyonc works out to thirtythree lacs fortYeight 
thousand two hundled eight gnnons stop total Alcohol production Juring 
December to thirtyfirst March Nrnetyeight lacs ninetysix thousand d~lr 
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hundred sixteen gallons stop total availability of Alcohol till ,thirtyfirst 
March is one hundred thirtylwo lacs fortyfive thousand four gaUons stop 
stock molasses as on first April seventytwo is twentyseven lacs fifteen thou-
sand seven hundred twentysix quintals on first April seventytwo is equivalent 
to onebundred thirtyfive lacs seventyeight thousand six hundred thirty gallons 
Alcohol stop stocks of Alcohol on first April seventytwo is thirtyfive lacs 
twentytwo thousand seven hundred thirtyeight gallons stop therefore total 
availability of Alcohol in U.P. from first April seventytwo sbould be one 
hundred thirtyfive lacs seVt'nrycight thousand six bundred thirtyeight gAllons 
totalling one hundred seventyone lacs one thousand three hundred sixty-
eight gallons stop synthetics alteadY lifted four point eightsix million gallons 
and supply for Home Consumption exceeded two point threesi~ million 
gallons stop therefore even after meeting balance home consumption '.)f 
about two point thrl!c million gallons and synthetics six point fOllr million 
ganons three should be about eight million gallons available for further 
distribution stop assuming that hundred per cent molasses could not be 
converted into Alcohol and if it is reduced by fifteen per cent further 
availability should not re less than six million gallons stop endeavouring 
obtain similar figures from B:har and Communicate to you as SOon :IS 
possible stop detailed letter follows stop request ask U.P. excise secretary 
reletlse West Bengal at least three million titres for our consumptiol1 pend-
ing arrival imported Alcohol stop understand reliably Excnse Secretary u.P. 
may consider favourably if aked by you and West Bengal Government 
stop West Bengal Excise Commissioner has already formally requcc;ted yC'u· 
with copy to Excise Secretary U.P. for further Allocation to us. 

ROYCHOWDHURY ACCI RISHRA 

----_._----.-
Copy of express telegram from M / s. the Alkali & Chemical Corporation of 

India Limited. Calcutta addressed to Shri R. Nath Excise CO'7lmis-
sioner Bihar and COP} to 5hri S. D. Bhambri, loint Secretary. Ministr . ., 
of Petroleum and ChemicalJ, New Delhi. 

West Bengal Exci5e Commissioner issued Import Authorisation ('Jt 
twentyeight December se,ient:vone for one million bulk Jitres nf A.leoh,)' 
from Bihar Distilterie~ and you very kindly issued export orders on twelfth 
January seventytwo for supplies from three distilleries in your state stop 
despite our repeated reprcsertf1tions to you and the distilleri~s h letter.; 
and personal visits r:o suppHes have yet been effected stop the We<t 
Bengal Excise' Comm;$siont'r issued another Import AuthC)ri~!ltion ('n 
thirteenth J anuary ~or further one million bulk litres and we h'lnded ov\!'r 
to you on the fourt\!enth January seventytwo .stdp duri~g writers ~i~it. to 
Patna in the middle of February you very kmdly adVised that dlstilbers: 



100 

"will be instructed to effect supplies promptly stop the distiDers allocated to 
Us have taken no aChon so far and not a single consignment has yet beel' 

,despatched by them and they have not even indicated any probable d3te 
of supply stop we request your immediate intervention and instructions to ' 
distillers to commence despatches forthwith stop our stocks are east 

.depleting and we apprehended crisis if supplies are not rushed from Bihar 
distilleries against definite allocations issued by P & C Ministry and 
~onfir~ed by. yourself alld West Benga.'l Excise Commissioner stop your 
ImmedIate actIon is very much requested. 

ROY CHOWDHURY ACCI RISHRA. 

,Copy of Mis. The Al.lwli &: Chemical Corporation Of India Ltd. Calcutta 
No. PA 35.14 dated 25tll April, 1972 to Excise Commissioner' West 

Bengal C(liculta (lnd copy to Shri S. D. Bhambri, Joint Secretary, 
Ministry of Petrolellm and Chemicals, New Delhi. 

Additional Allocation of Alcohol from UP to our Rishra Factory. 

We refer to our various recent discussions On our additional require-
ment of about 0.9 mi1Jions gallons of alcohol to sustain production of' 
polythene at the all output rate pending arrival of the imported alcohol. 

The first shipment of imported alcohol, earlier then the 3rd week of 
May, 1972. could not be organised despite relentless efforts by us through 

·()ur General Manager's personal visit to U.K. and other European CountriL!S 
twice and voluminous cable and telex, correspondence with the supplies. 
We would. therefore, be requiring about 6 weeks' cover before imported 
alcohol is available for consumption at our Rishra factory. 

We have moved out almost the total allocations obtained from U.P. and 
the insignificant balance will be moved out by end of this month. Bulk of 
the allocation from Maharashtra has already been moved out from the 
distillery by road and movement by Rail from the transhipment point 

.. itt Ahmednagar has siDle commenced and we 'are confident, the entire allo-
cation wiD be lifted and moved out latest by and May, 1972. Release of 
0.4 m.g. from Bihar has since been frozen by the Bihar Excise Commis-

. -sioner and he is now ouly attaching priority to supplies required for potable 
liquer from Bihar against our aHocation in foreseeable future. 

We have very reliable information that the U'p. distilleries now hold 
adequate stocks of alcohol, particularly the Eastern V.P. distilleries and 
some of them do not have any pending allocation with them at present 

.'lTld are capable of meeting our requirements of about 0.9 to 1.0 million 
~,~Iont; over the next 2 months provided rele.ased by U.P. Government. 
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.~ It is: theref~re, impOltant that our additional ad hoc requirement pend-
mg arnval of lmpo~ alcohol is very seriously considered and a special 
release from V.'P. obtamed. We shall be extremely grateful if you pleas~ 
recommend to the P & C Ministry, and the Government of V.P. for addi-
tional allocation of 0.9 to 1.00 mg. of alcohol to cnable us to maintain 
the continuity of our production at the full output rate. 

May we request you to treat this as most urgent and important. 

,Copy of letter from Mis. The Alkali and Chemicals Corporation of India 
Limited, Calcutta '/(Jdr('~sed to the Excise Commissioner, Uttar Pradesh, 
Allahabad Qnd copy to 5hrf S. D. Bhambri, loint Secretary, Mbristrv 
of Petroleum and Chemicals. New Delhi. . 

Surply of 4.0 million titres of Alcohol. 

We refer to V.P. Government's letter No. 4749E/XIII-1972, dated 7th 
June, 1972, in reply t('l Our letter of 7th June, 1972 copies of both th~ 
letters are enclosed for re;Jdy reference, releasing 4.0 million litres of 
alcohol to our Rishra factory from V.P. distilleries for supply by ~ 1 st 
July, 1972. We have been asked to contact you and obtain the required 

.export orders. 

We shall be most grateful if you please issue necessary export orders 
ior 4.0 million litres enabling us to obtain the import permits from West 
Bengal Excise Commill;sioner accordingly. The distilleries may please be 
instructed to attach top priority to Our requirements to ensure that the 
entjre 4.0 million litre!; of alcohol are despatched from the U.P. distilleries 
to our Rishra factory before 31st July, 1972. 

The Secretary, Excise, Mr. R. K. Kaul, and Mr. Sabbharwal, Deputy 
Excise Secretary, V.P. hove advised us during Our discussions with them 

,on the 7th June, 1972 at Lucknow that initially we would be required to 
pay the existing export pass fee of 10 paise per litre and the pass fee so 
paid now on this supply will be refunded to Us at the same rate of 10 

. paise per litre for the quantity re,tumed by us after the expected arrival of 
imported alcohol in September this year. We h'8ve also suggested to the 
"Secretary and the Deputy Secretary, Excise V.P. that the pass fee now 
payable by us on the alcohol released to our Rishra factory 0:1 loan may 

. also be adjusted against the supplies allocated to us during th~, alcohol 
season 1972-73 commencing from lst December, 1972. We confirm that 
the supply of alcohol relea~ed to us on loan will be returned to you as 

-directed by you. 
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May we request you to issue the export ordtr immediately VJlid till 

31st July, 1972. The stocks of alcoho18t our factory are now alarmingly 
low. It. will greatly faci!i~ate the movement of alcohol expenditiously nnd 
.comple~lon of the allocation by 31st July, 1972 if the export orders are 
ISSUed ]n our favour on OUr traditional suppliers, e.g. Saraya Distillery 
Hindustan Sugar Mills Ltd., Narang Industries, Sic, ShadiJaJ Distillery,. 
Alcochem, Seohara 8'I1d Modi Distillery. 

Copy of letter from Mis. The Alkali and Chemical Corporation of India 
Limited, Calcutta addrC'.\jed to the Excise Commissioner, Government 
of West Bengal, Calcutta and copy to Joint Secretary, P & C Ministry .. 

Government of Ind;Cl, N~'K Delhi. 

No. PA 35.14 dated 2nd May, 1973. 

We have received the following message from the Deputy Director ()f 

Industries, Andhra through our Hyderabad Office: 

"Deputy Director of Industries, Mr. Nageswara Rao telephoned the 
undersigned on 24th April, 1973 at 4.15 p.m. ACCI Calcutta are import-
ing under instructions from Petroleum and Chemical Minjs~ry, 10,000 
tonnes of alcohol from abroad. Out of which 4,000 tonnes are bdng 
allotted to Andhra Pradc:sh Government Director of Indu.stries, Mr. N. 
Luther, waits to know immediately the rate per litre at which these 4,OO()O 
tOD'Des of alcohOl will be supplied to Andhra Pradesh Government. 
They 'are already aware that tbe rate is 85 paise per litre CIF nnd 10 paise 
West Bengal Government taxes. If Andhra PradeSh Government wants 
to purchase alcohol from ACCr, what will be the cost per litre including 
handling charges, t'aXes if any. Further they want to know whether the: 
imported Alcohol is Synthetic Alcohol or Natural Alcohol, which is 
potable. Mr. Luther wants the information urgently and requested us to 
send a telex to Head Office fer him and to obtain the, required infonnation to. 

We have sent the folIowing message in reply: 

"Imported alcohol fer Andhra Pradesh (.) Advise Mr. Luth~r Director 
of Industries Andhra Pradesh as follows quote CIF Calcutta price of 
consignment works to rupee one per litre aDd not eightyfive paise due 
to dollar develuation on 15th February 8nd subsequent currency fluctua-
tions (.) Other fixed charges including port charges, octroi, hand!ing, 
stClrage. Bank charges etc. works to roughly twentyfive paise per litre (.) 
We not aware what E:\cise Commissioner but you aware levy varies from 
denatured Spirit to rectified spirit (.) Suggest this information ~bt;tined 
Direct Excise Commissioner West Bengal Government (.) ConsIgnment 
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is synthetic repeat synthetic alcobol and Central Customs dutv waiver 
obtained on condition material not to be repeat not be used fo~ potable 

purposes(,) Would appreciate hearing early whether Industrial Consumers 
mterested in lifting quantit)' earmarked for Andhra Pradesb (.) We have 
already established letter of credit for over rupees one hundred twentyone 
lacs and would appreciate receiving proportionate payment immediately 
for the quantity to be lifted", 

We trust this meets with yeur ap'proval. 

Copy Of letter from MIs. Alkali and Chemical Corporation of India 
Limited dated 4th May, 1973 addressed to Under Secretary, Ministry 

of Petroleum and Chemicals, New Delhi. 

Alcohol Imports 

With refercnce to the telephone conversation this morning, we have to 
advise you that the two consignments of synthetic alcohol-one of 6,500 
tormes !rOd the other 10,000 tonnes-being imported on behalf of The 
Government of West Bengal, will both be shipped from US Ports. The 
6,500 tonnes consignment is expected to arrive in the middle of May and 
10,000 tonnes consignment towards tbe end of June. 

COIJY of letter of M / s. Alkali and Chemical Corporation of India 
Limited No. PA 35.14 dated 7th May, 1973 addrened to the Excise 

Commisl';oner, West Bengal, Cti/cutta and Cop'll endorsed to the Under 
Secretary, Ministry of Petroleum and Chemicals, New Delhi. 

Exemption-Import Duf1;-lmport of Ethyl Alcohol for indu.rtrial us.? in 
West Bengal. 

We refer to vour Memo No. 62 M.T. dated 19th April, 1973 in con-
nection with the' ad hoc Exemption Order No. 216 issued by the Govern-
mcnt of India, Ministry of Finance (Department of Revenue and Insu-
rance), New Delhi, on the 5tb April, 1973. The exemption ordcr has 
been s'pecially granted for only 16,500 Metric tons of Ethyl Alcohol. As 
you are aware, the contiUcts with the overseas-supplies stipulate th~t the 
actual despatched quantity may be 5 per cent and the purchase,r Wilt be 
rcquired to accept sucil fluctuations. The conditions referred to above 
have also been communicate-d in our 'previous correspondence to you and 
the P & C Ministry, Government of India. 

We have now received the details of the quantities loaded in the two 
shipments related to the abo\'c exemption order of the Government of 
India and we find that th~ total despatches work out to 16,936,723 tonoes 
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i.e. 436.73 tonnes in excess of the exempted quantity of 16,500 tonnes. 
The excess of 436.73 tODUes is well within the 5 per cent stipulations and 
we have no other alternative than accepting the increased quantity so 
shippeD by the overseas suppliers in tbe course of loading operations and 
similar fluctuations are inevitable while bulk Uquids are shipped. In the 
past also we were gratlted exemption for larger quantity but tht: actual 
:.hipments were due to. operational reasons lower than the stipulated quan-
tity in the contracts and exemption orders. 

In the circumstanc.cs, we shall be gratefUl if you please request the 
Finance Ministry and the MinistrY of Petroleum and Chemicals, Govern-
ment of India, to increast' the quantity of overseas alcohol from 16.500 
metric toDS to 16,930.723 tonne!l in the ad hoc exemption order No. 216 
referred to above, otherwise the Collector of Customs, Calcutta, may raise 
objections to the relea~e of the shipments now afloat. 

May we request you to treat this as most urgent and important. 



APPENDIX VI 
(Para 2.10) 

Inter-State Allocations of Industrial Alcohol during the Alcohol yeor 
. 1968-69 

(Fisure f in Million Litre a , 

Name of State to which SURPLUS STATES FROM WHICH ALLOCATIONS MAr&" 
allocation made 

U.P. Bihar Mahara- Haryana Mysore Tunil A.P. 
ahtra Nadu 

----,-------- ------------------
Weat Bengal 

Assam 
Sikkim 

Bhutan 

Delhi 

R'lja~than 

Nepal 

Gujarat 

R~8erve 

Ori~sa 

Tripura 

Mlnip"r 

P . .miichoerry . 

Himachal Pradesh 

Cltandiguh 

3'000 o'Soo 1'000 

0'450 

o· ISO 

0'080 

0,600 

0'500 

O'OOS 

0'500 

1'000 

0'130 

o 'zoo 

0'130 
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llllel'-Stale Allocation of lndustrial Alcohol during the Alcohol year 

1969-70 

(Figures in Minion LitreB) 

-----------------------------------------------
N1U~ of State to 
.... llicb allocation 
,ml~e 

SURPLUS STATBS FROM WHICH ALLOCATIONS MADE 

U,P, Bihar I Haryana Mahuuhtra Mysore Tamil Nadu 

..... ----------~--~ ........ --------"'-------, 

Sik'cim . 

Bllutan ' 

Delhi . 

Gujarat' 

OriSIa ' 

N",aland 

Tripura 

Manipur 

<ha, Daman 8£ Diu, 
Dadra& Nqar 
Haveti, . 

1 alllmll & Kuhmir ' 

Keral. ' 

Pon.dicherrY. ' 

1'350 

0'1.70 

6'300 

I' 11.5 

0'455 

0'01.5 

0,600 

0'1.%5 

16,875 

10'800 

0'405 

O'Z70 

0' uS 

0,680 

3'000 

2'700 

4'Soo 3'000 4'Soo 

0'045 

0'058 

0'180 

0'135 

,,8eo 

6'565 

0'270 

0'120 
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Inter-State A.lIOCQt;ons of Industrial A.lcohol during the Alcohol year 
1970-71 

Name of State to which 
.UocatioD made 

(FipfCs in Million Litres) 

SURPLUS STATBS FROM WHICH ALLOCATIONS 
MADB 

U.P. Bihar Haryana Mahar8'htra Mysore 

--- --------_.---- -......-.-..--_ .... 
Welt Benpl· 

Aslam . 

Sikkim . 

Bhutan . 
Delhi . 

R.;.,than 
Nepal . 

Jammu & K.,hmir . 

Reserved for DGS&D 
Ori •••. 

Tripur. 
Gujarat 

Go .. Daman & Diu 

Himachal Pradesh 

C'tandlprh 

PuDj.b ' 

Kenl. ' 

Relerved tOr Bxport 

M.haraahtra • 

Andhr. Prade8h 

599 LS-S. 

25'000 10'OCO 

1'000 

1'000 

1'050 

['500 

0'405 

0'270 

1'500 

0'045 

0'058 

0'135 

0'180 

3'000 

1'001 

0'030 
0'3375 

1'815 

0'003 

0'154 

3,600 

1'000 
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Inter-State Allocations of Industrial Alcohol during the Alcohol year 
1971-72 

(Figures in Million Litres) 

SURPLUS STATES FROM WHICH ALLOCATIONS 
MADE 

Name of State to 
which allocation 

made U.p, Bihar Haryana Mahara- Mysote Pondi-

Weat Bengal, 

Delhi , 

Sikkim , 

Nepal , 

Punjab, 

5'50 

0'50 

0'10 

0'55 

Defence & DGS&D o' so 
Jammu & Kashmir , l' 00 

Bhutan . 

Assam , 

Manipur 

Tripura 

Rajasthan 

Himachal Pradesh , 

Chandigarh , 

Goa, Daman & Diu 

Andhra Pradesh 

U,P, (For Synthetic 
& Chemicals) , 

ujarat 

Kerala , 

Tamil Nadu (Chemi 
PlaIt) 

-

shtra cherry 

1'50 2'50 0'40 

0'30 

1'30 

0' So 

0'90 

1'%0 

0'10 

0'30 

"2'00 0'50 

0'80 

0'30 

0"40 

1'50 

6'00 

0' SO 

0'50 

2'50 
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Inter-State Allocation of Industrial Alcohol during the Alcohol year 

1972·73 

(Figures in Million Iitres) 

... ----------------------------------------------------------
Name of State to 
'.vhich al\ ocatlon 

made 

Delhi " 

Sikltim 

Nepal 

Bhutan. 

Assam . 

Rajasthan 

Jammu & Kashl1"ir " 

Himachal Prades't 

Punjab" 

Madhya Pradesh 

Defence DGS & D. 

West Bengal" 

Manipur 

Tripura 

Chandigarh 

Goa, Daman & Diu 

Dadar & Nagar Haveli" 

Andhra Pradesh 

Guiarat 

Kerala 

SURPLUS STATBS FROM WHICH ALLOCATION 
MADB 

U"P" Bihar Haryana Mahara- Myaore 
shtra 

S"S 

0"9 

0" J 

1"0 

I" 2 

1"3 1"0) 
I"S 

1"0 

0"8 

pI! 

1"0 

2"0 1"0 0", 

4"0") 4"0 0"7 
7"0 ~ 
I"OJ 

0"1 

0"3 

0'3 

0"3 

0"1 

3"0 I"S 11"0 

0"6 

J" 8 .. 



APPENDIX VII 

(Para 2.31) 
LiSE shOWing the recipients of A.lcohol in West Bengal 

Name of the Industrial Unit Purrose for which Alcohol used 

I 2 3 
----. 

1. MIs. A.C.C. I. Ltd. Polythene 

2. M/s. Angelo Broa Ltd. SheUac 

3· M/s. Hindustan Lever Ltd. . Soaps 

4' MIs. Bast Anglia Plastic Ltd. Diethyl Pthalne 

s· M/s. India Foils Ltd. Foil Laminates 

6. MIs. Acoto Chemicals (P) Ltd. Bthyl Acelate 

7· MIs. Gestetner Duplicators (P) Ltd •. Duplicating Stencils 

8. M/s. Cowtes of India Lt '. Prhting Inks 

9. MIs. Reckitt & Colman of Iudi.! Ltd. Dettol & Dettolin 

10. MIs. Tata I ison Indust'ies . DruBS 

II. MIs. Waxpol Industries Ltd. . Hydraulic Brake Fluid 

12. M/s. Paints India (P) Ltd. N.C. Thinnen 

13· M/s. Hindustan Ind. Eqp. Co. Do. 

14· MIs. New Eastern Traders Do. 

IS· MIs. D. N. Ghosh & Sonl (P) Ltd. Soaps 

16. MIs. Eastern Warehouse and Ethyl Acetate 
Chemicals 

17. MIs. Bast India Ph. Works Ltd. Drugs 

18. MIs. Benpl Chemicals and Ph. Works Drugs 
Ltd. 

19. MIs. S. Bhattachar;ee& Co. . 

20. MIs. Bengal I mmunity Co. Ltd. 

2r. MIs. City Bonded Stores. 

22. MIs. Calcutta Warehouse 

23. Mis. Bajaj International (P) Ltd. 

Drugs 

Drugs 

Drugs 

Do. 

Drugs and ordinary Denatured 
Ipirit. 

110 

Quantity 
allotted 

(Figures 
in million) 

4 

z6'6611 

,200 

. 300 

. rso 

'rso 
'125 

'r2S 

'roo 

' 025 

' 025 

' 025 

'025 

'350 

'035 

'070 

'080 

'350 
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1 2 4 

24· M/ •. Standard Phs. Ltd. Do. . ?SO 

",. M/s. Calcutta 0. Co. Ltd. Do. '030 

26. M/s. A.C.C.I. Ltd., Paints Factory Paints 'J7S 

27· M!a. S. Bhattarclwiec & Co. For Hospital, Defence and 
Scientific purposes. 

the 'oSo 

28. M/s. For \lie IS ordinary Denatured Ordinary Denatured Spirit. 1'400 
Spirit. 

29· M/a. Carew & Co. Ltd. • Use by Distillery 1'148 

3?· Mis. Shaw W.Jlace & Co. Do. '380~oo 

31. M/s. Serampore Distillery Do. '365160 

32. Ms. Eastern Di,tillery Do. '426500 

33· M,Is. Weat Bengal Spirit Warehouse. Ordinary Dentured Spirit. '600 
--_._-- --"- '" ._ .. .-- ------------~---



APPENDIX VIII 

(Para 2.32) 

COpy of D.O. letter dated 31-7-1973 from Commissioner of Excise, West 
Bengal to Ministry of Petroleum and Chemicals, New Delhi. 

Kindly refer to your D.O. No. 4(l8)/72-Ch. I dated 20th June, 1973. 

2. 1 have now gone through the cOPy of letter dated 10 May, 1973 
from one S. Chowdhury of Sorampore to the address of the Hon'ble 
Minister of Petroleum and Chemicals and have made necessary enquiries. 

The letter seems to be pseudonymous and the allegations made in 
it are malicious. 

3. A copy of the letter was sent also to the Customs authorities in 
Calcutta and the Assistant Collector of Customs for Special Investigation 
Branch, Customs House Calcutta, called at the Excise Directorate on 

\ 31st May, 1973 and wanted to know how the overseas alcohol imported 
into West Bengal upto the end of May, 1973 was utilised. Details were 
furnished to him of how 43.90 million bulk litres of -imported alcohol 
wet"e allocated amongst the various consumers. 

4. The Customs authorities have followed up these enquiries by two 
notices bearing the same number and date namely S. 21 Gr. I(P)/76/73A 
dated 2&-6-73 calling upon Mis. Alkali & Chemical Corporation of India 
Ltd. to pay customs duty in respect of qUantities of imported alcohol 
!Said to have not been used for industrial pIur.pose as follow: 

Quantity of alcohol sajo, to have not been 
used for industrial purposes. 

(1) --..... --------~----
(I) I' oS million bulk litres 

(2) I' 07 million bulk litres • 

Amount of customs duty demanded 

f'Qpies of the notices are enclosed for your perusal. 
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Barr~g a little discrepancy, the quantities mentioned above seem to 

be the quantities that were released to our distilleries. 

5. It may be recalled that as the last alcohol year opened in 
Dece.mber, 1971, we ~lW that we were not in a position to meet, after 
meetmg the demand of our distilleries, the demand for denatured spirit 
or of other industries from the allocations of indigenous alcohol that we 
received from your Ministry. 

We wen; however, ex.pecting import from abroad to meet the bulk: 
of our industrial requirement. Whatevec alcohol we could have otherwise 
from local production and impon from other states was therefore, mainly 
to be used by the distilleries which were also occasionally starving. 
Though we were formally allotted 13.80 millilitres from import from 
other States by your Ministry we actually get only 10.80 million. In 
view of the shortage of alcohol otherwise, major portion of this 10.80 
million bulk litre was to have been allotted by Us to our distilleries and 
only a small portion to the industry in view of the impending import from 
abroad for the industries. Since, however, the actual arrival of the 
stock from abroad took a long time and the industries could not be made 
to suffer for want of supplies on account of this with consequent layoff, 
industrial unrest etc., We had to advance a considerable extra quantity 
from the indi.genous stock meant for the distilleries on a loan basis to 
other industries pending arrival of import from abroad on the cleer 
understanding that on arrival of the imported stock from abroad the 
indigenous stock advanced by way of loan would be replenished and 
adjusted. This evidently had to be done only to save the situation and 
with no intent· whatsoever to defraud the Government of India of taxes. 
We may mention that we had been moving the Government of India fOr 
imports weB in time but the decision to import was taken at a much 
later date ,and the imports arrived after considerable time and hence we 
had to face the situation. 

We could have well decided not to advance by way of 103n any 
stock meant for distilleries to the industries in the hard times mentioned, 
but that would have led to a total dislocation in other industries though 
it might have saved us from the present embarrassing situation to tally 
due to misunderstanding on the part of Customs authorities. In spite of 
the heavy demand from distilleries we in the circumstances, thought it fiO 
to allocate as much as 8.10 million bulk litres to industries out of our 
total allocation receipt out of 10.80 million bulk Htres from indigenous 
sources. It was only from this extra advance accommodation that ,!,e 
had 2.85 million bulk Htres replenished when the imported stock arrive 
from abroad. Compared with the quantity of nearly 44 million bulk 
litres of imported alcohol, this quantity is negligible. 
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6. The Government of India in the Ministry of Finance exempted 
imported alcohol from the payment of customs duty subject to an 
undertaking being given that the alcohol would be used solely for the 
industrial purposes in the State of West Bengal and to .production of 
certificates to the effect that the said alcohol: 

(i) is already denatured to the satisfaction Of the Government 
of West Bengal; or 

(ii) would have under bond to bonded warehouses under the 
control of the Commissioner of Excise, West Bengal and 
that the use of alcohol would be under his supervision. 

I do not quite see why the local customs authorities should think 
that the above conditions have not been complied with. Obvious they 
have overlooked the fact that whatever imported alcohol has been 
transferred to the distilleries has been transferred by way of reimburse-
ment of alcohol that was diverted earlier from the distilleries to other 
industries. It is needless to say that all overseas alcohol moved under 
bond to bonded warehouses under my control and it was used under 
my supervision. 

In these circumstances I have no doubt that the notices refer to 
above, which the local customs authorities have thought fit to issue 
without further consultation with me are misconceived. .As the entire 
background against which the Government of India permitted alcohol 
to be imported into West Bengal, free of customs duty, is known to your 
Ministry. I shall be grateful if your Ministry kindly explam the position 
to the appropriate authorities So that the notices are rescinded. 

7. I am also keeping Mr. K. S. Tiwari of OOTD informed of thiI 
development. 

With regards. 



APPENDIX X 

(Para 3.31) 

Copy of Telegram dated 26th A ugUSI, from Shri Poply Customs Kandla 
to Shr; D. C. Mandai, Under Secretary, Cus. I. 

No. X 1910 DA 26 Kandle Port 31 141 MandaI Finrev New Delhi-

F. NO. S/26-24173-A, RETEL F. NO. 369/4174/CUS. I. DATED 
28TH INSTT. ETHYL ALCOHOL IN QUESTION DENTTUREY 
DURING RECEIPT IN BULK IN SHORE TANK UNDER CUSTOMS 
SUPERVISION(.) BESIDES STATE PROHIBITION EXCISE 
SUPERVISION WAS ALSO THERE-POPLY CUSTOMS KANDLA-
59 DA 26 MANDAL FINREV 26-24/73-A 369174/CUS.I. 28TH. 

----- ---------------
CERTIFICATE COpy 

This is to certify that 1,28,94,352.9 Bulk Litres= 10444.772 metric 
tonnes of Ethyl Alcohol (Rectified Spriit) imported from Texas City 
ex-M.V. "STOLT EAGLE" on 6-1-1973 by M/s. Synthetics and 
Chemicals Ltd., Bombay was stored in D.T.C. Tanks 1 & 2, Atu\ Drug 
House Tanks 1 & 2 & Esso Tank 311 under our Seals. The Alcohol 
in question denatured with 0.2 per cent Crotonaldehyde in the tanks 
under Excise Supervision and the same was analysed by the Government 
O1emical Analyser and had certified to be properly denatured with 0.2 
per cent Crotonaldehyde. Date 13-9-1973. 

Sd./ - Illegible 
Inspector of Prob. & Excise 

l/C. S.&C. Ltd., 
C/o. Mis. D. T. C. Ltd., Installation 

Old Kandla (Distt. Kutch) 

(SEAL) 

(Inspector of Prob. & Excise 
IIC M/s. S & C Ltd., Installation 
()ld Kandla) . 
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ANALYSIS REPORT 
(G.P.B.)-(J) 0.43-50,000-6-67 

III 
Form to be used by the Chemical Analyser when reporting the results 
of AnalJ/sis. 

Please always quote this office number in future reference. Railway 
Parcels should be prepaid and sent by "Street Delivery" 

Report No. CAUI09/73/RE. 
From 

The Chemical Analyser to Government, Gujarat, Junagadh. 

To 
The Inspector of Prohibition & Excise, 
Kandla. 

Junagadh, 5-5-1973. 

Your Letter No. 16/73(7) Dated 19-1-73 advising one parcel per 
R.P.P. Stated by you to have been despatched on the 19-1-73 and which 
was received in this office on the 23-1-73. 

Mode in which parcel was found to be PtlCked on Receipt and Description 
on Seal 

The parcel consisted of a wooden box enclosed within a cloth cover 
which was unsealed. It contained five glass bottles out of which one 
glass bottle was received in broken condition. 

Copy of Label A ttached to Parcel 

Labelled as per copy'----------
Marked given by the Prohi. & Excise Markee!. given by the lr.spectCl~ Office" : 

Inspector -------_.----------------------.-----
No. I Sample drawn from DTC Tank NO.1 The question does not arise since the sample 

was received in broken condition. 
No.2 Sample ofD.T.C. Tank No.2 A. 
NO.3" ADH " No. I B. 
NO.4" ADH "No.2 C. 
No. mark " ESSO "No. 31I D. ------.------------------------

Description of Articles contained in Parcel. 

Each of the five glass bottles marked A to E Resp. contained quantity 
of liquid. 



11% 
Result of Chemical Analysis 

I. Viscera will not be returned but destroyed after analysis. 
II. The exhibits other than viscera will be destroyed fortnight after 

the date of issue of the Chemical Analyser 'for port' if not 
requisitioned earlier through proper channel. 

The sample marked in this Office. Alcohol 
Strength 

D.S. 

CROTONAL-
DEHYDE 

A 
B. 
C 
D 

Complies with the limit tesl. 

" .. .. 
·E " 
• The fresh sample in lieu of the broken one was however received from Inspector ot 

Prohibition & Excise, Kandla under his letter No. DSP 16/73, 1677 dated 12/13/-2-73. 
The said sample wall marlced E in thiI office. 

Sd.l-
(G. I. JOSHI) 

Asstt. Chemicals Analyser to Government Gujarat State, lunagadh. 

(G.P.B.)-(J )O.43-S0,000-6-67 

III 
Form to be used by the Chemical Analyser when reporting the results Of 

Analysis 

Please always quote this office number in future reference. Railway 
Parcels should be prepaid and sent by "Street Delivery" 

Report No. CAL/133/13AL. 
From 

To 
The Chemicals Analyser to Government, Gujarat, Junagadh. 

The Sub-Inspector of Prohibition & Excise, 
lie Synthetic & Chemicals Ltd., 
D.T.C. Ltd., Kandla (Kutch). 

.-'~ 

lunagadh, 18-5-1973. 

Your letter No. DSP 16/73(44), deted S-2-73 advising one parcel 
per Con. R.A. Acharya, Stated by you to have been despatched on the 
5-2-73 and which was received in this office on the 6-2-73. 
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Mode in which TJurcel was Found to be packed (m Receipt and Descrip-
tion on Seal 

The parcel consisted of a wooden box which was unsealed. 

It contained a glass bottle which was illegibly se,aled. 

COpy of Label A ttached to Parcel 

Labelled as per CQpy forwardedl------

.------- .. _---
Description of Articles Contained in PDrCel 

The glass bottle contained a quantity of liquid said to be crotonal-
dehyde. 

Results of Chemical A 1JQlysis 

I. Viscera will not be returned but destroyed after analysis. 

II. The exhibits other than viscera will be destroyed fortnight after 
the date of issue of the Chemical Analyser's report if not 
requisitioned earlier through proper channel. 

(i) Sp. gravity at 27° C is o' 869 

(ii) Acidity (Calculated at acetic acid % 
by weight) o' 12 

(iii) Aldebyde contents (as c;rotonaldehyde 
% by weight ) 87' 2. • • 

Requirement as per Indian Standard Speci-
fication for Crotonaldebyde (Alcohol 
denaturants). 

o· 872 Max. 

0'30 Mu 

85 (MiD.) • 

Sd·I-
(G. I. JOSHI) 

Asslt. Chemical Analyser to Government GU/Olat State, lunagadh. 



APPENDIX XI 

Sununan OJ mQlII COlIClusionJ Recommendations 

Sr. No. Para No. Ministry/Deptt. concerned Conclusions/Recommendations 

I 2 3 

I. 4·1 

2. 4·2 

Min. of Fin. 
(Deptt. of Rev. & Ins.) 

-do-

_._------

4 

The Committee find from the Audit paragraph that during the year 
1972-73 a total of 315 exemptions were issued under Section 25(2) of the 
Customs Act, 1962, having a revenue effect of Rs. 241.69 crores. This 
works out to about 28 per cent of the net customs revenue of Rs. 857 
crores realised during 1972-73. Out of an amount of Rs. 241.69 crores, 
as much as Rs. 232.19 crores represent customs duty foregone in respect 
of only 2 cases of imports of ethyl alcohol in West Bengal. In computing 
the total amount of duty foregone as a result of exemptions under Section 
25(2), in another case of import of ethyl alcohol at Kandla, the duty on 
ethyl alcohol had been calculated under item 22(b) ICT and intimated 
by the Ministry, while ethyl alcohol is correct'), classifiable under item 
22(4)ICT. If this is also correctly calculated accordingly. the total cus-
toms duty foregone during 1972-73 actually works out to Rs. 344.08 
crores and this represents about 40 per cent of the net customs revenue of 
Rs. 857 crores. 

The Ministry of Finance (Department of Revenue and Insurance) have. 
however, contended that the revenue effect of the two exemptions re1ating 
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