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I, the Chairman of the Public Accounts Committee, as authorised by 
lie Committee, do present on their behalf this Forty-Third Report (Fifth 

I ok Sabha) on Chapter I1 of the Report of the Comptroller & Auditor 
Gcneral of India for the year 1969-70--Central Government (Civil)-- 
mvenue Receipts relating to Customs. 

2. The Report of the Comptroller & Auditor General of India for the 
l c ~ r  1969-70-Central Government (Civil), Revenue Receipts was laid on 
:hc Tablc of the House on 7th June, 1971. The Committee examined 
iudit  paragrdphs relating to Customs at their sitting held on the 29th &to- 
w. 1971. The Committee considered :md finalised this Report at their 
vtting held on the 30th April, 1972. Minutes of these sittings fom part 
11 '  of the Rcport. 

3. A statement showing the summary of the main conclusions/recom- 
mcndahons of the Committee is appended to the Report (Appendix). 
For facility of reference these have been printed in thick type in the body 
t j 1  thc Report. 

4. The Committee place on record their apprcciation of the assistance 
cdcred to them in thc examination of these paragraphs by the Comptroller 

a Auditor General of India. 
5. The Committee would also like to express their thanks to the officers 

$ 1 1  the Ministry of Finance for the cooperation extended by them in giving 
.~llorrnation to the Committee. 

SEW DELHI; 
.Jpri/  22. 1972 
1 'ciitnAlru 2. 1894 (Saka) 

ERA SEWIYAN. 
Chairnlm~, 

I'irhlic .-I ccoiints C O I ) I I P I ~ I ~ P C .  

*Not printcd (One cyclostylcd copy laid on the Tablc of thc House and five copics 
placed In Piirlinnxnt Library). 
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. Audff Paragraph 
1.1. The total receipts from Customs Revenue duting Ule years 1968- 

69 and 1969-70 are given below :- 
1968-69 1969-70 

Rs. Rs. 

Customs imports . . , . . 3,739.87.797 3,26,9691.588 
C U S ~ O ~ S  tnp~rts . . . . . 1,01,92,34,128 7339.61 PI 6 
Additional duties . . . . . 44.58.06.759 
Cess onexports . . . . . 1 ,97,14,N3 
MisaIlaneous . . . . . . 6.59.24.413 6,70,91,478 - 
Gross revenue . . . . . . . . 4,82,48,46,338 4,53,82,65.044 
Deduct-Refunds and Drawback . . 35,98,67,754 30.5 1,66,610 

NetRevenue . . . . . . 4,46,49,78,584 4,23,30,98,374 

It will be seen from the above figures that out of a total gross revenue 
of about Rs. 454 crores nearly 81 per cent related to import duties includ- 
ing additional duties. In the year 1968-69 the revenue from additional 
duties leviable under section 2A of the I n d i i  Tariff Act was included under 
the major head I-Customs Imports--and the receipts from Cesses on 
exports were likewise included under the head "Customs Exports". It has 
been decided to classify the receipts from these two heads separately with 
effect from 1969-70 and they have accordingly been shown as separate 
figures in the table above. 

Compared to 1968-69 the realisation from imports had a slight set 
back by about Rs. 2.41 crores; under exports the fall in revenue was signi- 
ficant amounting to Rs. 26.36 croqs. 

[Paragraph 8-Report of the Comptroller and Auditor General of 
India for 1969-70 on Revenue Receipts.] 

1.2. The Committee desired to be furnished with a list of major com- 
modities on which export duties are levied and the value of commodities 
cxported during the years 1967-68, 1968-69 and 1969-70. The Ministry 
of Finance have furnished the following statement : 

- w  F (Exports Rupees crores) 

SI. No. Commodity 1967-68 1968-69 1969-70 

1 .  Jutc manufactures . . . . . . 234 -09 21 8 91 206 -66 
2,Rawcotton . . , . . . . 15-89 12-44 1692 
3 .Tta* .  . . . . . . . . 180.20 156.51 12450 

from aport duty with &#:t from 1-3-1970. 
exaf& Monthly Stubtics of the Foreign Trade of India (vol. 

g:&%-March 1968. March 1969 and March, 1910.1 



(1) (2) (3) (4) (5) 
. . . . . . .  4.BlackPcpper 12.98 9.71 16.14 

. . . . . . . .  5. Coffee 18.18 17.96 19.62 
. . . . .  6. Deoiled groundnut meal 37.21 41 .Yh 32.72 

7. Tobacco unmanufactured . . ,, ,. . 34.85 33.10 32.71 
. . . . . . . .  % M i c a .  15.0.) 13.46 15.22 

9. Hides, skins and leather . . . .  . 60.80 77 -36 89.21 
10. Co~r and coir manufactures . . . . 12.93 14.04 1351 
1.1. Manganese om . . . . .  . 11.10 13.46 11 .06 

. . . . . . . .  12. Iron ores 74.78 88 40 94.62 

1.3. Pointing out that out of custom receipts for imports amounting to 
Rs. 326 crores during 1969-70 the Public Sector alone contributed as much 
as Rs. 11 8 crores, the Committee enquired whether the collection work for 
Public Sector could be separated from the regular work. The Chairman. 
Central Board of Excise and Customs stated "Under the law, whether it is 
a government department or a public corporation or a private party, the 
processes and formalities to be gone through for clearance of cargo are the 
same. So there is no separate system that can be devised." Asked if a 
separate cell for this work could be created, the Finance Secretary replied : 
"That appears to be d i u l t ,  because. . . .  the consignments keep on com- 
ing, some ship may discharge cargo both for the public and private sector. 
The whole procedure of clearance will havc to be the sanic. The same officers 
will have to inspect it at the dock. They have to be dealt with simul- 
taneously. They come mixed up." 

1.4. The Committee desired to know in respect of the years 1966-67 
to 1969-70 (i)  details of receipts on account of (a) sale of confiscated 
goods and (b)  recovery of duty and penalty on luggagc and (ii) checks 
exercised after the clearance of goods from the Customs to prevent un- 
authorised disposal and to check genuineness of declarations. In a written 
reply the Ministry of Finance stated, "The total amount of receipts on 
account of sale of confiscated goods (other than Gold and Silver which are 
not sdd, but are deposited in the Mint) and on account of luggage 
(Baggage) indicating separately, duty. fine. personal penalty realised is 
given below : 



1.5. M i s w  of baggage c m s s i a k s  is . checked in the following 
manner :- , . e 

(a) Baggage duty free allowance has been reduced to Rs. 500/- d y 9  
which does not leave any maren for bringing goods for disposal after 
acquiring gifts for relations and friends. Articles which cap be easil sold 
by hawkers are not permitted to be imported under I.T.C. Public Gotice 
No. 13/71 dated the 1st February, 1971 on payment of duty but without 
Import Trade Control restrictions to check misuse. For T.V. and 6rearms 
there are special instructions to check misuse. For firearms instructions have 
been issued requiring the Customs officers to stamp the possessibn licence 
with rubber stamp indicating the condition of non-transferability for a 
period of 10 years. 

(b) To prevent unauthorised disposal of smuggled goods including 
those cleared as baggage the preventive or@ations in the Custom Houses 
and Central Excise Collectorates collect mtclligence and conduct fkquent 
town raids. In Mar&, 1969, Customs Act was amended in order to 
regulate internal transactions in certain categories of goods which are either 
smuggled into the country or which are disposed of unauthorisedly after 
importation as baggage. For this purpose, certain categories of goods have 
been notified to which additional regulatory measures apply except when 
they are for perscmal use. These measures include requirements regarding 
intimation of place of storage, maintenance of accounts, transport and sale 
under cover of vouchers and reasonable precautions before acquisition. 

1.6. In regard to the confiscated gold, the Chairman, Central Board of 
Excise & Customs stated during evidence : "This is kept in &posit with 
the mint and is taken over by the Reserve Bank of India in due course of 
time. Only then some credit is given. We include the credit as and when 
given. It is not immediately given." As regards its value the witness 
stated that it was calculated at the international price. 

1.7. Asked whether credit was not taken on other cdnfiscated 
the moment they were confiscated, the Rnance Seuetary stated : " e : t  :i 
not taken on conficated goods at the moment they are confiscated; at the 
time of confiscation, only a description of the items confiscated is included. 
It  is only when they are sold that credit is taken. There may be a time 
lug between the date of seizure and date of subsequent confiscation and 
actual realisation of sale proceeds." The witness added : "Some goods 
deteriorate on stock because there are long delays in disposal and on 
account of deterioration there may be a fall in the actual value realised." 

1.11. The Committee desircd to know the basis on which rewards paid 
to informers were calculated in the absence of the final sale price of the 
goods. The Chairman of the Central Board of Excise & Customs stated : 
"There are some rewards which are given in advance on a rough and ready 
basis. The real calculation is done only when the goods have been dis- 
posal of and have rtalised the money." The Member of the Board 
stated : "In case of gold, we give the reward on the basis of so many rupees 
per tola. That is not dependent upon the value. In regard to other goods, 
what happens is, in the case of certain categories of goods, where there is 
no doubt about confiscation like those goods which have been notified under 
%tion 123, we pay 50% of the expected W reward within a fortnight or 
:I month's time. But on the final calculation the amount of the reward 
against which whatever amount has been given at the time of scinve is 
adjusted; it is dependent on the actual sale proceeds." Asked if action was 
2 - 4  128 LSS/72 



taken to recover any excess payment of reward made in advance of the 
actual sale, the witness stated : "Even at the time of payment of initial 
I-eward, we have issued instructions that they will take into account the value 
at which the National Consumer Coperative Federation is taking up the 
goods. There is not likely to be very much of a variation. For small 
difference we are able to adjust at the time of the final payment of the 
reward." The Finance Secretary clarified that initially 50 per cent of the 
amount of award was paid in advance and there was less possibility of 
excess payment. 

1.9. The Committee drew attention to *a circular issued by thc Depart- 
ment in March, 1965 that the final rewards should be sanctioned both to 
rhe informers and the departmental otticers as soon as possible after the 
goods were confiscated absolutely and without waiting for the final sale. 
The Cornmittec enquired how, in view of these instructions it was ensured 
that excess rewards were not paid in cases of over-valued goods. The re- 
presentative of the Board stated, "There are separate orders issued in 
regard to the payment of advance rewards. These are with regard to the 
payment of final rewards.. . . in so far as the advance reward is concerned, 
that is paid as near the seizure ;is practicable." The Finance Secretary 
added : "We will check it up with some of the Customs Houses how soon 
the payment is being made and what is the difference between the amounts 
actually paid on this basis and the actual amounts rcaliscd." 

1.10. In a note furnished to the Committee, the Ministry of Financc 
have stated : "Authough the orders of 1965 authorised the Collectors to 
pay final reward without waiting for sale of the confiscated goods, in 
actual practice the Collectors have reported having waited till the disposal 
of Appeal and Revision Application. It had been found more practicable 
to give final rcwards after disposal of goods and hence generally final 
rewards have been paid after the disposal of the confiscated goods." 

1.11. The Committee find that in plusuance of the recomnxndation~ 
of the Cu~toms Study Team, the Ministry of Finance issued instructions on 
9th February, 1970 delegating full powcrs to Collectors of Customs & 
Excm to give rcwards to informers within the following overall ceilings : - - - -- -- - - - -- - 

Descr~pt~on of g o d z  overall c e ~ l ~ n g  - - - --- - - - - - - -. - -. - . -- - - . - - - .- - - - 

(a) Gold bullion . . . . . . . upto Ks. 15:- per lola. 

(b) other goods . . . . . upto 10': of tlic e s ~ i m ~ ~ c d  
markc1 prlce In India of con- 
fi\cated goods a1 the tlmc of 
FClZLlre 

1.12. As regards advance payments it is laid down in the instructions 
of 9th February. 1970 "In respect of ( 1 ) gold bullion and goods 'notified' 
and 'specified' under section 1 l B  and 1 1 -I respectively of the Customs Act 
1962, ( 2 )  seizures made in the' Customs Area or on the Indian Custamq 
watcrs of goods not declared and (3) seizures of unclaimed goads, rcwards 
may b= paid before the actual sale of the goods, as follows provided there 
is no doubt about the final confiscation of the goods :- 

( i )  SOr,% of the expected final reward immediately on seizure; and 
r ii) thc balance of the reward on adiudication of the case tesdting 

in confiscation." 



1.13. The Committee desired to know how it was ensured that the pay- 
ment of advance reward did not exceed the final reward. In a written 
reply the Ministry have stated the following position : 

"in seizures of gold bullion reward to the informer(s) is payable at the 
prescribed rate per tola for the quantity seizcd and not on the value of thc 
seized gold. There can thus be no instance of the advance reward exceed- 
ing the final reward due to such cases. 

"As regards other goods. immediately after the seizure is effected, an 
inventory of the seized goods is completed and evaluation of such goods 
made having regard to the price of the similar goods in the market. Thc 
Collector of Customs (Prevcntivc), Bombay has reported that the prices for 
the various items of seized goods are based on the prices fixed for tnesc 
items by a Joint Pricing Committee of the Central Excise Departnicnt and 
Custom Home. The prices so fixed by the Committee are normally less by 
about IO-lS'i/l of the market price for thc items. Where the item is not 
covered by the price list of the Committee market enquiries are immediately 
made to ascertain the estimated market prices and that price is taken into 
consideration for determining the quantum of reward admissible in a casc. 
After having ascertained the prices in the abovc manner, the total value of 
goods seizcd is worked out and thereafter the amount of the adrancc 
reward admissible in a casc determined. Whcre the competent authority is 
rcasonnbly satisfied about the final confiscation of the seized goods. an 
amount not exceeding the perm1r;'sible limit is sanctioned as advance reward 
and disbursement made. At the timc of sanction of final reward. in case 
thc advance reward is paid. a further scrutiny r e p d i n g  the value of goods 
and the role of inforniant is made and further adjustnwntc made :I[ that 
stiige thereby ensuring that in no case reward sanctioncd exceeds prcwrib- 
cd limits. The other Collectors of Customs and Central Excise have also 
reported that they evaluatc the seized goods on n realistic basis and k c ~ p  a 
safc margin to take care of fluctuations latcr on. The estimated vnlui. so 
determined is certified both by the Assistant Collector and the other gazcttcd 
officer in charge for disposal of confiscatcd goods. 

"Adv:~ncc reward represents only a fraction of the total reward palable 
in a casc :und iq i ~ d i ~ ~ t e d  against the final amount of reward determined to 
hc paid. The procedure adopted by the Collectors as outlined above d c -  
quately ensures that the payment of advance rcward dcm not exceed the 
final reward due. In fact d l  the Collectors of Customs & Central Exciw 
havc reported that no casc has k e n  reported where such a thing\ ha\ 
happened." 

1.14. The Committee desired to know how won payments were t n d e  
:~nd what w;i~ the diffcrencc betwccn the valuc on the basis of which IT- 
\~'rrds were xtuallv paid and thr' value realised on dispvsal during 1969-70. 
In 3 written reph the Ministry of Finance have stated : "It has been rqxjrted 
hy the Collectors that in most of the cases the advance  reward^ arc e n c -  
lnlly paid within a month of the seizure. However, the payment of final , 

lcward takes long timc due to v;rrious factors beyond the control of the 
rkpartmcnt, such as  delaying tactics on the part of the parties. appeal and 
~evision processes, filing of court cases, etc. Thc final rewards paid in n 
war relate to cases detected much carlicr spread ovcr a number of ?ears. 
I t  has not heen practicable to get this information :IS the files in which 
1cw:lrds are sanctioncd in n ycar are not kept separiitcly." 



1.15. The Committee enquired about the basis, ou which award of 
Rs. 15 per tola of gold had been fixed and how it compared with the inter- 
national price. The representative of Board stated : 'The IMF price 
tola these days works out to about Rs. 98t and something like that on 
basis of 35 dollars pcr oz. Thc int~rna~tional free market price works out 
to about 40 dollars. And the internal price is much more." Asked if it 
was fixed in relation to the credit given by the Reserve Bank of India, the 
witness replied in the negative. The finance Secretary stated : "whether 
we take the international price or the IMF price or internal value, that 
becomes immaterial because it is Rs. 15 per tola. It is a fixed price by 
weight and not according to vdue." The representative of the Board 
stated : "In the case of other commodities we were giving 10 per cent. In 
the case of gold, 10 per cent would really work out to much more- 
at that time, we used to give Rs. 10 per tola. Worked out at the base of 
10% it would have been about Rs. 20. But thc gold seizures is of heavy 
amount. We did not give more. We fixed at Rs. 15. That is the 
rationale behind it." 

1.16. The Committee desired to be furnished with a note stating the 
percentage of maximum reward to the actual amount of credit given by the 
Reserve Bank of India in respect of gold during the years 1968-69 and 
3969-70. In a written reply the Ministry of Finance have stated : "The 
confiscated gold is deposited with the Government of India Mint for final 
disposal. The question of credit to be given by Reserve Bank is under 
examination. However, the international monetary price of gold is 
Rs. 98.41 p g  tola. The market price in India of primary gold bars ranged 
from Rs. 172 to Rs. 208 per tola during this period. Reward in gold 
cases is paid with reference to the weight of the seized gold. At the maxi- 
mum rate of r e w d ,  it worked out to 15.3% of international monetary 
price and from 7.2% to 8.8% of the market price in India. In the case 
of confiscated goods other than gold the maximum reward is 10% of the 
market price in India and not internationd price." 

1.1 7. The Committee desired to know the checks exercised by the 
Internal Audit Department over the issue of awards. The representative of 
the Board stated : 'The Internal Audit checks the actual disbursement and 
whether the Board's orders an: executed or not. . . .As far as internal Audit 
1s concerned, all the reward files go as a matter of routine." 

1.18. The Finance Secretary informed the Committee that "in the case 
of rewards to informers, this is not a kind of statutory or a clear executivc 
order that you must give this reward or that reward. This is after all a dis- 
cretionary reward. It was given to informers according to the amount of 
work they have done, the real amount of information they have given and 
the kind of assistance that has been received from them. So, the rewards 
can vary in percentages and in amounts from person to person. It is not 
the right of the person to receive any reward, it is not like the payment of 
a salary. that you must give that. I am only mentioning this point because 
in the case of rewards which were finally sanctioned there may be variations 
in the percentage but the general guideline has bccn given to the Collector 
that we should follow such and such." The witness added: "On the ques- 
tion whether it is excessive or not. 1 would likc to subndt that the reward 
given to informers who help in anti-smuggling has to be judged on the basis 
whether it 5as paid divideds or not." The Cbmptroller & Auditor General 
stated : "My audit will not certainly ask you to enforce any kind ,$ uaifor- 
mity in what yov pay." 



1.19. Asked if the maximum rate fixed was exceeded in some case& 
the Chairman of the Board stated "All these maxima have been prescribed 
for the field officers. If they want to give anything more, they have to 
refer to the Government or the Board because these are only working 
rules.'" 

1.20. The Committee asked whether the Internal Audit had reported any 
cases in which these discretionary payments were not in order. The 
Member of the Board stated, "The internal Audit go into the question 
whether the Board's instructions regarding the maximum powers to fhe 
various officers regarding the disbursement of the amounts and regardmg 
the various commodities have been observed or not. But they have no 
power to question the use of this discretion in particular cases. Further. 
these disbursements are pre-audited. The file is sent to internal audit. 
Internal audit checks whether it is in accordance with the Board's instruc- 
tions, and so long as it is so. it is paid. So. such cases cannot occur." 

1.21. In a note subsequently furnished to the Committee the Ministry 
of Finance have stated. "While carrying out checks on the rewards sanc- 
tloned the Internal Audit Departmats of the major Custom Houses ensure 
that the rewards are sanctioned by the competent authority. It is also 
checked whether Government's orders regarding the quantum of rewards 
payable, the trmc of payment of reward, the valuation of goods for grant 
of rewards and the requirements of other general instructions governing 
the grant of rewards have bcen complied with. No cases were detected 
wherein Government's ordcrs regarding disbursement of rewards were not 
compiicd with. It has bcen found that the Internal Audit Departments 
In the Central Excise Collectorates confine their checks only to audit of 
revenue accounts. As  thc sanction and payment of rewards relates to ex- 
penditure account, the lnternal Audit Departments in the Central Excise 
Collectorates were hithcrto not exercising any checks on disbursement of 
rewards in Customs cases. However, instructions have been issued pres- 
cribing that Internal Audit in the Central Excise Collectorates should carry 
out checks on sanction of rewards to ensure that Government's orders in 
this regard are complied with." 

1.22. The Committee cnquired whether any attempt had been made to 
find out the percentage of the smuggled goods actually seized by the Customc 
Ikpartrnent. The Finance Sccrctaw replied : "I am afraid, to this question 
:lt least I cannot give any answer, if one knows what is being smuggled into 
India, we would have known the percentage. but we do not know." The 
witness added : "I agrec with you, sir, that the problem of smuggling is a 
major one. We accept that, and that measures should b: tightened up. 
For example we know that smugg,ling of gold is a very major problem and 
therefore every possiMc cffort should he made.- to tighten measures. Mv 
only point was that I cnnnot give you any reliable or authentic estimate cf 
fhe quantity as to how much is bcing smuggled into India and how much 
\ve are catching. I was only saying that whatever I may give you, or I 
may say, that it is 5, 10 or 15%. it will be all guess." He further stated "This 
much we accept ourselves that what we are catching is only a small pzrccntape 
-)f what is coming into Tndia and therefors, the problem is much more gizan- 
tic and much bigger than we were able to tackle." 

1.23. Asked about the measures takm to prevent smuggling, the Finance 
Yecretary stated. "We know what comes from which area; we get information 
on what is being shipped; we know the modirs nperandi; wc have got people 



who givc us information that this kind of commodity is coming from this 
world market, and we direct our operations for that purpose in that parti- 
cular area." 

1.24. The Committee referred to complaints froni Custom Houszs that 
they wcre not provided with adequate ~aunchcs. l'hc Finance Secretary 
replied, "Wc know there arc conlplaints from many people that the total 
liumber of launches with them are inadequate. We have not got cnough- 
both by way of fast moving and slow moving launches of different types. 
There is difficulty in deciding what kind of lauqches to buy and wherc to 
Iw'." The Committee asked whether :my demands for launches were pen- 
dhg with the Ministry, the Finance Secretary stated, "Wc had hardly ally 
Ii~unches a few years ago. Now wc have got 30 launchcs in thc country. This 
;~icreasc has taken place but the local officers are not satisfied with this. 
The demand is still more. In fact 31 launches havc recently becn given amt 
the real difficulty has been in tinally dcciding what kind of craft to buy and 
whilt type of craft and how many to buy. We have been trying to get in 
touch with experts to finalise but pnrctically more launches havc been added, 
that is &out l?uq$bps," 

1.25. The C'ommittce desired to bc furnished with a detailed note in )  
exp1:tining the various measures taken by Government to prevent and detect 
smuggling and (b)  Government's assessment on the magnitude of the pro- 
blem of smi~ggling indicating thcrein the assessment of thc requirements of 
\.arious types of launchcs and the basis thereof, thc views of the Exports 
consultcd, thc actual availability and the steps takcn or the difficulty. if anv, 
to Drocurc the additional launchcs." 

1,2h. In a written reply. the Ministry of Finance have stated : 
. ' a c r e  ure'not reliable means of estimating the extent ,of smuggling into 

thc country. The Study Team which went into the question of Icitkage of 
foreign exchange through invoice manipulation estimated that the illegal 
foreign exchange required to tinaricc sniugeling of gold and othcr m-ticks 
~zould h e o l  the order of Rs. 160 to Rs. 170 crorcs pcr annum. Thc nmkct 
price in India of the smuggled qxxls of which the value abroxl in forciqn 
cxchange is Rs. 160 to Rs. 170 crorcs would work out to he of thc ortler 
oi' Rs. 400 crorcs, 

The Report of the Study Group SCL up by the Cabinct Secretariat rc- 
garding thc requirement of I;~unchcs is prcscntly under examination. The 
Study Group has rcconimcndcd the use of fast surfacc boats with a cruis- 
jrlg speed of 20 knots and thrust speed of' over 30 knots and with Z to 3 
days endurance. They also suggcstcd the need for smaller mcdium fast 
boats for deployment in seas not far from the shore. Further sleps will 
be taken on the basis of the Government's decision on the diRcrent re- 
commendations for acquiring additions! launchcs. Mzrin-while seized boats 
of smugglers arc, on confiscation. being deployed in increasing numbers. 
38 seized boats havc been put to use. 

STEPS TAKEN TO PREVENT SMUGGLlhG 

Administrative Measures 

R d e p l ~ y r ~ ~ w t  of stuff i ~ i  .stvzsiliw arms 
1. In the past anti-smuggling opsrations were confincd t q  checking gas- 

5engers ar~d their baggage at various points of entry and rummaging of the 
incoming vessels and aircrafts. However, with the changc of the I M O ~ U S -  



c~~xrarrdi adopted by the smugglers, it has become necessary not only 
lo guard the vulnerable -points along the western and south-eaitern coast 
of India but also to arrange for the patrolling on water for intercepting the 
smugglers' launches. In view of the present trend in smuggling through the 
western coast extra staff exclusively for preventive work is being 
deployed in sensitive areas. The preventive formation in the 
Bombay and Madras Custom Houses and Ahmedabad, Bombay. 
('ochin and Madurai' Customs and Central Excise Collectorates have been 
reorganised. In Ahmedabad Collectorate, 5 divisions under the charge oi 
Assistant Collector bave been created exclusively for anti-smu&ing work. 
Aong the coast of Gujarat. Similarly, in Madurai Collectorate two division? 
undcr the charge of Assistant Collectors have been created exclusively for 
allti-smuggling work along the coast of Tamil Nadu. 
I~ltelligcwcr set up 

2. In cxdcr to strengthen thc intelligence machinery the Covernmcnt has 
set up zonal units of Directorate of Revenue Intelligence at Bombay, Cal- 
cutta, Madras and Delhi. To coordinate efforts of the field formations from 
the Indo-Nepitl border, the Directorate, Headyuarters were, houcvrr, streng- 
~fiencd by the creation of a Nepal Unit headed by an officer of the rank of 
D.I.G. of Police. The Directorate of Revenue Intelligence also mainta~ns 
liaison with similar orgianirations in somc of the foreign countries directlv a< 
well is through INTERPOL. 

The Director-General of Rcvenue Intelligence and Investig:~tion has also 
hcen appointed with a view to achieve closer coordination amongst the in- 
~dligence and investigation agncics. namely, the Enforcement Directorate 
L I I ~  Directorate of Rcvenue Intcllipence. These organisations now function 
under the cabinet Secretariat. 
t-cutnches 

3. In order to make up the inadequacy in sea-going Inunchi.\. 36 con- 
lkcation launches havc heen appropriated for anti-smuggling u-ork. Some 
mall  launches built in an Indian yard havc also been procured. Suitability 
o f  other launches (soizcd from time to time) for anti-smuggling work was also 
examined to that more contiscated launches can be pressed into servicc. Thc 
I liph level Study Group set up by the Cabinet Secretariat to examine and 
;~dvise on the overall requirement of fast sea going crafts, inlcrccptt.rs and 
other logistic support that would be necessary for anti-smuggling opera- 

- lions has sincc submitted its report, and it is currently under exianrination. 
I'dticlcv 

4. 396 vehicles, cars, station wagons havc been provided for anti-smug- 
,cling work to Custom Houses,:Central Excise Collectoratcs recently. 
I liirc4~ss Cornrrlrrnicalion 

5. A Pilot Cell has been sanctioned for evolving a schcmc for providin.~ 
\virelcss net-work along Western coast. 
.'!rtnu md Anlrl~u!~ifian 

6. Instructions already exist for equipping our officers with arms and 
.wimunition. Every effort is being wdde to provide rifles to sopovs and 
wolvers to officcrs. Recently, the Ministry of Home Affairs have allocated 
l o  US 100 imported revolvers for use by the officers for anti-smup~lint: 
hties. 



Binoculars, Walkie-talkie sets, gold detectors, Tape-Recorders and Reker- 
Flwoscopic units 

7. These equipments have been provided where considered necessary 
for interception and investigation purposes. Recently, 256 binoculars have 
been sanctioned for preventive work. In addition confiscated items like 
tape-recorders, and binoculars have been brought into use. Five picker- 
lluroscopic units have been brought into use at five important Foreign 
Post Offices for screening packages suspected to contain contraband articles. 

Encouragement to the o&ers 
8. In addition to cash rewards which are given to officers other than 

class I officers as an incentive officers are also given appreciation certificates 
(i) for exceptionally meritorius service rendered in undertaking a particular 
task even at the risk of life, and (ii) for specially distinguished record of 
service. Officers in category (i) belenginp to class 11, LII and IV are also 
granted cash allowance. 
Rewards to public 

9. In order to encourage the public to come forward with information 
regarding smugghng, Government has introduced a scheme for the payment 
of rewards. In order to streamline the procedure for sanction of reward 
and to remove grievances regarding the delay in the payment of the rewards, 
the Government have appointed a Committee which is going into the question 
of prompt disbursement of rewards. The Committec's report has since been 
submitted and orders have been issued. 

Legislative Measures 

Amendment of the Customs Act 
1. In March, 1969, the Customs Act uas amended in order to providc 

ior control over internal transactions in certain categories of goods of which 
the smuggling is on a substantial scale. On the import side certain caw- 
gories of goods have been notified to which additional regulatory measures 
will apply except when they are for personal use. These measures include 
requirements regarding intimation of the place of storage, maintenance of ac- 
counts, transport and sale under cover of vouchers and reasonable precautions 
before acquisition on the export side a specified area extending to 50 kilo- 
meters in width from the west coast and that part of the east coast which 
talls within the state of Tamil Nadu has been notified within which the re- 
gulatory provisions will apply in regard to silver, bullion and coins. 

Proposal for enhancement of punishments in certain cases 
2. The Customs Act provides for the stringent punishment in cases of 

smuggling. There is a provision for a minimum sentence for 6 months and 
:11aximum sentence of 5 years, in cases where the Indian market price of 
smaggled goods exceed Rs. 1 lakh. Howevcr, a recent study made on thc 
punishment award4 by courts in various States indicated that even in provetl 
cases of smuggling in which the courts could have awarded high sentences, 
the sentence awarded was much less. It is, therefore, proposed to amentl 
the relevant provisions in the Customs Act to vrovide for deterrent punisll- 
ment for smuggling of gold and other good$. The Law Commissioner's re- 
commendations have iust been received and are under Govt's consideratioll. 



Gold, Conaef Ad 
3. In 1963, the Gold ~ o p t r o i  Act w a  introduced'+& a T ~ W  i w r  4, 

10 supplementing Be anti-srn ag efforkwith a detailed system o&-d 
mx internal transactions in god 'YP so as to make the circulation ol smugsled 
gold more difficult. In its origiml form the ocjte sf the Gold Control was 
the 14 carat purity restriction on manufacture of ormmedts. With the 
withdrawal of the 14 carat restriction one q a m f a c t m  of ornaments in 
November, 1966, a ban has boen imposed on private possession of prima@ 
gold with a provision for declaration of omadtents above *ecificd limits. As 
refineries were blieved to be important link in the chain oP agencies handing 
contraband gold, the licences of private refiners have .alw not been mewed 
tor the year 1969. The Govcrnmeet Mint has been ficen~4, under Gokl 
Control law to rendcr service to the gold trade for its rehing weds. 
Other Measitrcs 

4. All these measures are being taken in addition to the usual 
vigilance at the port, airports, land customs stations and in im- 
portant commercial centres inside the country by the officers of the 
Customs and Central Excise so as to prevent smuggling. and to 
dctect smugglcd goods. Cheeks of vessels and convcyances coming 
Fiom abroad and scrutiny of imports and exports is b e i  
rnade by the officer\ of Customs at the port\, airport\ and land customs 
:I( the ports, airport\ and land customs stations. 
Difficulties faced in anti-smuggled Eflorts 

Some of the difficulties being faced in anti-smuggling cfforts are : 
(i)  In view of the size of the country wiih its long frontiers and coast 

I I I K  extending over thousands of miles it is not practicable to effectively man 
.III the points through which goods can be smuggled into the country. 

( i i )  Shortage of sea-going crafts makcs interception of snlugelcrs laun- 
ches at high seas difficult. 

(iii) Compact volume of gold, watchcs, etc. being suitable for con- 
ccalment on the person of smugglerv and in pauscnpurs' baggage to make 
11s detection difficult. 

(iv) Tho case with which gold can bc convcrtcd into ornament\ 
~cndering thg detection of smupgled gold difficult Since there is no restric- 
tion of purity or otherwise in the acquisition or sale of genuine ornaments, 
I I  is difficult to prove ~ h c  smugglcd nature of gold once it is converted into 
1 I nnments. 

(v) The pcrsistencc of internal demand of rold becausc of social customs 
~ n d  conditions in thc country, which oilers 3 lucrative market to gold 
smugglers. 

(vi) The craze for foreign consumer articlcs. 
(vii) Shortage or absence of internal production in :trticles like watches, 

synthetics fabrics, cloves." 
1.27. The C o d t e a  ue concerned over the significant fall in revenue 

amountiw to Rs. 26.36 a w e s  in receipts from Custom Exports during tbe 
Year 1969-70. Fmm the statement furnished by the Winktry of Fhmce, 
the Cmmittee fid that tbe export vabc of Jute m ~ l ~ l l l r c t v r s  fell from 
us. 218.01 crores in 1968-69 lo Rs. 206.66 mores in 1969-70 and thnt 
1 L128LSS172 



1.30. The C m  f d n x  desk that an d y  dedsion seoukl be 
taken by Governmen# on the report of the Stud Grwp set up by the 
Cabinet semb.lat relprdiag the requirelllent ol &ancks. 

Audit ~&agraph 
1.31 The expenditme during 1969-70 in collecting customs receipts 

together with the corresponding figures for the preceding years is shown 
below : 

(In crom of rupees) 
- - 

Custom Expendi- 
collec- ture on 
tlon collec- 

tion 

[Paragraph 7-Report of the Comptroller and Auditor General of India 
for 1969-70 on Revenue Receipts.] 

1.32 The Committee desired to know the reasons for the increase of 
expenditure of the Customs Department from Rs. 5.48 crores in 1966-67 
to a. 7.83 crores in 1969-70. The Finance k c e t a  stated : "Part of the 
k e w  would be dug to increase in the dearness a 7 lcwanoas of the Qov- 
erqawat servants. That is r e k k d  in this. But it is not fully refladrad. I 
notlae under union excise, but it M really reflected an& the athar .heirds 
ars r~rpcwation tarr and the income tax. There has also beon a sebential 



iacl;6ciscr in EM .an aati~s nwk Mder Customs!" CCoYaattee 
d e e W  to know tk xpediture on oolkction and anri.?smit& 
ling and warenthe Ilnol.k. The witness stated : "We will try to make 
estimate af che special staff whiah Bas been s a d &  for pwverltive M, 
t&ugh prevmtbq is dso  part of the responsibility of the m a 1  staif." hc 
Committee desired to be fwnihd with a note ahowing (a) the reautm f(k 
in- in expenditure oa collections &in% break-up of (i) nonnhl increak? 
due to increment, increaSed allowance etc. and (ii) increase due to ad&- 
tionel staff, categpry-wise and (b) break-up of expenditure an dacribns 
durbg each of the years 1966-67 ta 1969-70 as between the expendW.ure hb 
curred on m m a l  assessment and collection work and that on aMi-smug$ing 
and preventive work. 

1.33. In a note furnished to the Committee the Ministry of F i i  
have furnished the following breakup of expenditure under the ''Cdstomsn 
grant for the years 1966-67 and 1969-70 : 
-- Expenditm (In c row of Npar) ---- 

ImaNm3 
($1 

196647 1969-70 Dcnaw 
- - -- (-I 

( i )  Salary of oBBcers and Bstablishmsnts . . . 1.44 161  (+)-I7 
( i i )  Allowances and Honoraria . . . . . 1 -23 1 -70 ( + I 4  

2 -67 3.31 (+)O.64 
(;if) Other charges (including various other Misc. heads) -33 .93 (+I.@ 
( i v )  Estt. char& paid to -other Govt. Departmtnts 

(DGPdrT) . . . . . . . . .I7 el4 (4.03 
(4 al$rg s" id to Union Excise Deptt. (for outports 

n Customs) . . . . . . 2.31 3.45 (tZ1.14 

- -- -- 5 48 7.83 {+)2.35 

1.34. As regards break-up of expenditure between coUection work and 
anti-smuggling and preventive work, it has been stated that thc expenditure 
rn the Customs grant is not booked on 'Function-wise' basis and as such, 
i t  is difficult to separate the exact expenditure on 'Preventive Functions' and 
'Other Functions' during the years 1966-67 to 1969-70. However, an at- 
tempt has been made to work out estimated expenditure incurred on 'Preven- 
tive Functions' and 'Other Functions' during the above years. The break-up ' 
of the estimated expenditure is shown below: 

EXPENDITURE 
- - . - --- - -- -- - -- -- - - - 

c w  paid 
lo the Union 

Year B-!ka Customs Charges at Excise Dep 
Major Ports amncnt for 

Outports and 
Land Customs 

Revtntive Other Mostly Re- 
Functions Functions vent ive 

. - -- - - Functions 
- 

(Figures in crores of Rupee) 
196667 . . . . . 1-27 1 -90 2 -31 
1967-68 . . . . . 1.29 2.04 2.211 
1968-69 . . . . 1-39 2 617 3 9 2  
1969-70 . . . . 2 6 3  2 a 3 5  3 4 5  



1.35. The Cotimiitee are wmxmed k, lid drat w b b  the C&#odls 
ReOepb are decreasing the expenditure on thek collection is comtindng to 
immase. The Customs Receipts have decrectsed from Rs. 58537 
in 1966-67 to Rs. 423.31 crores in 1969-70, while the vd l t un  on 
c d l e d i  increased from Rs. 5.48 crores to Rs. 7.83 nares. Frorp tk 
baksp of expenditure furnished to them, the Commktee find that ard of 
the total expenditwe of Rs. 7.83 crares the estimated expendhurt! on pre 
vcotive fu~ctions accounted for Rs. 2.03 crores, chaqes paid to the Union 
E&m Department for Outports and Lend Cnstoms ( m d y  preventive func- 
tions), Rs. 3.45 u w e s  and other functions Rs. 2.35 crores. Tbe Committee 
haw been informed that as the expendhire in the Cuslom Grand is not 
bodred on function-wise basis, it is difficult to separate the exact expea- 
diture on preventive functions and other functions. In para 1.21 of their 
8th Reporl (Fifth Lok Sabha) the Committee suggested that the Miistry 
should examine in consultation with Audit the desirability of maintaining 
sepmte accounts for these activities. The Committee desire that this exa- 
mmntim should be expedited 50 that a more objective and realistic appraisal 
of tbe expenditure on these two activities could be made. 

1.36. The Committee find that there is suhslantial increase in charges 
paid to the Excise Department for Outports and Land Customs frod Rs. 2.31 
craws in 1966-67 to Rs. 3.45 crores in 1969-70. The charges paid to the 
PlrEise Depiartment work out to about 44% of the total expenditure of the 
Cnstoms Department. The Committee suggest that it should be examined 
wbether the charges paid to the Excise Department for Outports and Land 
Customs are worked out on a scientific and rational basis. 

1.37. The estimated expenditure on othrr functions of the Customs 
Department has increased from Rs. 1.90 crores in 1966-67 to Rs. 2.35 
m r e s  in 1969-70. In view of the fact that there is considerable reduction 
in Castom Revenue, the Committee would like Government to examine the 
feasibility of effecting economy in expenditure on collection 

Resuits id Test Audii 
Audit Parugruph 

1.38. Test audit of the rccords in thc various Customs Stations revealed 
under-assessments and losses of revenuc amounting to Rs. 39.83 lakhs. In 
some cases, however. the full amount of short levy or loss of revenue has 
not yet been intimated to Audit. 

Over assessments of Rs. 3.40 lakhs wcrc also noticcd during test audit. 

Paragraph 9 of the Rcport of thc Comptroller and Auditor General of 
India for the year 1969-70 on Revenue Receipts] 

1.39. The Committee pointcd out that test audit by Revenue Audit had 
revealed undcr-asscssmcnt amounting to Rs. 39.83 lakhs. The Member of 
the Board stated during cvidcnce : "So far as thc figures of 39 lakhs is con- 
cerned, this waq disputed by us a1 thc draft p;11.:1 stage. The officers of the 
Auditor General did agree to drop the figure of 33 lakhs which was due lo 
landing charges. Actually in the concerned paragraph it has been dropped. 
but it appears that in so far as this generill para is conccmed, i t  has not 
been dropped from that. From the concerned para it was dropped because 
i t  was agreed that this was a coniectural figure. . . . If you leave this 



amount whkb is dug to one kind of objection, Rs. 33 lakhs, the balancc 
will be 6 lakhs. C submit that whcn there is a realisation of about Rs. 500 
crorcs, objections out of that for a total of 6 lakhs forms a very small pro- 
portion." 

1.40. The Committee asked if the Ministry were satisfied with the 
working of Internal Audit which carried out cent per cent check of the 
assessrnentx 'The witness replied : "I am fully satisfied with the working 
of the Internal Audit after the reorganisation we have done. Prior to that, 
we were not satisfied, hence the rwrganisation. The reorganisation was 
done in middle 1969." 

1.41. The Committee desired to bc furnished with a note giving an ap- 
praisal of the working of the internal audit after the reorganisation. In a 
note the Ministry of Finance have statcd as under : 

"A numbcr of measures were taken by the Government to strengthen 
the Internal Audit Department in thc maior Custom Hisuscs. Additional 
staff was sanctioned for strengthening-the Internal Audit Departments in 
Bombay, Calcutta and Madras Custom Houses in March, 1969. Prior to 
the reorganisation, the Audit Departments in the Custom Houses were 
manned exclusively by ministerial staff. After reorganisation, with a view 
to improve the quality of assessment appraisers werc inducted into the 
Audit Departments. In accordance with the instructions issued under Cen- 
tral Board of Excise and Customs letter F. No. 55/82/70-Cus. IV dated 
19th September9 1970, all bills of entries (value of any entry exceeding 
Rs. 20,000) which are rcquired to be endorsed to the &sistant Collectors 
in accordance with the instructions issued in Central Board of Excise & 
Customs lettcr F.No. 21 /31i /67€~~.  ddted 19th September, 1970, 
are audited by Appraisers in the Audit Departmcnts. Besides this, 20-25% 
of the remaining bills of cntrics arc selected and audited by Appraisers. With 
the posting of cxpcrienced Appraisers in the Internal Audit Departments, it 
is now easier to audit cffectivcly even complicated and technical assessment 
cases. To cnhuncc usefulness of the Intcrnal Audit Department, as a 
result of reorganisation, most of the primary workers at thc lcvcl o f  LDC 
werc upgraded to the levcl of UDCs. Thc UDCs are rcquired to do cent 
per cent audit of all assessment documents. The Internal Audit Departments 
in the Bombay and Calcutta Customs Houses arc now headed by Deputy 
Collcck)rs whcrcas at Madra\ and Cochin thc oRiccr in charge IS an A\sistant 
Collector of Customis. 

"In order to ensurc that assessment audit is complcte in  all respects, 
;ifter reorganisation. stress is laid on proper selection of appraising per- 
sonnel for work in the audit departments. No Appraiser with less than 3 
years appraising experience is posted in thc Internal Audit Department. 
Computists have been provided for facility of calculation chaks and for 
ensuring that errors due to miscalculation are kept to ths minimum. Ap- 
praisers and Auditors concentrate on all aspects relating to application of 
countervailing duty, correct rates of duty and classification and valuation 
which are common iucas of errors in assessment. All officers required 
to audit assessment documents arc required to keep uplo-datc Tariff Sche- 
~lulcs and Tad7 Guides. Tariff Advices issued by the Board from tinlc 
to time arc also primarily made available to them. Regular indices of 
special valuation circulars are also maintained, supplier and importer-wise, 
~n order to ensure that loading of invoice value, wherever necessary, is nnt 
lost sight of. 



"A statement showin the number d cases and their money value fi) 
for under-assessments an! (ii) for over-assessmnt noticed by the Internal 
Audit Departments of major Custom Houses during the years 1968-69 i.e. 
prior to reorganisation and 1969-70 i.e. after reorganisation is given be- 
low : 
-- -- - - -- - - - - . - 
Custom House Year No. of Money No. of Maney 

cases of value cases of Value 
under- (Rs. in Over- (Rs. in 
assess- Iakhs) asscss- lakhs) 
ments meats 

Calcutta. . . . . 1968-69 388 6.64 400 6.81 
1969-70 470 13.38 323 5.73 

Madras . . . .I96869 786 10.00 819 14.18 
1969-70 884 43 49 830 19.78 

- - - .- 

"It will be seen that in Bombay, Calcutta and Madras Custom Houses 
the number of objections raised by the Internal Audit Departments and 
the value of such objections after reorganisation showed increase as com- 
pared to the period prior to reorganisation. 

"The working d the Internal Audit is reviewed by h e  Board whenever 
considered necessary. Before reorganisation in 1969, a review of the 
working of the Internal Audit in Major Custom Houses was done by the 
Board in 1968. In order to assess the results of the reorganisation, at 
the instance of the Board, the Directorate of Inspeclion (Customs and 
Central Excise) reviewed the working of the Internal Audit Departments 
in major Custom Houses in August-September, 1970. The Directorate of 
Inspection will be undertaking ancvths review shortly as directed by the 
h d . "  

1.42. The Committee desired to know as to why the number of cascs 
and value of under-assessments detected by internal audit during 1969-70 
in Calcutta Custom House were lower. In a written reply thc Ministry 
of Finance have stated : "The number of cases and value of under-assess- 
ments detected by the Internal Audit during the year 1969-70 in Calcutta 
Custom House were lower than the number of cases and vnlue of under- 
assessmemi detected by Bombay and Madras Custom Houses. The per- 
formance of the Internal Audit Department in Calcutta Custom House dur- 
ing the year 1969-70 showed improvement aver the performance during 
the year 1968-69. Directorate of Inspection has been asked to make .a 
study. Since this will involve a comparative study of the wbrking o f  
Audit ia these three major Custom Houses, it will bc somc time before 
the study is compkted." 

1.43. The Commiitee note the improvement in the working of tbe Inter- 
nal Audit Department ns a result of f4te reorganisation of the rtment 
effected in March, 1%9. l b e  -Its of i . t n r l  A* in%nrbay 
Calcutta nd Madm Cmtoin Houses revealed that daring ibe yuv 1969-70: 
2978 ~~lgh l  d ander-assessments involving an amount af Rs. 97.18 bkh 
were detected as atgabst 2309 cases involving Rc. 49.74 k W l s  in 1968-69 
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IWmaI Aedit Department of CslatLI C.oQar Hdose detected only 470 

of u e d e r - ~ ~ m  invdvirrg u a- of Rs. 13.38 Sdrhs md 323 
cmm ot over-- irolving an oau#nt of Ra 5.73 lak4s. The 
Committee were informed during evidence &at ibe Diasctorote of I q n x t h  
bad k n  asked to undertake a study of the working of the Internal Aaulit 
Department in Calcutta Custom Home. The Colnmltlee desire tSut this 
study should be completed as early as possible and necessary steps taken to 
improve the working of Ibe Department. 

1.44. The C d t e e  note that with the reorgseisPh of the Imtemd 
Mi Department, appmbm bwe been ipducted uto tk Depmhmmt with 
a view to improving the #ty of assessment work. AU bills of enMerr 
containing value of any entry exceediw Ro. 20,080 wNch are rrqaihed to 
be endorsed to the Assistant Collectore td 2039% et tbe rPnsinhg bills 
d entries are being audited by the appraieers. Tbe Committee deste ht 
tbe ~gocedure &ouM be kept uader H..Lcb with n view te h m d m g  the 
percentage of bills to be djted by the apprrisers. The Condttee as0 

est that the area of audit by tbe opprrisers and a.diton elrodd be =& ed to cover all aspects which are at present be@ copered by Ibe 
Revenue Audit. 

incorrect computation d w b l e  value 

Audit Paragraph 
1.45. In computing the assassable value of certain export goods in a 

Custom port, the freight charges paid in Canadian dollars were deducted 
from the C.I.F. value in U.S. ddlars without converting the Canadian 
dollars to equivalent U.S. dollars. As the rate of exchange for 
U.S. dollar to a rupee was less than for Canadian dollars, the assessable 
values adopted werc lower resulting in short levy o£ export 
duty. Audit after pointing out the short levy in one case 
Custom House to review all past cases. On a review the total rT'a"d s ort kvy of 
cus,torm duty was found to be Rs. 59,376 out of which a sum of Rs. 21,493 
has been recovered so far. 

[Parajgaph 10 of the Report of the Comptroller and Auditor General of 
India for the yeu 1969-70. on Revenue Receipts.] 

1.46. The Committee dasired to know how the mistake occurred and 
whether it was detected by the Internal Audit. The Member of the Board 
stated: "This was a very peculiar type of invoice. The value in the contract 
was the c.i.f. value. It was a case of exports. It was indicated in US dollars, 
but the shippin company had charged the freight in Canadian dollars. As k, you know, in t e case of expurts there is usually an anxicty to pass the 
documents quite quickly after applying the checks and it did not occur to 
them that this was not the same type of dollars as was given in the total 
c.i.f. price. So he made a mdwtion &' the amount straightaway without rea- 
l i h g  that this was C a n a h  dollars and not U S  ddlnrs. The Finance 
Secretary addcd: "This was a genuine mistake, because ttpp&ntly in the 



same document both US dollars and Canadian dollars were mentioned. We 
should have been more careful on tbis mattex. 1 admit that "the Mmal 
audit also did not detect it. It was a mistake." The Member of the Board 
stated: "I would also submit that our instructions to the assessing officers 
are thitt the greater the magnitude of the value or duty in a particular con- 
signment, the greater the emphasis that they should give to the scrutiny of 
it. In these two or three instances the amount involved is only Rs. 1,400." 
Asked if action was taken against the officer concerned, the Finance 
Secretary stated: "He has accepted the error of computation. He has made 
the mistake and he has admitted it." 

1.47. Referring to the figure Rs. 59,376 mentioned as short levy in port 
cases in the Audit paragraph, the Member of the Board stated: "The figuce 
which is given as Rs. 59,000 is in respect of a different thing altogether; not 
on account of this. The difference arising out of the conversion was about 
Rs. 1,400. The Collector of Customs, while looking into this objection 
checked other cases. Many times in the case of the c.i.f. consignment from 
the tables the freight is taken and it is deducted. The frcight which is given 
in the tables may be somewhat slightly different from thc actual thing which 
has been paid. Therefore, he went into all the shipping bills and then on 
the difference between the actual and table rates he. found there was a difl[b 
rence of Rs. 59,000. That was in a very large number of cases." The Finance 
Secretary stated; "Due to the conversion as between Canadian and US 
dollars the loss is less." 

1.48. Asked about the position of recovery, the Finance Secretary statcd: 
"Till Auyst, 1971, a little over Rs. 32,000 had been recovered." 

1.49. At the instance of the Committee, the Ministry of Finance have 
furnished a note showing another similar case detected by Audit ~khich con- 
cerned import. In that case a Government Undertaking imported a consign- 
ment of Urea from Canada ex S. S.-Everlife and fiBd a Bill of Entry on 
17-7-69 under prior entry system, The local Central Revenue Audit Depart- 
ment pointed out the ratc of exchange, applicable from 19-7-69 was 14.13 
Canadian dollars for Rs. 100 and not 14.22 and there was a less charge of 
Rs. 2,802. Bombay Customs accordingly issued a less chargc demand for 
this amount. In reply to the less charge demand the arty pointed out that 
the freight charger were in USA dollars and not  anala an dollars. Hence the 
amount of less charge was re-calculated and a sum of Rs. 7197 was 
recovered. The mistake in application of correct rate of exchange with 
reference to the date was not detected by the Internail Audit Report through 
oversight. The mistake about the freight being in US dollars was not detected 
by Internal Audit Department or Central Revenue Audit Department. 

1.90. The Commitlee find from the two C B ~  brought to their notice 
tbat mistakes occurred in coevertiq Canadian dollars into Rupees for the 
purpose uf levy of cudoms duty, due to confusion behvcen the U S  ddlarrs 
and Canadb ddlnrs. The Committee desire that necessary instnrctions 
s h d  be issued by the Board to the Custom Houses to avoid confitdon in 
conversion of the carreneies bearing the same name prevalent in dSlferePt 
countries. The Internal A d i  Department wbould be particnlnly vigilant in 
auditing tkc conversion calcuUions. 



W e v y  af eolmtervpllling duty 
Audit Paragraph 

1 S l .  With effect from 1st March, 1963 Polyvinyl Pyrolidon (herein- 
after referred to as P.V.P.) was being assessed under Tantf item 28A of the 
Indian Customs Tariff read with item 14-E of the Central Excise Schedule, 
if imported in ackings of less than 1,000 adult doses and under item 28 
of the Indian 8 ustoms Tariff with no couqtervailing duty, if the packing 
was above 1,000 adult doses. P.V.P. imported falls into three grades : 

(1) injectable grade for use as blood-plasma substitute; 
(2)  tablet grade for use in tablet coating; and 
(3) technical grade for use as textile auxiliary. 

It was pointed out that wuntcrvailing duty was leviable in respect of 
assessments made under item 28 because P.V.P. should be considcred as a 
'synthetic resin' falling under Tariff item 15A of the Central Excise Schedule. 
The findings of the Deputy Chief Chemist also supported this view. When 
thc mattcr was referred to the Ccntral Board of Excise and Customs by the 
Collector of Customs coocerned in June, 1965, it was nded in March, 1968 
that P.V.P. of industrial grades for coating tablets or for use of textile 
industry should bz assessed under item 87 of the Indian Custom Tariff and 
countervailiig duty under 15A of the Central Excise schedule should also 
be levied. 

Consequently short levies aggregating to Rs. 1,95,910 on account of 
countervailing duty were realisgd in 45 cases in one Custom House for the 
period from August, 1964 to December, 1967. 
[Paragraph 11 (i) of the Report of tbe Comptroller and Auditor General of 

India for the year 1969-70 on Revenue Reeipts] 
1.52. The Committee desired to know the reason why a period of 22 

ycars was taken by the Board to give a ruling on a reference made by the 
Collector in June, 1965. The Member of the Board stated: "The issue 
involved in this particular case had a bearing on a rule that was issued in 
1956 for the Arst time. Thereafter we had to examine the implications of 
certain budget changes which has been made in the Customs Tauiff Entry 
of 1963 and, then, when it comes to a question of determining the appro- 
priate countervailing duty, we have also to look at the appropriate Central 
Excise classification under which this would fall. So, in the process of 
cxarnining all these issues, we had also to consult our Chief Chemist at least 
on two occasions. Cumulatively this led to some time-lag. Some part of it 
might have been avoidable, but some of it was really necessary because of 
the complicated nature. I would only submit that the whole issue arose out 
of the Audit objection raised in the Bombay Customs House and the Collec- 
tor had taken all the necessary precautions to ensure that from the time the 
objection was raised, there was absolutely no possibility of loss of revenue. 
In fact, in respect of every one of the 45 cases where clearance had taken 
place without the levy of countervailing du in the first instance. demands 
had been inued and recoveries have, been c t ected. So, there has effectively 
bcen no loss of revenue. "Asked whether there was no rcview 
of the Board's ruling of 1956. the witness added: "There was 
no review till this issue was raised by Audit and the Bombay 
Customs House referred the matter to us. The Collector of CPstoms, 
Bombay simultaneousfy referred it to the other ports and also requested them 
to give their views and practice to the Board. After we received the reports 



of all the Customs Houses, the process of further scrutiny, looking into the 
old records, consultation and the rules that might have been issued in relation 
to items under the Central Excise Tariff, had all to be studied before we 
could give a final ruling. That naturally took some time." 

1.53. The Committee enquired whether there was the practice of periodi- 
cal review of the rulings issued by the Board regarding Duty Leviable on  
P.V.P. and. if so, why in this case the practice was not followed. The 
Ministry have stated in written reply: "There is no fixed procedure for 
periodical rcvicw of Tariff 'Rulings or Tariff Adviccs issucd by the Board. 
The Collectors of Customs at  tlic ports, who actually administer the Tariff, 
report to the Board whenever they feel that changed conditions in respect of 
types of goods imported ctc. hwc rendered a Tariff Ruling Advice incorrect 
or inappropriate. Such a refercncc was in this case made by the Collxtor of 
Customs, Bombay in June, 1965 when the matter was examined by thc 
Board. In the course of consideration of fresh question of tariR clasrifica- 
tion, principles followed in the pa,t are also reviewed and earlier advices 
modifred, whenever called fot In tlic light of such consideration." 

1.54. Thc Committee asked whether in 1956 the Board knew that this 
product P.V.P. was used in industrial concerns. The Secretary stated: ''In 
1956 the Board was advised that though it could be used for industrial pur- 
poses, there was no such industrial us-, in India and it was only being used 
as a substitute for blood plasma. Therefore, the clarification in 1956 related 
only to its usc as blood plasma. but it subsequently camc to be used for 
~ndustrial purposes in India." 

1.55. The Committec cnquired about practice followcd in other Customs 
Houqes in regard to lev) of duty on P.V.P. The Ministr) of Financc 
have stated in a note: "In Madras and Cochin Customs Houx, no in1port5 
oE Polyvinyl Pyrolidone had bccn noticed prior to the issue ot Board's Tariff 
Ruling No. 2/68 dated 16th March, 1968 and hencc there was no practice 
of assessment. In Calcutta Custom House during this period purc P.V.P. 
was being lcvicd under iten1 14-E. C.E.T. The Collector of Customs on 
verification has reportcd that d u r t q  this period there had b u n  three cases 
cf assessment of technical grade of P.V.P. under item 28 ICT in his Custon~ 
IIouse. Further information such as amount o f  short-levy or duty etc. could 
not be ascertained as relative records have bwn destroyed." 

1.56. Thc Committee drew attention to the recommendation in para 
1.22 of their 110th Report (Fourth Luk Sabha) that objection raised by 
Audit should be resolvcd within 3 months or so. The Chairman of thc 
Board stated: "There is a vcrv big improvement in the situation since the 
matter was discussed some time ago. Now most of the tariff instructions and 
rulings arc discussed in a conference of the Customs Collcctors. It docs not 
take lace in Delhi; it takes place in the ports so that practical experience 
may Ee available to the people concerned about actual working. Thc Mcmbcr 
concerned goes from Delhi and issucs arc settled soon except very contro- 
~ers ia l  issues which may take some time.'' The Finance Secretary stated: 
"it is only in a comparatively small number of very coniplicatcd cascs ~ t i i c h  
cannot be resolved in those mcctinps that delays takc placc. . . . . . I must 
admit that as soon as an objection is received or any point of doubt is 
r:rised, it may be watched carefully to sec whether it is settlcd within three 
or four months. The Board must devise a procedure whereby delay? d o  
not take place." 



1.57. It was suggt%ted that the Board should keep a register in which 
the objections which were received were entered und the time of disposal 
noted so that they wuld consider whether the procedure was elfective or 
not. Secondly, the Board should make it a part of responsibility of Internal 
Audit to raise such objections about the levy of countervailing duty. The 
Finance Secretary stated: "It would be part of the function of the lnternal 
Audit. We can rigidly follow this instruction. 1 would ceftainly accept the 
suggestion that the Board should have n spccial register whcre the objection 
1s entered with its date of disposal. Now the Boxd  sends a me~nber to the 
custom\ house for discussion. But 1 think. they should have a special rnccting 
~tv.?mselves evcry three weeks or month when the pending objcctions are 
discussed and ruling givcn so that the time-lap is reduced." 

1.58. The Committee enquired why the lntcrnal Audit could not send 
;I copy of thc report to the Auditor Gencral. Thc Sccretary stated : 'Thcrc 
IS no objection." 

1.59. With regard to the rationalisation of the classification of goods, the 
Finance Secretary stated: "The bill was introduced in Parlianlent but, un- 
lortunately. it lapsed with thc dissolution of the Loli Sabha. It will have to 
bc introduced again." 

1.60. Askcd about the outcome of proposal to set up a Central 
I-xchmge of Classification and Ewluation, the Finance k r e t a r y  stated: "A 
decision has been taken that we should sct up a central cxchange and wc are 
making a beginning with a snlall unit to see how it works. Then we will 
c c  to what extent expansion of that exchange is required. We have not yet 
wt up this cell. The details are being worked out in consultation with the 
other divisions of' thc Finance Ministry." 

1.61. The Committee are not happy over the delay in the giving d rul ing 
hy the Central Btmrd of Excise and Customs i n  this case. This was re- 
ferred to the Board by  the Collector in June, 1965 but the h a r d  gave a 
ruling i n  March, 1968 that the P.V.P. of industrial grades for coating tablets 
ur for use of textile industry should be assessed under i fem 87 of the Indian 
('ustoms Tariff and countervailing duty under 15-A of the Central Excise 
\huuld be Icviecl. I n  para 1.22 of their 110th Report CFourlh Lok Sabha), 
the Committee had suggested that the objections raised by Audit should be 
resolved within 3 months. The Committee have been informed 
thal under a revised procedure, a Member of the B o d  goes to 
the varims Customs Houses and settles objections after discusions wi th the 
olficers on the spot. The Committee hope that as a result of this procedure 
delay i n  pivinq clPricatiuns and rulings b j  the Board on the references 
made by the Collectors and objections raistd by Audit wil l  k avoided. 

1.62. l h e  Committee suggest that the Board should maintain a register 
k i  which Audit objections should be entered and k e q  a watch over their 
rli\posal sv that objections are normally disposed of within the time l imi t  of 
3 months. 

1.63. The Committee have already suggested that the scope of the Inter- 
nal Audit should be .witably enlareed. The Committee would particularl! 
like to  emphasiw that the cases of levy of the countervailing duty should 
b e  subjected 10 awful scrutiny b) the Internal Audit Department. 



1.64. The Committee hope that tbs bill regardin$ IWIonal idh Md 
Classification of Goods w d d  be reintrodneed in hrllament as eady as 
possible. The Committee desire that the necessary details for Mag op of 
a Centril Exchange of Classification and Evaluation shookl be finalbed 
expeditiously. 

Loss of revenue due to delay in mising the rates of lamding c h a ~ e s  

A udir Paragraph 
1.65. Landing charges form part of the value of the goods under section 

14 of the Custonis Act, 1962. For this purposc. the Customs Houses fix a 
flat rate of landing charges. According to Board's instructio~is issued in 
November, 1963, these charges are required to be reviewed periodically at 
least in two years and even at shorter intcrvnls, if changcs in  thc ratca 
prescribed by the Port Trust authorities warrant the same. 

A major Custom House did not rcvise till February, 1966 the late of 
landing charges fixed in April, 1965 even when there had been n substantial 
rise in the Port Trust rates. From June, 1966 to November, 1966, the Port 
Trust authorities had collected a sum of Rs. 170.68 lakhs as landing charges 
on Cargo. But the Custom House while con~puting the assessable value of 
Imports relating to the said period had made an addition of only Rs. 70.10 
lakhs on account of landing charges. The extent of loss that had occurred on 
account of the delay in revising the rates of landing charges could not be 
workcd out fm want of relevant documents indicating value of g o d s  
imported during this period. The Ministry have replied that though ;kction 
was initiated to review the landing charges in December 1966, the actual 
revision could not be notified earlier than February. 1968 because of diffi- 
4 t y  in collecting necessary statistics. 

Jn another Custom House a flat rate ot I:rnd~ng chargis of Rs. 5.85 per 
ton fixed in 1960 was continued to be applied without any review. There was 
an increase in the rate of landing charges from February 1963 by way of a 
surcharge of 20 r cent imposed by Port Trust authorities. The increase 
was brought to tr e notice of the Custom House by Audit in May, 1964 
suggesting a revision of the cxisting ratc, but the Custoni House did not 
revise the rate till March, 1966. The extent of loss on account of delay in 
the revision of rate has not been intimated. The Ministry have replied that 
the Department tried to review the landing charges twice in 1964 but 
owing to opposition from trade interests the propotals wcre dropped. 
[Paragraph 12 of the Report of Comptrolle~ and Auditor General of India 

for 1969-70 on Revenue Hcceipts.] 
1.66. Referring to the delay in revision of landing charges, the Com- 

mittee desired to know the procadure for revising landing chargcs. Tbe 
Finance Secretary stated, "This whole question of landing charges, it is 
disputable whether there has been loss of revenue or not and what should 
be thc system of revicw." Thc Member of the Board stated, "If we want to 
arrive at the landing charges realistically we should add the Ianding charges 
incurred for each consignment. That will mean delay of another two or 
three days before the consignment can bc cleared because after our peo le 
have cleared it they have to go to the Port Trust and it will take a dby 
to collect the landing chargcs. Then the calculations have to be done and 
payment made. So, it will mean a delay of at lcast 2 to 3 days if one were 
meticulous with regard to addition of landing charges. Therefore, ever since 



we know it is an agreed thing between the trads and the Customs.How that 
same sort of agreed percentage should be added as a compromise for pur- - 
poses of landing charges. It is revised from time to time. W h i  many a time 
it works against the track, at times it works against the government, But if 
one were to take it for a period of ten ears the pluses and mhwes should 
even out." As regards the time prescri h d for revision, the witness stated, 
"As and when the Collector feels that there has been any signhcant change 
in the landing charges he should take steps to revise the landing charges. 
Otherwiw, it shmld be done every two years. But this two years limit is not 
a statutory h i t ,  If there ie nothing particularly urgent, he can do it later 
also." 

1.67. The Finance Secretary agreed that "as a rule the Collector should 
be in touch with the port trust and whenevm there is any variation he should 
consider whether any change in the landing charges is needed." The witness 
added: "There should be a procedure whereby as a normal nile every two 
ycars i t  has to be scen whether any change is called for or not, and earlier 
in casc any change in rates has taken place." 

1.68. The Committee enquircd how it was cnsurcd by the Board that 
review of landing charges was made promptly by various Customs House4 
In a note, the Ministry of Finance (Department of Revenue and Insurance) 
have stated, "Instrucuons (F.No.3/1/63Cus. VI dated 29-4-64) have been 
issued by the Board to revicw rates of landing c h u g s  once in every two 
years and at shorter intervals if changes in the rates prescribed by the Port 
Trust authoritiss warrant the same. In order to ensure that reviews rre 
undertaken in time, the Board has issued instructions (F.No. 520/29/71- 
Cus. VI dated 1011-71) for adhering to the periodicity of such reviews and 
to maintain guard tiles for this purpose." 

1.69. The Committee asked the reasons for not revising tht: landing 
chargcs immediately after there was a substantial rise in the Ports Trust rates. 
The Member of Board stated, "In this case also the revision was taken up 
earlier than two years; after one year and eight months to be exact. But. 
unfortunately, on account of the difficulty of getting statishcs from the Port 
Trust it took an unduly ion time. The wanted to bc a lit& ll~eticulous in 
the YIUC, they wanted to gduct the &we of coastal cargo fcom other 
cargo." 

1.70. It was suggested that action should be taken against hz Collectors 
if there was laxity in following the instructians of the Board and that the 
Internal Audit Department should idso check this aspect. The Chairman of 
the Board stated, "When the Board's order is issued it should be obqed 
and it anybody hils been lax, we should see that this type of laxity does not 
recur. We also agree that it should be one of the functions of the internat 
audit to look into this. I may make only m e  observatm; when we ~y two 
years, it implies that it will be initiated within two years. but completed in 
a nasonabk time. Usually it takes three to six months to collcct oli the 
information and that little delay is likely to be there." 

1.71. The Committee enquired about the estimated loss of revenue due 
to late revision of lading chargcs. The Chairman of the Board stated. 
"Probably there was no loss of revenue. The landi charges in Calcutta were 
fired in  April 1965 at .4%. Tho calculation tha%ad been arrived at after 
taldug into consideration the landing charges b Port Commissioner actual- d I had come to .25% but as a matter of abun ant caution, the COIlecm af 
~ t o m s .  Calcutta at this stage had Rxed these rates at .4%. Now in lone. 



1966 when the devaluation came, the Port Commissioner raised their - 
charges by about 50%. Calculating even on that basis, .25 would have 
become about .38%. Still it was less than .4%. So beciuse the rates had 

. been fixed much higher than the circumstances justified, from that point of 
view therc could not have been :my loss." "There is another slightly diffe- 
rent way of calculating the same. even if we were to assume that -4% was 
the proper rate earlier. The chargs  levied by the Port Commissioner arc 
by and large specific; that is to say that if earlier they werc 50 p. per tonne, 
after a rise of 50%. it will bc 72 p. As a result of the devaluation, the same 
tonne of goods which would hxvc cost 100 rupecs earlier would have cost 
over 150 rupees. Becausc our landing charges arc on a percentage basis 

. therefore .5% ot 150 also comes to .75 p. In other words, mercly because 
thc Port Cor~~nlissioner in June. 1966 raised the chargc by 50%~. it did not 
automatically follow that our percentage of .5 should have been raised hc- 
cause their basis was specific by and large, whereas the landing chargs  added 
by the Customs arc ad ~,alorcw. But in my  case this argument apart, since 
earlier in June, 1965 thc pcrcentagc fixed was higher than calculatrd at  that 
time, thcrcforc, one can reason:~hly takc a view perhaps that therc was no 
loss." 

1.72. According to Audit the loss due to delay in rcvision of landing 
charges was 'a littlc over one crore of rupees'. The Finance Secretaiy 
informed the Committee that the Ministry would work out their calculations 
and show them to Audit. 

1.73. In a written reply the Ministry h a w  s t a t~d ,  "'The rate of landing 
charges fixed from 31-3-65 was 0.4% though the actual percentage of land- 
ing charges worked out was 0.7.5!';,. Therefore, it is obvious that the Custon~ 
House was charging more for some period. It is not practicable to work out 
the exact amount of excess collection as it will involvc scrutiny of thousands 
of Bills of Entry. As was explained during the course of t l e  oral cvidcncc 
there was excess collcction during the carlicr period and there was less col- 
lection during some latter pcriod and in thc long run these woulcl tend to 
even out." 

1.74. I l e  Committee see no justification for the delay that o c d  
in these two cases i n  revising the rate d landing charge%. T h e  delay ha$ 
involved the Government in a loss of over a crore d rupees as worked out 
by Audit. The Ministry of Finance have not however furnished an! calcula- 
tions of their own. I n  the first case the Customs House did blot revise the 
rates fixed in April, 1965 till February, 1968 even ihoaqh therc had been 
a substantial rise in the Port Trud rates. I n  the other case the rates Axed 
i n  1960 were continued till March, 1966, even though there was an increw 
i n  the rates of landing charqes from February, 1963 bv way of surchnrrrr 
of 20% imposed by Port Trust Authorities and this increase was bromght 
to the notice of the Cul~tom House by Audit in May, 1964. The Ccunmittee 
find that according to mstructionc issued by the Board, review of the landing 
charges is required to be undertaken by the Custom Houses once in ~ w o  
years and at shurter intervals i f  changes in  the rates prescrihed in the Port 
 rust Authorities warrant such adon.  The Committee desfc that the 
Board should take serious note of the cases where Cdledors fail tn review 
the landing c-s within the pcrwd prescribed by the Board or at shorter 
interval, i f  wtesuasy. Tbese reviews should be completed by thc Collectors 

expeditiously after takiig into account the relevant dalistks elc. The Com- 
mittee suggcst that tbe Board mav lay down some ~ e ~ w n a b l e  t ime-l idt  for 

,completing the reviews. 



1.75. Th Committee also sqg@ that the Inteami Audit Depntnredit 
sho& look hrto tLe couscs of delay in revision of landmg cfiarges. 

Exms collection due to the application of wrong rate af duty 

A rtdir Paragraph 

1.76. The ratc of export duty applicablr: in the case of shipping bills filed 
prior to the date of entry outwards of the vessels, is the ratc prevailing on the 
date of such entry outwards according to proviso to section 16(1) of the 
Customs Act, 1962. If the goods havc been assessed and the duty levied 
prior to entry outwards, such assessments have to be revised with referen~c 
to  the duty leviablc on the date on which entry outwards is given. 

Tea was completely exernptcd from the levy of export duty with eITcct 
from I st March, 1970. However. a Cu\tom House collected duty amounting 
to Rs. 85.418 on tea exported in vessels which were granted t ~ t r y  outwards 
after 1st March, 1970. When this excess collection of duty was pointed out 
to llre Ministry, it was stated in repty that the exeebs collection occurxd due 
to thc fact that the list of the vcv,els furn~shed by the Import rind Export 
Dcp.~rtmcnt W:I\ dcfecticc. It has furthcr hccn stated that I-cfund., :mounting 
to RF. 85,418 have already been granted to thc cxportcrs. 

[Paritgraph 13 of the Report of Comptroller and Auditor Gentml of India 
for 1969-70 on Revenue Receipts.] 

1.77. In a written note, thc Ministry of Finance have stacd that on 
1-3- 1970 thc cxport duty on Tea was abolished by the issue of Notific:~tion 
38-C:usto~ns dalcd 1-3-1 970. Shipping Bills had been filed in Cochiu Custom 
Htrusc for export of tca on dates prior to 1-3-1970 and Export duty as payzblc 
.during that period was assessed and collected by thc Custom Hmsc. Thc 
vsswl~ by which this tea was shipped namely 'Vishwanlangal' and 'Jaladhuru~' 
howcver werc granted entry outwards after 1-3-1970. The relevant date for 
lcvy of Export duty is the date of filing of shipping Hills or the date of cntr! 
our\vards of the vessel whichcvcr is later [proviso to Scction I(?( 1 ) of thC 
Customs Act 1962). Hencc the duty collcctcd became refundablz. In the 
Ctxhin Cusloms House the list was k i n g  prepared by an C i p p  Division 
CIcrk posted for entry and cleitrrmcc assist4 by an Uppcr Divi\ia~i Clerk 
;ittending to kxport Shipping Bills. Thc Board has since. on 2,ith Octt~her. 
197 1 instructed the Collectors of Custon~s that lists of vessels F t w  purposes 
of qssessment of duty in all affected cases should be examined personally 
by thc Assistant Collcctor In-Charge of the concerned Departnients to ensure 
that thcy arc correct. Special audit is conducted by the Intcrnal Audit Depart- 
nlcnt to the extent that all Bills of cnt~:y filed under the prior cn!ry svs tm 
;Ire chccked and rcturncd to the ;rppraising Department for wsscwncnt.  i f  
neccss:try. As the list prepiircct by the Inlport :rnd Export Dcp:~rtn~cnt and 
forw:~rded to thc Internal Audit Department was defective :lad did not include 
the names of the two vessels 'Vishw;~rn:~~lgal' and 'Jaladhuruv' cvcn thou.& 
thcsc vessels had not entered outward bcforc 1-3-1970 that Drpa~.tn~cnt could 
not dcmt irregular lcvy of duty. It was a case of failurc on the part 
of the Upper Division Clterk who prepared thc List. The then existing pro- 
cedure required only that a list of vcssels for which manifests had becn filcd 
hut which h d  not arrived tiM the midnight of 28-2-1970 should bc ~ r c w r e d .  
In the case of vcsscls Yishwamangal' and 'Jaladhuruv' mnniksts had not 
been filed by 28-2-1970 but only Export requests had heen filcd. 



 he procedure has since, 216t October, 1970; . ahan@ the 
Cu~lom H w e .  &port requests would also be W utlth a p ~ k t i m  
entry outwards and the list of Vessel\ prepared at the time when changes 
of duly occur wilJ then be complctc and such levy of duty ~ d d  wt escapc 
detection. 

1.78. The Conumiittee view with disfavour cases of over-amsaneat as 
mucb as those of under-assessment, In the present c ~ s a  failure on the put 
of the Upper Division Clerk to indude tbe names of the vessels whicb were 
granted entry outward after 1st March, 1970 &ed in excess c d l d  
of duty on Tea amounting to Rs. 85,418. The Committee h tbat as a 
result of the revised procedure under which the list of vessels "r or the p r -  
pose of reassessment of duty &odd be personally examined by the Assis- 
tant Collector, such mistakes will not recur. 

1.79. Ibe Committee find tbat in this case the I n t d  Audit Depart- 
ment could not detect the mistake as the lid prepared by the Import & 
Export Dcpuhwnt was deledive. Tbe Committee suggest tbPt in future 
suefi Ibts shonld be nlso checked by the l n t e d  Audlt Deparhnent so &at 
aay laistake in tbe list shoald wt remain undstected. 

Arrears of CuGonis duty 
Atrttil t'uragruph 

1.80. The total amount of customs duty remaining unrcnlised for thc 
period upto 31st March, 1970 was Rs. 50.06 lakhs on 31st October, 1970 as 
against R4. 59.75 lakhs for the corresponding period in the previous year. 
Out of the sum of Rs. 50.06 lakhs, Rs. 36.80 lakhs have been outstanding 
for more than one year. 

In addition, the department has requested for voluntary payments of 
customs duty amounting to Rs. 16.16 lahhs in cases where regular demands 
have become time-barred. This amount is also pending rcalisat~oii. 

[Paragraph 15 of the Report of the Con~ptroller and Auditor General of 
India for 1969-70 on Revcnw Receipts.] 

1.5 1. The Committee desired to know the position of arrears of Customs 
duty pending for more than a year. In a written reply the Ministry of Finance 
have stated, "Custom5 duty amounting to Rs. 36.80 l a b s  was shown a5 
pending for more than one year out of the total m a r s  of duty assessed upto 
32st March. 1970 and pending on 3 1 qt October, 1970. However, certain 
dixrcpancies were noticed and the actual figure was Rs. 44.75 lakh? and not 
Rs. 36.80 lakhs. This wear  of Us 44.75 lakhs has come down to 
Rs. 39.53 lakhs as on 31st July, 1971." 

1.82. Referring to thc position stated while tendering cvidencc on the 
29th October, 197 1,  the Member of the Board stated that, "The latest figures 
wc have got are, Rs. 39 lakhs are pending on account of court orders and 
only Rs. 9 labs are pending for other reason3 and out of this, Rs. 61 lakh 
is pending for only ow year." 

1 3 3 .  The Committee desired to know whether it was not provided that the 
duty sfio~lld be paid before going to the Court. The Fiaancr: Sccretrry 
stated, "That provision is already there in the Customs law." The Member 
of the Board stated, "In so far as going to the courts is mncernad, these are 
writ matters and we cannot make any provision in any law debarrine the 
juriuliction of hiqh courts 5n writ matters hecairse they haw got the jurisdiction 
on writ matters." 



1.84, In a written teply the Ministry stated  at ttzc amount of arrears 
due from the Government Departments PubEic ,Undertakings, both Centre 
and States, in respect of wbkh demands havc already been raised is stated 
to be Rs. 21.15 lakhs. The amount is pending for the following reasons : 

( i)  Some of the cases werc pending due to disputes regarding classi- 
fication of the goods under the Customs Tariff, or non-nvailability 
of correct account heads for raising debits, or due to aon- 
production of import documents for verification. 

(ii) Some cases are pcnding since there is a difference of opinion 
betwecn Custom Houses and Audit regarding corrcct classifica- 
tion. In some cases the importers have also filed rcpresent:~tion 
against the demands madc. 

(iii) In one caw importer has filed ;I Revision applicaticm which is 
pending decision of the Revisional Authority. 

(iv) In certain other cases where duty has not bcrn paid, action to 
recover the same has bccn initiated under section 142 of the 
Customs Act, 1962. 

1.85. As regards time-barred demands. the Minist? havc stated in a 
written note "the amount involved in time-barred demands where voluntary 
pa~mcnts had been askcd for was Rs. 16.58 lakhs. Out of this, an amount 
of Rs. 0.57 lakhs was renlised and demands for Rs. 4.25 lakhs were with- 
Jr,iwn. The balance on 3 1-7-7 1 was Rs. 1 1.76 lakhs." Explair~iug late:,t 
position during cvidencc, the Financc Sccrctary stated, "Rs. 64,OO has bccn 
paid by the pxties conccrnzd and anothcr- Rs. 6.0 lakhs !lave now hccn 
withdrawn because the parties went in  appeal and then out of Rs. 16.90 lakhs, 
\ix lukhs had to bc withdrawn. Thcir contention is that they are time-burrctl 
l~u t  i t  has been accepted. Now. thc amount rcmains at Rs. 10.00 l:rkh\. 
This amount o f  Rs. 6.0 1;llihs has h e n  withdrawn on n1cri:s also." Thc 
\vitl,css addcd. "Wc had the protection and rcquestcd the party to make thL. 
payment voluntarily. Even then. wc li;~vc no legal right to claim t l i ~  monq.  
Similarly they have also got the claim. They have to follow the time-limit. 
If we hwe madc some mis~nke, we ~ q u c s t  them." 

J 1.86. A point was raised as to whcthcl. the system of volun~nl.! pnyrnwt 
should not hc abandoned as the people paid, "beciius~ thc Custor4~ officc 
Ihrcatcn thein ~vith action in handling their future inlport of consignmcn:~, o r  
;ilrc~ n::tivcly some Icgl  provision should he made for thi\ \r hich nu?, later 
on not cxposc the Departnlcnt to charjics of corruption anti i~nduc pressure". 
'Thc Mcmber of thc Board stated. "We will consider it furtlicr. Wc had 
.tctuaily brought to their noticc and we issued strict instr-uctic~ns t h t  no 
prcsnure should be put." The Finance Sccrctary statcd. 'Th: point is 
whether it is at all desirable or wise? Wc can pursue if t h m  is a rimla ficiip 
cast. We can tnkc action." 

1.87. The Committee desired to know the total number of provisional 
ctslcssmcnts maJc under Section 18 of Cu\ton~s Act and pending finalisatinn 
;is on 31-3-1970. In a written rcply thc Ministry of Financc liavc ttated 
that thr total number of provisional ase\snicnts m:de undcr \ d o n  I8  of 
thc Customs Act, 1962 and pcndlng finallsation as on 31st hhrch. 1970 is 
6,487 involving an amount d Rs. 59.33 crorcs. Ycar-wise break-up of the 



pendency with refereace to the year in which the provisional assessments 
' 

were mRde is given below :- 
Year No. Amount 

1 . 8 t  The Committee desired to know the basis for making provisional 
assessment. The Chairman of the Board stated, "When the case comes, a 
decision cannot be taken about thc assessment quickly, because either the 
party wants some more time to produce the documents or we feel that certain 
documerirs are missing. We resort under the law itself to the provisional 
assessment." 

1.89. A suggestion was madc nhethcr it would not be desirable to 
abandou the system of provisional assessment and instead to makc a final 
aswssment on the basis of the facts available at that timc allowing the party 
to appal  on receipt of the relevant documents so that there is no loss in the 
Government revenue. The Chairman of the Board stated, "This question 
regarding provisional assessment was considered and we will consider it again. 
If thc method was to be followed, the tendency on the part of the ofiiczr will 
be to assess at the higher leva1 so that there is no risk. In a provisional 
assessment the first assessment can be both ways and the salety of revenue 
is ensured either by charging at the higher rate or by charging at :he lower 
rate and securing the rest by taking a bond etc." The Member of the Board 
stated, "Here the assessment is done as the most likely assessment. Many 
a timc, when one sees, it may be pending for court cases. ' he rz  arc some- 
times few cases which have been pending for a long time.'' The witness 
added, 'The OfEcers are trying to make a final assessment and if necessary 
they refer to the Collector and it is only when the Collector himself fccls 
that this is the type of case where he cannot decide, only in thosc cases, he 
does." The Finance Secretary stated, "Thc numbers are very large and 
have been pending for a long time. Therefore, some method hns to be 
dcvised to clear them quickly." Hc added, "It should not takc such a long 
time. It is completely wrong to take ten years." 

1.90. The Ministry furnished thc dctails of amount of unconfir~md de- 
mands issued upto 3 1st March, 1970 but pending as on 3 1st July. 197 1 :-- 

Year A~nount 



1.91. The Member of &he Board stated during evidence that, ''TJmc are 
a c t d y  show~ause notices iasued. Jn fact last time the Auditor G n e d  
had pointed out that we should abt t a b  mtice of these becausc these are 
red& show-cause notices issued. T h y  are not redly confirmed demands." 

k92. In paragraph 1.120 d their 8th Report (Fa Lok Sabha), the 
Committee had observed, "It is surprising that demands are raised under a 
fiscal Iaw and not entered in Governments accounts." The Uommitke had 
s u g p t e d  that legal implications of the "unconfirmed demand" and whether 
somc other description for such demands should be used, should be examined 
in coi1su2tation wth the Ministry of Law. In their action taken note furnish- 
ed after consultation with the Ministry of law, the Financc Ministry have 
stated, "The amounts indicated in the notices served under section 28(1) of 
thc Customs Act, 1962 cannot be correctly termed as a demaud or an mear 
of revenue. The term 'unconfirmed demand' used for the amounts indicated 
in the show cause notices issued under section 28(1) of the Customs Act, 
1962 appears to have given rise to some confusion. It a proposed to term 
thaqe amounts as 'amounts in respect of which notices have k e n  iswed mder 
scction 28 ( 1 ) of the Customs Act, 1962'. 

1.93. The CommiUee note that ihe total amomrt of Castom duty r e d -  
ing Mrealised for the period upto 31st March, 1970 was about Rs. 48 
l a b ,  out of which an amolmt of Rs. 39 laLhs is pending on accolDnt a@ 
c o d  orders and Rq. 9 lPkhs for other reasons. The ~rrerus in* 
Rs. 21.15 lakhs due from Government Departments, Public Undertaking% 
ctc Tlre Committee desire that vigorous elliorts should be made to recover 
the arrears wbih do not relate to court cases. 

1.94. Tlre Committee were informed that some parties have paid arrem 
amoPntiog: to Rs. 64,000/- voltWarily in cases where the regdar demands 
became time-barred. The Department have withdrawn demands amounting 
to Rs. 6 lnkbs leaving an amount of Rs. 10 l a b  for vduntary payment by 
the parties. While the Conunittee appreciate the && of tbe Department 
to realbe the time-barred d e d  under the voluntary system of payment, 
they are anxious that sacb an action should not expose the Department 
to the & q e s  of using undue presnue. The Commithe therefore desire 
that it sbould be seriously considered whether the system of voluntary pay- 
ment shoald not be abandoned or alternatively some legal provision made 
in tbe Ad. 

1.95. The Committee are concerned to note that there were 6487 pend- 
ing caws of provisional assessment involving an amount of Rs. 59.32 crores 
as on 31st March, 1970. Some of these cases relate to the period as early 
as 1960-61. The Committee desire that the reasons for pendency of these 
old c a w  shwld be gone into by the Board and necessary steps taken to 
finnlise tbem expeditiily. The Committee also suggest that some time- 
limit sbouM be fixed for finalisation of the caw d provisional assessment 
so that fie assessments do not reinah providonal for several years. 

1.96. An amount of Rs. 1.85 mores i s  involved in ca- where notices 
have been issued by tbe Custom Deptment under Section 28(1) of the 
Cwtom~ Act upto 31st Mar&, 1970, for patpent of duty. ?he anmu~ts 
relate to the years 196243 to 1969-70. Tbe Committee desire that aeces- 
srvy Steps &odd be taken to finaMse these cpses and to avoid occmnnhrh 
of dd crses. 
NEW DELHI; ERA SEZHIYAN, 
April 22, 1972 Ctrnirnum, 
Vcdrakha 2. 1 8947s- Public Accounts Committee. 



APPENDIX 

Sutyn.?r.y c!f Main Cuncltuiut~s/ Recommendatiotts 
S..No. Para No. Ministry/Department Conclusions/Recomniendalions. 

concerned 
1 - 7 3 4 

I -27 Ministry of Foreign Trade The Committce~ore concerned over the 
significant fall in reyenue amounting t o  
Rs. 26.36 crores in receipts from Custom 
Exports during the year 1969-70. From the 
statement furnished by the Ministry of 
finance, the Committee find that the export 
value of Jute manufactures fcll from Rs. 
218 -01 crores in 1968-69 to  Rs. 1,0666 
crores in 1969-70 and that of Tea from Rs. 
156.51 t o  Rs. 124 40 crores. The Com- 
mittec desire that Government in the Min~s- 
try of Fomi Tradc should look into thc 
reasons for %I in the export of these and 
other commodities with a view to taking 
ntxxsary export promotion measures. 

1 .2Y Mini5try of Finance The Committee note that the Depart- 
ment is paying rewards to the informers 
who give useful information about the goods 
bcing smuggled into the country. .The 
r c w r d s  are paid within an overall ccllmg 
of RT. 15 per tola in carre of gdd and LO;, 
of the estimated market price in India of 
other confiscated ood\ The Colla~tors 
are also :tuthoriscfto pny advance awards 

of thc expected final award) immc- 
diately on sei~ure of goods 

The Committee feel alarmed ahout the 
magnitude of the problcm of \mugding 
In the country. Thc C'ommittcc wcrc 
informed during cvidencc that the Depart- 
ment were catching "Only a small perccn- 
t a p  of tvhat is coming into lndra and 
rhcrcforc. the problem is much mol-c 
gigantic a n d  ~nuch bigger than we \\cw ahlc 
to tncklc." The Committee are unhappy 
that in spite of the awareness of the problem 
and repeated requests from Custonl Houseb. 
the Department have Failed to p~cnidc  thc 
Custom Houses with Iaunchc~ in :tdcqu;t!c 
number and of required \peed tn the 
country. The Committee des~rc that thc 
Ministry should ensure that the 
preventive network is strengthened by 
providing the requisite anti-sn~uggling 
equipment and stuff with necnsary powers. 

1 .70 l h .  The Committee further debilr that an 
early decision should bc taken by Govern- 
ment on the report of the Study Ciroup yrt 
up by the Cabinet Secretariat reg;trding the 
requirement of launches. 

1 .35 130. Tlic Committee arc concerned to find 
that while the Customs Receipts arc dc- 
creasing the expenditure on their collection 
is continuing to increase. The Customs 



-- -- --- .--- 
I 2 3 4 - -- _ _ + _ _ - - -  _-- 

Receipts have decreased from Rs. 585.37 
crores in 1966-67 to Rs. 423 -31 crores in 
1969-70,While the expenditure on collection 
increased from Rs. 5.48 crores to Rs. 7 -83 
crores. From tho break-up of expenditure 
furnished to thcm. the Committee find that 
out of the total expenditure of Rs. 7 - 8 3  
crores the estimted expenditure on preven- 
tive functions accounted for Rs. 2.03. 
crores, charges paid to the Union Excise 
Department for outports and Land Customs 
(mostly preventive functions), Rs. 3.45 
crores and other functions Ks. 2.35 crores 
The Committee have been informed that as 
the expenditure in the Custom Grant is 
not booked on function-wise basis. it is 
difficult to separate the exact expenditure 
on preventive functions and other fun- 
ctions. In para 1 -21 of their 8th Report 
(Fifth Lok Sabha) the Committee suggested 
that the Ministry should examine in 
consultation with Audit the desirability 
of maintaining separate accounts for these 
activities. The Committee desire that 
this examination should be expedited so 
that a more objective and realistic appraisal 
of the expenditure on these two activities 
could be made. 

6 1 .36 Ministry of Finance The Comniittec find that there is sub- 
stantial increaw in charges paid to the 
Exck  Department for Outports and Land 
Customs from Rs. 2 -31 crores in 1966-67 
to Rs. 3.45 aores in 1969-70. The charges 
mid to the Exciv Department work out 
to ;!bout 440; of the total expenditure oS 
the Customs Department. The Committee 
suggest that it should be examined whether 
the charges paid to the Excise Department 
for outports and Land Customs arc worked 
out on a scicntitic and rational basis. 

The estimated expenditure on other 
functions of the Customs Department has 
increased from Rs. 1 -91) crores in 1966-67 
to Rs. 2.35 crorcs in 1969-70. In kiew of 
the fact that therc is considerable reduction 
in Custom Revenue the Committee would 
Iike G o v e m t  to examine the feasi- 
bility of effecting economy in expenditure 
on colla%ion. 

The Committee note the impmven~nt 
in the working of thc Internal Audit De- 
partment as a result of the reorganisation 
of the Department effected in March, 
1969. The resultsof Internal Audit in 
Rombay. Calcutta and Madras Custom 
Houses rcvealcd that during the year 
1%9-70. 2978 cases of undaasesnrents 
involving and amount of Rs. 97.18 lakhs 
were detected as a ~ i n s t  2309 involving 
Rs. 49.74 lakhs In 1968-69. The Internal 
Audit Department also detect9 2250 
cases of over-:~ssessment of duty mvolvinp 
on amount of Rs. 48.63 lakhs in 1969-70 

Do. 

Do. 
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as against 2149 cases involving Rs.. 42.15 
lakhs during 1968-69. The Committee, 
however. find that the p e r f o m c e  of the 
Internal Audit Department in the Calcutta 
Custom House has not shown much 
improvement as compand with the Custom 
Houses in Bombay and Madras. During 
the year 1969-70, the Internal Audit De- 
partment of Calcutta Custom House de- 
tected only 470 cases of under-assessment 
involving an amount of Rs. 13.38 lakhs 
and 323 cases of over-assessment involving 
an amount of Rs. 5.73 lakhs. The Com- 
mittee were infonned during evidence that 
the Directorate of Inspectton had been 
asked to undertake a study of the working 
of the Internal Audit Department in 
Calcutta Custom House. The Committee 
desire that this study should be com- 
pleted as early as possible and nemss- 
ary steps taken to improve the workine. 
of the Department. 

9. 1 44 Ministry of Finance The Committee note that with the re- 
organisation of the Internal Audit Depart- 
ment, appraisers have been inducted into 
the Department with a view to improving 
the quality of assessment work. All 
bills of entries containin value of any 
entry exaeding Rs. ?0.& which are re- 
quired to be endorsed to the Assistant 
Colkctors and 20-253, of the remaining 
bills of entries ace being audited by the 
appraisers. The Committee dairc that the 
procedure should be kept under watch with 
a view to increasing tke percentage of bills 
to be audited by the appraisers. The 
Committee also suggest that the area of 
audit by the appraisers and auditors should 
be enlarged to cocer. all aspects which are 
at present being covered by the Revrnuc 
Audit 

The Committee find from the two cases 
brought to their notice that mistakes occur- 
red in converting Canadian dollan into 
Rupees for the purpose of levy of customs 
duty, due to confusion between the U. S. 
dollars and Canadian dollars. The Com- 
mittee desire that necessary instructions 
should be issued by the Board to the Custom 
Houses to avoid confusion in conversion 
of the currencies bearing the same name 
prevalent in dificrent countries. The 
Internal Audit Department should be parti- 
cularly vigilant in auditing the conversion 
calculations. 

The Committee are not happ ovm the 
delay in the giving of ruling by t i e  Central 
Board of Excise and Customs in thk 
case. This was referred to the Board 
by the Collector in June, 1965 but the B w d  
gave a rulin in March, 1968 that tho P.V.P. 
of industria! padm for coating tablets or 

I I. 1.61 Do. 
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for use of textile industry should be a s d  
under item 87 of the Indian Customs 
Tariff and countervailing duty under IS-A 
of the Cantral Excise should be levied. In 
para 1.22 of their 110th Report (Fourth 
Lok Sabha), the Committea had su Y that the objections raised by Audit s ould 
be resolved within 3 months The Com- 
mittee have b a n  i n f d  that under a 
revised procedure, a Member of the Board 
goes to the wrious Custom H o w  and 
settles objections after discussion with the 
officers on the spot. The Committee hope 
that as a result of this procedure delay in 
givin clarifications and rulings by the 
~ o a r i  on the reference6 made by the Cdkc- 
tors and objections raised by Audit will be 
avoided. 

I2 I .6!. Ministry of Finance The Committee suggest that t,he Board 
should maintain a register m whlch Au&t 
objections should ,be enterad and .keep a 
watch over their disposal so that obpct~ons 
are normally disposed of within the time 
limit of 3 months. 

The Committee have already suggested 
that the scope of the Internal Audit 
should be suitably enlarged. The 
Committe would particularly like to 
emphasis that the cases of levy of the 
countcrvaifing duty should be subjected 
to careful scmtiny by the Internal Audit 
Department. 

The Committee how that thc 
hill regarding Rationalisation and 
Classification of Goods wo uld tie 
reintroduced in Parliament as early as 
possible. The Committee daire that the 
necessary details for setting up of a Central 
exchange of Classification and Evaluation 
should be finalised expeditiously. 

The Committee see no justification for 
the delay that occurred in t h a  two cases in 
revising the rate of landing charges. The 
delay has involved the Government in a loss 
of over a crore of rup-s as worked out by 
Audit. The Ministry of Finana have not 
however furnished any calculations of 
their own. In the first case the Customs 
House did not revise the rates fixed in April, 
1965 till February, 1968 even though 
then had been a subslnntial rise in the Port 
Trust rates. In the other case the rates 
fixed in 1960 were continued till March. 
1966. even thou there was an increase in 
the rates of lardCIg charges from Fcbruar) 
1963 by way of surcharge of 20% i.mpc& 
by Port T m t  Authorities and this ~ncresse 
was broueht to the notice of theCustm 
House by Audit in May. 1964. The 
Committee find that according to instruc- 
tions issued by the Board. review of the 
landing charges is required to be under- 
taken by the Custom Houses o m  in two 
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years and at  shorter intervals if changes 
in the rates proscribed in the Port Trust 
Authoritics warrant such action. Tho 
Committee desire that the Board should 
take serious note of the cases where Collec- 
tors fail to review the landing charges within 
the period prescribed by the Board or at 
shorter interval, if neceswy. Thesc re- 
views should be completed by the Collectors 
expeditiously after taking into account 
the relevant statistics ctc. The Committee 
suggest that the Board may lay down $ 
some reasonable time limit for completing 
the reviews. 

16. 1 .75 Ministry of Financc The Committcu: also suggest that the 
lnternal Audit Department shoi~id look 
into the causes of delay In rcvi:i<ir; t ~ f  Iand- 
ing chnrges. 

17. 1 .78 Do. The Committee view with disfacour 
2 lses of over-assessment as ~nuch  as thosc 
of under-asse~sment. In the present case 
fnllure on the part of the Upper Division 
Clerk to include the names of the vcsels 
whiih were granted entry outward after 
Iht March, 1970 resulted in excess collcc- 
tion of duty on Tea amounting to 
l<s 85,418. The Committee hope that as ;I 
result of the revised prWdure under which 
the list of vcsscls for the purpose of rcassess- 
mcnt of duty should be personally examined 
by the Assistant Collector, such mi%kes 
will not recu!. 

The Conimittec find that in this case the 
Internal Audit Department could not 
detect the mistake as the list prepared by the 
Import &Export Department was ddective. 
The Committee suggest that in future such 
lists should be also checkcd by the lnternal 
Audit Department so that an) mist;tke in 
the list should not remain undetected. 

The Committee note that thc total 
amount of Custom duty remaining unrealis- 
ed for the period upto 31st March. 1970 
was about Rs. 48 lakhs, out of which a n  
amount of Rs.19 lakhs i s  pcnding on account 
of  court orders and Rs. 9 lakh\ for 
other reasons. The arrears include Ks. 
21 .15 lakhs due from Government Depart- 
ments, Public Undertakings ctc. The 
Committee desire that vigorous efforts 
should bc made to recover the arrears which 
do not relate to court cases. 

The Committee were informed that 
some parties have paid arrears amounting 
to Rs. 64,000,- voluntarily in cases whew 
the regular demands became timebarred. 
The Department have withdrawn demands 
amounting to Rs. 6 lakhs leaving an amount 
of Rs. 10 lakhs for voluntary paymcnt by 
the partis. While t& Commitleo 
appreciate the efforts of the Departmarit 
to realise the tlmebarred demands under 



the voluntary sptan of paymeat, 
anxious t b t  nuch an action 

the Department to tho charger of 
g unduc prmsure. The Committee r 

tbcrefore desire that 11 should be serfoudy 
conaidered whether the sylltan of volun- 
tary payment should not be abandoned or 
alternatively soma legal provision made in 
the Act. 

21. 1 -93 M ~nrstry 01 P mane ~ C o m m i t t S e ~ ~ ~ n a M d t o ~ t q t h s t  
there were 6487 ptod~og caacs of provis~onal 
amammt involving ao amount of Rs. 
59.32 crores as on 31st March, 1970. 
Some of these cascs mlate to tho period 
u early M 1960-61. The Committee dcaim 
that the reasons for pendmcy of t h e  
old cases should be gone mto by the Board 
and qcpssary steps teken to finalise them 
axped~t~ourly. The Committee also 
sugsest that some timalimit should be 
r6xed for finalisatlon of the uu#e of prov- 
sional assa~smcnt so that the aaesancntr 
do not remain provisional for #vaal 
m- 

An amount of Rs. 1-85 a o n s  is 
lnvolvad in cases whcre notica haw bcco 
issued by the Customs Department uoder 
W o n  28(1) of the Customs Act upto 
3lst March, 1970. for payment of duty. 
The amounts relate to the yeam 196263 
to 1969-70. The Committm daire that 
lracsssary steps lou ld  be t a b  to finalbe 
thew c .  and to avoid .aamulatioa of 
OM aasoa 

22. 1 -96 Do. 




