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Ben& of Test Audit . 
1.1. As result of the test audit of ntrlow custxYms ststhns, a b H  

levy of Customs duty amounting to Rs, 32.36 l&hs and excem Stmy' 
.of cutohs duty amounting to Rs. 3% la3rhs were brought W Bgb& 

The short levy at Rs. 32.36 lakhs has been categorised as uadfffw 

(iii) W r ~ g  a b a i M i  of p n i s  under the Tariff . r,m,+bo 
. . . . . . . .  (iv) Exms refund of duty 793999 

(a )  Other reaaons . . . . . . . . . .  a,74,9t35 

9,363138 

[Paragraph 8 of Audit %port (Civil) on Revenue Receipts, 196911 
1.2. The following table shows the under-aspessments of custonv 

duty year-wise since 1962-63 indicating also the under-assessments 
on account of assessment at rates lower than those prrscilbed as 
noticed in Test Audit during the years 1962-63 to 1987-88:- 
7 

Totd mount d A m m  of nodes, 
undemamnan asaesanma on a e  

CoMt of rsscssman 
P rrta lower thm 
those prescribed 



1.8. Exptaintnp the reasom for the &art levy of Rm. a-2#I I-. 
disclosed in Test Audit during 1987-68, the repremntative oi 
CmtraI Board of Excfse and Customs stated that on account of a ~ r g  
large number of dutiable bills of entry--about 2 to 4 lakhs per year-- 
and the limited time available for their scrutiny, the Department had 
b work under great pressure and strain. The b i b  had to be speedfly 
cleared, as any delay on their part would result in detention of ships 
or goods. To obviate mistakes in classification and calculation, 
checks had been prescribed at various levels. Apart from a 100 per 
cent check of Customs documenb by the Internal Audit ,Depart- 
ment, a 20 per cent check was exercised by supervising ofEcers. A 
further check was exercised by the Assistant Collector o t  Audit. 
Quite a number of mistakes-major and minor-were being detected 
by the Internal Audit Department. The number of objections raised 
by Internal Audit in Bombay, Calcutta and Madras during 1967-68 
mas 2939, 1361 and 1601 respectively. In spite of the best efforts of 
the Department some mistakes did escape notice but the number 6f 
euch mistakes was not large. As against the total Customs revenue 
of about Rs. 500 crores, the total amount of ahort-levy mentioned in 
the Audit Report was about Rs. 32 lakhs, of which about Rs. 25 lakhs 
was accounted for by an error in the classification of a single item 
(dealt with later in this Report). 

1.4. As to the improvements effected in the working of the 
Internal Audit Department, the representative of the Board stated 
that a number of steps had been taken by the Department to this end. 
These were as follows:- 

(i) In order to check tax calculations, compto-meters had been 
introduced. This had resulted in reducing the number of 
calculation mistakes. 

(ii) On the recommendation of the Customs Study Team, a re- 
appraisal of the strength of the Internal Audit Department 
was made and the number of Auditors increased. 

(iii) Audit had been entrusted to a higher level of primary 
workers (Upper Division Clerks) and for this purpose, a 
number of posts of Lower Division Clerks had been up- 
graded to that of Upper Division Clerks. 

(iv) Appraisers had been inducted at the technical supervisory 
level. 13 Audit groups, each cornprfsing 3 to 4 Upper 
Division Clerbs with an appraiser at the head, had been 
created. The appraisers not only provided t&hnical guid- 
ance to the primary workem but in case of consignments . of large value themselves conduqted Audit. 



(v) In the major Cutom Houses of Bombay and Calcutta (and 
may be Madras), the Department proposed to appoint 
Deputy Collectors--Class I OfBcers-to head the Internal 
Audit Department. The proposal had not so far been im- 
plemented because of a dispute regarding inter se seniority 
of CIass I officers of the Central Excise and Customs 
Departments. 

The witness expressed the hope that with these steps the quality 
of Xnternal Audit would greatly improve. 

1.5. e k e d  whether an appraisal of the working of the new set up 
of the Internal Audit Dopartment had been made, the representative 
of the Board stated, "We have not made it yet. But we will do so". 

I 

1.6. The Committee enquired whether the Internal Audit Depart- 
ment, as at present organised, functioned as an independent organi- 
sation. The representative of the Board stated, "Each Custom 
house is divided into varipus wings. . . . . . . All of them so far as 
theii own work is concerned are independent of each other. . . . . . . . 
. . . . . . . .All of them then converge and at the head is Collector. 
Even now, the system is the executive side cannot ovq-rule the 
Audit. If there is any difference of opinion between Assistant or 
Deputy Collector of the Audit and Assistant or Deputy Collector of 
the Executive Department it can be resolved only by the Collector. 
If the Collector has any doubt he refers the matter to the Board and 
to other Collectors. Each Department is equally dear to the Collec- 
tor because it is the reputation of the Collector and Custom House 
that is at stake. I have never found any Collector taking any sides. 
He gives an independent judgement." 

1.7. The Committee notc that there has been a rise in under-assess- 
ments of customs duty as noticed in Test Audit. The amount of 
under-assessments has risen from about Rs. 4.23 lakhs in 1962-63 fo 
over Rs. 32.36 lakhs in 1967-68. The Committee would like Govem- 
ment to analgse the causes for this rise and apply necessary correc- 
tives. 

1.8. In the opinion af the Committee, the detection of a sizeable 
amount of under-assessment in Test Audit, after a 100 per cent check 
of Customs documents by Internal Audit, indicates that tbe work- 
Qg of the Internal Audit Department i s  deficient. The Committee 
rota that, on the recommendations of the Customs Study Team, 
a number of memrea have recently beear taka by Govemrnemt to 
omngthen the Interna1 Audit Deputmt~ t .  The Committee desire 
that, after the new mt-tap has worked for m e  W e ,  Gavmmwmt 
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.ahoPM make an appraisal af its working and amunine whether itr 
hrncrZePls and procedures need to Be s t r d d  a q  fur&=.. 

Assessment at rates lower than those prescribed 

Audit Paragrap k 

1.9. Two dumpers imported in May, 1965 were amwed to 
customs duty by a Custom House at the concessional rate of 30 per 
cent ad valorem under the foot-note to item 75 Indian Customs Tariff 
together with surcharge on customs duty, regulatory duty rrnd 
countemailing duty. The dumpers were correctly chargeable to 
basic customs duty at the standard rate of 50 per cent under the 
main item 75 Indian Customs T a r 8  together with surcharge, regula- 
tory duty etc, The consequent short levy of Rs. 28,424 was point@ 
out in August, 1965. The Customs House have replied (September, 
1968) that they have, following this, scrutinised similar cases and in 
all a total demand for a short levy of Rs. 24,98,817 in 23 cases includ- 
ing the two cases pointed out in August, 1965 has been raised and 
the amount is pending recovery. This has been confinned by the 
Ministry (January. 1969). 

[Paragraph 9 of Audit Report (Civil) on Revenue Recepits, 19691 
1.10. The Committee were given to understand by Audit that the 

imports of dumpers on which there was a short levy took place 
between April 1965 and January, 1968. During evidence, the re- 
presentative of the Central Board of Excise and Customs stated that 
all the 23 cases of short levy referred t<r in the Audit paragraph per- 
tained to the Goa Custom House. Dumpers, which, in the opinion 
of the Board, should have been charged to basic Customs duty at the 
standard rate of 50 per cent under the main tariff item 75 plus 
surcharge, regulatory duty and countervailing duty, were assessed 
at the concessional rate of 30 per cent under a foot-note to that 
tariff item. This was done on the understanding that these would 
come within the purview of an exenlption notification of 15th Octo- 
her, 1955. The Board had however agreed with the Audit view that 
the duty was leviable at the standard rate. 

1.11. The Committee desired to know the latest position regarding 
recovery. In a note, the Department of Revenue have stated: 

"Out of 23 c a m ,  as  writs Aled in 22 case8 in the Barnbay High 
Court are still pnding, tbe short kvy has  not,.^ far been 
recovered except in one case where, though the appeal is 
still pending with the Appellate CoUectot d Cudoms, 
Bombay, as against the amount of short levy of Rs. 80,220-- 
18P, an amount of Re. 45,000 was real id  on 23rd Wm- 



ber, 1969, from the Union Bank of India, in teme of the 
guarantee executed." 

1.12. The Committee desired to know the date on which the Audit 
.objection was received by the Custom House and the date on which 
;it was replied to. In a note, the Department of Revenue have stated: 

"A reply to the A.G.'s communication dated 17th September, 
1965, forwarding the audit objection was issued on 8th . December, 1965 wherein it was indicated that the less charge 
demands had been issued and that an inter-port reference . had been made. After the views of the other Collectors of . Customs were received a final view was taken on the 
assessment of the dumpers in question and the final reply 
to audit was issued on 18th June, 1968". 

1.13. During evidence, the Committee desired to know why a 
:period of nearly three years was taken by the Custom House to give 
their final reply to the Audit objection. The representative of the 
Board stated ". . . . . . . . . . . . . .they had no business to wait for 3 years 
and I would have no doubt that they should have replied much 
,earlier." 

1.14. The Committee enquired whether after the receipt of the 
Audit objection, the Custom House assessed the subsequent imports 
at the proper rate of duty. In a written reply, the Ministry of 
Finance have stated: 

"From 1963 onwards Mamagoa Custom House had been assess 
ing dumpers in terms of foot-note to item 75 I.C.T. and this 
practice was continued till a finaI decision in this regard 
was taken in 2968. In view of the practice that prevailed 
at the time the audit objection was issued, while a s s e e  
ments in terms of the foot-note were continued to be made, 
demands were issued for the differential duties involved 
in the light of the audit objection which was under consi- 
deration." 

1.15. During evidence, the Committee enquired why, pending the 
.clearance of doubts about the proper classification of dumpers, the 
Collector did not charge the subsequent imports to the standard rate 
of 50 per cent. The representative of the Board stated, "There are 
two ways of. recovering duty. When audit objection is raised, either 
Cu&oms House agrees with it or not. Correspondence follows. . . . . . 
. . . . . . . . . .In all cases simply because there is audit objection it does 
not automatically meandhat we at once start charging d$y at  the 
.Wrn rate beceuse that wil l  be very digturbing to the t d e .  Qui4 



often thls matter is settled and we are able to satisfy Audit that the 
assessment made originally was the correct one." 

1.16. In reply to a Question, the Finance Secretary added, 'me 
Collector did not think that this objection was quite valid.. . . . . . . . . . . 
But I would say that where the Collector feels that the Audit objec- 
tion is not valid, the course followed should be that he should safe- 
guard the revenue position." 

1.17. The Committee desired to know whether there were any 
provisions in the Customs tariff which were overlapping. The re- 
presentative of the Board stated, "As far as we are aware, there is 
no provision which is overlapping, in the sense that you can alwa~rs 
say that this item is more specific than the other item, but if by over- 
lapping you mean that an item can fall under this particular item or 
that particular item of the tariff, then yes, certainly there are ovef- 
lappings. But in any case, in any tariff of the world, in any country.. 
in the world, such overlapping is present; no country has ever been 
able to evolve a tariff in which the lakhs of commodities which are 
produced in the world could be classified in a few hundred items in 
such a way that an article will not fall under two generic items". 
Elucidating his point, the witness stated that there were so many di- 
cles of rubber which were also stationery items. But 'stationery' and 
'rubber' were distinct tariff items. The aforesaid articles would fall 
under both the tariff heads. 

1.18. The Committee enquired how it was being ensured that 
where there was a possibility of a particular article being classified 
under different tariff items, a uniform wactice was followed in 
the Custom Houses. The representative of t h ~  Board stated that 
whenever a dovht about the tariff classification of any commodity 
arose in the mind of the Collector, he made a reference to his conrter- 
parts in other Collectorates to ascertain the position obtaining there. 
References were also made to the Board. Then there were periodic 
Conferences of Collectors at which questions regarding tariff classifi- 
cation of particular items were discussed. Where there were differ- 
ences of opinion between different Collecbrs. the Member (Customs) 
(wlio presided over the Conference) indicated the Board's views 
which were treated as the Board's  ha on the particular q u d o n .  
The effort of the Board was to hold such Conferences 8s often 
poss;ble. Another measure under considemtlm of the Board was to 
set up a kind of Central Exchange of Classifications and ~ f i a l u a t i o ~  
which would evolve suitable procedures to flnd out dfverw p&e@ 
in regard to clasdflcation in various Ciistoms Houses and brlng about 
E unifodty as far as possible, in consul+~1ion with technical 
Further, the Indian trdn was k i n g  revised. A Bill had alseady 



mtroduced in Parliament to replace the existing M by a much 
mo? exhaustive W based on the pattern of the Brussels Nomen- 
clnture. ' 

1.19. Drawing attention to the fact that it took the Co&ctor con- 
cerned nearly three years to come to a final decision, the Committee 
enquired ~ h e t h e r  some procedure could not be evolved whereby 
doubts W a d i n g  Proper tariff clasaiftcation of particular items could 
be resolved within a few matha The representative of the Board 
stated, "fiat it should be done very quickly admit5 qf not doubt at 
all". But he added, 'There are itermr where a number of technical 
experts Eke the Director Gem&, Technical Develo~mcn t, the Textile 
Commiisioner, the Indian Standards Institution and sometimes our 
own Chief Chemist have to be consulted." Asked whether a three 
month period was not adequate for the clearance of doubts in such 
cases, the Finance Secretary stated, "I would say that that should 
normally be enough. Of course, there would be cases where the 
matter may have gone to a court of law and in those cases it would 
be b6yond our ability to settle the question." In reply to a further 
question, the representative of the Board stated, "On the Customs 
and Central Excise s~de, it is very seldom that we go to the court.. . . 
. . . . . . . . . . . .Cases that go to the court are very very few; their m~m 
total will not go beyond a few lakhs." 

1.20. As all the 23 cases of short levy r e f d  to In the Audit 
Report pertained to Goa, the Committee equired whether the officers 
manning the Goa Customs House were sufficiently experienced. The 
representative of the Board dated, 'TI& kind of (mistake) was pos- 
sible in any Custom House." In reply to another question he added 
that the number of bills of entry dealt with in Goa was very small 
and the expertise available there was much less than in big ports 
like Calcutta and Bombay. Orders have been passed that Audit of 
Goa Custom House should be transferred to the Bombay Customs 
House. 

1.21. The Committee observe that dumpers, which have been held 
by Government to attract basic customs duty at the standard rate of 
50 per cent, were assessed by the Goa Customs House at the concw- 
sional rate of 30 per cent, resulting in short levy of neatly Rs. 25 
lakhs. As the matter is at present pending before the Bombay High 
Court, the Committee would like to reserve their comments at this 
stage. . . . . 

1.22. The'Comrnittee, however, cannot help expressinx uneasiness 
over the casual manner in which this case was handled. After the 
assessment was finallsed qn the Arst consignment of dumpers imported 
I. April 1M5, Audit pointed out in September, 1965 thatatbere W 
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ken an under-a~sessment. It took Government abariy three ye-. 
themafter to come to a flnal decision on the question as to how these 
dumpers should be assessed. I t  is hardly necessary for the Conm&- 
tee to say that decisions should be taken promptly in a11 matters 
having a fhnc ia l  bemiqg. The representative of the Ministry of 
Finance himself agreed in evidence that it should normally be pod- 
b E  to settle doubts oil this n*CIYe d t h h  a period of three months. 
The Committee expect that ob&$tiqm r b a t  under-assessme$ raised 
by the Audit will be resolved ,within three memths or so in future. 

The Committee note that some steps have b c m  takeat by "Govern- 
ment to rationalise the classification of goods for purpose of levy of 
customs duty. A Bill to replace the existing tariff by a much more 
comprehensive tariff on the pattern of the Brussels Nomenclature has 
been introduced in Parliament. There is also a proposal to have-a 
set up of a kind of Central Exchange of Classifications and Evalua; 
tions. The Committee t rus t  that the question of tariff classification 
will be kept continuously under review in the interest of correct and 
speedy assessment of duties. 

Nan-levy of additional duty. . .  .. 
Audit Paragraph 

1.23. Steresflong, a special type of paper board for printing 
machinery was chargeabie to  customs duty under item 72(2) Indian 
Customs tariff and also to additiopal duty under item 17(4) Central 
Excise Tariff. In a Custom House imports of stereflong were not 
subjected to levy of the additional duty even though this irregularity 
was pointed out in February, 1966. However, when the Central Board 
of Excise and Customs to whom the matter of levy of additional duty 
on imported stereoflong was referred by another Custom House in 
April, 1965 gave a ruling in January, 1967 that additional duty was 
leviable, the Custom House raised demands for Rs. 17.119 only on 
28 consignments imported from January, 1966, the recovery in rela- 
tion to which was within the time limit. The loss to revenue due to 
non-levy of additional duty on imports prior to January, 1966 has not 
been intimated. 

The Ministry in reply have stated that the correct position is that 
though stereoflong was classifiable under item 17(4) Central Excise 
Tariff, no countervailing duty was leviable on them in 'view of an 
exemption notification of 10th May, 1958. The exemption notification 
of 10th Map, 1958 was issued at a time when no countervailing dub' 
was leviable on stereoflong and all the effett of the notiflcation WW 
to reduce the basic customs duty on stereoflong to that leviable on 



printing and lithographic material under item 72(2) of the &&UR 
&stoips Tariff. Having therefore corrpctly decided in January, 1987 
fhkt oopntervailing duty is leviable on stereoflong under item l7(4) 
of We Central Excise Tariff, it is not understood how it is sow con- 
tended that no countervailing duty is leviable thereon. 

paragr~rph 10 of Audit Report (Civil) on Revenue Receipts, 19$9.] 

1.24. The Committee desired to know the circumstances in which* 
counteftrailing duty was not levied on stereoflong in the Custom 
House in question. In a note, the Department of Revenue have 
stated: ' 

"Stereoflongs were being assessed to duty under item 87 Indian 
Customs Tariff read with notification No. 138-Customs 
dated 10th May, 1958 and not as paper or paper board. With 
the introduction of Section 2A of the Indian Tariff A d ,  
1934 (with effect from 2nd February, 1963), countervailing 
duty at the rate equal to the excise duty on any goods of 
like kind manufactured in India was automatically leviable. 
However, in terms of Ministy's executive instructions dated' 
90th January 1963 it had been clarified that intention was 
not to levy countervailing duty on any article which was 
not liable to such duty prior to 2nd February, 1963. These 
fnstructions were cancelled on 25th September, 1965 (when 
it was stated that countervailing duty would be leviable 
unless special exemption was given). Even after this date, 
countervailing duty was not charged in Calcutta Custom 
House as stereoflongs were held to be exempt from pay- 
ment of duty in excess of (basic) duty leviable under item 
72(2) Indian Customs Tariff by virtue of the wording in 
(exemption) Notification dated 10th May, 1958". - 

1.25. During evidence, the Finance Secretary cC81arified that the 
Calcutta Custom House had originally taken the view that the word- 
ing 'duty of Customs' occurring in the exemption notification would 
cover all Customs duties-basic Customs duty which was in force 
before the issue of the exemption d c a t i o n ,  as also the countervail- 
ing duty which came into force later on. Accordingly, they did not 
initially charge countervailing duty an stereoflong. Thc Bombay and 
the Madras .+llectoretes, however, took a different view. When the 
matter came to the notice of Government in 1965-66, they took the 
view, not horn the legal aspect, but from the revenue aspect that 
the countervailing duty ,would be applicable to stereoflong. The 



0 decision was "taken by the end of 1966 that we should remove Qost 
of these exemptions". The letter lasued by the heard in 3muary, 
1967 reflected this decision of Government. Subquently, the'Board 
itself felt doubtful about the legality of a letter over-riding an 
exemption notification which had not been annulled. The Board, 
therefore, issued in May, 1969 a specific notification superseding the 
original (exemption) notification of May, 1958, and making it clear 
that the exemption would cover only the customs duty and not 

,countervailing duty (which shouId be charged). s 

1.26. The Committee enquired why the Ministry having decided 
in January, 1967 that countervailing duty was Ieviable on stereoflong 
subsequently stated in reply to the Audit Paragraph that, though 
stereoflong was classifiable under item 17(4) of the Central Excise 
Tariff, no countervailing duty was leviable on it in view of exemp- 
tion Notification of May, 1958. In a written reply, the Ministry of 
Finance stated: 

"Notification dated 10th May, 1958 exempted stereoflong from 
so much of the duty of customs as is in excess of the duty 
leviable on printing and lithographic material, [Item 
No. 72(2)]. In view of the wording in the Notification, in 
strict law, no countervailing duty could be levied on 
Stereoflong in spite of the fact that the material was classi- 
fiable under item 17(4) of the Central Excise Tariff. When 
it was noticed that exemption from countervailing duty 
was not warranted, the notification was amended to res- 
trict the exemption to basic customs duty only". 

1.27. The Committee pointed out that clarification regarding the 
'levy of countervailing duty was sought by another Custom House 
(Madras Custom House) in April, 1965 but it was issued by the Board 
in  January, 1967. The Committee enquired why the Board had taken 
one year and nine months to issue the clarification. In a written 
reply, the Ministry of Finance stated: 

"Delay in issue of the ruling by the Board was due to the fact 
that the matter had to be examined in all its aspects in- 
cluding whether an exemption from payment of counter- 
vailing duty was to be given on stereoflongs." 

1.28. During evidence the representative of the Board stated 
". . . . . . . . . .there is no doubt that we could decide all this early". 

1.29. As regards the total loss to revenue in the various Custom 
Houses due to non-leq of the countervailing duty, the Ministv  of 
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Fdnance have stated in a written note as follows: 

' "Upto 25th September, 1965, no countervailing duty was levi- 
able on Stereoflong in view of the Ministry's Executive 
Instructions dated 30th January, 1963. After 25th Sept- 
ember, 1965, the practice in three major Custom Houses, 
Bombay, Madras and Cochin was to levy countervailing 
duty. Total amount of countervailing duty not levied in 
Calcutta Custom House works out to Rs. 22175. Out of this 
a sum of Rs. 17119 had been subsequently realised. 

1.30.*1n reply to another question, the Ministry have stated that 
after the issue of letter of 24th January, 1967, the practice in all the 
Custom Houses was to levy countervailing duty on stereoflong. 

1.31. The Committee note that, due to a failure on the part of 
G;overnment to observe the correct procedures, Governnient had to 
forgq some revenue in this case (Rs. 5056) by way of countervailing 
duty ion stereoflong. By virtue of an exemption notification issued 
in May, 1958, stereoflong enjoyed exemption from countervailing 
duty, which became leviable from 2nd February, 1963. In Septem- 
ber, 1965, Government decided, in the interest of revenue, to charge 
countervailing duty on stereoflong. At that stage, Government 
should have amended their notification of May, 1958. This, however, 
was not done. Instead, they issued executive instructions on the 
subject. The result was that, while three major Custom Houses at 
Bombay, Madras and Cochin charged countervailing duty on stereo- 
flong, another major Custom House, at Calcutta, did not charge duty 
on the ground that the notification of May, 1958 had not been amend- 
ed and therefore continued to be in force. Even later, w h a  refer- 
ences were made by tlhe Madras and Calcutta Custom Houses, the 
Board gave a ruling that countervailing duty should be charged but 
failed to amend their original notification. It was only subsequently 
that Government began to entertain doubts about the legality of 
their action. In May, 1969, Government issued a specific notifica- 
tion superseding the original notification of May, 1958 and making 
it clear that countervailing duty should be charged. 

1.32. The Committee regret that i t  took G o v e r n m e  netarly four 
years after a decision was taken to charge countervailing duty to  
issue a notification which gave the necessary legal backing to this 
decision. HihiIe the revenue loss in this case was not sipnirscant, the 
Committee hope that Government will appreciate that omissions of 
tbas nature could have serious repercussions. 



18 The Cornmilee am dfstna#esd that t). 
brd of Excise and Customs, W ~ O  nm a ~ l d  to a krl dr form; 

tjom in the matter d prompt d~w0W shodd fdm me r,; 
and nine months to issue 8 c b h h t j o n  s o w t  
Custom House, The Committee hope that delqy~ of fib d e r  wiJJ 
hat pecur. The period normally available to fiveramant for re- 
opening assessments relating to customs duty L only six months. It 
is therefore, imperative that decisions on questions of tax liability in 

tbis field are promptly taken. 
a 

1.34. The Committee would like to draw attention to a? impor- 
tant point arising out of this case which has a bearing on .the re- 
venue interests of Government. In terms of para l(iii) of the 
Indian Customs Tariff Guide-Departmental Supplemcnt, an assess- 
ing officer when in doubt about the duty leviable, has to make a 
reference to the Board. If he is unable to come to a conclusion, be 
is required to assess the goods at the rate most favourable to'Gov- 
ernment since Government have no right of appeal whereas the 
assessee has a redress. In this case, the Committee observe that 
the Board had clarified on 25-9-1965 that countervailing duty would 
be leviable in all cases unless a special exemption was given in nny 
particular case. In view of this clarification, the Committee feel 
that the Custom House should have safeguarded Government reve- 
nues by levying countervailing duty on stereoflong, and if it had 
any doubt-as the Collector's subsequent Telex Message* of 14-7-1966 
would indicate that it had-It should have made a reference to the 
Board. Unfortunately, the Custom House took neither of these steps 
till Audit pointed out the omission. Even then some months were 
allowed to elapse before this was done. The Committee consider 
this failure on $he part of the Custom Horrse regrettable. 

Wrong classification of goods under the Indian Customs Tariff. 

Audit Paragraph 

1.35. In a Custom House, a consignment of "stainless steel clad 
plates of 3/8" (stainless coated)" imported in September, 1967 was 
assessed to duty at the concessional rate of 15 per cent ad valorem 
applicable to stainless steel plates under item 63(20A) Indian Cus- 
toms Tariff. I t  was pointed out that according to instructions issued 
by the Board in May, 1957, stainless steel' clad plates should be as- 
sessed ta duty at  50 per cent ad valorem under term 63(28) of the 
Indian Customs Tariff. The short levy of Rs. 64,248 on this account 
is pendmg recovery by the Custom House. The Ministry have're- 
plied that if an over-assessment on account of additional duty of ---- ---.. .II&- 

*Ap&ndix I. 



As. 4595 is taken into account, the net under-assessment is Rs. 99,653 
only. . 
LParapaph l l ( i )  of Audit Report (Civil) on Revenue Receipts, 

1m1. 

1.36. During evidence, the representative of the Board stated that 
in this case the Assessing Officer obviously made a mistake. In 1957, 
the Board had issued a ruling that stainless steel clad plates should 
be asseised to duty under Item 63(28) of the Indian Customs Tariff- 
steel mpufactures not otherwise specified. The explanation of the 
office was that no doubt arose in his mind that stainless steel clad 
plates were not assessable as stainless steel plates. He, therefore, 
did not go through the relevant literature to find out under what 
item these were assessable. The witness emphasised that the Board's 
ruling was quite clear on the point but it was not referred to. The 
yitness further stated that previously also when stainless steel plates 
were assessable to a much higher rate of duty than stainless steel 
clad plates, the officer concerned had assessed a consignment of clad 
plates imported by the very company mentioned in the Audit para- 
graph as stainless steel plates. This indicated that there ~vere per- 
haps no mala fides. He also added that "The Board's ruling book 
was a thick book and was not referred to (by Assessing Officers) as 
a matter of routine in each and every case". Asked whether the 
Board was satisfied with the explanation of the Assessing Officer, 
the witness stated that they had not taken a final decision in the 
matter. They had. however. stressed that the Board had given % 
ruling on the point and it should have been followed. 

The Committee enquired how the Internal Audit Depart- 
ment failed to notice the wrong classification. The representative 
of the Board stated that the Internal Audit Department should hove 
been able to notice the mistake as they exercise a 1C.O per cent check 
of Customs documents. In reply to a question, the witness stated 
that the Collector was going into the question of omission on the 
part of the Audit officer concerned. 

1.37. As to the recovery of the short levy, the Ministry have stated 
as follows : 

"Short levy of Rs. 64,248 less excess levy on account of over- 
asseswent of additional duty of Rs. 4595 was recovered on 
5th January, 1969." 

1.38. The Committee drew attention to the fact that similar inst- 
ances of assessing offlcers overlooking Board's instructions had been 
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pointed out [e.g. para. 0 of 21st Report (Third Lok Sabha) cmd para. 
17 of 27th Report (Third Lok Sabha)]. They enquired whether the 
Board had evolved any procedure to ensure that their rullngs'$d not 
get overlooked by Assessing Officers. The representative of the 
Board stated that the following steps had been taken by the Board : 

Every tariff ruling was serially numbered so that when 
a Custom House found that an intervening ruling had not 
been received, i t  could ask for a copy of it; 

Detailed instructions had been issued by the Director of 
Inspection that as soon as a copy of ruling or an order of 
the Board was received in a Custom House, it sho'uld be 
brought to the notice of all concerned; 

A monthly statement of tariff position was issued by t?e 
Board and circulated to Custom Houses; 
The Board issued from time to time up-to-date editions 
of the 'Indian Customs Tariff Guide'. This publication 
was in the nature of a procedural manual with the rulings 
of the Board under the relevant tariff items. Correction 
slips were issued cvery quarter and supplied to Custom 
Houses. 

1.39. In reply to a question, the Finance Secretary and the re- 
presentative of the Board stated that the current edition of the 
Custom manual had been corrected up to  30-6-1966. The next edition 
corrected upto March, 1968 was in print. A new edition was brought 
out every few years. 

1.40. Asked as to the feasibility of giving cross references in 
the manual as an, additional precaution, the Finance Secretary 
stated, "we should certainly like to have cross references in order 
that these things can be managed quickly." 

1.41. The Committee observe that 'stainless steel clad plates', 
which should have been assessed to duty at the rate of 50 per cent 
ander teriflt item 63(28), were wrongly assessed by a Custom House 
in 1967 at the concessional rate of 15 per cent. applicable lo stainless 
steel plates' under TarM item 63(LOA). There was a specific ruling 
of the Board to the effect that these plates attract duty under Tariff 
item 63(28), but this was over-looked, with the result that there was 
a short-levy to the tune of Rs. 64,248. 

1.42 ve Committee have from time to t ime'com~nted upon 
similar cases in which specific rulings of the Board were overlooked 



6ya#leralnlomasrS. T h e ~ c e o f s o s d ! ~ ~ k s ~ t  
th;B messam taken by Government ptlrswmt ts the d e r  rccam- 
mendations of the Committee have not been adequate. The t2dun1S 
Tariff is 8 fairly elaborate one with a plethora of  ruling^ ander each 
item. It  might facilitate the work of asessing officers if suitable 
cross-references are given under each tariff item to various instruc- 
tfons relating to that item issued from time to time 

1.43.'The Committee observe that the current edition of the 
Custom Manual has been corrected only upto 30th June, 1966. Con- 
siderinC: the large number of amendments that are issued year after 
year, the Manual, with its numerous corrections, has become cum- 
bersome as a book of reference for - omcera Government 
should take speedy steps to revise and up-date the manual. 
The periodicity of such revisions should also be more frequent in 
order to facilitate reference in customs houses. 

Wrung classification of goods under the Indian Customs Tariff. 

Audit Paragraph 

1.44. "Repairing tools" and "Dielectric strength testing e q u i p  
ment" imported in a consignment with other articles in October, 
1966 were assessed to duty under item 71(b) Indian Customs Tariff 
at 100 per cent ad valorem and under item 77 Indian Customs Tar* 
at 50 per cent ad valorem respectively by a Custom House. It was 
pointed out that the repairing tools were correctly assessable to duty 
at 50 per cent ad valorem under item 71 (a) and the testing equip 
ment if operated by electricity, a t  60 per cent ad valwem under 
item 73 Indian Customs Tariff. The Custom House admitted the 
excess levy of Rs. 9268 and the short levy of Rs. 618 respectively on 
the said articles. They, however, found on a re-examination of the 
documents pertaining to the consignment that apart from the item 
"Dielectric strength testing equipment" there were 8 other items in 
the consignment correctly assessable to duty at 60 per cent ad valorem 
under item 73 Indian Customs Tariff instead of under item 77 Indian 
Customs Tariff as assessed earlier by them. The short levy on 
account of the reclassification of these 8 items worked out to 
Rs. 23,026. 

All the. jtems in question were reassessed accordingly and a sum 
of Rs. 14,376 recovered in June, 1968 after adjusting the excess levy 
of Rs. 9,268. 
(Paragraph ll(ii),  ~ u d i i  Report (Civil) on Revenue Receipts, 19691. 



"The relative invoke contained as many 9r 82 ftams to be 
assessed. Testing ins trumenb are g~iertdJy "ndtbr 
item 77 Indian Customs Tariff udess these are Upera$r.d bv 
electricity. There was neither any indication in the 
nor information was furnished, a t  the time of import by th,. 
importers-Embarkation Headquarters-- that the inst&mcnts 
in question were operated by electricity and hence th: omlh. 
sion to classify the goods correctly." 

1.46. As to how the erroneous classifications were lost sight of in 
the Internal Audit Department, the Ministry have stated : 

"Erroneous classifications were lost sight of in the Intern& 
Audit Department due to the factors mentioned in the preccd--. 
ing paragraph and the fact that the concerned clerk was !IEW 

to the job of auditing bills of entry". 

1.47. The Committee enquired whether any review was made to 
ascertain that there had been no omission of a similar nature in the 
Cuqtom House. In their reply, the Ministry have stated : 

"Auditing of bills of entry, after assessment by the Assess- 
ing Officers, is a continuous process. Suitable action is taken 
as and when mistakes in assessments are noticed. A second 
time auditing of all bills of entry not being practicable, was 
not done." 

1.48. In the Committee's opinion, the wrong classification of as 
many as 9 items in a single invoice indicates that the appraising staff 
were lax in their work. The fact that this escaped the notice of 
the Internal Audit Department a h  shows that that Department did 
not exercise due care. The Committee trust that the Board will 
impress upon the ofacea concerned the need to exercise greater 
care in making assessments. 

Excess Refund of Duty . . . . 
Audit Paragraph 

1.49. The rate of duty applicable to imported goods is the rate 
in force on the date on which the bill of entry is presented but where 
a bill of entry is presented prior to the date on which' the vessel 
enters the port;the date of presentation of the bill of entry is deemed 
under the Act to be the date on which the-entry inwards order is 
given to the vessel. 
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In the case of a v e a l  for which bills of entry had been delivered 
in a  tom House prior to i ts  entry, the entry inwards order was 
granted by the Assistant Collector on 2nd March, 1964. The goods 
covered by the bills of entry filed prior to this date u-ere assessed 

by the Customs House a t  the rates prevailing on 2nd March, 
1964. However, on a representation from two importers that the 
goods concerned should have been assessed a t  the rates in force 
prior to?& March, 1964 on the ground that the vessel was allowed 
by the Preventive m c e r  on Board the ship to unload the gccds on 
29th February, 1964 itself, the Custom House refunded two sums of 
Rs. 29.4245 and Rs. 6,127 to the parties. It was pointed out that the 
refund was irregular because the date of the order of entry inwards 
was given only on 2nd March, 1964 and that the permissicn given 
to the vessel to unload the goods on 29th February, 1964 itself was 
n& in order and accordingly duty was levlabie only a t  the rate in 
fqrce on 2nd March, 1964. A demand for recovery of tbe excess 
refund of Rs 29,445 has been issued and for the excess rdund  sf 
Rs. 6.127 a request for voluntary repayment has been made but the 
particulars of recovery have not been intimated (March, 1969). Psr- 
ticulars of other goods imported by the same vessel which mere 
assessed a t  the rate of duty prevalent on 39th February, 10E4 are 
awaited from the Custom House. 
[Paraqraph 12 of Audit Report (Civil) on Revenue Receipts, 19691. 

1.50. Under section 31(1) of the Customs Act. 1962 the =aster of 
n vessel is debarred from permitting unloading of thr imported goods 
un le~s  an order is given by the Customs authorities granting final 
entrv inwards to the vessel. According to Sect~on 15  bid, the rate 
of duty will be that in force on the date on which a bill of entry 
is  presented under Section 46, but if the bill of entry i s   resented 
beforc the date of entry inwards of the vessel, the bill of entry is 
to be deemed to have been presented on the date of such entry in- 
wards. 

1.51. The Committee u7ere informed that durlng the per!od im- 
mediately preceding the presentation of the Budget, all entry in- 
wards to vcssels are granted by the Assistant Collector in-charge 
of Import Department. For other times the proper oflicer to grant 
entry inwards under Section 31(1) is the senior-most UDC in the 
Import Department. In the present case the Assistant Collector i n  
the Import Department was the competent officer to qrant entry 
inwards to the vessel. The heventive Officer was not empowered 
to grant entry inwards. However, as a general p a r a n t %  for all 
the vessels of the compan'y had been given by the Steamer Agent, 
the Preventive Officer allowed the vessel to discharge the goods. 



1.52. Regarding the circumstances in which refund wm &wed 
$0 the importers mentioned in the Audit Paragraph, the Cpmi,tee 
were apprised of the following position. The goods wem imported 
by the first importer by the ship arrived in Customs Port on 27th 
Februaly, 1964, but was granted entry inwards on 2-3-1964, The goods 
were assessed to duty a t  the enhanced rate prevailing on the 2nd 
March, 1964 and the party paid the duty accordingly. The importer 
being aggrieved by assessment made a t  the enhanced rate represented 
to the Additional Collector of Customs, Bombay that the Steamer 
Agents had applied for entry inwards by submitting the reqoired 
papers (Import Manifest) to the Import Department on 48-2-1964, 
particularly as the vessel had discharged cargo on 29-2-1964 itself. 
The Additional Collector of Customs examined the request of the 
party and, having regard to the documentary evidence produced by 
the party and the circumstances of the case, passed orders that the 
discharge of the goods in question might be deemed to have taksn 
place on 29-2-1964. The party was advised on 15-12-1964 to follow 
the normal procedure for claiming refund. When they came to the 
Assistant Collector, the Assistant Collector admitted the refund claim. 
The Assistant Collector took the Additional Collector's decision to 
mean that it revised the date of entry from 2-3-1964 to 28-2-1964. 
Consequently he allowed refund amounting to Rs. 29,445 on 15th 
April, 1965. 

1.53. In the other case, the importer filed a bill of entry 
for a consignment of Nylon Yarn ex. the same vessel, which was also 
assessed to duty at the enhanced rate prevailing on 2nd March, 1964. 
Thc party paid the duty, but applied for refund on the same grounds 
as the first importer. The claim was rejected by another Assistant 
Collector of Customs on 5th October, 1964 in view of the fact that the 
date of entry inwards was 2nd March, 1964. The party went in appeal. 
The appellate Collector took into consideration the decision of the 
Additional Collector of Customs referred to earlier. and admitted the 
appeal. Consequently, refund of Rs. 6127/- was granted in this case. 

1.54. The Committee enquired whether, apart from the two cases 
mentioned in the Audit ~aragraph, there were other similar cases. 
They were informed that in another identical case of a consignment 
imported by the same vessel, a refund of Rs. 10,484 was granted on 
appellate orders by the appellate Collector on the same grounds. The 
Bombay Custom Hbuse had reported that "there has been no case of 
this nature on consignments imported by the vessel in question." 

In reply to a question, the Ministry have stated that the two parties 
mentioned in the Audit paragraph had filed applications for refund 
of customs duty on 11th September, 1964 and 20th August, 1964 res- 
pect ivelg. . 
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1.55. During evidence, the representative of the Board stated that 
for purpge of levy of duty "one has to go by the date of entry in- 
wards:'. But for the orders passed by the Additional Collector, the 
Assistant Collector would not have admitted the refunds. 

1.56. The Finance Secretary stated that this sort of problem could 
arise always by the end of February when the new Finance Bill is 
introduced. Since the rates in the Bill come into effect from 1st 
March, the time element would be crucial during the last few days 
of Febrtiary. To obviate the recurrence of cases of this type, instruc- 
tions had been issued by the Board asking the Collectors to "ensure 
that orders granting an entry are issued by the 28th February, in all 
cases which qualify so that entry is not required to be granted sub- 
sequent to the 28th in case of vessels which start loading or unload- 
ing by the 28th February." 

1.57. The Committee desired to know the latest position regard- 
b g  recovery of excess refund granted in the above cases. In a note, 
the Ministry of Finance have stated : 

"Out of the less charge amount of Rs. 29.445/- a sum of 
Rs. 22,2341- has since been recovered from the first importer 
and the remaining sum of Rs. 7,211 I- is yet to be recovered. 
As regards the recovery of the amount of refunds from second 
importer since the refunds were granted to him on the basis 
of the orders passed by the Appellate Collector on the appeals 
of the parties, no less charge demands could be issued to them. 
The parties were, however, requested for voluntary payment, 
but they have not complied with the requests." 

1.58. The Committee are unable to understand how refund was 
permitted in this case. In law, the rate of duty applicable is to be 
reckoned with reference to the date on which 'entry inwards' of 
a vessel is permitted. As in this case the 'entry inwards' was given 
on 2nd March, 1964, the goods should have been charged to duty on 
the basis of the rates in force as on 2nd March, 1964, and not with 
reference to the rates of duty in force as on 29th February, 1964, 
when the vessel actually discharged the goods. 

1.59. The Committee note that out of a refund of Rs. 45,654 allowed 
in three casea, refund amounting to Rs. 16,609 Is not susceptible to 
recovery, unless the assessees choose voluntarily to refund the monty, 
as refunds were allawed in the course of appellate proceedings of the 
balance of Its. 29,445, a sum of Bs 22.234 has been recovered. The 
Committee would like to be apprised of the outcome of efforts to 
recover the balance, as ,also of the attempts to obtain voluntary 
rehnds  born the other two parti- . 



1.60. Them ir dhcr PObt in thts CUM9 w b b  Lbs ~ o m m ~ ~ &  
wodd We to mention. The +csiwl W ~ S  ab-y nasdy Es barge 
goods on 28th February, 1964 and bad a p p l f d  to the 1- apart. 
menl with all relevant documents far wt of entrg hWamds an that 
day. There was, therefore, no ju8tificat;on to have a y e d  grant 
of miry inwards 9 2nd March, 1969 particularly when h t  &oula have 
been apparent that this was a crucial period, when delay could affect 
duty liability of goods to be discharged. l'he Committee hope that 
Government will issue strict instrnctions k, ensure that thete is no 
repeution of a case of this Mnd. 

1.61. The Committce note that the Preventive Omcer in tBis 
allowed the discharge of goods before entry inwards was granted by 
the Assistant Collector of Customs. This was legally not pernliss~ble. 
The Committee would like the case to be investigated to pinpoint 
responsibility for the various failures 

Loss of Revenue due to wrong admission of agency commission. 
Audit Paragraph 

16'7. Accordmg to instructions ~ssued In September. 1955 and 
A:~gust 1956 for valuation of goods for assessment to customs du ,y  
the agency comm~ssion allowed to sole Importers of agency products 
should he excluded from the assessable value of goods imported by 
the soie agent. The deduction on account of agency comm~ssion IS 
not, however. admissible ~f the imports by independent ~ a r t i e s  es- 
ceed 10 per cent of the value of imports made by the agents. For 
this purpose, the books of accounts of the agents should be examined 
at  perlodlc intervals and a watch also kept on importation by third 
partles to see that the exclusion of the agency comm~ssion from the 
assessable value contmued to be admissible. 

In March. 1963, it was observed that the valuation of imports made 
by a particular firm in December, 1962 had been arrived a t  by a 
Custcm House after deducting the agency commission from the gross 
invoice values. The admissibility of the deduction was decided after 
examination of their books of accounts conducted in December, 1955. 
The next revision Initiated in 1961 was completed in March, 1963. 
The failure to conduct the investigation a t  earlier intervals as pres- 
cribed had resulted in loss of revenue of Rs. 1,74,458 from 1959 to 
1962 as the agency commission allowed to this Arm during the period 
\\as found to be inadmissible. 

The Ministry have stated that it was only from 1959 onwards 
that impyts  by independent parties excetded 10 per cent of the 
w!ue of the imports made by the agents and therefore, the review 
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~ . r t  was wdprtab during 
notehavq disclosed the change in the channel of &I- abb #@@W 
would,bve been no occasion to disallow the agency CO-0a 
The next review which was undertaken in March, 1981 could not 
be completed till December, 1982 as the Custom House had to en* 
into lengthy correspondence with the Arm. As the importers w- 
delaying the submission of the information, an ad hoc dedsfon 
was taken in March, 1963 to disallow the agency commission. They 
have a d w  that if the scrutiny had been completed after the u d  
few fnonths near about the end of 1961, the only loss that would 
have averted would have been in respect of the year, 1962. 

The periodicity for reviewing the books of importers in India 
having special relationship with suppliers abroad has been Axed 
under executive instructions as a matter of convenience having no 
statutory backing. A review conducted in 1959 would have reveal- 
ed that the sole agency commission was inadmissible and the fur 
ther +as of revenue would have been avoided. 
[Paragraph 13(i) of Audit Report (Civil) on Revenue Receipts, 19693. 

1.63. The Committee desired to know the periodicity prescribed 
for examination of books of sole agents to determine whether the 
deduction of agency commission from gross invoice values fcr pur- 
pose of assessment of customs duty was admissible. In a note, the 
Ministry of Finance have stated as follows: 

"The periodicity for reviewing or examination ~f the books 
of importers has been prescribed as within two months of the 
lapse of two years from the date of last decision (vide Chapter 
IIA of Customs House Appraisers' Standing Orders). (How- 
ever), there are no specific instructions or orders of the Board 
on the subject." 

1.64. Explaining why the periodicity prescribed could not be ob- 
served in this case, the Ministry have stated : 

"Till 1959 imports by independent parties did not exceed 
10:L of the value of the imports made by the agents and the 
next review due in early 1961 was actually undertaken by the 
Custom House, when they had to enter into lengthv corres- 
pondence with the firm who sought several clarificaiions and 
adopted dilatory tactics where-upon the Department took an 
ad hoc-.decision in March, 1963, to disallow the Agency Com- 
mission." 

1.65. Taking note of thq fact that the review of the books of the 
fmporteru undertaken by the Custom House in March, 1961 could not 



be completed till December, 1962, as the importers were delaying 
the submission of the requisite information, the Committee desired 
KI know whether any time-limit for completing scrutiny ot books of 
importers had been prescribed by the Ministry of Finance. They 
were informed by the Ministry that no time-limit for this purpose 
had been prescribed. 

1..66. The Committee desired to know why, pending the scrutiny 
of accounts of the firm by the Custom House, the imports of the firm 
were not assessed provisionally. In their reply, the ~ i n i s & y  of 
Finance have stated : 

"Provisional assessments in such cases are oridinarily not 
resorted to avoid uncertainty in the field of indirect taxes, 
the incidence of which is normally transferred to the cowu- 
mers." 

I). 

1.67. The Committee enquired whether there were any prcvisions 
for safe-guarding revenue in the event of the examination reveding 
that more duty was leviable than that collected. In a note, the 
Ministry of Finance have stated as follows : 

"Under Section 28 Customs Act. 1962, it is now possiblc to 
cover cases of short levy etc. upto a period of 5 years provid- 
ed the short levy was caused by collusion, wilful mis-state- 
ment or suppression of facts by the importer." 

"In the form of bill of entry introduced in 1964, the im- 
porter is required to make a declaration whether he has any 
relationship with the foreign supplier of the goods. All cases 
of sole selling agents which come to notice by this means are 
listed in the Custom House and the commission payable is 
ascertained." 

1.68. The Committee desired to know whether any step had been 
taken by the Department to ensure that cases of this type did not 
recur. The Ministry of Finance have stated as follows : 

"With the coming into force of Valuation Rules, 1963, it is 
no longer relevant or necessary to ascertain the percentage 
of imports by the sole agent as compared to the. total imports 
of that article. Hence, there would be no instances of this 
kind of duty loss, where percentage of imports by parties 
other than the sole agent was less,in a particular period and 
later such percentage increased." 



' 1.69. In reply to another question, the Ministry have stated that 
no 0ther.case of loss of revenue on account of delay in examination 
of importers' books of accounts had come to notice. 

1.70. 7!he Cemdtbe regret that due to the dilatory proceUure 
Idopted by the importer, Government suffered a loss of Bs. 1:7S 
Mdm in this case. The Department also failed to take steps fo 
safegosrd Government revenue. 

1.71. For dekrmining whether a rebate towards agency commb- 
rim haimed by the importer was admissible, the Department had, 
awxdiag to the staading orders, to exadne  their books at hints- 
vals of -two years. This examination was required under the Rules 
to be completed in two months. The review of the aeeounts of the 
of the importer in this case which, according to these orders, was 
dye in 1958 was not taken up till Mamh, 1961. The investigations 
dragged on till March, 1963, due to the tactics adopted by the im- 
Wrter. Ultimately an ad hoc decision was taken to disallow the 
agency c o d d o n .  During the intervening period, nothing was 
done by the Department to safeguard revenue by making a pro* 
sional assessment with the r e d t  that by the time the Department 
took the ad hoc decision to disallow the c o d s s i o n ,  it had already 
lost revenue to the tune of Rs. 1,74,456. The Committee are hardly 
convinced by the explanation of Government that provisional ~lssess- 
ments d d  have created ancertalnty regarding incidence of duty 
to the impartor. As the uncertainty was created by the importer 
himself, the Committee feel that Government shoald have taken 
steps to raise a demand on the basis of provisional assessments. 

1.72. For the future, the Committee trust that examhatian d 
books of importers for purpose of determining admissibility of 
agency commission will be made well in time. The revised proce- 
dure prescribed in 1963 no doubt casts on the importer tbe duty 
of making a declaration. If the declaration is foand to be fa lse  or 
incorrect, a period of five years i s  available to correct m y  - 
ment made on the basis of that declaration. However, it will be 
necessary for the Customs Department to take steps b exambe 
the books well within this period of five years, so that any clafarr; 
that might arise against the importers could be preferred before tbe 
timobar becomes operative. 

Loss of Revenue due to wrong interpretation of Over-time RFlk. 

Audit paTa&aph 

1.73. According to th: overtime rules applicable at  the ports 
under the Central Excise Collectorates of Cochin and Bangal- 



requiring the *rdm of C u s m  Omnn on ~-,,,l,+;, 
beyond free hours on %'orking my fern ;he 

prescribed hourly rates subject to a minimum fee Axed firr the 

different grades of olfi~iak posted for It ww WticCld that 
fioVgh overtime fees were being recovered at hourly rates, (he 
prescribed mminimurn fees where neCesslV Were not bebg recovod 
by these ports. The short reCOVely On this a c ~ o ~ t  during tbe period 
from April, 1964 to June, 1966 in the two Collectorates has been in. 
timated as Rs. 50,591 of which a sum of Rs. 6,851 has been r&ouercd, 
These do not include particulars for eleven months in the period 
April, 1964 to June, 1966 in respect of ports in the AUeppby Circle 
of Cochin Collectorate which are reported to be not available. 
IParagraph 13(ii) of Audit Report (Civil) on Revenue Receipts, 19691 

1.74. The Committee called for information on the following 
points: 

"(i) Whether there was any short recovery of overtime. fees 
from merchants in the two Collectorates mentioned in the 
Audit Paragraph prior to 1.4.1964; 

(ii) Whether the Department had ascertained the total loss of 
revenue for the period from 1.4.1964 to 30.6.1966 from lower 
formations; 

(iii) Whether the Department had also ascertained that there 
had been no loss of revenue in other Customs Houserr on 
account of incorrect interpretation of overtime rules." 

1.75. The information furnished by the Ministry is reproduced 
seriatim: 

"(i) The amounts short recovered in the two Collectorates 
mentioned in the Audit para prior to 1.4.64 are as 
 follow^,:- 

Amount Period 

Rs. 

Collect.xxc of Central Excise, Cochin . . . 14,528 5-10-63 to 31-3-64 

Co1le:r orate of Central Excise, Bangdore . . . 2,787 1-1-64 to 3 1 - 3 4  - - - --- 
(ii) The Collector of Central Excise, Cochin, who was asked to 

ascertain the full figure in this regard has reported that no 
particulars relating to Alleppep Circle of Cochh Collec- 
torate could be gathered due to non-availability of can- 



neded records avm in the Accountant General's M c e  in 
respect of &e m m t b  of April 1964, JanuaryI lM5, Feb- 
ruary 1965, October lM, November 1965, December 1965 
and January 1968. The total for the entire period from 
1.4.1964 to 30.6.1966 (excluding the above 7 months) is 
Rs. 24,5841-. 

(iii) The Department has ascertained that there has been no 
alleged loss of revenue in other Custom Houses on account . of interpretation of over-time rules in question." 

1.76. !n their reply, the Ministry of Finance have added: 

"It has been clarified in this Ministry's Letter dated 3.1.1970 to 
the Additional Deputy Comptroller and Auditor General 
of India that, on reconsideration of the issue involved, 
this department is of the view that there has not been any 
loss of revenue." This view is based on the following 
premises: 

(i) Rule 4(c) of Overtime Rules clearly stated that "overtime 
fern levied under the above rules shall be paid in full to 
the officers concerned". 

(ii) Rule 5 provides that where overtime work is done in con- 
tinuation of duty hours, payment to the officer as well as 
recovery from the merchants will be a t  the hourly rate 
and not at the minimum rates. 

.I 

1.77. The Ministfy of Finance have however stated that "the word- 
ing of Rule 5 unfortunately leaves room for doubt" and i t  is possible 
-to interpret it, as Audit have done, to mean that the minimum rate 
should b? recovered. 

1.78. The Committee note that, according to the view held by Audit, 
.merchants requiring the services of Customs Officers on holidays and 
beyond free hours on working days are required to pay, under the 
Overtime Rules applicable to Ports under the Central Excise Collec- 
torates, fees at stipulated hourly rates subject to prescribed minima. 
On this basis there was a short-recovery in the Central Excise Col- 
lectorates of Cochin and Bangalore amounting to about Rs. 68,000 due 
to the failure to enforce the minimum rates of recovery from m e  
ahants. A sum of about Rs. 7,dlM, has been since recovered from the 
menchants on this account. Government have however now con- 
tended that there has been no loss of revenue, as it was not tbeir in- 
tention to re'eover the minimum fees, except under e r ta in  cirrpllw- 
tances which did not hold good in these cases. They, have, however, 
added that the wording qf rules on the subject ttdortmratgly 1-VH 
room for doubt. 



1.7#. The Committee dnire that .huu. sboald 
examin* 6s whob n u t f ~ ,  h  cold^^^ A d $ .  hduding 
the que&on of amendmat af rules that they d l  oat t h ~  intm. 
tien of G o v e m e n t  in unmistPkable terms. 

Excess levy of Customs Duty 
Audit Paragraph 

1.80. (i) 540.056 kilo litres of Transformer Oil import* in April, 
1966 were charged to customs duty by a Custom House a t  40 pt?r cent 
on the basis of value of Rs. 4,72,650 determined by them as the assess- 
able value of the consignment. The consignment was correctly 
chargeable to duty on a tarifP value of Rs. 640 per kilo litre at  27 per 
cent ad valorem only. The resultant excess levy of Rs. 1,31,985 was 
refunded to the party in July, 1968 when the error was pointed out. 

[Paragraph 14 (i) of Audit Report (Civil) on ~eveGue  
Receipts, 19693. *' 

1.81. The Committee were given to understand by Audit that there 
was a change in the rate of duty on transformer oil with effect from 
1.3.1966. 

1.82. The Committee desired to know the circumstances in which 
the Custom House applied a rate of duty obtaining prior to 1.3.1966 
on an import made subsequently. In a written reply, the Ministry of 
Finance have stated: "The application of incorrect rate of duty in this 
case was an omission." 

1.83. In reply to another question as to how the Internal Audit De- 
partment failed to notice the mistake, the Ministry have stated that 
there was an omission on their part also. 

1.84. In reply to a further question, the mini st^ have stated that 
there were no other cases of similar over-assessment. 

1.85. The Committee observe that the Department assessed trans- 
former oil on tbe basis of a valuation, which was at variance witb the 
tariff value fixed by Government, while -ng the asmmmmt. There 
was also an omission to take note of a change b the rate of duty 
which had been effected from 1.3.1966. The d s s i o n s  also escapad 
the nstice of Inttma1 Audit whicb checked tbe assessment. While 
the Committee n e b  that the cxceu levy bas b e a  refunded to the 
importers, tbey cannot help observing that this was dome two yerrn 
after tht dak of import. The Camnittee nll) like to dmm the need 
for extreme ome in ialtiPI ammmnenl. As painted out -in pan- 
m p h  2.91 of their 72nd Repert (Fonrth Lok Gabha), tha incidence 



.kdntr b$ andlargedevolreson t b . r r r r r ~ . l * q d . 1 -  
wayn. bb posstble to locata, ii, iollowfnf m mdll~~---13, 
ment decide to ntpnd the amaanh reeovered In exaes. Et b 
fore hper&1~c that over-mmmnents are correetcd 8s rpaadily as 
possible, so that the conswar Is not inequitably bardmed and a 
dealer docs not get a fortnltons benefit. 

PYCCSB levy of Customs Duty 
Auait Paragraph 

1.86: According to a tariff ruling issued by the Government of India 
in April, 1965 "Fork-lift trucks" are not liable to Central Excise duty 
being considered outside the purview of item 34 of the Central Excise 
Tariff (Motor Vehicles). In September, 1965, the Central Board of 
Revenue clarified that 'platform trucks' like 'fork-lift trucks' were 

.,also outside the purview of item 34 ibid. But in a major Custom 
Hoyse, the above rulings were given effect to only in Febmary, 1961 
on the ground that the Board's orders of April, 1965 and mternber ,  
1965 were not endorsed to the Custom House. This resulted in an ex- 
cess collection of countervailing duty amounting to Rs. 56,917 on con- 
signments of seven fork-lift trucks and two platform trucks imported 
in June, 1965, and January, 1986 respectively. 

The incorrect levy was detected by the department in December. 
1966 and April, 1967 by which time the refund had become time 
#barred. 

[Paragraph 14 (iii) of Audit Report (Civil) on 
Revenue Receipts, 19681 

1.87. The Committee desired to know the reasons for n o n d o r s e -  
ment to the Custom Houses of the orders issued by the Board in 
April and September, 1965 regarding levy of countervailing duty on 
'Fork Lift Trucks and Platform Trucks. In a note, the Ministry of 
Xinance have stated as follows: 

'The orders issued by the Board in April and September, 1965 
regarding the levy of excise duty on Fork Lift Trucks and 
Platform Trucks were not endorsed to the Custom 
Houses due to an omission. Necessary action has been 
taken to ensure that all notifications, tariff rulings and 
clarifkatory instructions and general orders relating to the 
1- of central excise duty are invariably sent to the Col- 
lectors of Customs." 

1.88. The Committee desired to be apprised of the arxzmgements 
sbtaining in the matter of communication of Government of India 
4179 RS--37. 
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mard ing  Iwy of countervailing duty b Custom H0u.m~. h' 
their written reply. the Ministry have stated: 

"At present instructions regarding levy of countervailing duty 
are being issued as Tariff Rulings which are addressed to 
all Collectors of Customs. Instructions regarding levy of 
excise duty, which have a bearing on levy of countervail- 
ing duty, are now invariably endorsed to all Collectors of 
Customs also." 

1.89. In reply to another question, the Ministry have stated that 
there were six other cases in which the excess levy of countervailing 
duty on imports of such trucks could not be refunded due to time-bar. 
The excess levy involved in these cases was Rs. 1.25,986. 

1.90. In paragraph 1.37 of their 72nd Report (Fourth Lok Sabhe ,  
the Public Accounts Committee (1968-69) comn~ented upon a similar 
case in which there was a short levy to the tune of Rs. 1.43 lakhs on 
account of non-endorsement of in~tructlons having a bearing on levy 
of countervailing duty by the Central Excise Wing of the Ministry 
to all the Custom Houses. 

1.91. The Committee regret to observe that there was a failure on 
the part of the Central Excise Wing of the Ministry of Finance both 
in April. 1965 and in September, 1965 to endorse copies of tariff rul- 
ings on the question of levy of countervailing duty to all the Custom 
IIouses. The result was that there was an excess levy of duty to the 
tune of. Rs. 1.82 lakhs in seven ca~es. A similar omission on the part 
of the Central Excise Wing of the Ministry was adversely comment- 
ed u r n  hy the Committee in paragraph 1.37 of their 72ncl Report 
(Fonrth Lok Sabha). The Committee desire that the Board should 
take a serloos view of such lapses. 

1.92. The Committee note that the excess levy has not hrcn re- 
funded in any of these seven cases because of limitation. The Com- 
mittee would in this connection like to reiterate their recon~menda- 
tlon in pamgfsph 1.12 of their 95th R e p r t  (Fourth Lok Sabha). 
Government should in cases of this lrfnd refund excess collections 
suo motu under sectloh 131(3) of 'me Customs Act, without wdtlng 
for the to'come up bevore them dth'a"'feM8ion ,petition. The 
failure of a party M'W legal remedies either fbtbogh inadvert- 
ence or ignorance s h d d  not preclude Government fmm exercising . . 
their powers under law. 

1.93. The Committee need hardly re-stress that undue ddmys in 
m a k b * r c f a n d s i n  mcberaer can r d t  in f i3aqulhs burden or a 
fortuitous benefit which should be avoided. 



Audit Paragraph 

1.94. ~ o t o r  vehicles imported by members of an automobile club 
or a w a t i o n  belonging to the Federation Internationale De L' Aut* 
mobile or the Alliance Internationale de Tourisme visiting India for 
a temporary stay are exempted from the payment of customs duty 
pro;id& (1) they are covered by a Triptyque or Carnet issued by the 
a u ~ m ~ b i l e  association concerned in the approved form and duly 
gu%al?teed by the Western India Automobile Association and (2) 
they are re-exported out of India within six months from the date of 
import. The period of. retention of the vehicles in I n d a  can be ex- 
tended for a further period not exceeding six months by the Collec- 
tbrs of Customs under certain circumstances. Where the vehicles are 
p o t  re-exported within bhe period so allowed, the Customs duty 
leviable thereon becomw recoverable from the importers or from the 
guaranteeing associations by the issue of a demand for the duty with- 
in a year of the date of expiry of the period upto which retention of 
the vehicles has be& allowed. 

It was noticed that even though six motor vehicles imported under 
the system during 1950 to 1956 were not re-exported within the speci- 
fied period, the duty~leviable thereon was not recovered by a Custom 
House. The guaran{eeing associations did not also pay the duty as 
the Custom House failed to demand the same from them within the 
stipulated period. 

Particulars of similar other cases In the Custom Houses where the 
cars imported under the Triptyque/Carnet system have not been r e  
exported within the period allowed and the duty leviabIe thereon 
due to such non-reexport have been called for from the department 
and are awaited (March, 1969). 

[Paragraph 15 of Audit Report (Civil) on 
I I Revenue Receipts, 1969 ] 

1.95. The Committee desired to know the latest position of the 
cases mentioned in the Audit paragraph. In a written reply, the Min- 
istry of Finance have stated as follows: 

"It has been ascertained from all the motor vehicle registra- 
tion authorities that none of the six vehicles in question 
w'as registered in the States or Union Territories. Evident- 
ly all these vehicles had been re-exported out of India." 

1.96. Taking note d the fact that the Western India &tomobile 
Association had stood guarantee for the cars imported under Tripty- 



SO 

gue, the Committee enquired whether guarantae 'in any oi thq CfHpb 
mentioned in the Audit paragraph had been invoked. In their 'written 
reply, the Ministry have stated as follows: 

'The demands for the payment of duty were raised against 
the Western India Automobile Association, the guarantee- 
ing Association in these cases, but they did not accept the 
responsibility for payment of duty as the claim against 
them was made after the expiry of one year's period of, the 
validity of the carnet papers, as laid down in article 26 of 
"Customs Convention on temporary importation of *private 
road vehicles". 

1.97. The Committee desired to know whether consolidated infor- 
mation about the cars allowed inside the country under Triptyqut 
was available. They also wanted to know whether any instances hah 
come to notice where cars allowed under Triptyque had been used 
as carriers for smuggled goods. In their written reply, the Ministry 
have stated as follows: - 

"No cmsolidated information is available. However, each field 
formation through which such cars enter, maintains regis- 
ters wherein all relevant information about cars imported 
under triptyque is maintained. Five instances have come 
to notice where cars brought under triptyque system have 
been found to have been involved in smuggling of goods. 
The following precautions are observed by the Staff at the 
points of entry and export to prevent smuggling of goods 
in cars imported under the triptyque procedure". 

"(8) all cars brought under triptyque are examined both 
at the time of import and export to detect whether the 
vehicles have any secret cavities etc. for concealing 
goods; 

(b) cars allowed under triptyque are searched t50roughly 
by customs o5cers whenever suspicion arisea and in 
case where an advance information is received about 
the use of the cars for the purpose of concealment of 
contraband." 

1.98. The Committee were apprised of the following position re- 
garding cars imported under Triptyques in other ccstom offices : 

(1) Kmala: In two cases where re-exports did not take place 
within the stipulated period, vehkles were seized and 
necessary action taken. 
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(2) Calcutba: One motor-cycle imported under M.pVqw WM 
. re-exported 
(3) Delhi: 

13 cases:-Vehicles have been seized and adjudication is 
pending. 

12 cases:-Demands aggregating Rs. 1,50,846 were raised 
against the Automobile Association and are 
pending realisations. 

. 5 cases:-Pending for want of particulars of exports. 

'(4) Bombay: Out of 41 cases demands have been stated to 
have been issued promptly as and when cases became ripe 
for enforcement action. 

. 
. 1.99. The Committee note that six vehicles imported by various 
parties under the M p b q W C a r n e t  system, on the guarantee of 
Automobile Associations/Clubs, were not re-expoded within the spe- 
cffied period and therefore attracted customs duty. The duty eodd 
not however be recovered, as the claims against the guarantors were 
preferred long after the expiry of the prescribed time-limit of ono 
year for raising such claims. Government have stated that "evidently 
all these vehicles had been t~uparted" but thls mnst bt deemed 
to be only a conjecture, since it has not been substantiated with re- 
ference to relevant customs records. The fact that fn Delhi Circle 
5 similar cases of imports under the Mptyque  have been reported 
by Audit as pending for want of particulars of cxpart.i suggests 
that the Customs Department has not been alert in taking follow-up 
action. In any case, the fact remains that la regard to the f o r m  
tng six cases, the Department did raise a demand for duty which 
they could not enforce. The Committee wodd like It to be inveo- 
tigated why the demands were belatedly raisd. 

1.100. The Committee also note that flve 0th- Eostances had come 
to notice where cars brought under the Triptyque system were found 
to have been involved in smuggling of goods. The Committee de- 
sire that Government sPhould exercise due vigilance on the vehicles 
Imported under the Mptyque/Cornet sysfem and take every pos- 
sible precantlm to ensure that these uc not used for smuggling or 
oancenlment oi amtmband. 

1.101. The Committee would also like Government speedily to 
finrllse adjPdlertion procadfnp tn Delhi Circle in nspact of it 
other cats imported nndh  the Triptyqat acbame. 



Audit Paragrapi~ 
1.102. The total amount of customs duty remaining unrealised 

for the period upto 31st March, 1968 was Rs. 88.52 lakhs on 31st Octo- 
ber, 1968 as against RS. 71.52 lakhs for the corresponding period in 
the  previous year. Out of the sum of Rs. 88.52 lakhs, Rs. 51.24 lakhs 
,have been outstanding for more than one year. 

0 

In addition, the department have requested for voluntary pay- 
ments of Customs duty amountmg to Rs. 30.84 lakhs in cases.where 
regular demands have become time barred. This amount is also 
pending realisation. 
[Paragraph 16-Audit Report (Civil) on Revenue Receipts. 19691. 

1.103. In a note furnished to the Committee, the Ministry of 
Finance have stated : 

"According to para. 16 of the Audit Report (Civil) on 'Re- 
venue Receipts, 1969, the total amount of Customs Duty re- 
maining unrealised for the period upto 31st March, 1068 was 
Rs. 88.52 lakhs on 31st October, 1968 as against Rs. 71 52 lakhs 
for the corresponding period in the previous year. thus showing 
an increase of Rs. 17 lakhs. Before incorporating these figiires 
In the Audit Report, the Comptroller and Auditor Gcnerai of 
India had asked for confirmation of the Custom House-{vise 
figures. While confirming the figures in this Ministry's l f~t ter  
F. No. 8/2/69-CUS.VI dated 23rd May, 1969, i t  was clarified 
that the actual figures relating to confirmed demands in respect 
of the Delhi Central Excise Collectorate were Rs. 11.37 lakhs 
a. agaist Rs. 19.11 lakhs given in the draft Audit Para by the 
Comptroller and Auditor General. The latter figure includes 
both confirmed as well as unconfirmed demands of duty lvhile 
the Audit Para confines itself to confirmed demands only. 
Thus, there is an increase of Rs. 8.04 lakhs in the figure on 
account of the inclusion of the unconfirmed demands. 

Aga~n, whde the draft para showed an amount of Rs. 3.33 
lakhs against the Baroda Central Excise Collectorate, the 
Collector of Central Excise, Baroda had intimated the 
Accountant General, Maharashtra, Bombay that the correct 
amount was Rs. 1.78 lakhs. Sim~larlg. the' correct amount 
against the Cochin Central Excise Collectorate. should be 
Rs. 5.35 lakhs ~nstead of Rs. 11.56 lakhs because demands for 
RB. 6.22 lakhs were not confirmed and had incorrectly Been 
mclu&d in the figure furnished by the Collector of Customr 



md Central Excise, Cochin. This position was clarified in 
this Ministry's letter F. No. 8j2j69-Cus. V I  dated 31et 
December, 1969. It will appear that a total amount of Rs. 
15.81 lakhs has, therefore;-to be excluded from the amount of 
Rs. 88.52 lakhs shown in the para, thereby bringing down the 
figures of arrears to Rs. 72.71 lakhs which, when compared w.th 
the previous Years figures of 71.52 lakhs, shows only a nrgli- 
gihle increase. . A sum of Rs. 17.50 lakhs out of thls amount is outstanding 
in cases which. are pending in courts.'' 

1.109. As regards the time-barred demands for Rs. 30.84 lakhs 
.mentibed in the Audit paragraphs, the Ministry have ind:cated the 
latest position as follows: 

( i )  Amount collected - Rs. 396  lnkhs 
*. 

(ii) Demands withdrawn - Rs 14.97 lakhs 
(i i i )  Amount pending - Rs. 11.89 lakh.; 

1.105. The Commlttet have from time to time ban drawing at- 
%ention to the accumulation Q! arrears of cnstoms duty. They re- 
gret to observe that there has not been any improvement. As 
against the arrears of Bs. 71:52 lnkhs as on 3lst Octoh~r .  1967. the 
amount d arrears as on 31st October, 1968 was Rs. T2:il lakhs. of 
which anears pending for more than one year accounted for nearly 
three-6fths. Thia is on the basis of 'confhned* demands alone, but 
if the total demands raised are taken into account, the figure of 
arrears add up to Rs. 88:52 lakhs as on 31st October. 1968. hr addi- 
tien, the Department have initiated skps for voluntary payment of 
custums duty amounting to Rs. 48:M 1aLhs in cases where the dc- 
man& have become time-barred. The Committee desire tbat tigo- 
rous steps should be taken to realise the mutstandiags. They \vould 
would like to watch the position in this respect &rough f a t a n  Audit 
'Repats. 

ATAL BIHARI VAJPAYEE. 
NEW DELHI; Chairman, 

April 4, 1970. Public Accounts committee. 
6 CmtG-14, 1898 (SAKA ) 



APPENDIX I 
(See para 1.34) 

Copy of Telex No. 125 dated 14-7-196f3 from ABROL CUSTOMS 
CALCUTTA TO LAL FINREV NEW DELHI 

F F E R E N C E  YOUR TELEX NO. 125 DATED 12-7-66. THE 
ESTABLISHED PRACTICE OF THIS CUSTOM HOUSE HkD 
BEEN NOT TO CHARGE COUNTERVAILING DUTY ON S T m E O -  
FLONGS BECAUSE PRIOR TO 2-2-63 COUNTERvAILING DUTY 
WAS LEVIABLE ONLY ON ITEMS 44 AND 44 (4) WHEREAS 
STEREOFLONGS, WAS ASSESSED UNDER ITEM 87 AS THE 
EXEMPTION NOTIFICATION APPEARED UNDER FOOTNOT? 
TO THAT ITEM. EVEN WHEN SECTION 2 (A) OF INDLA~I 
TARIFF ACT WAS INTRODUCED ON 2-2-1963 MINISTRY'S INS-. 
TRUCTIONS WERE THAT DE-FACT0 POSITION PREVAILING 
BEFORE 2-2-63 SHOULD CONTINUE UNDER MINISTRY'S LET- 
TER NO. F 15,3,65-CUS. I DATED 25TH SEPTEMBER 1965 THE 
EARLIER INSTRUCTIONS W E W  RESCINDED AND COUN- 
TERVZ+COUNTERVAILING DUTY BECAME LEVIABLE UN- 
LESS SPECIALLY EXEMPTED. EVEN THEN IT  WAS FEL'l' 
THAT COUNTERVAILING DUTY WOULD NOT BE LEVIABLE 
BECAUSE THE WORDING OF THE EXEMPTION NOTIFICA- 
TION WAS NOT AMENDED TO COVER CUSTOMS DUTY LEVI- 
ABLE UNDER F T SCHEDULE ONLY THOUGH SIMILAR 
AMENDMENT W 3 DONE IN A NUMBER OF OTHER NOTIFI- 
CATIONS. A DOUBT WAS HOWEVER FELT AND LAST MONTH 
LESS CHARGE DEMANDS WHERE ISSUED UNDER THE DIREC- 
TION OF THE ASSISTANT COLLECTOR FOR CONSIGNMENT 
IMPORTED DURING THE EARLIER SIX MONTHS. I HAVE 
EXAMINED THE POSITION AND IT APPEARS TO ME THAT 
EVEN THOUGH WORDING OF THE EXEMPTION NOTIFICA- 
TION WAS NOT AMENDED THE WORDING AS IT IS DOES NOT 
MEAN THAT COUNTERVAILING DUTY I S  EXEMPTED BE- 
CAUSE THE EXEMPTION IS ONLY FROM SO MUCH OF THE 
CUSTOMS DUTY AS IS  IN EXCESS OF THAT LEVIABLE ON 
PRINTING AND LITHOGRAPHIC MATERIAL. MO3I' OF THE 
PRINTING Am) LITHOGRAPHIC MATERTAL OF COURSE DOES 
NOT PAY ANY COUNTERVAILING DUTY BUT ONE OF THE 
ARTICLES MENTIONED UNDER PRINTING AND LTTHOGRA- 



'qHIC MATERIAL IS 'PAPER R O U S  WITH SLIGHT PERFORA- 
TIONS TO BE USED AFTER FURTHER PERFORATION FOR 
TYPE CASTNG'. THIS ARTICLE IS LIABLE TO COUNTERVAUL 
ING fiZmr AND I THEREFORE CONSIDER THAT DUTY LEVI- 
ABLE ON PRINTING AND LITHOGRAPHIC MATERIAL IS NOT 
ONLY THE BASIC CUSTOMS DUTY MENTIONED UNDER ITEM 
72(2) BUT ALSO THE COUNTERVAILING DUTY WHICH MAY 
BE LEVIABLE ON ANY SIMILAR PRINTING AND LITHOGRA- 
PHIC MATERIAL FOR EXAMPLE ON PAPER IN ROLLS WITH 
SLIGHT PERFORATIONS. IN THE CIRCUMSTANCES MY VIEW 
IS THAT COUNTERNAILING DUTY SHOULD BE LEVIED. 

AS'REGARDS THE ARGUMENTS GIVEN IN C. C., MADRAS'S 
LETTER TO THE BOARD DATED 27TH APRIL, 1965 LOADING 
WITH CHINA CLAY TO THE EXTENT OF 21.5 PER CENT DOES 
NOT NECESSARILY MEAN THAT AN ARTICLE IS NOT CLAS 
SIFIABLF: AS PAPER OR BOARD BJXXUSE EVEN ART PAPER 
b~ ART BOAW CONTAINS AS MUCH AS 20-30 PER CENT OF 
CHINA CLAY. THE ARGUMENT THAT STEREOFLONG IS NOT 
STOCKED BY PAPER AND BOARD MERCHANTS IS ALSO NOT 
SOUND BECAUSE THERE ARE VARIOUS SPECIALISED TYPES 
OF PAPEW AND BOARD WHICH MAY NOT BE STOCKED BY 
PAPER AND BOARD MERCHANTS BUT THEY ARE ALL THE 
SAME PAPER OR BOARD. I ALSO DO NOT AGREE THAT 
THESE ARE W C L E S  MADE OF PAPER. STEREOFLONE 'IS 
ONLY A SPECIAL TYPE OF BOARD AND IT CANNOT BE CALL 
ED AN ARTICLE MADE OF PAPER. 



APPENDIX 11 

Sunmtn ry Oj 'Main Caclusion~~ Kccommendation - 
- -  - - - - - - - -. - - . - - - - _  - -- 
S. No Para No. Min~stry/Deptt.  Conclusion /Recommendation concerned 

- ---- - -  - - - - -  
- _ --  

1 7 3 - 4 .- 
. - - -- -- - -- --- _ -- - 

1 1 7  Flnancc Thc Committee note that there has been a rise in m e r ,  
asses~mmts  of customs duty as noticed in Test Audit. ~h~ 
of under-assessments has risen from about RE. 4 23 l&hl in 196263 
t& OVVI Rs 32 36 lakhs in 1967-68. The Committee llte 8 Government to analyse the causes for this rise and apply aeeessa5 
correctives 

-do. - In the opinion of the Committee. the detection O f a  si~eable amount of under-assessments in Test Audit, ~ t e r  a loo 
r cent check of Customs documents by internal Audit, i n d i c a k  th.t 

the wol k m g  01 the Internal Audit Department h defieht.  
C o m ~ r t e e  note that, on the recommendations of the C- 
Team, a number of measurer have recently been taken 
ment to strengthen the Internal A u l t  Department. -- 
desire that, after the new &-up has worked lor m e  Gc- e, %wer,,, 
ment should meke an appraisal of its working and e x w n e  kbether 
its functions and procedures ?eed to be streamlined any furthpk, 



-- - - -- -- 
- I  

2 3 4' I . 
---- -- - - - -. -- - - - 

3 1 21 Finance The Committee observe that dumpeh, e i c h  have been bld by 
Government to attract basic customs duty a t  the stan&& rate of 
50 per cent., were assessed by the Goa CustomhHow at th e- 
sional rate of 30 per cent, resulting in short-levy of nearly Rs* 25 
lakhs. As the matter is at  present pending before the Bombay High 
Court, the Committee would like to reserve their comments st tBls 
stage. 

The Committee, however, cannot help expressing uneasineiis over 
the casual manner in which this case was handled. After the w- 
ment was Hnalised on the first consignment of dumpers imported in 
April 1965, Audit pointed out in September, 1965 that  there bad been 3 
an undei-assessment. It took Government nearly three years there- 
after to come to a final decision on the question as to how these 
dumpers should be assessed I t  is hardly necessary for the Committee 
to say that decisions should be taken promptly in all matters &-g 
a financial bearing. The representative of the  Ministry of Finaace 
himself agreed in evidence that i t  should normally be possible to 
settle doubts of this nature within a period of three months. The 
Committee expect that objections about under-assessment raised by 
the Audit will be resolved within 3 months or so in future. 

The Committee note that some steps have been taken by Go- 
lncilt to rationalise the classification of goods for purpose of levy of 
customs C I L I ~ Y .  A Bill to replace the existing tariff by a much 



comprehensive t a r s  on the pattern of the Brussels Nomenclature 
has been introduced in Parliament. There is also a proposal to have 
a set up of a kind of Central Exchange of Classifications and Evalua- 
tions. The Committee trust that the question of tariff classification 
will be kept continuously under review in the interest of correct and 
speedy assessment of duties. 

-do- The Committee note that, due to a failure on the part of GOV- 
ernment to observe the correct procedures, Government had to forgo 
some revenue in this case (Rs. 5,056) by way of countervailing duty 
on stercoflong. By virtue of an exemption notification issued in May, 
1958, stereoflong enjoyed exemption from countervailing duty, which 
became leviable from 2nd February, 1963. In September, 1965, Gw- 
ernment decided, in the interest of revenue, to charge countervailing u 

QS duty on stereoflong. At that stage, Government should have amend- 
ed their notification of May, 1958. This, however, was not done. 
Instead, they issued executive instructions on the subject. The result 
was tha t ,  while three major Custom Houses at Bombay, Madras and 
Cochin charged countervailing duty on stereoflong, another major 
Custom House, at Calcutta, did not charge duty on the ground that 
the notification of May, 1958 had not been amended and therefore 
continued to be in force. Even later, when references were made by 
the Madras and Calcutta Custom Houses, the Board gave a rrtEing 
that countervailing duty should be charged but failed to amend their 
original notification. It was only subs?queatly that Government 
began to entertain doubts about the legality of their action. In May, 
1969, Government issued a specific notification superseding the origi- ' 

P . 
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. . 
nal notification of May, 1958 and making it clear that countervailing 
duty should be charged. 

Finance (i) The Committee regret that it took Government nearly fW 
years after a decision was taken to charge countervailing duty to 
issue a notification which gave the necessary legal backing to this 
decision While the revenue loss in this case was not signiflcant, the 
Committee hope that Government will appreciate that omissions of 
this nature could have serious repercussions. 

-40.- (ii) The Committee are distressed that the Central Board of Excise g 
and Customs, who are expected to give a lead to lower formations in 
the matter of prompt decisions, should have taken one year and nine 
months to issue a clarification sought by the Madras Custom House. 
The Committee hope that delays of this order will not recur. The 
period normally available to Government for reopening assessments 
relating to customs duty is only six months. I t  is therefore impera- 
tive that decisions on questions of tax liability in this field are 
promptly taken. 

-do. - 
The Committee would like to draw attention to an important 

point ariliing out of this case which has a bearing on the revenue 
interests of Government. In terms of para 1 (iii) of the Indian Cus- 
toms Tariff Guide-Departmental Supplement, an assessing ofecer 



the concerned the need to exercise greater care in making 
assessments. 

-,io.-- The r:ommittee note that out of a refund of Rs. 45,654 allowed in 
three cases, refund amounting to Rs. 1&609 is not SUSce@ible to 
recovery, unless the assessees choose voluntarily to refund the 

refun& were allowed in the course of appellate proceedings. 
the balance of Rs. 29,445, a sum of Rs. 22.234 has been -a 
The Committee would like to be apprised of the outcome of 
to recover the balance, as also of the attempts to obtain voh* 
refunds from the other two parties. 



apparent that this was a ckclirl period, when delay could afIect dy 
liability of goods to be .discharged. The Coromittee h o p  that &v- . 
ernment will issue strict instructions t o  e p u r e  that there is rep- 
tition of a case of this kind. 

The Committee note that the Preventive Officer in this case allow- 
ed the discharge of goods before entry inwards was granted by the 
Assistant Collector of Customs. This was legally not permissible. 
The Conimittee would like the case to be investigated to pinpoint 
respo~sibility for the various failures. 

The Committee regret that due to the dilatory procedure adopted 
by the importer, Government suffered a loss of EEs. 1.74 lakhP fn this 
case. The Department also failed to take steps to safeguard Govern- 
ment revenue. .Q 

A For determining whether a rebate towards agency commission 
claimed by the importer was admissible, the Department had, accord- 
ing to the standing orders, to examine their books a t  intervals of two 
years. This examination was required under the Rules to be corn- 
pleted in two months. The review of the accounts of the  importer in 
this caw which, according to these orders. was due in 1W was. not 
tak;,n up tiil March, 1961. The investigations dragged on till March, 
1963, due to the tactics adopted by the importer. Ult imate  
ad hot dc>ci4on was takrm to disallow the agency commi,wion. b- 
ing thr intervening period, nothing was done by the Department t o  
safeguard rtl\wnup by making a plwisional assessment n.ith the 
suit tha t  by thc time thc Bpar tmcnt  took the ad hoc decision to 



d~saliow thc commission, it had already lost revenue to the tune of 
Hs. 1.74.456 The Committee are hardly convinced by the explanation 
of Government that provi%ional assessments would have created 
uncertainty regarding incidence of duty to the importer. As the 
uncrrtaintv was created by the importer himself, the Committee feel 
that Government should have taken steps to raise a demand on the 
basis o r  plwvis~onal assessments 

Fmancc For thc future, the Committee trust that examinations of books 
of importers for purpose of determining admissibility of agency corn- 
mission will be made well in time. The revised procedure prescribed s 
in 1963 no doubt casts on the importer the duty of making a declara- 
tion If  the declaration is found to be false or incorrect, a period eb 
five years i s  available to correct any assessment made on the basis 
of that dwla~ation.  However, it will be necessary for the Customs 
Department i n  take steps to examine the books well within this period 
of five years, so that any claims that might arise against the import- 
ers could be preferred before the time-bar becomes operative. 

--do-- The Committee note that, according to the view held by Audit, 
merchants requiring the services of Custorqs *cers on holidays and 
beyend free hours on working days a r e  muired to pay. urider'&e 
OrmZime Rule applicabte to Pwts under the Central Excise CoU-m- 
torates. faes at dipulated h ~ u r h  rates subject to prescribed minim* 

3 



b 
On this basis there was a shckt-pcovery in the Central Excise Call% y 
torates of Cochin and Bangalore amounting to about Rs. 68,000 due'to 
the Failure to enforce the minimum rates of.recovery fm mercl8ant;s. 
A sum of about Rs. 7.000. has been since recov&ed from the mer- 
chants on this account. Government have however now contended 
that thew has been no loss of revenue, as i t  was not their intention 
tn lcmyel t l l t  minimum fees, except under certain circumstances 
which did not hold good in these cases. They, have, however, added 
t h a t  the wording of rules on the subject unfortunately leaves room 
for doubt 

-do-- The Committee desire that the Ministry of Finance should exa- 
mine the whole matter, in consultation wlth the Audit. including the 
question of amendment of rules so that they spell out the intention & 
of Government in unmistakable terms. 

--,io--- The Comrnittrv observe that the Department assesscd transformer 
oil on the basis of a valuation, which was at variance with the tariff 
value Axed bv Government, while making the assessment. There was 
also an omission to take note of a change in the rate of duty which 
had been effwtcd from 1st March 1966. The omissions also escaped 
the noticr of Internal Audit which checked the assessment. While 
the Committee note that the excess levy has bcen refvnded to tlre 
importers, they cannot help observing that this was done two 
years after the date of import. The Committee will like to stress the 
nvrd for cxtrcmc. care in initial assessments As pointed out in para- 



-- - - 
graph 2.91 ot t h - ~ r  72nd Report (Fourth tok Sabha). the incidence of 
duty by and large devolves on the consumer whom it may not always 
be p~ss ib lc  to locate, if, following, an 0vc.r-assessment. Government 
decidc to refund the amounts recovered in excess. It is therefore 
~mprra t ive  that  over-assessments are corrected as speed~ly as possible, 
so that the  ccmsumer is not inequitably burdened and a dealer does 
not p t  a fortuitous benefit. 

Finance Th;. Committee regret to observe that there was a failure on the 
part of the Central Excise Wing of the Ministry of Finance both in 
April. 1966 and in Sep t~mber .  1%5 to endorse copies of tariff rulings A 
on the question of levy of countervailing duty to all the Custom % 

Elouws. The result was that there was an excess levy of duty to the 
tun? of Rs. 1.82 lakhs in seven cases .4 similar omission on the  pa* 
of the Central Excise Wing of the Ministry was adverxly  c o m m e n w  
upon by the Committee in 2aragraph 1.37 of their ?%id Report 
(Fourth I,ok Sabha). The Committee desire that the Board should 
take a sirious view of such lapses. 

,- Thc Committee note that the excess levy has not been refunded 
in any of these seven cases because of limitation. 7"hc Committee 
would in this connection like to r e i t c r a t ~  their recommendation in 
paragraph 1.12 of their 95th Report (Fourth Lok Sabha) Govern, 
ment should in cases of 'this kind refund exceks collections SWJ T~~~ . 
undrr =cctlnn 131(3) of t h ~   custom^ Act uithout waiting for th, 
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parties to come up before them with a r e d o n  petition. The failure 
of a party to seek legal remedies either through inadvertence or 
ignorance should not preclude Government from exercising their 
powers under the law. 

-do- The Committee need hardly re-stress that undue delays in mirking 
refunds in such cases can result in inequitous burden or a fortuitous 
benefit which should be avoided. 

do- The Committee note that six vehicles imported by various parties 
under the Triptyque/Carnet system. on th: guarantee of Automobile 
Associations/Clubs, were not reexported within the specified period 
and therefore attracted customs duty. Thc duty could not however 
be recovercsd, as the claims against the guaran ors were preferred long 
after the expiry of the prescribed time-limit of one Year for raising 
such claims G o ~ e r n m ~ n t  have stated that "evidently all t h e e  
vehicles had bwn re-csported" but this must be deemed to be only 
a conjecture. since it has not been substantiated with reference 
relevant customs records. The fact that in D e w  circle 5 similar 
cases of imports under the Triptyque have been reported by Audit 
as pending for want of particulars of exports suggest that the Cus- 
toms mpartment has not been alert in taking follow-up action. zn 
any case, the fact remains that in regard to the foregoing sp cases, 
the Department did raise a demand for duty which they could not 
enforce. The Committee would like it to be investigated why the 
demands were belatedly raised. 

-do- The Committee also note that five other instances had come to 
notice where cars brought under the Mptyque system were found to 

--- I -  ______________---------I_--- -- --_ 
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