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INTRUDUCTION 

I, the Chairman of Estimates Committee having been authorised 
by the Committee to submit the Report on their behalf, present this 

Thirty-third Report on Ministry of Finance (Department of Revenue) 
Customs. 

2. The Committee took evidence of the representatives of the 
Ministry of Tourism and Civil Aviation,IInternational Airport Autho-
rity of India, and the Directorate General of Tourism on 19 January, 
1979. The Committee wish to express their thanks to the Officers 
of the Ministry of Tourism and Civil Aviation and others who gave 
evidence and furnished information, which they desired. 

3. The Committee also took evidence of the representatives of the 
Ministry of Finance (Department of Revenue) and the Directora.te 
General of Posts and Telegraphs on 2, 3 and 5 March, 1979. 'The 
Committee wish to express their thanks to the Officers of the Minis~ 
try of Finance and the DGP&T, for placing before them the matetial 
and the Information which they desired in connection with the 
examination of the subject and giving evidence before the Com-
mittee. 

4. The Committee also wish ,to express their thanks to the Federa-
tion of Indian Chambers of Commerce and Industry, Associated 
Chambers of Commerce and Industry of India; Associat~on of Indian 
Engineering lIndustry and All India Importers Association, for 
furnishing memoranda to the Committee and also for giving evi-
dence and making valuable suggestions. 

5. The Committee also wi9h. to express their thanks to all other 
institutions, associations, bodies and individuals who furnished 
"l1emoranda on the subject to the Committee. 

6. The Report was considered and adopted by the Committee on 
April 23, 1979. 

(v) 



(vi) 

7. For facility of reference the recommen.dationsjobservations of 
the Committee have been printed in thick type in the body of the 
Report. A summary of the recommendationslobservations has been 
placed as Appendix. 

Nr:w DELHI; 

April 25, 1979. 
Vaiicikha 5,-1901 --(oSaka). 

SATYENDRA NARAYAN SINHA, 

Chairman, 
Estimates Committee. 



CHAPTER I 

HISTORICAL BACKGROUND 

1.1. Prior to 1 February, 1963 the Customs organisation wa" 
'administering theprovis:ons of the Bel Customs Act, whidh was 
enacted 'in the year 1878, and Cjf the Land Customs Act, 1924. The 
administration of air customs was governed by the Rules made 
'Inder the \Indian Aircraft Act. The Customs Act, 1962 consolidRted 
~he provWons relating to Sea, Land and Air custOms 1trtO'a' single 
comprehensive Act. The Customs Ae':., 1962 came into force on' 1 
February, t963. 

'1;2. The primary functions of the Customs adminisration aN": 

(1) Eaforcingthe provisions of the Customs Act" 1962; 

(U) Collection of import and export duties and cesses as 
fixed undeI' the Indian Tariff Act, 1975 and its schedules 
and other enactments such as the Agricultural Produce 
Cess Act etc. j 

(Ui) Prevention of smuggling of restricted, prohibited and 
dutiable goods; 

(iv) Enforcement of restrictions on imports and exports for 
various purposes under the Imports and Exports (Cont-
rol) Act, 1947 and Foreign Exchange Regulation Act, 1973. 

(v) Computation of Trade Statistics and Revenue Returns. 

1.3. The Customs Department controls the movement of persons 
'tnd goods coming into or leaving the country and this check is 
'1'enerally exercised at the priDcipalseaports, airportq and ,at land 
customs stations at important points along the land borders. 

1.4. Customs duties are .an important source of revenue to the 
~entral Government. In the last ten years. the customs receipts 
have shown phenomenal incre8!'e. From about Rs. 513' crates in 
1 A67-168, customs revenue increased bv more than 3~ times to R!'l. 
1,824 crores during 1977-78. As per the Estimates for'tbe year 1'978-79. 
the Central Government is expected to collect Rs. 2116:5 crore8 by 
way of customs duties which would work out to 21.81. per cent of th~ 
totl!' estimated tax revenue of the GovertmttI1t. 
356 LS-l C 
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1.5. Customs duties are collec·!ed according to the rates prescribed 
in the CUstoms Tariff. Till 1976, the Customs Tariff was based on 
the League of Nations NomenclatW'e and was governed by the Indian 
Tariff Act, 1934. With the change in the pattern of international 
trade, the Customs tariff was remodelled on the lines of the Customs 
Cooperation Council Nomenclature. which has been adopted by a 
large number of countries. At present rates of customs duties are 
,~ovemed by the Customs Tariff Act, 1975. While export duties are 
levied on selectlve items, the tariff schedule for import duties 
covers practically every commodity. 

1.6. The Central Board of Excise and Customs under the Depart-
ment of Revenue, is entrusted with the administration of the laws 
relating to the customs. The Board formu1ates the policies for the 
levy of customs duties and ensures their implementation thI'bugh 
directions to the field formations. The Central Board of Excise & 
Customs is one of the two statutory Boards constituted under the 
Central Board of Revenue Act, 1963 as amended. At present, it 
comprises a Chairman and six Members functioning as ex-o~io 
Additional Secretaries to the Government of India. Members 
(Customs) in the Central Board of Excise and Customs is directly 
in charge of the customs work. There is also one AddLtional secre-
tary (Anti-smuggling) in the Department of Revenue in-charge of 
administration of anti-smuggling organisation and field formations. 
The Central Board of Excise and Customs is assisted by a Dum her 
of Directorates such as: 

(i) The Directorate of Statistics and Intelligence; 

(ii) The Directorate of Inspection and Audit; 

(iii) '11le Directorate of Organisation and Management Services; 

(iv) The Directorate of Revenue !Intelligence; 

(v) The Directorate of Communications; 

(vi) The DIrectorate of Training; 

(vii) The Directorate of Drawback; and 

(viii) The Directorate of anti-smuggling. 

1.7; The field organisation of the Customs Department is of two 
t.ypes. At each of the major ports-Bombay. Calcu.ttJl. MadrBfl and 
Cochin-sea and air work is handled bv customs staff under a 
Collector of Custom~. The ~~cJitjol'lal Collectors of Customs posted 



8 
at Goa and Visakhapatnam Customs Houses function under the 
.... ollectors o.f Customs, Bombay and. Madras respectiveJ.y. At Othel" 
IJaports, international airports and the land borders, customs work 

1:; handled by Collectors of Cemral Excise and Customs. 

1.8. The pattern of customs control in the Custom Houses is 
Jadly two-fold:-

(1) Appra1Smg Department which is responsible for appraise-
ment and assessment of im}X)rt and expor.t goods and 
collection of duty thereon. 

(2) Preventive Department for anti-smuggling work. 

1.9. The system of ensuring that all imported goods are duly 
accounted for, for assessment and collection of duty, consists broadly 
in the legal and procedural reqUirements that all vessels and air-
Claft shall ftle a complete list (called the manifest) of all ~oods 
carried in them and that nothing will be off-loaded unless it is mani-
fested. The manifest then becomes one of the basic documents of 
control and procedural requirements to ensure that all entries in all 
the manifests are duly accounted for. Similar and corresponding 
l'Pquirements ensure that nothing is exported out of the country 
without permission of or check by the customs. For the import 
..:argo the importers make a declaration of the value, description 
and other material particulars of the consignment in a Bill of Entry 
which are checked with the corresponding entry in the Manifest. 
The customs officers assess the duty payable after verifying the 
declaration and conducting such other checks as are necessary to 
ensure compliance with the law. After paying the duty, the im-
porters remove the goods after the same have been examined by 
the customs staff posted in the docks. Similarly, exporters make a 
de:-Iaration of the goods they intend to export in a Shipping Bill. 
After necessary scrutiny to ensure compliance with the law, the> 
export duty or cess whereve:r,; . leviable is assessed by the customs 
officers. After payment of duty or cess, the goods are brought by 
the exporter or h:s agent for shipment after examination by the 
customs. 

1.10. As in the case of imports and exports by sea and air, the 
('ustoms also exercise control over all goods imported or exported 
by post in order to collect duties wherever leviable and to endorse 
the restrictions on import and export of goods under the Customs 
Act and other ..rued actl. 
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1<11. The' CUBtomS Act, ]962 provides for' appoillltment. of··public 
w.arehousesand licensing of' pI':vate ·bonded warehoU6811· where im-
ported good6 m·ay be deposited without payrnelUi 'of I duty. The. Cus-
toms Act has ·a provision under' whi~h 'manufacture"anchoths, opera-
tions in relation to goods can be carried out in a warehouse. 

1.12. Subject to fulfilment of the prescribed cQn~i6ns, draw-
back upto 98 per cent of customs duty paid on hnportation of an 
article is granted on its export out of India. In respect of articles 
taken into use after impOl'tation, drawback is paid ·at·tWe 'rates pres-
cribed by the Central Government having regard ·to· the various 
relevant ci.rcumstances. In accordance with' the pl'Ovi!ions of section 
75 of t'1e Customs A:t and Rules framed thereunder drawback of 
customs duties paid on imported. materials when used in- the' manu-
facture of goods for export is also permitted. 

1.13. Preventive Department of the major Custom Houses func-
tions under the charge of an Additional Collector of, Cuaioms who 
supervises the anti-smuggling operations in docks, a~purts and the 
ci~y. He· also superv:ses the baggage clearance of the internatio~ 
ras.senge .. s. Allother important functions of the Preventive Depart.. 
ment is ,to supervise loading and unloading, of goods ill the (kid"., 

1.14. As the anti-smuggling operations have assumed importance 
along the West Coast and also along the lindo-Nepal border, flilU-
fledged Preventive Collectorates exdusively engaged in anti-smuggl-
mg operations have been set up at Bombay and 'Patna. 

U5. Disputes between the assessees and the Department regard-
ing valuation. rate of duty, etc. are decided by the Assistant Col,Iee;)-
tor, the, Deputy Collector or the Collector of Customs. Offences boo~ 
ed agai!.1st a person for cOAtravention of customs law or evasion of 
customs duty are decided by Assistant Collector. Depll\Y Collector 
or the CoUector of Customs depending on tile value of offending 
goods. 

1.16. If a person is aggrieved with the decision of anadj·udkating 
authority, he can file appeal to the Appellate' Collector a.gainst··'fiM 
vrders pa~sed by officers lower in ranik than the Collector' of Cu.toms. 
Ag~inst the orders passed by Collectors, appeal lies to the Board. 
If a person is aggrieved with a decisic_l in an appeal. he can ·ftle a 
l£vis:on application to the Government. 

1.17. The Committee have examined the working of the Customs 
org~nisations and have made suggestions in this Report for stream-
lining, its working and simp~ifying. the pro::edure which, If' imple-
mented in letter and spirit, will go a long way in. toning .up the eftt~ 
ciency of the customs to the satisfaction of all concerne&. . 
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CUSTOMS NOTIFICATIONS 

&. Dela,.· .. aY8ilttbility of CU-.ma. NetiftcatioDs 

2.1. It has· been. represented to the Committee by a number of 
DQlIt-O~ ,.Or~nisatians that Customs Notifications ate not available 
PfiOnwtlJl'. aDd th~e. also. do not· percolate to all parties im. view of 
l_ite~:L.cil'~ulatiOD.! of the notifications to select bodies.l:ke Chambers 
of· Com.-a~ee" Tnde, Assoc:iations, Export Promotion Cowu:ils etc. 
It. hubeen suggested that some mechanism should be devised so 
that the assessees are able to get the notifications as soon as possible 
even on payment of reasonable charges. 

2;2. A Member of Lok Sabha in his memol"BDdum . submitted to 
th.e·Cemmitiee has stated that "NotifiCations, Orders etc. iqueci'by 
Customs Department are not available prompUy; one has to rely 
on the publications issued by the Chambers or Trade Associations ar 
(1el"tail'l" conwaeJlcialbulletins. They al'e known. after a IOllg interval." 

2.3. In another memorandum submitted to the Committee, it 
has been stated that-

"The Notifications are received quite late, causing information. 
delays, fOT iDltance notifications issued in May, J\Ule and 
July, 1 M8 were received.· on; 11; August, 1978.Ia general 
the smaller companies which· have no direct liaising facili-
ties get tbeir initial informatiOlli from Budget proposals 
and Press Reports. Since the eKa~t proposals.; and rami-
fications·, aTe' ra~ly given in these;' reports the potential 
assessee goes through a period of uncertainty." 

2.4. Ministry of Finance (Department of Revenue) have stated 
t1'1"at '4an Notifications Orders etc. are published for the infol'Dlation 
of the.' 'l't'ade by the major Customs Houses. These are issued as 
part· of the Daily Ust of Imports aAd Exports. Copies of these lists 
are sent to all subscribers. Copies of .otifbzatioDS, Orders etc. are 
also avaflabie fcl' sale at the major Customs Houses;" 

2.5. The Ministry have further stated that all Customs Notifications 
aI:e serialised and a register is maintained for each year -in the 
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Ministry fo!' tnis purpose. A monthly statement is also sent to all 
the Custom Houses indicating the Notifications aftecting Customs 
Tariff issued during the preceding month, with brief particulars so 
that any missing copy could be had immediately. 

2.6. All Public Notices and Notifications are also available with 
the Public Relations Officer in all the major Custom Houses and 
can be referred to. Subscriptions for the daily list publications in 
which the Notifications are published are accepted by Custom Houses 
on yearly, half yearly and quarterly basis. Copies of the daily lists 
incorporating the Notifications and the Public Notices issued by the 
Custom Houses are sent to the subs::ribeI's promptly; Separate copies 
of the Notifications can alSo. be had by the members of the public, 
if they so' desire, from the Public Relations Officers of the Custom 
Houses. 

2.7. W~th regard to the supply of Notifications to the Trade Asso-
ciations and Chambers of Commerce, the Study Group of the Com-
mittee were informed by the Customs Officers during tour as follows: 

BOMBAY. 

Normally copies of Notifications etc. are despatched to the 
Chambers/Associations within a period of week ftom the 
date of its receipt in the Collectorate Office. 

MADRAS. 

Notifications were supplied in the form of Trade Notices and· 
sent to the Chambers and Trade Associations for distribu-

tion to their members. No communication was sent direct 
to the members. Normally it took about 10 days to des-
patch the Notifications. In view of the large number of 
assessees it was not possible to send them to each and 
every assessee. 

MANGALORE. 

While telex messages about change in duty were received 
from DellU. immediately, copies of formal notifications 
were received generally after 10 days. The Trade Notices 
were issued by Customs Oftice within 7 days of the receipt 
of the Notifications. Notices it was stated, could be 
drafted centrally at Delhi to save time. 

COCHIN. 
Changes in the Customs Levy were received from the Head-

quarters (Delhi) on telex system and were given effect 
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to by the Customs Collectorate. Copies of formal Notifica-
tions were, however, received within 15-20 days in the 
Collectorate which: took 7-10 days thereafter to issue 
Trade Notkes for the benefit of the assessees. 

2.8. A non-official witness, while admitting that the Notifications 
regarding changes in Customs Duty were available ftom the Cust01'l1l 
House, stated thus:-

"after Notification is issued by the Ministry of Finance, 
it takes 15 to 20 days before it goes to the Customs House 
and the same is not valid until the Collector of Customs 
endorses it. This is where the delay occurs. The impor-
ters to-day are spread out allover the country whereas 
Custom Houses are located in particular localities. So, 
sometimes, it is not possible particularly for the small 
scale industrialists to go and fuid out from the Custom 
House what the Notifications are." 

2.9. Asked to state as to how it could be ensured that copies of 
Notifications reached all the pa'l'ties concerned without delay, the 
Secretary, Ministry of Finance in his evidence (March, 1979) 
stated:-

" .... the matter which is causing concern to this honourable 
Committee is how to improve .the communication between 
the Department and its numerous assessees. This is the 
basic problem which we are seeking to tackle and we 

submitted before the Committee last time (.ie. in the 
case of evidence on the subject of Cent'l'al Excise) that 
many of the problems which have been brought to their 
notice in the course of visits and in the r.ourse of discus-
sions with Chambers of Commerce and so on would be 
satisfactorily solved if we set up 8o. strong well-equipped 
D'rectorate of Publications. So far as this proposal 1, 
concerned, we have made considerable progress. The 
Department has worked out proposals for setting up 
Directorate of Publications. They have assessed the re. 
quirements of staff a,nd they have also been preliminarily 
examined by the Financial Adviser in the Ministry. In 
another 10 days it will be possible for me to take a final 
view and convince the Government that settin~ up a 
Directorate is essential. It is easy to set up a Directorate, 
but we must identify suitable people to man it. When that 
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is done, II think much of the problems high-lighted in this 
connection w!l1 be solved." 

B. Mailing" ·Notifications Direct to A.saeHees/Chaiabers of Com-
merce and Industry 

2.10. It has been suggested, in a memorandum submit.ted to the 
Committee that-

"copies of Notifications should be sent by .post to r~presenta­
tive organisatlons like Chambers of Commerce on the 
very day that these are sent to the Press for pUblication 
in the Gazette so that the time lag is reduced to the 
barest minimum/' . , 

2.11. A non-official in his evidence before the Committee stated-
" .... Whatever Notifications are issued m Delbi, they are 

received late by Customs at Bombay. Something of 
course comes in ihe Press but what comes' in the Press 
cannot be authentic, and again the Custom House takes 
sometime, as a result of which it takes a lot 'of time to 
reach the trade. So my request should be th~ tsuch 
notices should be sent to the Associations for the' beaiftt 
of the Members direct from Delhi by the M..i.Riatry'Of 
Finance". 

2.12. In this context, it has also been suggested ·tothe Commit-
· tee that to.e Customs Notitlcations should be mailed <Urect to .the 
importers and expO'l"ters (who should be enrolled ·as members) on 
annual subscription basis, by the Ministry of Fiance (Central 
BoaM of Excise and Custom). 

2'.13. 'nle M'~nistry have also stated that "as soon as the notitlca-
· tion is sent to' the Press for publication in the Gamette,; the Collectors 
of' Customs' are informed of it by T~lex mesaages. Sulicient num-
ber 'of copies are . also despatched the ; same day ;by QMS' to the major 

· Cu.storm Houles so that importers are aecorcled. these concessions 
if they are otherwise eligli.ble to the exemptiQn notified with effect 
'from the date of issue of Notifteatioll". 

2:14:. 'TIle COhlmittee Ilavebeen iilfOl'Gled Iby ·a ... number of 
'nen"oflleiat nrgani81ltions that t~e Cu.toms Notifiaatioos are not 

. available promptly and these 40 not peftollde !!Iewn .•. all the inte-
··ftltltea p."ties in viewof·th4rir limited. cirflllatieo.lt· .. kes a Noti-
."n. three to' &our weeks to rea ... he pariies 8OIloemed tbro. 
the CustOIll Houses. 
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2.15. The Committee note the various steps taken by Government 
in making the customs notifieations available to the trade and in-

. dustry as early as possible but it has not met the requirements of 
the trade and illdustry or has failed to remove the gap in avail-
ability. 

2.16. The Committee feel that instead of routing the notifications 
through Customs Houses, the Notifications, Orders etc. relating to 
Customs should be mailed direct from Headquarters to all the 
Chambers of Commerce and Industry, and trade organisations, im" 
porters and exporters who may register themselves with the Minis-
try for the purpose on payment basis. The notifieations should 
be despatched the same day on which they are sent to press for 
publication in the Gazettee. 

2.17. The Committee are informed that Government have decid-
ed in principle to set up a Directorate of Publications to improYe the 
communications between the customs Department and the assessees. 
The Committee strongly urge that the proposal for the separate 
Directorate of Publications should be given a concrete shape without 
any further loss of time and the Directorate set up at the earliest 
to -;neet the genuine demand of the assessees to be supplied with 
iop;es of Notifications, Orders etc. without any delay. 

C. Publication of Customs Notifications in Newspapers. 

2.18. It has been suggested in a memorandum submitted to the 
Committee that-

"any changes should be notified only On fixed date of month 
either every three months or once in a month so that 
concerned public would be aware of likely changes. This 
should be notified in well-known daily or weekly news-
papers on the fixed dates in their commercial columns so 
that the public need not wait till the custom house pub-
lishes the same. There should not be too much of 
forequency in issue of such notifications." 

2.19. It has also been suggested in a memorandum submitted to 
the Committee that "in order to ensure quicker and wide dissemina-
tion of the contents of customs notifications, a short summary 
should be published in the Press .... " 

2.20. Asked to furnish their comIllents on the aforesaid sugges-
tion the Ministry stated that "Notifications concerning public, in-
cluding changes in the levy and rates of Customs Duty a'l'e made 
·356 L.S.-2. 
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known to the public immediately through the issue of public notices-
from each Customs House. These can be bought on payment of a 
very nominal fees. ~s changes have to be brought to the notice of 
the public immediately, the question of observing any fixed periodi-
city will not be practicable. 

2.21. The Ministry further stated that in respect of all important 
notifications which introduce changes in the rates of duty adequate 
publiCity is also given through issue of press notes which explain 
the change brought about in simple language. 

2.22. As regards pUblication of customs Notifications or changes 
therein the commercial columns of newspapers, the Ministry have 
stated:-;-

"The suggestion of publication of the changes in the com-
mercial column of well known dailies on fixed dates can 
be considered. An attempt can be made by publishing 
the list of notifications and the concerned subject matter 
in brief. In fact, release of press notes in important 
cases have also been started by the Department. Bu.t 
this cannot by their very nature be quite exhaustive in 
helping and in informing assessees accurately. This sys-
tem, although useful has the basic drawback that the 
leading daily newspapers might either not give sufficient 
space for such publication, in view of the pressure of 
space or for what they might subjectively assess as th,-
news-value". 

2.23. A non-official in evidence before the Committee stated 
that-

"the public should be educated to understand the system by 
issuing notices. Firstly, through the press or mass media. 
Government should make an announcement regarding 
the iSsue of notifications, subject-wise and numberwise. 
They should have running serial numbers for each 
commodity. It is not necessary to reproduce the entire 
notification; the gist can be given in mass media. Even 
the Hst of notifications according to the codified refer-
ences and item references would give an ind'cation to 
the importers and the licensees as to the commodities 
which are affected by this. Immediately after reading 
this information in the mass media, they can approac~ 
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the Customs House, find out what is the implicatioll--
What happens now is that till the Chambers of Commerce 
or through some other means, the notification is publicised 
by the Customs House, the licensees are not aware of this; 
This time gap could be reducec! only if immediate 
knowledge is given that the particul8.!' commOdity is 
affected. Once that is given the licensees will go and 
find out." 

2.24. On being asked to give their views in this regard, the 
Ministry have stated that the publication of gist of customs notific-
ations in the commercial columns of the newspa·pers would be 
examined by the Government. However, it appears that in practice 
this will create problems since all important newspapers will have 
to be covered. The publication of explanatory note with each noti-
fication will serve this purpose. The suggestion that each commo-
dity should have a running serial nwnber of notification would alse> 
be examined. 

!.2S. 1.l1e Committee have considered the suggestions made by 
non--official experts and organisations of trade and commerce ia 
regard to giving of publicity to ~hanges in Customs duty through 
newspapers. 

2.26. The Committee are of the opinion that in order to ensure 
quicker and wider dissemination of the contents of customs Notifica-
tions, the practice of issuing press notes, which i. stated to be 
already in vogue in respect of important notifications. should be 
extended to cover all the notifications having a bearing on customs 
duty or procedure, The Committee also comm8lld .he suggestioD 
for the pUblication of reference number and gist of Notifications re-
lating to customs duty in the commercial Columns of important 
newspapers immediately after these are issued. This will enable 
the trade and industry to know of the changes in customs duty con-
currently and obtain copies of the notifications, in which they mnv 
be interested, from the Ministry or Custom:; Houses. The Com-
mercial pUblicity and issue of press notes can be started immedlate-
Iy for general information without waiting for the setting up of the-
Directorate of Publications. 

D. Ambiguity in the Language of the Notifications and Explanatory' 
Notes 

2.27. It has been represented to the Committee that Notifications-
and orders issued by the Customs Department 81"e uninteligtble;,.. 
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:amhiguous and are not clear, with the result that there is a problem 
at the time of classification. of items for payment of duty and con-
vincing the customs regarding the correct customs duty to be charg-

oed. 

2.28. A non-official during his evidence before the Committee has 
stated that:-

"The notifications are promulgated almost on a day to day 
basis by the Government. It is well known that to 
understand the notifications one needs a fair amount of 
expertise, bec:lUse the wording is extremely legalised. A 
firm and clea·r understanding of the monetary implica-
tions of the notifications is essential". 

2.29. Another non-official during evidence stated:-

"The language is very ambiguous, and on account of 
ambiguous language of the notifications importers suffer 
in payment of duty. A lot of interpretations can be drawn 
from those wordings a·nd there are cases where there has 
been difference of opinion not only between the importers 
and the Collectors of Customs, but between the Collector 
of Customs and the Central Boa'l'd of Revenue. so muC!h 
so the importers are required to pay high rates of duty 
when they are not due. Then amending notifications are 
issupd accepting that the relief was due from a prior 
period also. Because of the statutory provision a notifica-
tion takes effect from the date of issue, the importers 
suffer a loss." 

2.30. The Ministry in their replies have stated that:-

"The notification exempting imported goods from customs 
duty are statutory notifications and therefore it is neces-
sary that precise and legal terminology should be used 
to avoid any ambiguity in interpr~tation. While drafting 
the notifications attempt is made to make the intension 
as clear as possible." 

2.31. It has been stated in a memorandum submitted to the Com-
mIttee that "changes in the rates of duty are mostly made at the 
time of the presentation of the Annual Budget, but also on many 
occasions, by executive action in the intervening period. The Noti-
fications on the subject, however. refer only fog the changes in rates. 
-.of duty but do not cle8'l'ly state the final effect of the changes. In 
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order to And out the exact effect of the changes the trade and in-
dustry have to refer to the earlier notifications on tile subject. This-
causes areat inconvenience and involves time .... " 

2.32. Asked about their comment on the suggestion to append 
to the notifications, explanatory notes bringing out in clear term& 
the final effect ot the changes so that the new duty liahility is im-
mediately known to the conceorned interests in the trade and in-
dustry, the Ministry of Finance stated that:-

"Since t1le notifications concerning customs duty are statutory 
notifications, it is necessary that precise and legal ter-
minology should be used. However, explanatory memo-
randum which explain the purpose and scope of the-
notifications are issued and these are .placed before Par-
liament along with the notifications. In respect of an 
important notifications which introduce changes in t~le 

rates of duty adequate publicity is also given through: 
issue of press notes which explain the change brought 
about in simple language. It would, therefore, not be' 
necessary to issue a separate explanatory note along wi+b 
each notification to give the final effect of the change." 

2.33. The Minist>ry have subsequently, stated that "the sugges-c 
tion that an explanatory note should be made available with each 
notification is a good one, and steps will be taken to bring out such· 
notes for the information of trade as well." 

2'.34. It has been stated by various organisations of trade an .... 
industry that the Notifications and orders issued by the Customs 
Department are unintelligible, ambiguous and are not clear with 
the result that problems arise at the time of classification of items 
and payment of duty. It has also been brought to the Committee'~ 
notice that the Customs notifications mentio~ the changes in duty 
but do not indicate the final effect of the changes or their implica-' 
tions. Accordjng to the Ministry, these being statutory notific .... 
tions, it is necessary that precise and legal terminology should .,.,. .. 
used to avo;d BUy ambiguity in interpretation. 

2.35. The Committee are of the opinion, that solution to this pro-
biem lies in appending an "explanatory note" to each such notifica-
tion explaining tlte purpose, scope aad effect of the notification iD 
intelligible language. They recommend that the practice of isso. 
"Explanatory Note" &b01lld be started immediately for the bene8t: 
of the assessees. 
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E. Interpretation of Customs Notifteations 

2.36. It has been stated in a memorandum submitted to the Com-
mittee that "whenever there are differences as to scope or intent 
oQf the Notification, the tendency of the Customs appraisers is to 
interpret the Notification in a manner that favours revenue irrespec-
tive of the merits of the case involved." In another memoranQum 

·submitted to the Committee it has also been stated that "the 
principle area of disputes and dissatisfaction is the differen.ces which 
arise between the custom officials on the one side and the importers 

lon the other as to the specific customs schedule ...... " 

2.37. ,The Government have stated that "in order to achieve 
unifonnity in classification and interpretation important disputed 
aspects are discussed at tariff conferences and tariff advices contain-
ing important aspects of classifications/assessment are compiled." 

2.38. It has been stated by a non-official in evidence before the 
Committee that "the Tariff Conference is an internal Conference 
of Collectors and the trade is not represented on it." 

2.39. The witness suggested that "if there is any dispute in re-
.gard to the interpretation of notification, the trade interests can be 
.called and that would solve the problem." 

2.40. It has been represented to the Committee that in the event 
of a difference of opinion between the Customs Appraiser and the 
importer, the case should straightway be referred to Assistant Col-
lector in charge of the place for his decision. If the Assistant Col-
lector of the place also does not agree with the importer, he should 
pass and issue a "speaking order"-i.e. order with reasons-to enable 
the importer to file an appeal should he so desire. 

2.41. Asked to give their comments, the Ministry have stated that 
the periodical Tariff Conferences of the Collectors of Customs of 
the major ports are intended to resolve doubts regarding the correct 
classification of goods which may arise in the Custom Houses, and 
lead to the issue of "Tariff Advices", either of the Collector-in-Con-
ference or of the Board to ensure uniformity of classification. The 
~ariff Advices' are not legally binding and are merely expressions 
of opinions of the body issuing it. The Conference is a departmen-
tal forum and the trade is consulted wherever nec~ssary in order to 
obtain clarifications regarding the exact nature and function of 
particular goods under consideration. Since Tariff Conferences are 
essentially meant to be a departmental forum for taking a consider-
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-ed view on classification of goods it would not be desirable to asso-
ciate the trade in a formal way with such conferences. 

2.42. In cases of disputes in classification between the Custom& 
and the trade, the statutory provisions of the Customs Act, 1962 will 
have to apply and the remedies of appeal/revision as provided under 
sections 128 and 131 of the Customs Act, 1962 are open to the asses-
sees. 

2.43. On the question of "Speaking Orders" of the type referred 
to, the Ministry added that these are being issued by the Assistant 
'Collectors whenever demanded by the assessees. 

2.44. Asked to state as to what was the difficulty in not consult-
ing the trade before going to the tariff conference, the Chairman, 
'Central Board of Excise and Customs stated in evidence:-

"1 do not think there is any difference in principle. The ques-
tion is how formal it should be made. Even as it is, during 
the tariff conference both points of view are supposed to 
be fully presented and for that purpose every Coillector 
is supposed to ascertain the view-point of the trade, and 
this is very often done by discussion and consultation with 
them and he brings their views with him. So, there 
should be no difficulty in the collectors also having dis-
cussions with the trade before coming to the conference. 
Over and above this, in some cases where it is felt that 
the point is very difficult, representatives Of the trade are 
invited in an advisory capacity. Even ,that is being done. 
,Only we do not formalise it too much." 

2.45. Secretary, Ministry of Finance during evidence agreed with 
the suggestion that the Collectors should consult the trade before-
hand. . I ,~ 

2.46. It ha3 been represented to the Committee that in the matter 
of interpretation of customs notifications the customs authorities 
display a bias in favour of revenue irrespective of the merits of the 
caliC. The Ministry have stated that in order to achieve uniformity 
in classification and interpretation, important matters of dispute 
are discussed at Tariff Conferences of the Collectors of Customs with 
a view to resolve doubts regarling correct classification of goods and 
interpretations of customs notifica-tions and 'tariff advices' issued in 
the light of decisions taken at such conferences. It has been sugges-
ted by the trade that the trade should also be represented at the 
Tariff Conferences to enable the Customs authorities to appreciate 
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the trade view before taking decision. The Committee agree with 
the Ministry that since Tariff Conferences are essentially meant to 
he a departmental forum, it would not be desirable to associate the 
trade in a formal way with such confere.nces, bu.t they feel that. as 
agreed to by Finance Secretary during evidence, the views of the 
trade on the points to be discussed at Tariff Conferences should be 
specifically obtained before hand and taken into consideration while 
discussing these matters at Tariff Conferences. 

2.47. The Committee would also like the Central Board to advise 
the customs officers to display objectivity in interpreting customs 
notifications and dispel .the general impression prevailing among im-
porters that their interpretations are biased in favour of revenue 
irrespective of the merits of the case. 

2.48. The Committee also feel that in the event of a difference of 
opinion between the customs apprairer and the importer in the 
matter of classification or asse:;sment of duty the case should be 
straightaway referred to the Assistant Collector in charge of the place, 
and, if the Assistant Collector also does not agree with the importer 
On the point under dispute, he should pass a "speaking order"-an 
order with reasons-in all cases to enable the importer to file an 
appeal in due course, should he so desire. 

F. Publication of Customs Taritf and Customs Manual 

2.49. During the course of discussion on the Customs Tariff (A~­
endment) Bill on 2()..7-19f18 a Member stated:-

"It is also necessary that the periodical!publications should 
come out from the Customs Department carrying certain 
facts and also the rules, bye-laws and the regulations of 
the Customs Department, should be regularly published 
so that not only the officers are benefited but also the 
general people and the persons concerned with the import-
export trade or business or transaction in our country and 
abroad will be able to know the actual position as regards 
the levy of customs duty on such articles which they in-
tend to carry them or import or export. Periodical pub-
lications should come out from the Departments carrying 
such information and the particulars." 

2.50. The Ministry have stated that a Customs Tariff is issued 
tor the public, which includes besides the tariff schedules, notifica-
tions issued under section 25 Of the customs Act, 1962, exempting 
100ds from the whole or any part of duty of customs leviable there--
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on. Customs Manual is also issued in two volunmes for the public; 
Volume I contains Rules, Regulations and Notifications issued under' 
the Customs Act 1962 and volume II contains relevant sections, 
Rules and Notifications issued under various Allied Acts concerning 
Customs. Besides, as and when communication announcing changes 
in the ~ariff structure, rates of exchanges, procedure etc. or clarify-
ing certain provisions of the Customs Act, 1962, Rules, Regulations 
etc. are received, these are immediately notified to the public in the 
form of public notices by the Custom Houses. For the guidance 
of officers, standing orders and departmental orders are issued by the 
Custom Houses regarding all important matters like in(erpretation 
of act, Rules, Regulations, tariff advices, drawback rates, details of 
procedure etc. A quarterly technical Bulletin is also issued for cir-
culation amongst the concerned officers. 

2.51. About the periodicity of their publication, it has been stat-
ed that the Customs Tariff is normally issued annually. No regular 
interval has been prescribed for the issue of the Custom Manuals but 
new editions are brought out as and when a large number of changes 
are made in the Rules, Regulations etc. subsequent to the issue of an 
edition. Both Customs Tariff, Customs Manuals and the quarterly 
technical bulletins are supplied to the concerned Customs officers. 
The Customs Tariff and the Customs Manuals are put on sale for the· 
information and use of the general public. 

2.52. In a memorandum submitted to the Committee it has been 
stated that:-

"The Department of Customs should prepare a comprehensive 
Customs Manual for every financial year, giving in de-
tial-Customs duties. Auxiliary duties and Counterva~. 
ing duties according to a fixed industry-wise classifica-
tion, e.g. D.G.T.D. List. This man'Ual should also have 
an appendix stating in clear and simple terms, the pro-
cedures involved. The manual should be released within 
a month of the Union Budget. It should be in a loose-
leaf ring-file form so that assessees may attach subsequent 
notifications. Additional Customs Notifications should be 
made available in sufficient quantities to Associations as 
well as the general public within 5 days of the decision. 
They should be printed and in loose-leaf form with suit-
able cross-classification numbers 'for benefit of the asses-
see." 

2.53. The Ministry in their repUes have stated that every year 
after the Budgetary changes, the Custom Houses bring out compUa-
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·tion incorporating detaLls of the changes in the rates of duties on 
various items. These publications incorporating all the notifications 
that are issued, are made available to the trade at a nominal charge. 
All subsequent notifications are also published in the Official Gazette 
of India, and ~emade available to. the trade by the Custom Houses. 
Hence members of the trade can maintain files financial year-wise on 
all no.tifications, Suggestion that a comprehensive publication in-
corporating all changes in the rates of duties during each financial 
year should be brought eut by the Department is a goed one and the 
possibilities of implementating it will be examined. 

2.54. In anether memorandum it has been stated that "levy and 
rates of customs duty are known from Government publicatiens en-
titled Customs Tariff Scheduled published frem time to. time but this 
pUblicatien is published at most irregular intervals." 

2.55. The Ministry have stated that previously the Customs Tariff 
was issued by the Director Ge'neral of Commercial Intelligence, Cal-
cutta. It has, however, been gathered that since the introduction of 
Customs Tariff Act, 1975, no. such publication has been brought out 
yet. Hewever, the Directorate of Statistics and Intelligence New 
Delhi, is publishing a Customs Tariff werking Schedule fer depart-
mental use only. The desirability of making this available to the 
trade, with the cendition that the publicatie~ is intended merely to 
assist the trade in their day to day work and not to. be quoted as an 
autherity "may be censidered". The Minist~ have further stated 
that after the introduction of new Tariff, three werking schedules 
have been breught o.ut as ·en 1-1-1977, 8-8-1977 and 1-7-1978. Sub-
Bequently, the Ministry informed the Committee that the Directerate 
General of Commercial Intelligence and Statistics, Calcutta, Ministry 
of Cemmerce, have been requested to. bring eut the Tariff as a priced 
publicatio.n fer being made available to. the trade to avoid duplica-
tien, the departmental issue brought out by Ministry o.f Finance had 
net been put en sale. 

2.56. On the questien of compendium ef Custo.ms netification it 
has been stated in a memorandum submitted to the Cemmittee that 
"a Cempendium ef Customs Notificatien was issued in August, 1976 
when BTN based tariff was introduced. It is new time that a new 
editien of Custems Tariff Act, 1975, is issued by incorporating side 
by side all tariff notifications as amended upto date in the same 
manner as the erstwhile Indian Customs Tariff used to. be published 
with index/' 
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2.5'1. It has also been suggested to the Committee through a memo-
-randum that "the Central Board of Excise and Customs should col-
lect and publish on a monthly basis all important decisions given by 
Collectorates of Customs and their junior-level officers at different 
ports and make available copies of such monthly publications to 
organisations of industry and trade for information. 

2.58. In this regard the Ministry have stated that a "compendium 
of Notifications" (Indian Customs Tariff) as on 2nd August, lln6 
was issued by the Directorate of Statistics & Intelligence, New Delhi. 
Thereafter, fresh notifications, as and when issued are being incor-
porated in public notices by all Custom Houses and are made avail-
able to the subscribers. 

2.59. The Ministry have further stated that all important deci-
sions of a general nature are notified through Public Notices by the 
Custom Houses. Important decisions taken by the Ministry/Board 
regarding procedural matters of general nature communicated to 
the Collectors are also given publicity through issue of Public 
Notices. Decisions regarding Tariff classification in Tariff Confer-
ences are also brought to the notice of the trade through 
Public Notices. The Government is considering setting up of a 
Directorate of Publication which would further improve the disse-
mination of information to the public. 

2.60. Commenting on the suggestion, a non-official in his evidence 
'before the Committee stated: 

"Upto 1975 we had the Indian Customs and Central Excise 
Tariff in which the classification, the item number, rate 
of duty etc., were given, and simultaneously on the next 
page we used to have the various Notificatiol1ll issued by 
the Government of India. Therefore, it was very easy 
for the assessee to look at the item and immediately cor4 

relate :w-hether there was any Notification. Presently 
what we have is the Customs Tariff, a very small book, 
and We have a host of Notifications which have been issu-
ed giving corrections here and there. If at all one has to 
have a book, it is going to be a very large book, and you 
cannot really trace out which one is relevant and where. 
For one item you have to go through the whole book to 
find out what is the latest. There have been a spate of 
Notifications arising out of the latest changes which have 
been made to bring the whole of classification in line with 
the BTN. Our suggestion, therefore, was that there should 
be a loose leaf book and whenever any amendment takes 
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places, we should say that this replaces page numbers 
and such, so that the old can be taken out and destroyed 
and the new one inserted." 

Index to Customs Tariff 

2.61. It has been stated in a number of memoranda submitted to 
the Committee that "the technical description of goods given in the 
Customs Tariff is difficult to understand and locate.". It has been 
suggested that "alphabetical index to tariff should be published 
every year incorporating uptodate ame'ndments so as to make refer-
ences easy in all respects. This index should be sold to public." 
The Ministry have stated that these indices are available in the major 
Custom Houses for reference. 

2.62. In another memorandum it has been stated that "a compre-
hensive list of items can be prepared and arranged alphabetically 
The tariff can be indicated against each item. Whenever any items 
are missing from the detailed list of items, the tariff may be on the 
basis of end use. The end use is to be ascertained from the main 
items for which import license has been issued to the importers, 
such as scientific instruments, process control instruments, textile 
products, electrical industries etc. General nomenclature should be 
avoided such as electric resistance wire, winding wire, electrical 
capacitors, etc. The definition should be given in clear terms to 
avoid any scope for mis-interpretation," . 

2.63. The Ministry have stated that the custom Co-operation 
council has published on alrhabetical index to the CCCN, a priced 
publication, which is a useful guide in respect of our Tariff also. 
This alphabet:cal Index is available in the Tariff Cells of the Cus-
toms House for consultation by the trade, whenever necessary. 

2.64. The Customs Tariff Act, 1975, 'follows a scheme of classifi-
cation laid down in the Section and Chapter notes and in the Rules 
for the interpretation of the Schedule. Hence articles cannot inva-
riably be d.-sified on the basis of end use as indicated in the import 
licence alone. If the Section and Chapter notes and the wordings 
of the Headings all fail to provide classification for any goods, Inter4 
pretative Rule 4 lays down that classification shall be under the 
Heading appropriate to the goods in which they are most akin. 

2 65. The terminology adopted in the various Headings of the' 
Tariff are clear and precise. and being based on the CCCN, the Ex-
planatory Notes to the CCCN are ~ways available to clarify the' 
scope and cOverage of the terms used. 
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. 2.66. The Chairman, Central Board of E.xcise & Customs during 
-evidence stated: 

"The customs tariff and the compendium of Customs Notifica-
tions are really two connected things, because an importer 
wants to have a tariff which will show what is the actual 
effective rate of duty on an item. The basic rate of duty 
would be shown in the Tariff Act itself, whereas the ac~ual 
effective rate will be governed by whatever customs Noti-
fications have been issued. So, the customs tariff, which 
has to be published from time to time, which the impQI1;er 
requires, must be something which shows him not only 
the heading which appears under the Tariff Act but also 
the effective rate of duty, as in force from time to time. 
This Customs Tariff was previously bei~g published for 
the benefit of the public by the DireCtor General ot Com-
mercial Intelligence and Statistics, who was under the 
Commerce Ministry, because previously t"lie Tariff Act 
was being administered by the Commerce Ministry. Now 
the Act has come to us and it is being administered by us. 
So far we have not taker on the task of publishing the 
Customs Tariff. But now as a part of our scheme for the 
Directorate of Publicity and Publications, this would be 
probably the most important of the publication which we 
would have to bring out. 

• 
It will have to be published at least once a year, because the 

duty changes take place every year." 

2.67. The Committee are informed that the Customs Tariff was 
'brO'Ll~ht out for the public normally p.nnually by the Directorate 
General of Commercial InteUigence. Mini~try of Commerce. Calcutta; 
hut it is learnt that since the introduction in August 1976 of Customs 
"Tarlff Act. 1975. no such publication has been brought out. The 
Ministry of Finance publish a Customs Manual containing all the 
relevant rules, notifications etc., on the subject but there is no regular 
perl'lldicity fixed for its publication. New editions of the Manual are 
issued as and when a large number of changes have taken place sub-
sequent to the issue of the earlier edition. A "Compendium of Noti-
ficat:;ons" (Indian Customs '.tariff) as on 2nd August 1976, was issued 
by the Directorate of Statistics and Intelligence, New Delhi. There-
r~fter fresh notifications as and when issued are being incorporated 
in public notices by aU custom houses and made available to the sub-

·scribers. 
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2.68. From the above it is clear that none of the existing three 
publications, viz .• Customs Tariff, Customs Manual and Compendium, 
bas beenapdated regularly and up-to-date information regarding 
CTlstoms is not available in a consolidated and handy form at pre-
sent. In view of this. the trade and industry should be rightly ag-
,rieve,d over the ,present system of dissemination of information. 

2.69. The Committee were informed that the Ministry of Pinance 
h,ad thought of making the Customs Tariff Working Schedule-a 
departmental publication available on sale for the use of public. 
Even if this "Working Schedule"-which is brought out regularly 
by the Ministry of Finance ,for departmental use, had been made 
available to the trade, it would have gone a long way in meeting 
their genuine need for an up-to-date Customs Manual. But. the 
Committee regret to note. the Ministry have since decided to transfer 
the responsibility in this matter to tbe Directorate General of Com-
mercial Intelligence, Minio;try of Commerce, Calcutta who llsed to 
bring out the Customs Tariff Schedule till 1976 and have requested 
them to resume its publication. It is not known whether the Cal-
cutta office have accepted the request and when the next issue of 
the Schedule would be published. But if till then, the trade and 
industry have to go without an up-to-date edition of the Cust..-
Tariff Schedule, it would be unfortunate. 

2.70. A number of !'uggestiolls have been made to the Committee 
t,y the trade and industry to streamline the system of publication of . 
Customs Manual and Custom.s Tariff. The Committee also feel that 
the present system is not satisfactory. The Committee recommen" 
that the Customs Tariff Schedule should be up-dated every year im-
mediately after budget and published along with an alphabetical 
index. The tariff should indicate the effective rates of duty and also 
give eros." references to other relevant matters for ready inteliigibi-
lity of the scheme of customs duty. 

2.71. The Committee also recommend that a comprehensive Cus-
toms Manual giving among other things. details of relevant Customs 
rules. procedure, customs duty, auxiliary duties. countervailing duty. 
according to industry-wise classification should be published immedia-
tely preferably in a loose leaf ring file form. All amendments in 
the customs laws, procedure and duties should be published at fixecl 
intervals say once a month or once every three months in the same-
form for easy replacement of the relevant pages in the Manual so 8S' 

to enable the assessees to keep their copies of the Manual up-la-date. 
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2.72. The Committee feel that all important decisions given by the 

vario.. customs authorities should also be published periodically 
preferably ever,. month and copies thereof made available on sale. 

2.73. The Ministry have stated that they propose to let up a 
Directorate of Publications to improve the present system of disse-
mination of information regarding customs etc. The Committee 
would like this Directorate to be set up quickly. The proposed 
Directorate of Publications should, immediately after coming into 
being. review the present publications and decide on a rational basis 
as to what pUblications are essential and at what periodicity they 
should be brought out. The Committee would like to be informed 
of the action taken in this regard within six months. 
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CHAPTERIU 

CUSTOM TARIFF CLASSIFICATION 

A. difficulties in Application of Customs Co-operation Council Nomen-
clature 

3,1. The Committee have been informed that the Customs Tariff 
Act, 1975, based on the Customs Co-operation Council Nomenclature 
(CCCN) was adopted with effect from 2nd August, 1976. The re-
vised tariff did not adopt the C.C.C.N. in toto but certain headings 
of the C.C.C.N. were merged and some new sub-headings were creat-
ed so as to suit the pattern of India's Foreign Trade. After the 
introduction of the Customs Tariff Act, 1975, as expected, in the 
initial stages some difficulties wet'e experienced both by the' trade 
and customs officials in its application and implementation. The 
difficulties experienced in this regard were as follows:-

(i) Lack of familiarity with the scheme of classification under 
Customs Co-operation Council Nomenclature. 

(ii) The Headings of CCCN were not adopted in toto in the 
Customs Tariff Act, 1975 and certain headings had been 
merged toge+her resulting reduction of total number of 
headings. Some problems arose in determini'ng the scope 
of the merged headings with reference to the Chapter 
Notes and Explanatory Notes. 

(iii) The scope of some of the headings not occurring in the 
CCCN, adopted in the Indian Customs Tariff Act, needed 
clarification. 

(iv) In respect 0'1 certain commodities because of the adoption 
of new Nomenclature the classification for customs pur-
poses changed and incidentally also the rate of dutr· 

3.2. In order to overcome these' difficulties, following steps were 
-taken:-

(i) To enable customs officials and the trade to familiarise 
themselves with the new Nomenclature, prior to adoption 
of Customs Tariff Act, 1975 on 2-8-1976, a period of nine 
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,mQl1tba was given to the trade and field formations to 
acquaint themselves with the new scheme of claUification 
by a 'trial run' of the revised. tarift. The Classification I 
8S8eSSment of goods under the new tariff was discussed 
in Seminars and training was imparted to the field staff. 
Sufficient number of copies of Customs Tariff Act, 1975 
(Customs Tarift-Working Schedule), Alphabetical Index 
to the Customs C()-()peration Council Nomenclature and 
EKplanatory Notes, List of classification opinions of the 
Council etc. were made available 'for the guidance of the 
field formations . 

.(ii) It was clarified that wherever headings had been merged, 
it should be deemed that the scope Qf the merged headings 
remained the same as in the case of BTN (CCCN), unless 
a contrary intention distinctly appeared in the scheme and 
in the wordings of the headings and su1>headings. 

(iii) In most cases where the rates of duty went up becaUSe of 
the adoption of new nomenclature, the duty incidence was 
brought down through issue Of exemption notifications 
where considered necessary. 

,(iv) The scope of the headings created. in the Customs Tarift 
Act, 1~5 and other difficulties regarding classification! 
assessment of particular commodities are being resolved 
'by discussions in the quarterly tariff conference of the 
Collecto,rs of Customs and sometimes seeking the advice 
of the Customs Cooperation Council. 

'3.3. 'nle Indirect Taxation Enquiry Committee (Jha Committee) 
in their report have recommended that-

"In the interest of operational efficiency and to ensure com-
parability between the Customs schedule and the Import 

"Trade Control Schedule, it is Imperative that the Customs 
Schedule is a1so 'wholly CCCN-based without any con-
tractions or adaptations. This will also help in the matter 
of cemparing international trade statistics. Further. the 
Customs administration would derive an immediate and 
continuing benefit from the explanatory notes and classi-
fication opinions of the Nomenclature Committee." 

3.4. Asked. to state what was the thinking of the Ministry in re-
·gard to the suggestion of Jha Committee that the Customs tariff 
'ibOuld 'be wholly CCCN· based. the Ministry in their replies have 



stated that the variation in our Tarift from, the schen1e of the Cus--
toms Co-operation Council Nomenclature are enumerated below with 
reasons:-

(1) A new heading No. 84.66 has been created in our Tariff 
as to cover project imports. Experience has shown that 
When machinery and equipment are imported to set up 
large projects the separate classification and assessment 
of the various imported items is time-consuming and causes 
delay in clearance. Very often importers do not also have 
details of separate values for the various goods. A se-
parate Heading has been created, with built-in safeguards, 
to enable all such ·project goods' to be assessed at a single 
flat rate of duty which would ensure quick clearance. 
This is a distinct improvement and is intended as an ad-
ditional facility to the trade. 

(2) A new Heading No. 100 has been created to cover passen-
gers baggage, personal importation by post or by air and 
ship stores. The provision has bt!en made to avoid assess-
ment of each and every article on merits and thereby 
causing hold-up. Application of a single flat rate of duty 
on all the articles avoids hold up and ensures quick 
clearance. 

(3) Provision has been made for, the classification of alilabora-
tory chemic~ls, under one item viz., Heading No. 39.01/45, 
(19). Laboratory chemicals may }),e of various types and-
separate classification of the various types of chemicals 
under the appropriate items of the tariff would be a time 
consuming process. All laboratory chemicals have been 
clubbed in one such item to facilitate quick assessment 
and clearance. 

(" The princ,iple adopted in the CCCN with effect from 
1-1-7~ in the case of "Sets of articles" is to classify the set 
under _the Heading which covers the component which 
gives the ~ its,_ e~ential character~ Section 19 of the 
Customs Act, 1962 lays down that w)lere goods consist of 
a set of articles duty shall be collected as follows:-

(a) articles &ble to duty with referenCe k, quantity shall 
be chargeable to that duty; 

(b) ~icle Uable to duty with reference to yafue shall, ~f 
they are liable to duty at the same rate, he' ch.Brgeable-
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to duty at that rate,. and. if they, are liable to. duty at 
different rates, be chargeable to duty at the highest of 
'such rates; ". 

(c) articles not liable to duty shall be chargeable to duty 
at the rate at which articles liable to duty with reference 
to value are liable under clause (b). 

Provided that-

(a) accessories of, and spare parts or maintenance and re-
pairing implements for, any article which satisfy the 
conditions speCified in the rules made in this behalf 
shall be chargeable at the same rate of duty as that 
article. 

(b) if the importer produces evidence to the s.atisfaction ot 
the proper officer regarding the valu~ Of any of the 
articles liable to different rates of duty, such article 
shall be chargeable to duty separately at the rate appli-
cable to it. 

Section 19 has been working satisfactorily and differences in 
opinion as to which article in a set gives it its essential 
character would not arise in the application of this section. 
Govenunent had therefore decided to follow the provlsioD8 
of section 19, of the Customs Act 62 and not adopt the 
principal of "essential character" of the C. C. C. N . 

(5) All these departures are improvements which have facili-
tated eaay assessment and' quiek clearance of goods 
through Customs and none of these have caused any dis-
putes in Classification. 

(6) As far sa merger of adjacent Headings iii the CCCN are 
concerned such of the adjacent HeadiolS of the CCCN as 
related to articles of negligible slgt1tftcanee in our import 
trade were merged into one or more :Readings to simplify 
the scheme of Nomenclature and to make it better suitei 
to our conditions and our pattern of trade. 

3.5. The question whether the C.C.C.N. should be adopted 1M. 
toto without merger of Headings is under consideration of Govern-
ment 

3.&. A nwnber of .Associations of Cammerce anci Isadustry have 
represented to the Committee that the Customs Tarlft should be 
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fully aligned with B. T.N. (CCCN). At present several items are 
grouped into one or two items in the Indian Customs Tariff. This 
causes difficulties in correct classification and hampers the clearance 
of goods. 

3.7. A representative of the Association of Industries stated dur-
ing evidence:-

(i) "The Lndian Customs Tariff Act, 1975 had intended to follow 
the present nomenclature put up by the Customs Coopera-
tion CounciL ........... It may be that, according to the 
Indian context, when the adoptions of B.T.N. was made in 
1975, the authority might have taken a view that such an 
elaborate nomenclature was not necessary. If that had 
been a case, we submit that such a view suffers from 
rigidity, which might, in due course, take away the pos-
sibility of development in our own context and result in 
strangulation of our nomenclature. It is better, if we 
adopt the entire BTN nomenclature. It is particularly 
relevant in our context today." 

3.S. In a memorandum submitted to the Committee an Associa-
tion of Lndustries has suggested:-

cc •••••••• the explanatory notes given in B. T . N. also be intro-
duced in I. C . T. and followed by the Department." 

3.9. In this connection the Ministry have stated that:-

"The Explanatory Notes to the CCCN (formerly BTN) have 
been kept separate from the Nomenclature by the Customs 
Co-operation Council themselves and have not been incor-
porated in the body of the Nomenclature as a part of the 
same. Such Notes are only for the purpose of a better 
understanding of the Nomenclature and according to the 
scheme of the CCCN they do not have the force of law 
liike the Chapter and Section notes. Hence, it would not 
be desirable to incorporate these lengthy and voluminous 
notes as a part of the Tariff." 

3.10. During evidence, the Chairman, Central Board of Excise 
aDd Customs stated:-

" .... The B.T.N. is supposed to be a model nomenclature on 
which different countries are to base their own tariffs 
according to the needs of ~heir own economy and so oil. It 
was originally envolved·by a group of ·western countries 



which have got their own pattern of trade of some sop~s­
ticated articles which are brought and also of some con-
sumer items. When the G<>veI'nment of India had set up the 
Tariff Revision Committee to suggest whether this would 
form a good pattern for us, the Committee suggested that 
there are many advantages in adopting this pattern and . 
our present tariff is based on this particular nomenclature. 
But the Committee said that this should not be adopted 
in toto. because there are one or two things in which the 
full adoption of this will not be to our advantage. These 
are deliberate departures i.e. articles which are assessed 
under one particular heading in BTN are being assessed 
in a different way on Our side ..... . 

If we are to follow BTN. in order to classify an article to find 
out under which particular heading of the BTN it will 
fall, it may involve chemical tests, which will not other-
WIse be necessary for our purposes. Lt was for this reason 
that a number of headings were merged togetheI'. This 
should not have resulted in any real ambiguity. It was 
meant to suit our economic condition. As the Jha Com-
mittee has also made some recommendations, we will have 
a fresh look into this matter." 

3.11. The Customs Tariff Act, 1975 basei on Customs Cooperation 
Council Nomenclature (CCCN) was adopted with effect from Zod 
August, 1976. The revised tariff did not adopt the CCCN in toto but 
certain headings of the CCCN were merged and some new sub-
headings were created so as to suit the pattern of India's foreign 
trade. 

3.12. According to clarification issued by the Miaistry wherever 
heading have been merged, it should be deemed that the scope of 
the merged heads remain the same as in the case of BTN (CCCN) 
unless contrary intention appeared in the scheme and in the head-
ing and sub-headings. There is a general demand made to this Com-
mittee by the associations of Commerce and Industry that the Cus-
toms tariff should be fully aligned with the CCCN (formerly Brussels 
Tariff Nomenclatur~BTN). According to them grouping of several 
sub-items under one heading causes difficulties in correct classi-
fication and clearance of goods. On the other hand, according to the 
Ministry these departures are improvements in the Indian Customs 
Tariff which have facilitated easy assessment and quick clearance of 
goods through Customs and none of these have caused any disputes 
in classification. As regards another suggestion that the explanatory 



30 

notes givM ill the CCCN .Ilould also be inuodueed in the IndiRa 
CustalDS TariJr, the Ministry _ve stated that BUeb notes are only 
for .the purpase of a better understanding of the DOmenelature and 
aCCQrclinl to the scheme of CCCN they do not have the force of law. 
In the Ministry's opinion it would. not be desirable to incorporate 
thete lengthy and voluminous notes as a part of the tariff. 

3.13. The Committee note that the Indirect Taxation EnquirY 
Committee, 1978 (Jba Committee) whick st1lclied. the problem have 
recomDlended that in the interest of operational efticiency and to 
ensure comparability between the CUBtOD18 Schedule IUld the Import 
Trade Control Schedule. it is imperative that the Customs Schedule 
is wJaolly CCCN based without any contractions or adaptations. 
According to Jha Committee this will also help in the matter of 
comparin~internationa1 trade statistics. Further the Customs ad-
'ministration would derive an immediate and continuing benefit from 
the explanatory notes and classification opinion of the Nomenclature 
COIDl1lIttee. 

3.14. In the Committee's view, there was an obvious advantage 
in adeptinc the internationally recognised and standardised nomeD-
-clature-CCCN-for Indian Customs Tariff which it appears has been 
lost in the process of bringing out an adapted and abridged version 
of the Nomenclature. Agreeing with the Jha Committee's recom-
mendation the Committee feel that the Indian Customs Schedule 
should be wholly CCCN based without any contractions or 
.adaptatioll8. 

B. Tarift " assessable values 

3.15. Under Section 14 of the Custom Act, 1962 Government IIl&7. 
by notification fix tariff values for any class of imported goods or 
export goods having regard to the trend of value of such or like goods, 
and where any such tariff values are fixed the customs duty will be 
ehargeable with reference to such taI'ift values. Following views 
have been expressed in a number of memoranda submitted to the 
Committee: 

(i) "Tariff values should be fixed only in cases where it would 
be difficult to determine assessable values." 

'(ii) "System of fixation of tariff values for purposes of duty 
levy is presumably based on the I'evenue potential from 
the selected products, with the result that the tarift values 
fixed quite often are on the high side. It has been sug-
gested "that a Technical Panel consisting of representativet 
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of D.G.T.D., Trade and Lndustry should be constitute4 
for evolving guid.elines for fixation of tariff values." 

,(iii)- "Tariff value ~uld be fixed both on import and export 
only for those items for which there is a fairly steady 
market value. However, the Customs omcers should 
have a frequent check to see that there is not wide differ-
ence between the tadff value and the market value." 

(iv) "It is felt that upward revisions of tariff values are almost 
immediately implemented by the Customs authorities, 
while in cases of reductions the same authorities seek fur-
ther clarifications from the Ministry of Finance and con-
tinue charging. higher tate until such clarifications are 
forthcoming ... 

3.16. Commenting on the fixation of tariff values, a non-oftlcial 
in his evidence before the Committee stated 'we do not know how 
"these are fixed, we know some kind of calculations are carried out, 
-but the trade and industry is not taken into confidence as to what 
should be the tariff value.' 

3.17. Another non-official witness was also of the view that "firstly. 
while determining the tariff value of any commodity the trade and 
industry should be taken into confidence. Secondly, while revising 
the tariff value again the trade and industry should be taken into 
confidence and whether it is an upward revision or downward re-
vision both should be implemented expeditiously." 

3.18. In this regard, the Ministry have stated that 'presently, 
tariff values have been fixed only in respect of some items of fruits 
having regard to the trade, amongst others, with some such coun-
tries, as do not have a perfect or even proper system of commercial 
invoicing and the trade with these countries is not conducted through 
'the normal banking channels. Before fixing tariff values, the UMlrutet 
values obtaining for such goods in India are also taken into account. 
It is, therefore, Dot correct to say that there is any ad-hoism in this 
matter. Presently. the tariff values fixed in respect of dry fruits 
and dates are under review. Tariff values are revised periodically 
having regard to trend in prices. 

3.19. With regard to the question of associating the representa-
tives of the Trade and Industry for evolving guidelines for fixation 
of tariff values, it has been stated by Ministry in their replies that 
'''no useful purpose may be served by associating the representatives 



of D. G. T . D. etc. for evolving guidelines for fixation of tariff values; 
as tariff values at pl'esent apply only in respect of few items. 

3.20. The Ministry have stated that where goods are liable to duty 
with reference to their value. such value should be the price at 
which such goods or like goods are offered for sale for delivery at 
the time and place of importation in the course of international tarde; 
the buyer and seller should have no interest in each other's bUSiness 
and the price is the sole consideration. Where, however, tariff 
values have been fixed by the Government such tariff values are to 
be taken for assessment. 

3.21. In cases where the buyer and the seller are related parties, 
the value for the purpose of assessment. is to be determined in terms 
of the Customs Valuation Rules framed by the Government. In 
such cases, 90me times the invoice values are to be loaded suitably 
SO as to bring them at par with the price at which such or like goods 
would have been imported by unconnected parties. 

3.22. Dealing with the question of determining assessable values 
for fixing customs duty representative of a Chamber of Commerce 
stated in his evidence before the Committee:-

"There is always some price difference between bulk buying 
and retail buying. If I enter into an annual contract for 
a hundred tonnes of any particular item, at the rate of 
about ten tonnes per month, the supplier gives it to me 
at the rate of say 15 dollars a KG. but if a retailer buys 
just two tonnes, he may get it at 16 dollars a KG. But 
they want to assess me al90 on the basis of 16 dollars a 
KG. Our contention is that a differential price of plus 
or mlnus ] 0 cent as between bulk buying and retail buy-
ing, should be taken as the invoice. value." 

3.23. The Committee note that under section 14 of the Customs 
Act, 1962 Govemment may by notification fix tariff values for any 
class of imported goods or export goods having regard to the trend 
of value of such or like goods. While fixing tariff values, the market 
,'alues for such goods in India are also taken into account. Tariff 
values are revised periodically having regard to trend in prices. At 
present, tariff values have been fixed only in respect of some items 
of fruits. It has beeD represented to the Committee that the trade 
and industry are not consulted in fixinl the taritJ values. 



3.M. The Committee do not agree with the Ministry's views that-
as tariS value system at present applies only to a few items, 110-
useful purpose would be served by associating the represeatatiVN .f 
DGTD etc. for evolving guidelines 'for fixation of tariff values. 

3.25. The Committee feel that before determining tariff value for 
any commodity the Ministry should invite the views of the trade 
and industry and take them iato account whUe fixing or revising tbe 
tariff values. 

3.26. The Committee take note of the impression prevailing i. 
the trade and industry that upward revision of tariff values is made' 
by the Ministry almost immediately but the Ministry are DOt 50 

prompt in announcing downward revision in the event of .fall in 
prices. The Committee feel that if correct .this is aD unfair practice 
and should be discontinued forthwith. The Ministry should lay 
down guidelines for revision of tariff values and follow them 
uniformly. 

. 3.27. The Committee note that in respect of goods for which tariff 
values have not beeD fixed, customs duty is charged on the price at 
which such goods are offered for sale for delivery at the time and 
place of importation in the course of international trade. Where 
however. buyer and seller are related parties. the invoice values are 
sometimes loaded suitably so as to bring them at par with the prices 
at which such or like goods would have been imported by uncoanec-
ted parties. The Committee feel that there is force in the submission 
made by a Chamber of Commerce that "there is always some price 
difference between bulk buying and retail buying" and that "a 
differential price of plus or minus 10 per ceDt as between bulk buy-
ing and retail buying should be taken as the invoice value." , 

3.28. The Committee are of the view that the Customs autho-
rities should cOllsider the question of correctness of invoice values 
with reference to the sources of import, quality of goods and com-
mercial practices prevailing in different countries and make an 
anowance for variation of import price if justified on these and 
other valid considerations. The Committee also feel that a reason-
able differential in price between the bulk and retail buying should 
also be allowed as it is a normal commercial practice that bulk or 
long term buyer generally gets some price concession. 



CHAPTER IV 

ASSESSMENT OF CUSTOMS DUTY 

A. Procedure followed for asses.mentu,.. realisation of the 
Customs Duty 

4.1. Under Section 46 of the Customs Act, 1962, the importer of 
.any goods is required to make an entry thereof by presenting to 
the proper officer the bill of entry for home consumption' or ware-
housing ill the prescribed form. 

4.2. The bill of entry contains ma'l'ks and numbers, weight! 
quantity, description of the goods, Customs Tarift' Heading number, 
the rate of duty. the quantum of duty, country of origin, the price 
.f the goods indicated in the invoice in foreign currency and freight 
"ind insuranct'. 

4.3. Once the bill of entry has been filed by the importer in 
accordance with the above provisions, it is assessed to duty in the 
AppraiSing Department of the Custom House. 

4.4. The customs duty on the goods is paid by the importers 
to the Cash & Accounts Department. After the duty is paid in 
the Cash & Accounts Department, the goods are examined on selec-
tive basis by the Customs Staff in the docks before allowing 
clearance. 

4.5. The bill~ of entry a'l'e also audited in the Internal Audit 
Department which carries out cent per cent audit of the bills of 

. entry .. 

4.6. In cases where the bills of entry are not filed by the im-
porters and goods remain un-cleared for periods exceeding two 
months, in terms of Section 48 of the Customs Act, 1962, the Port 
Trust or the perFOn having custody of the ~oods is empowered to 
dispose of the goods after giving due notice to the importer. On 
un-clean\! gOClds sold by the Port Authority, duty becomes recover-
able out of the sale proceeds in terms of Section 150 of the Customs 
Act, 1962. 

4.7. All the goods landed in the Customs area and included in 
1:he manlfest of the vessel or aircraft are required to be accounted 
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,for. ,The Manifest Clearance Department of the Custom House 
l!lndeltake~ the scrutiny of the manifests in order to ensW'e that 
all consignments listed in the manifests are dUly accounted for. In 
respect of the goods which are not a~counted for, duty is recover-
able and auch duties are recovered through imposition of penalties 
on the Ste amer Agents under Section 116 of the Customs Act, 1962. 

Clearance of Goods 

4.0. It lias heen stated 'in a memorandum submitted to the Com-
mitt£e 'thJ.t-

U\hu present procedure takes conside:rable time for clearance 
(If cargo. In respect of standard commodities, the assess-
lInent of particulars declared by the importer may be 
utraightaway accepted and duty recovered. After pay-
lnent of duty the importerYclearing agents can straight-
'lWay go to the landing shed and clear the same afte'!" 
\:be examina,tion instead of the present dual check by the 
l'ppraiser in the Custom HOUSe and in the Docks. Cer-
lain standard items of raw material can be released even 
without the examination so that the pressure on the exa-
tnlnation staff can be reduced," 

4.9. In reply the Ministry have stated that the goods which 8'l'e 
regularly imported are cleared under what is called the uSccond 
Appraisumunt System". Under this system the goods are in fact, 
assessed tn duty by the Appraisers in the Custom House on the 
basis of ne particulan declared by the importer, provided that 
relevant shipping documents are submitted ~n full and the declara-
tion is Vn accordance with the documents. The duty is collected 
straightawuy without the goods having to be examined before 
hand. There after, Lmportera/clearing agents go to the landing 
sheeds for clearance of the goods after getting the goods examined 
by the aPllraisers in the docks. Clearance is allowed, if the exa-
mination 40es not reveal any discrepancy in the original declara-
tion. 

4.10. A:I it is, examination is carried out on percentage basls. It 
is not desitable to waive altogether the'l'equirement of examination. 

DeIGy in Clearance of Bills Of Entry 

4.11. S( lne non-ofticial Organisations including Public Sector 
organisatic4Il In their memoranda submitted to the Committee have 



expressed the following views in regard to clearance of Bills of 
Entry:- .. 

"At every stage in the customs House, there is compartment-
wise delay from one section to tbe other. It takes an 
,average of 15-20 days for a bill of entry to be finally 
released by the Customs. A sy<?tem should be devised by 
whkn bill of entry is released most expeditiously." 

• • • * 
"The e:r:isting procedure is far too cumbersome for any manu-

facturer. Normally. a Bill of Entry has to go through a 
I ~umber of stages before duty is finally paid, such as, 

(i) Hoting : Four persons involved in-
(a \ Receiving and Numbering 
(b) Code Number Verification 
i.') Checking of Manifest 
(d) Signing by noter after checking the above stages; 

(ti) Centralised Distributors 
(iii) .P1p}J'I'aiser 
(iv) Assistant Collector 
(v) Group Calculator 

(vi) Licence Registration 
(vii) Pre-Audit 
(viii) Group Distrubution 

(ix) Duty payment-Five persons involved in-
(a) Receiving and 'Stamping Bill of Entry 
(b) Cost Calculation 
(c) Sheet writing 
(cl) ASSigning B E No. with stamp 
(e) LeCiger Keeping 

In addition to the above, in the caSe of processing of bonds, 
the following additional stages are applicable:-

(a) Proforma verification 
(b) Signature verification in Establishment Section 
(c) Nothing of bond details twice-before and after payment 

of duty. 
When there is a dispute, the Customs Officers tend to make 

the importer run from pillar to,~ost in their usual non-
ehaJ.lant foot dragging manner. As a result of such 
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enoul'mous and unnecessary time wastage many consign-
ments incur heavy wharfage cost." 

* * * * * 
It has been stated in another memorandum that:-

"ftnalisation of a Bill of Entry in certain cases takes more 
than a week, because this paper is handled by various per-
sons in customs. The time can be reduced if the Bill of 
Entry is handled by one Supdt. from the examination 
stage till its finalisation". 

4.12. The Ministry have stated that it is true that a Bill oJ. Entry 
has to go through several stages before its finalisation. This has 
been evolved over a considerable period with a view to meeting 
the various obligations entrusted to Customs. However, time limit 
for processing Bills of Entry in various Departments have already 
been prescribed. It is incorrect to state tl:1at importers are made to 
run from pillar to post in case of d;sputes. The members of Public 
are at liberty to bring their grievances, in a specific casco to the 
notice of the Assistant Collector, Deputy Collector and Collector. It 
IS incorrect to say that the consignments incur heavy wharfage 
costs. In fact remission of demurrage is allowed on ,'lccount o! 
detention of goods by Customs, depending on the merits of each 
case. The importers may also avail of the procedure of prior entry 
under which the importers can file Bill of Entry prior to the arrival 
of goods so that assessment can be completed by the time the goods 
arrive and delivery taken immediately on arrival. 

4.13. With regard to the question of handling by one officer the 
Ministry have stated that concentration of aU functions relating to 
assessment in one person will not be desira.ble in the interef\t or 
revenue. Hence, supervisory checks are essentiaL However. time 
limit for processing bills of entry in various Departments has al-
ready been prescribed. A recent survey conducted ill the major 
Custom Houses has revealed that about 70 per cent f)f the Bills of 
Entry filed with all the requisite documents were released within 
2 days of their filing. The remaining Bills of entry were also re-
leased within a week's time; the time taken beyond 48 hours in 
these cases was found to be a,ttributable to the need for technical 
explanation from 'importer's engineer, market enquiry, etc. it is in-
eolTect that 'piece-meal queries are raised and catalogue literatures 
are called for in the routine way. Instructions to staff are already 
the!'e requiring every case of second query to bereql1ired to he 
routed through Assistant Collector, in-charge of the Appraising 
Group to ensure· that no' unneceisary queries are raised. The im-
porters may also avail of the procedU'Fe of prior entry under which 
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the importers can file Bill of Entry prior to the arrival ,of goods so 
t~t assessment can be completed 'by the time the good~ arrived 
and delivery taken iIlllN!C.iiately on arrival. 

4.14. A non-official Organisation in their evidence Defore the 
Committee iit.ated:-

"The suggestion is that in the liberalised import policy, 
th~re is room for liberalising some -of the procedures of 
the Customs; and it is very much a management problem, 
rathH than other. I think Customs authorities should 
seek the advice of a management consultancy se!'Vice 
like tht:: Indian Institute- of Management, Ahmedabad. 
They are working for the Ministry of Commerce also. 
They can go through all this and simplify the procedure." 

4.15. Asked whether any study in consultation with Indian 
InstitUte of Management. Ahmedabad or any other Inst.itute of re-
pute has been conducted by the Department to simplify the pro-
cedu\'es, the Ministry in their replies have stated that no sturly in 
consultation with Indian Institute of Management, Ahmedahad, or 
any other- institute of repute has been conducted by the Department 
in this regard. This will be considered. 

4.16. DUling evidence, the representative of the Central Board 
of Excise and Customs stated:- ' 

"we will examine whether any institute of Management or 
any other body of a similar nature can be invited to 
undertake the study. We will go into it." 

Loading' 01 Goods in Ba.rge~' 

•. 17. It has been stated in a memorandum submitte4 to the Com-
.uttee that-

"The practice of loading goods on the barges after customs 
examination, which are ultimately taken on the mather 
ship. is on the increase. Therefore, once the goods have 
been examined and passed by the' Customs and loaded 
on the barges, and when they are out of the contt'ol of 
the exporter, they should be considered as havilftg been 
entered for export .... This kind of problem can be avtrid-
ed if section 16 and section 50 of the Customs At:!t are 

'suitably amended to make provision fOr treating gonds 
loadE'd 0':' to lash barges 88 goods having been exported'" 
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4.18. Referring to the difficulty experierlCed in the matter of' 
goods loaded on baorges, a non-official witness in his evidence before 
the Committee stated:- . 

"Once ttJe goods are loaded in the barges and sealed by cus-
toms, he informs the buyer that the goods have been 
shipped .... the barge is ready, but the IIWther ship may 
be delayed, and so the barge would be lying there for 
15 to 20 days. Once the goods are outside the control of 
the 6hipper, what can he do, even if the Bill of Lading 
is issued a little leter. For example, in one case after 
examination by Customs and payment of export duty, 
the goods were sealed and the party was given a bill of 
lading also. Moreover, he negotiated his documents· 
through the Bank. In other wor<Js the goods were out 
of his control and were as good as exported. However, 
the ship came after ten days andl in the meantjme, the 
export duty had nearly doubled and the exporter was 
asked to pay the saine." 

4.19. The Ministry have stated in their replies that in view of 
the provisions of Section 2(18) of the Customs Act, 1962, which 
defines export as taking out of India and also in view of the faet 
that entry outward is obtained. only in respect of the mother 
vessel and the Export General manifest is fUeet in ret;pect of the 
mother vessel, rate of duty in respect of export goods has to be deter-
miiled on the baSis of the entry outwarq of. the mother vessel as 
provided in section 16 of the Customs Ac~ 1962. 

Advance Submission of Bill' of Entry 
4.20. It has been stated in'l memorandum submitted to the Com-

mittee that-
"With the amendment of Customs Act importers ('an lIubmit 

the Bill of ~try prior to submission of even the prior 
entry manifest by the Steamer A~ent, provided the 
SteaJner AgentS have intimated to the Customs estimated 
atijV~l of the vesSei within seven days. The advantage 
of the same is not available ill practice sInee all the 
Sfeuner .A:~nts do not give such intiination in time. It 
is felt that S\1~miilsion of intitimUons be made obligatory 
on the Steam:~r AgentS to comply with th~ intentions of 
Parliament to provlde facfiity to the trade." . 

4.21. In their reply the Mlnistl'y have stated that as TeiarchJ the 
suggestion for skiDg it obliptory on the Steamer Agthts .. 



.comply with the intention of Parliament, to provide tacility to the 
.; trade, it may be stated that some of the reasons which preclude the 
· S~eor Agents from submitting an intimation regarding the 
. arrival of the vessel within a week are as follows:-

(i) Delay in respect of intimation about the movement of 
the vessel; and 

(ii) The delay in departure of the vessel from the prevIous 
port etc. 

4.22. Any obligatory provision in a statute would normally re-
'quire a penal provision which would be attracted if the obligation 
,is not fulfilled. It may not, therefore, be appropriate to make such 
· a stringent provision. 

4.23. In the normal cases, the steamer agent is expected to make 
· advance intimation of the due date of the arrival of the vessel, as 
·It facilitates the prompt turn around of the vessel. It is, therefore, 
expected that the steamer agents would in their own interest av~il 
Df this facility, However, this is a matter of co-toperation between 
the Steamer Agents, importer and customs, The Collectors are 
· being asked to discuss the matter with the Steamer Agents Rnd 
others concerned. 

Pre-Audit of Bills of Entry 

4.24. A Public Sector Undertaking in their memorandum sub-
mitted to the Committee have stated that-

"At present, the consignments are allowed to be cleared to 
the Bonded Warehouse only after Into-Bond Bills of 
Entry have been pre-audited by the Audit Department 
of the Customs House. Pre-audit takes at It"ast3-4 days 
depending upon the consignments. On many occasions, 
the consignments incUr heavy demurrages on account of 
delay in pre-auditing of Bills of Entry. 

Since no customs duty is collected against the Into-Bond Bills 
of Entry. it is suggested that pre-audit in these cases need 
not he insisted so as to allow timely clearance of the 
eonsign.ments and to avoid payment of heavy demurrages. 
The audit formalities can be completed after the cle8'1"ance 
of bonding of the consignments under the respective Bills 
of Entry far home consumption.,. 

4.25. 'the Ministry have stated that the suggestion is under ex a-
. mination in consultation· with the collectors of Customs. 
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4,26. It bas been represented to the Committee by some non-

official organisation that there is delay in assessment of Custom 
duty on iml)orted goods because of cumbersome procedure. The 
bills of entry presented by the importers, it is stated, have to go 
through as many as 19 stages before the duty is finally paid. In 
case of disputes, the Custom Officers tend to make the importers 
run from "pillar to post" in their usual "non-chalant foot dragging 
manner", with the result that many consignments incur heavy 
wharfage cost. While according to the Ministry it is true tbat a 
bill of entry has to go through several stages before finalisatioll, 
time-limits for processing bills of entry in various departments 
have been prescribed. It has been stated that a recent survey COD-

ducted in the major Custom Houses have revealed that about 70 
per cent of the bills of entry filed with all the requisite documents 
were released within 2 days of their filing and the remaining bills 
of entry were released within a week's time, the time taken be-
Y011d 48 hours in these cases was found to be attributable to the 
needs for technical explanation from the importers en";'neers, mar-
keting enquiry etc. But according to a Public Sector Undertaking, 
it takes an average of 15-20 days for a bill of entry to be finally 
released hy customs. The Committee are informed that no study 
into the procedure followed for dealing with bills of entry has been 
made tbrough any independent Management Consultancy Organisa-
tion. In view of the fact thai a number of organisations including 
public-undertakings have complained about the combersome pro-
cedure and delay in clearance of the bills of entry in the Customs 
Houses, the Committee feel that' it is necessary that a systematic 
study of the procedure followed in this regard in the custom houses 
should be undertaken with a view to streamlining the procedure 
and minimising the stages for processing these bills of entry. The 
Committee desire that this study should be entrusted to any reputed 
Institute of management. 

4.Z1. It has been represented to the Committee that the practice 
of loading goods on barges after customs' examination prior to the 
goods being taken to the mother ship is On the increase. Once tbe 
goods have been examined passed and sealed by customs and 
loaded on barges, and when they are out of control of exporter, they 
should be considered as having been entered for e,q,ort irrespective 
of tbe date of departure of the mother ship or issue of a form!lJ bill 
of lading, The importer should not be required to pay excess ex-
port duty if there is duty increase in the meantime. The Commit-
tee feel there is force in the representation and it deserves to be 
considered ~ympathetically and favourably. 
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4.28. The Committee desire that public relation officers in the 
various Custom Houses should render necessary help to importers 
in filing bills of entry and other documents and having their cases 
expedited. 

4.29. The Committee note that importers are allowe(1 to avail 
themselvec; of the procedure of prior entry under which they con 
file bills of entry prior to the arrival of goods or prior to the sub-
mission of manifest by steamer agents provided that the agents 
have intimated the customs about expected arrival of the vessels with-
in 7 days. It has been represented to the Committee that the advant-
age of this procedure cannot be taken by the importers in practice 
since steamer agents do not give advance intimation about the 
expected arrival of the vessel to the custom department. The im-
porters have suggested a mandatory provision in the law in this 
regard. According to the Ministry any obUgatory provision in this 
regard cannot be made as the reasons for not giving this intimation 
by the steamer agents may be beyond their control. It 11as been 
stated that in normal cases the steamer agents are expected to make 
advance intimation of arrival of vessel in their own interest as It 
facilitates the prompt turn-around of the vessel. The Committee 
desire that this matter should be examined in depth in consultation 
with the steamer agents and others concerned and a suitable 
system evolved under which the liberalised procedure of prior 
submission of bills of entry becomes a reltity and can be availed 
of by importers in actual practice. 

4.30. It has been represented to the Committee that at present 
consignments are allowed to be cleared to bonded ware-houses only 
after Into-Bond Bills of Entry have been pre-audited by the Audit 
department of Customs. This, according to a Public Sector Under-
taking, tal(es 3-4 days and on many occasions consignments incur 
heavy demurrages on account of delay in pre-auditing of Bills of 
entry. Since no custom duty is collected against the Into-Bond Bills 
of Entry. it has been suggested that a pre-audit of these cases need 
not be insisted. According to the Department, the suggestion is 
under rxamlnation in consultation with the Collectorates of CU6-
toms. The Committee feel that the importers should not be pena-
lised for delay in pre-audit of Bills of Entry for which they connot 
be respol\~ible. The Committee recommend that a satisfactory solu-
tion to this problem should be found expeditiously and procedure 
Rteamllned to avoid delays on this account. 

B. Execution of Indemnity Bond 

4.31. According to the existing procedure the conditions for allow-
ing provisional assessment laid down in the Customs (Provisional 
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Du~y Assessment) Regulations, 1963 are that the importer or ex-
porter as the case may be should execute a bond in an amount equal 
to the difference between the duty that may be generally assessed 
and the prov~sional duty and should also deposit with the proper 
officer a sum not exceeding twenty per cent of the provisional duty 
as directed by such officer. 

4.32. It has been stated in a memorandum submitted to the Com-
mittee that:-

"In the rule made under Se~tion 18 of the Customs Act, 1962, 
in respect of goods passed on provisional duty importers 
are required to furnish a bond as well as pay additional 
duty upto 20 per cent. Both these conditions together 
cause hardship. These rules may be suitably amended 
to impose anyone of the two conditions." 

4.33. Elaborating the point, a non-official stated in evidence:-

"In ease of provisional duty, the difficulty is like this. Apart 
from the provisional duty, they take a bond. This bond 
is countel"signed by the bank. Suppose the duty is five 
Iakhs they take bond for five lakhs plus 20 per cent and 
the amount is bloC'ked up in the bank. They should not 
take both; they should take only bond for 5 lakhs and not 
20 per cent extra." 

4.34. The Ministry in their reply have stated that the stipulation 
regarding duty deposit (in addition to bond) js necessary not only 
to safeguard revenue but also to ensure that the importers/expotter!5 
promptly produces all the necessary documents and evidence to 
enable the assessment to be finalised. 

4.35. In this context it has been stated in a memorandum submit-
ted by one of the Public Undertakings that.-

"the practice adopted by Customs Offices of Calcutta, Bombay 
and other Sea Ports are different. While the Calcutta 
Customs Office insists on separate execution of bond 
against individual purchase orders, the Bombay Customs 
and other Customs Houses are asking tor one Indemnity 
Bond against the total value of the goods to be imported 
for a project. To avoid infructuous clerical and typing 
work as well as to avo:d wastage of time, it is suggested 
that there should be a uniform practice of one Indem-
nitv Bond and Registration for total value of the goods 
to be imported for a project under license." 



4.36. On being asked to give their views, the Ministry have stated 
that it is agreed that there should be uniformity of practice in this 
matter. Only one bond is necessary in case the value of the bond 
is sufficient to cover the subsidiary contracts which are in existence 
when the bond is executed. Necessary instructions are being issued 
to the field formation. 

Provisional assessment 

4.37. It has been stated in ,another memorandum submitted to the 
Committee that:-

"Whenever assessment is made on a proviSional basis the 
Assistant Collector of Customs permits clearance against 
a provisional assessment bond (P.D. Bond) either with 
bank surety or if bank surety is not provided, against a 
deposit with Customs Treasury of the amount equivalent 
to the C. 1. F. value of the consignment. Inordinate delay 
takes place to obtain cancellation of such bonds for reali-
sation of deposits. It is, therefore, felt that in such inst-
ances customs should accept P. D . Bonds without either 
Bank surety or cash deposit as they do in the case of 
materials imported against a license which has been sent 
to CCI&EjJCCI&E's Office for amendment and ·therefore 
cannot be produced at the t~me of clearance." 

4.38. The Ministry in their replies have stated that 'under Customs 
(;Provisional Duty Assessment) Regi.1lations, 1963,' tpe importer 
claiming the facility of provisional assessment at lower rate of duty 
is required to execute a bond with either bank guarantee or surety 
or with cash depOSit. However, bank guarantee or cash deposit is 
not insisted upon, if the proper officer is satisfied regarding the finan-
dal soundness of the importer. 
Furnishing of Bank sureties. 

4.39. It has been stated in a memorandum submitted by a Public 
I mdertakings that:-

"The requirement of a bank surety on continuity bond against 
registration of contra::t was recently introduced at Bom-
bay Customs, whereas such procedure is not in practice at 
the other major ports such as Calcutta, Madras and Cochin. 
We believe that Customs regulations are being made appli-
cable uniformly at all ports in India and we consider that 
such bank sureties should not be insisted upon at least 
against imports made by Public Undertakings." 
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4.40. The Ministry in their replies have stated that a Bank surety 
is ordinarily not required in the case of continuity bond furnished 
by Public Sector Undertakings. Where, however, Public Sector Un-
dertakings are f01.l.nd to be defaulting over a period of time, in finalis-
ing their obligations under the bond, such Undertakings may be re-
quired to give surety/security for the bonds. Bombay Custom House 
has reported, however, that this requirement which had to be sti-
pulated sometime back. in these cir,::umstances, has since been 
waived. 

4.41. The Committee note that under the Customs (Provisional 
Duty Assessment) Regulations, the conditions for allowing provision-
al assessment are that the importer or exporter as the case may be 
should execute a bond in an alDOunt equal to the difference' between 
the duty that may be generally assessed and the provisional duty 
and should also deposit with the proper officer a sum not exceeding 
twenty per cent of the provisional duty as directed by such officer. 
It has been represented by the trade and industry that double bur-
den-bond as well as deposit of duty upto 20 per cent causes hardship. 
They have sugge.ded that the rules should be amended to impose 
only one of the two conditions. Thet Ministry have stated that 
stipulation of bond and duty deposit is necessary not only to safe-
guard revenue but also to ensure that the importer/exporter prompt-
ly produce all the necessary documents and evidence in enable the 
asseSisment to be finalised. The Committee feel that there is force 
in the suggestion put forward by the trade and industry. The Com-
mittee suggest the present procedure requiring a bond as well as 
duty deposit upto 20 per cent o.f the amount of provisional duty 
should be reviewed with a view to mitigating the hardship caused 
to importers/exporters consistent with the need to safeguard revenue 
and to ensure expeditious finalisation of the case. The Government 
may, if necessary, prescribe a time-limit for production of necessary 
documents and evidence to enable the assessment to be finalised. 

4.42. A Chamber of Commerce has brought to the notice of the 
Committee that inordinate delay takes place to obtain cancellation 
of bonds executed under the 'provisional assessment' procedure. for 
realisation of deposits made alongwith the bonds. The Ministry 
have stated that bank guarantee or cash deposit is not insisted upon, 
if the proper officer is satisfied regarding the financial soundness of 
the importer. 'rhe Ministry have, however, not explained the aspect 
of delay in recovering amounts of deposits in cases where cash de-
posits have been made. The Committee feel that the question of 
judging the financial soundness of an importer should not be left 
to the unfettered discretion of the customs officer. The Ministry 
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should issue guidelines to enable the customs officer to exercise his 
discretion judiciously in the matter of demanding or waiving cash 
deposits or bank Ituarantee from the importer. Secondly, where 
cash deposits or bank guarantees are required to be made along-
with the bonds. the bonds should be cancelled without delay to en-
able the importers tn have their deposits/bank guarantee!l released. 

4.43. It has been hrou2ht to the notice of the Committee that the 
procedures heine; followed at Customs Offices, Calcutta. Bombay and 
other sea Ports are not uniform. By way of an instance it has been 
stated that, whereas the Calcutta Customs Office insists on separate 
execution of bond altaiDst individual purchase orders, the Bombay 
Customs and other Customs Houses are asking for one Indemnity 
Bond against the total value of the goods to be imported. The Minis-
try have agreed that there should be uniformity of pradice and 
only one Bond is necessary in case the value of the bond is sufficient 
to cover the subsidiary contracts. The Ministry should issue clear 
instructions to all the field formations so as to ensure uniformity 
of practice in regard to the Indemnity Bond. 

C. Concessional rate of duty depending on end-use 

4.44. It has been suggested in a memorandum submitted to the 
Committee that "the system of having different tariff rates for dif-
ferent end-uses should altogether be eliminated. The rate of duty 
should be assessed as per the Registration of the importer." 

4.45. It has been stated in another memorandum submitted to the 
Committee that the rates of customs duty on a particular item 
should be fixed irrespective of whether that item is used in a manu-
facturing process or for maintenance purposes. Charging duty at 
different rates for the same item depending upon the end-use creates 
lot of complications and leads to harassment and corruption. At 
the time of clearance there are lot of problems in convincing the 
Cusfoms regarding the use of the item. Customs authorities do 
not pay any heed to any sort of guarantee or undertaking given by 
the assessee regarding the use of a particular item though as per 
the import policy, they should accept the undertaking given by the 
assessee." 

41.46. The Ministry have stated that in regard to the suggestion 
that. there should be a single rate of duty for a particular item irres-
pecUve of end-use. it is not possible to accept the same since for a 
variety of reasons such as the need to promote growth of certain 
industries and to keep to the minimum the cost of inputs required for 
manufacture of specified items, it becomes necessary in the public 
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interest to Ax a lower !rate of duty on certain goods depending on 
the use which that item is put to. For example, stainless steel sheets, 
plates and strips required for manufacture 0 fspecified capital equip-
ments or components for use in certain key industries has been 
accorded a concessional rate of duty, the same stainless steel required 
for certain less important industries has been given a slightly higher 
rate of duty. Further, the duty on stainless steel required for manu-
facture of utensils. etc. has been kept at a higher rate. Similarly. 
plastic fUms required for manufacture of electronic capacitors and 
magnetic tapes have been extended concessional rate of duty with 
a view to give fillip to the nascent electronic industry. Newsp.rint 
required for use in the printing of newspapers, books and magazines 
has also been exempted from custom duty. Newspaper imported for 
purposes su~h as packaging, etc. bears a higher burden of duty. It 
WOUld, therefore. not be desirable to fix a uniform rate of duty on 
a given commodity irrespective of its end-use. 

4.47. The Ministry have added that in cases wherein items capable 
of different uses are exempted on the condition of use for particular 
industries. it becomes necessary to insist on end-use bond with a 
view to ensure that the exempted goods are not diverted for other 
uses. On production of a certificate from tlte specified authorities, 
such as Central Excise authorities, to the effect that the goods have 
been used for the purpose for which they were imported, the 'bonds 
are generally discharged. 

4.48. Clarifying the position, the representative of the Ministry 
of Finance. stated during evidence: 

"The point seems to be that when identical goods are assess-
able at different rates, some problem arises. There are 
certain situations where, having regard to the need of a 
particular industry there will be a lower rate of duty 
provided the article is used for that particular industry. 
For example, parts required for an industrial refrigera-. 
tor normally attract a lower rate of duty than a similar 
part used for a domestic air-conditioner. In a situatio!l 
like this, sometimes difficulties arise. So what We do in 
this case is that we take a bond from the importer asking 
him to produce an end-use certificate. They should get 
a certificate that the machinery or part has been used 
for such and such a purpose. The DGTD or Director of 
Industries can give such a certificate. The bond gets dis-
charged a:fter he produces this certificate when there 
is a differential rate of duty applicable depending on the 
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end-use. The goods are released after the certificate is 
produced and the bond is discharged." 

4.49. It has been represented to the Committee that as the system 
of charging duty at difterent rates for the same item depending upon 
the end-use creates complications and leads to harassment, the dif-
ferential rates may be eliminated and a single rate of duty for a 
particular item irrespective of end-use introduced. The Committee 
agree with the Ministry that it is necessary in public interest to fix 
a lower rate of duty iu order to keep to the minimum the cost of 
inputs required for the manufacture of specified items and to promote 
the growth! 0,£ certain industries. The Committee, however, feel 
that the underlying purpose of this wholesome principle of differen-
tial rates of duty depending on end-use will be defeated if the im-
porters are subjected to harassment at the time of import of such 
items. 

4.50. The Committee note that the importers desiring to have the 
benefit of concessional rate of duty are at present required to execute 
a bond undertaking to produce an end-use certificate from the pres-
cribed authorities. The Committee feel that in view of tbs safeguards 
made in the form of the bond, the statement made by an importer 
at the time of Customs appraisal as to the end-use of the imported 
goods should be accepted by the customs authorities without demur. 
If the bond is not considered enough of a safeguard in any special 
("ase, the Customs authorities may demand additionally an affidavit 
of the importers' intention to put the item to specified end-use, but 
once these formalities are completed the goods should be cleared 
on paymnt of concessional rate of duty without delay, 

D. Countervailing duty 

4.51. It has been stated in a memorandum submitted to the Com-
mittee that" ..... there should be some consistency between Excise 
and Customs on the question of countervailing duty where the goods 
in question are in fact being produced in the country and have been 
classified by excise (Refined naphthalene is being classified by Bom-
bay Customs under Excise T.!. (llA). When derived from Coal Tar 
and not from petroleum-napthalene should be classified under T.I. 
68 which is indeed how indigenous production is being classified by 
the Excise Department". 

4.52. The Ministry in their replies have stated that in terms of 
Section 3 (1) of the Customs Tariff Act, 1975 any article which is 
imported into India is, in addition, liable to an additional duty equal 
to the excise duty for the time being leviable on a like article if 
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, produced or manufactured in India. For this purpose Tariff Advices/ 
instructions regarding classification of various articles issued by 
Central Excise Wing of the Board are applied for the purposes of 
levy of countervailing duty on imported goods by Custom Houses. 
However, when divergent practice of assessment is noticed the matter 
is discussed in the periodical tariff conferences of Collectors of Cus-
toms and Collectors of Central Excise in consultation with other 
technical authorities and decision taken is communicated to the 
field formations and trade to have uniformity in assessment. 

4.53. As regards the different practice of assessment in respect of 
naphthalene on the Customs and Central Excise side for the purpose 
of additional (countervailing) duty and Central Excise duty res-
pectively the matter was brought to the notice of the Board and the 
same is being considered. 

4.54. The Working Group of the Administrative Reforms Com-
mission in its Report (October, 1968) made the following observa-
tions alld recommended:-

"One particular areas of Customs levy has, however, given 
rise to difficulties and that is where the levy is linked with 
the Central Excise levy in what is referred to as 'Counter-
vailing duty' or additional duty under section 2A of the 
Indian Tariff Act. At present all imported goods have 
to pay in addition to the basic customs duty an additional 
amount ,at the rate of Central Excise duty if leviable on 
similar goods manufa::tured within the country. The 
principle of 'countervailing' is a sound principle for fl 

country like ours with great compulSion to develop fast. 
But it need not be applied in such a manner as to create 
difficulties and complications for our own industry and 
trade. We would suggest that for facility of administra-
tion ordinarily this additional duty should be shown at 
least in the working schedules together with basic Customs 
duty as a single composite rate. For the few items where 
this may not be possible, the additional duty should be 
clearly indicated along with the Customs basic rates against 
the appropriate items of the Customs Tariff Schedule itsE"lf 
So that any reference by the Customs Officer or the im-
porter to the Central Excise Schedule also which mayor 
may not provide exactly corresponding classification would 
become quite unnecessary." 

On being asked to state in what manner the above recommenda-
tion has been'1mplemented, the Ministry have stated that the office 
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file in which the rep,ort of the Working Group of the Administrative 
Reforms Commission was dealt with is not readily available. How-
ever, efforts are being made to trace the file. It is, therefore, difficult 
to indicate at present the view that was taken on the recommenda-
tions referred to above. 

4.55. The Committee find that in terms of Section 3(1) of the 
Customs Tariff Act, 1975, any article which is imported into India is, 
in addition, liable to an additional duty (countervailing duty) equal 
to the ex-:i.se duty for the time-being leviable on a like article if 
produced or manufactured in India. In this context, it has been 
suggested ,to the Committee that there should be some consistenc'y 
between Excise and Customs on the question of countervailing duty. 
By way of example it has been stated that Refined Naphthalene is 
being classified by Bombay Customs under Excise T.I.(ll); though 
when derived from Coal Tar and not from Petroleum it should be 
classified under T.I. 68. 'l'he Committee have been informed by the. 
Ministry that when divergent practices of assessment are noticed. 
the matter is discussed in the periodical tariff conferences of Collec-
tors of Customs and Collectors of Central Excise in consultation with 
technical authorities and decision is communicated to the field for-
mation3 and trade to have uniformity in assessment. The need for 
consistency between Excise and Customs on the question of counter-
vailing duty cannot be over-emphasised. To avoid any confusion on 
this account, it is very necessary, in the Committee's opinion, that 
not only the scheme of classification for the purpose of Customs and 
Excise should be identical as recommended by the Committee in 
para 2.65 of their 28th Report but that the additional duty (counter. 
vailing duty) should also be shown at least in the working Schedules 
together with the basic customs Duty, as single composite rate or 
separately as recommended by the Working Group of Administrative 
Reforms Commission. 1968. 

The Committee regret to note that when attention of the Govern-
ment was drawn to the aforesaid recommendation made by Working 
Group Ol the Administrative Reforms Commission in its Report 
(October, 1968), the Ministry were unable to offer comments on the 
ground that the office file in which the report of the Working Group 
was dealt with was not readily available. This is a sad commentary 
on the system of maintaining records in the Ministry. The Committee 
would like the Ministry to look into this matter and take remedial 
mealUl'es at the earliest. 
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E. Befundef Customs Duty 

4.56. Some non-official organisations and a Public Sector Under-
taking in their memoranda complained about the time taken in ob-
taining customs refund. They have stated that:-

"the refund ,claim amount are not given in time even after 
settlement of the claims or appeal etc. In certain cases 
refund claims are pending for a very long period and there 
is an inordinate delay with the result that money as well 
as time is wasted. A time-limit should be fixed to settle 
the refund." 

* • * * * 
"Claims should be passed within 30 days of the receipt of all 

required papers." 

* * * * * 
"Several thousand cases of refund are pending beyond the 

informal and self imposed time-limit of the Department, 
which we' believe, is three months." 

* * * * * 
"Normally, the time taken for refund of claims is about six 

months. In a number of cases refund orders are being 
issued after considerable lapse of time from the date of 
receipt of the orders from the Appellate Collector or the 
Central Board of Excise and Customs as the case may be. 
Undoubtedly, such inordinate delays seriously effect the 
Jiquidity position of the assessees particularly the smaller 
assessees. " 
* * * * * 

"N ormally time taken for refund of Customs duty is 6 to 12 
months. GeneraUy all these cases are delayed for want of 
original bills of entry which are not readily available 
from other departments of the Custom House. Other 
reasons for, the delay may be due to non-availabilLty of 
documents such as short-landing certificates frOm the Port 
authorities. There may also be delay due to slackness on 
the part of ,the staff in the department itself. It is suggest-
ed that there should be time table for disposal of refund 
claims and if any c1,aims remain undisposed after the due 
date set up by time table ,the head of the department 
should personally s~isfy himself that the delay was un-
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avoidable and should take appropriate measures to expe-
dite cases." 

4.57. In regard to procedure or getting refund a non-official wit-
ness stated during eVldence:-

"This is where 1 suggest that instead of issuing a refund 
voucher, they should issue a cheque. In a refund voucher 
you have to put a stamp and return it. It will take al-
most 3 months to get the refunds." 

4.58. Another non-official witness stated in evidence: 

"The delay in getting reiund can be anything ttom 8 to 9 
months and this IS ascrlbed to varlous reasons. 1n some 
cases It is the C'llStoms' fauJt, and in some other cases it 
is not the fault of Customs. Then.it was considerea that 
the time-lag should be reduced as far as the payment is 
concerned. I1t is linked with. the original BIll of Entry. 
Now, in the Bill of Entry if there is any objection, there 
ill a delay in the payment. Now, your order is received 
but the payment is not made because the original BIll of 
Entry is not available and 1 should suggest the original 
Bill of Entry should not be removed from the records. If 
there is no objection, a copy of the Bill of Entry should 
be made available so that payment is not delayed. When-
ever, refund order is given, it .takes anything from 7 days 
to 15 days, to get the cheque. . .. What we would suggest 
is that this might be treated on par with the income-tax 
which could be encashed from the bank so that the time-
lag of getting .the money after the refund order could be 
reduced." 

4.59. The witness added that: 

"Now for getting this refund. . .. there should not be any 
waste of time. I must get the refund immediately and 
I must also get interest on the excess amount which. I 
have paid." 

4.60. The Ministry have stated that the appeals or revision pet\-
tions are at times decided in principle and consequential refund is 
required to be worked out after a reference to duty bill, .insurance 
memo and invoices for purposes of reassessment. Sometimes the 
documents are returned to the appellants or petitioners by the Ap-
pellate Authority and, therefore, the'e documents are required to be 



53 

called for from the appellants if not received in time. This causes 
delay. Sometimes, the original bill of entry is not available. In such 
appealslreufnd ,petitions the some is reconstructed and therefund 
is pard on the basis of the duty bill produced after verification of any 
previous payment from the key register maintained in the Accounts 
Department. 

4.61. The Ministry have further stated that refund claims, which 
are generally rued with aU the supporting documents are finalised 
within the reasonable period. The time schedule for finalising ap-
praising refund claims has already been prescribed, according to 
which such claims have to be disposed of within approximately 90 
days. 

4.62. On being asked about the number of refund cases pending 
for over.a year, six months and three months Collectorate-wise. the 
Ministry have stated that normally refund orders are issued exPedi-
tiously and ca.IleS are not unduly delayed as would be evident from 
the break-up given below in respect of refund cases as on 30-11-1918 
pertaining to major Custom Houses:-

Name of the Cu.tom HOUle 

Bombay • --Calcutta • 

Madras 

Cocbin 

Over Over 6 Over S 
one monthl months 

year ---------.-

14 

Nil 

III 

S 4 
.. -------. 
96 258 

SSS 486 

120 IISB 

25 4B 
594 1040 

4.63. Having regard to the total receipts of refund cases for the 
period April,-September, 1978 in these Customs Houses which was 
20,765, the pendency cannot be said to be high although the age 
of the cases is a matter of concern and efforlts are being made ,to 
liquidate the older cases. The supervisory officers exercise control 
over the staft' dealing witb the processing of the refund claims. A 
watch is also kept over the progress made and the pendency posi-
tion by the Assistant Collector!Deputy Collector. Collector and the 
Board through scrutiny of progress reports. 
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4.64. A Member of Parliament in a memorandum submitted to the 
Committee has suggested ,that "instead of elaborate process now 
followed, the system of refund of duty should be across the counter. 
Auditing, checking with the original customs documents should be 
',ne subsequently. The importers should be asked to produce full 
documents and in such cases the above procedure should be adopted," 

4.65. The Ministry have stated that pre-auditing and checking 
"ith the original customs documents against which payment was 
initially made, is a necessary procedural requirement to guard. against 
double or erroneous payments, and against frauds and payments to 
wrong persons. 

4.66. In another memorandum submitted to the Committee it has 
been stated that:-

"Customs should 'fix' time limit in deciding the claims fOT 
refund. !If the case is not finalised within the 91:ipulated 
period and refund paid, interest should be paid by cus-
toms to the claimant." 

4.67. The Indirect Taxation Enquiry Committee (Jha Committee) 
which studied this problem observed:-

"Another important complaint of the asseSgee is thE" time 
taken for settling claims for refund, rebate and drawbacks. 
We feel that no refund or rebate or drawback should 
take more than three months to settle and this time limit 
too should be fixed statutorily. A time limit of 3 months for 
the grant of rebateslrefundsldrawback would, we feel. 
be liberal enough. In respect of refunds, the period should 
count from the date on which full information relevant to 
the claim has been furnished by the claimant. Where the 
statutory time limits are exceeded. on the analogy of 
provisions relating to grant of interest on delayed refunds 
obtaining under the Income-Tax Act. Central Excise and 
Customs laws should provide for payment of interest at 
appro1)riate rates from the date of expiry of the time 
limit." 

4 R8. The Ministry have stated that the recommendations of the 
Jha Committee are under examination. Just as there IS no provision 
for thf" payment of interest on delayed refundsldrawbacks, there is 
also correspondingly no provision for payment of interest by the 
assessees on arrears of revenue due to the Government. Fixation of a 
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statutory time limit for the sanction of refundsldrawback claims. 
beyond which the interest will start accruing, may ~:>me time result 
;'1 hasty disposal or rejection of the claims because of the time limit, 
thus carrying the cases to appellate or revisionary stages and may 
not, therefore, be a correct remedy. However, careful watch is 
kept by the Board through monthly reports required from the coUec-
tor and also by .the supervisory officers in the Custom Houses in 
order to avoid delays in finalisation of refundsldrawback claims. 

4.69. A number of organisations of trade and industry have re-
~'resented to the Committee that there is considerable delay ran,nng 
from 6 t'!> 12 montas in payment of reflmds by the Customs Depart-
ment it ha, been suggested that there should be a time limit for 
disposa! of refund claims. From the figures furnished by the De-
partment, the Committee find that as on 30 November, 1978 in the 
Collectorates of Bambay, Calcutta, Madras and Cochin there were 
~6 cases pending for more than a year, 594 cases pending for more 
than 6 months and ]040 cases pending for over 3 months. It has 
been stated by the Department that delay in payment of refunds 
is caused sometimes due to delay in receipt of documents from the 
appellant. The ~efund claims which are generally filed with al! 
supporting documents are finalised within a reasonable period. A 
time schedule for finalising/appraising refund claims has been pre-
scribed; according to the time schedule such claims have to be dis-
nosed of within approximately 90 days. The figure of pendency of 
refund cases in respect of a major customs houses of Bombay, Cal-
cutta, Madras and Co chin given above indicate that the actual schedule 
taken by the Customs Officers is far in excess of the time schedule 
prescribed by the Department. The Committee, agreeing with the Jha 
Committee, feel that the time has come when statutory time-limit 
should be fixed for g'I1ant of refund and if the statutory limit is 
ex('eeded, interest on the refund amount should be paid at appro-
priate rate from the date of expiry of the time-!imit. 

4.70. It has also been represented to the Committee that even 
after refund order is ptised. there is delay in making payment 
because certain essential decouments like bill of entry are not readily 
avai~able in the Customs office. The delay at this stage is highly 
deplorable. The Committee see no reason why the Customs cannot 
organise their rC'cords in such a way that all relevant papers are 
readily available. The Committee have recommended elsewhere in 
this Chapter a study into customs assessment procedure with. view 
to cutting delays by minimising stages of examination of customs 
documents. The Committee recommend that the Refund procedure 
should also be !ltudied and streamlined so as to enable an importer 
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to have actual refund not merely an order of refund, within the 
stipulated period of 90 days. The Ministry would also do well to 
ex~ine as to why the reAmd order, which is made after due 
scrutiny, cannot be straightway encashed as is reported to be the 
practice in the case of income-tax refund. 

F. Duty on Goods Pilferred or short landed or Destroyed 

4.71. It has been stated in a memorandum that:-

"In cases where the goods are found to be pilferred short 
landed, lost or destroyed, no duty should be recovered at 
all, but a part bill of entry may be granted for available 
materials and clearance may be effected. This procedure 
may be followed even in respect of packages with deficient 
contents or no contents. At present serious difficulties 
are being experienced as the customs are insisting on pay-
ment of duty on the entire quantity of the packages." 

4.72. It has been stated in another memorandum that-

"Customs Act, 1962 does not provide for grant of part bill of 
entry in respect of goods which are short landed, destroyed 
pilferred or those which cannot be cleared due to some 
restrictions under customs and allied act. In such cases, 
the Act may be amended to enable the""importers to file 
part bill of entry and clear the goods which are available 
and eligible for clearance." 

4.73. Elaborating the position further, a non-official in evidence 
stated-

"Sometimes out of 20 cases, a certain company may unload 
10 cases. Sometimes certain cases are noll unloaded at 
all. Such things happen. The importer files a Bill of En-
try. in advance of the receint of Invoice. Later on he 
says, 5 cases are missin~. He says it has come to my 
knowledge. Then he is told, you modifv the earlier Bill 
of Entrv. Then much of time is lost. They should look 
into this so that no time is lost. So the procedure in this 
re~rd should be revised and this is our submission." 

4.74. The Ministrv have stated that Sub-Section (2) of Section 
46 of the Customs Act. 1962 does not debar the filin~ of a Bill of 
Entry for clearance of a part of a consi~ment covering complete 
llacka~es, with the permission of the proper officer of Customs. 
Such part Bills of Entry are permitted in case duty has not already 
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'beep paid on the whole consignment. However, in cases where 
duty has been paid on the entire consignment and the goods are 
;sought to be cleared under the Second appraisement system, the 
only course which can be adopted for relief in respect of lost, 
destroyed or pilferred goods is to grant refund of duty, as may be 

.due. under the provisions of sections 13 and 23 of the Customs Act, 
1962, as the case may be. 

4.75. During the tour of Study Group of Estimates Committee to 
'Cochin etc. it was brought to their notice that where a part consign-
ment was received by one ship and the remaining consignment 
by another ship on a later date, the C'ustoms authorities charged 
duty on full consignment while clearing part consignment and 
also demanded duty afresh on the remaining part of the consign-
ment whenever it was received The assessee was then requ:reCi 
to submit application for refund of excess duty paid in this process 
which took time. It was suggested that duty should be charged 
{)nly on consignment actually received and not on full consignment, 
thus avoiding the necessity of submission of refund application 
later by the assessee. 

4.76. Asked to comment on the difficulty faced by importers the 
.representative of the Ministry of Finance stated d'uring evidence:-

"This is quite acceptable. Where they have opted for what 
is called prior to entry clearance, we realise the duty 
and give them the final clearance. When they find some 
packages have not arrived they can come back and say 
that some packages have not arrived and so the duty 
paid on them may be given back. Under the system of 
prior entry clearance there is no option but to come back 
to us and claim the refund". 

:4.77. He further stated that:-

"There is no problem if the packages are traced later on. 
He can use the same document to clear them; there is no 
question of refund or recovery involved. But what you 
probably have in mind is that the packages may arrive 
later by another steamer. In that situation subject to the 
procedural requirements. in principle we agree." 

4.78. It was pointed out that-"there are far too many case of 
"this kind, so why harass the small minority", the Chairman, Cen-
tral Board of Excise stated during evidence:-
',356 LS-5 



"It is not a question of harassment. What we are think-
ing now is of a case where out of 12 packages four have 
been short-shipped at the other end. These four may 
be traced or not traced; they may come after two months; 
or after six months. When they do come for legal pur-
poses the date will be deemed to be the date on which 
they come into the country and therefore, the assess-
ment made earlier may not be applicable to them. The' 
adjustments may p"f'sent some diffieulties. Apart from' 
that, in case the packages are not traced or they come' 
after a long time, it is easier for the importer to file a 
refund claim and get the cash in hand earlier". 

4.79. It bas been represented to the Committee that in eases 
where the goods are found to be pi!fered, short landed, lost or des-
troyed, no duty should be liecovered at all but a part bill' 
of entry granted for available material and clearance effected. At 
present, it is stated, the customs insist on payment of duty on the en-
tire quantity of the packages. It was brought to the notice of the' 
Study Gruop during tour that wh~re part cOilsignment was received' 
by one ship and the remaining consignment by another ship on a' 
later date, the customs authQrities charged duty on full consignment 
while clearing the part consignment and demanded duty afresh on 
the remaining part of consignment whenever it was received. The' 
importer could then claim refund of excess duty paid which took 
time. The Ministry have stated that the Cust~ms Act does n'lt 
debar the filing of a bill of entry for clearance of a part of consign-
ment provided duty has not already been paid on the who~e consign-
ment. The Committee feel that the existing procedure in regard to 
goods pilfered, short-landed, short-6hipped, lost or destroyed is not 
quite satisfactory as in most cases it would require an importer to 
pay duty for full consignment even though on~y a part ot the consign-
ment may actua~ly have been received and thereafter to go thrO'llgb 
the time-consuming process of claiming refund. 

4.SO. The Committee see no reason why the procedure in this 
regard cannot be simplified to :rp.quire payment of duty only for the 
aetua~ quantity of consignment received in the first instance, and if· 
the duty bas already been paid for full CIOnsignment before dis-
coverinat the short-receipt, to grant instant refund of the excess duty 
011 the spot without requiring the assessee to file any specialapplica-
don f'lr refund in the normal course. If procedure stand in the way 
of instant refund in such cases" it may be reviewed and simplified" 
without de~ay to mitigate to the extent possible the double hard-· 
~hip which the importers sufter, first, by not getting their consiga-
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ments i. full and. seeonclly 'by paying excess astoms nty for the 
full eonsipment and then undergoing the ordeal of :getting refund 
iD thE nonnal C01lI'8e. 

G. Laboratories under Central Board of Excise and Customs 

4.&1. The following fifteen laboratories are functioning under 
the Central Board of EXcise and Oustoms:-
Headquarters 

I, Central Revenues Control Laboratory, Hillside Road, Pusa 
Campus, I.A.R.I., P.O., New Delhi-12. 

<:U8t~ lAlboratOfies:--

1. Custom House Laboratory, New Custom House. Ballard 
J!!state. BOMBAY. 

;> 
2. L.ustom House Laboratory, Custom House, 15th Strand 

Hoad, CALCUTrA. 

3. Custom House Laboratory. New Custom House, MADRAS. 
4. LUstom House Laboratory, Custom House, COCHIN. 

5. Custom House Laboratory. New Custom House, KANDLA 
(Gujarat). 

6. Custom House Laboratory, Custom House, GOA. 

Central Excise Laboratories:-

1. Central Excise Regional Laboratory, Estrella Batteries 
compound, BOMBAY. 

2. Centra! Excise Regional Laboratory, 8th Floor, Yash Kamal 
Huilding, BARODA-5. 

3. Central Excise Laboratory, Assam Oil Company, DIGBOI. 

4. Central Excise Laboratory, Esso Oil Refinery, BOMBAY. 

5. l:entral Excise Laboratory, I.O.C., Refinery, BARAUNI 
(Hihar). 

6. Central Excise Laboratory, CORIL Refinery, VISHAKA-
PATNAM. 

Narcotics: -

1. uoVt. Upium & Alkaloid Works Undertaking. GHAZIPUR. 
2. Govt. Opium & Alkaloid Works Undertaking Station Road, 

NEEMUCH (M.P.). 
Total Laboratories-Fifteen (15). 
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4.82. Ministry have stated that facilities exist by and large in 

Board's laboratories for testing imported chemicals for various 
specifications inc:luding those given in Pharmacoposeas. The tests 
generally assist in determining the physical, chemical, analytical or 
the like characteristics composition of the tested material. There 
are objective standards for determining these characteristics or 
compc1sition and there can hardly be a question of premia on 
revenue considerations. 

4.83. A Study Group of Estimates Committee, Which visited 
Man galore , Calicut, Cochin, etc. during Jannuary-P'ebl"llary, 1979 
were informed that "testing of steel items was done at Calcutta, and 
it was felt that instead of sending consignments for testlng to 
such far off place, testing facilities should be set up at nearby 
place •. " ! 

4.84. Ask~d to state why a laboratory cannot be set up or 
identified near the port of entry, the Ministry have informed that 
the Customs laboratories can undertake the chemical analysis of 
steel samples. However, for the purpose of the Indian Customs 
Tariff and Import Trade Control at times deternttnation of physical 
characteristics like tensile strength, grain oriented studies of 
metals, etc., become necessary. These cbaracteristics can be deter-
mined only by using costly and sophisticated equipments which are 
at present available in the National Metallurgical Laboratory, 
Jamshedpur. The number of samples requiring test at Mangalore 
and Calicut. is small at present and on this basis there is not suftl-
cient justification for setting up independent laboratories at these 
ports. ,., 

Delay in furnishing test repcrrts 

4.85. In another memorandum it has been submitted to the Com-
mittee that- I 

"it takes too much time to get reports when the goods are 
sent for laboratory tests," 

It has been suggested that-
(i) Laboratory report should be expe,dited and should be 

submitted within a fixed time, i.e, 7 days frpm its re-
ceipt. 

(Ii) Whenever the importer is 'Urgently in need of the mate-
rial, the same may either be released on provisional as-
sessment after obtaining a sample. The final assessment 
can be done after obtaining laboratory test report. 
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4.86. A Public Undertaking has also suggested that uin case of 
delay in getting laboratory test reports the consignments should be 
released on the basis of the documents and undertakings given by 
the importers. Final assessment may be made on receipt of test 
report subsequently." 

4.87. In another memorandum it has been suggested that "the 
consignments may be despatched to the godown of the actual user 
in BOND and samples for chemical testing may be drawn at the 
warehouse/godown of the actual user. Such bales may be released 
for use only after they have been tested and cleared by the Customs 
and Excise Departments. The only difference being that the clear-
anc will not be at Bombay Port, but at the warehouse of the Com-
pany". Asked to state the reaction of the Government to the above 
suggestion, Ministry have stated that the request by and large is 
met by the procedure prevailing in the Custom House, which is as 
follows:-

UIn the· case of goods which are regularly imported, clear-
ance is allowed on the basis of previous tests which re-
main valid for certain period. Usually before the ex-
piry of the validity of a test report, samples from in-
coming consignments are drawn so that future consign-
ments are not held up pending test. Further, in respect 
of consignments for which valid tests do not exist, the 
goods are permitted to be cleated provisionally on execu-
tion of a suitable bond by the importers. This apart, 
facility for clearance of major portion of consignment, 
pending test is also extended in suitable cases.. The sug-
gestion of drawal of sample at the warehouselgodown 
of the actual user is fraught with risk. Further drawal 
of sample requires considerable expertise and super-
vision which would not be available if it is done at the 
warehouselgodown of the actual user". 

4.88. It has been stated that uwhere valid test reports are not 
available, the goods are permitted to be cleared provisionally on 
execution of a suitable bond by the importer. Further, major por-
tion of consignments is also allowed to be cleared pending tests in 
suitable cases. Having regard to the nature of the complexities ot 
various tests some of which have to be carried out at specialised 
Government laboratories situated at places away from the port ot 
import, it will not be possible to ftx a lmifarm period for tests 
reports. 
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4.89. The Ministry in their replies have stated that the question 
of the fixation of a time schedule of testing of samples was consi-
dered by the· Board It was felt by the Board that if any time 
schedule is fixed in this regard. it would dilute the responsibility 
of the Collectors Who are expected to ensure speed and efficiency 
in the clearance of goods as well as in the working of the labora-
tories. The period of testing as a matter of fact, could depend on 
the working of the laboratories, the number of samples for test. 
Where, however, the samples have to be sent to an outside agency 
such as Metallurgical Laboratory. Jamshedpur or Alipur Test 
House, Calcutta, it will rather be difficult to prescribe a time-limit. 
Major portion of the consignments is allowed to be cleared pending 
tests in suitahle cases. In !tny :!ase, In order to modernise the 
Customs Laboratories and streamlining of their working, the Gov-
ernment have set up a committee to go into the working of the 
Customs Laboratories and to make SUitable recommendations. 

4.90. The Ministry have furnished the following statement show-
ing the number of cases sent for tests du~ 1978 and the number 
in which tests reports were received within 3 months, 3-6 months 
and 6--12 months and above 12 months during 1978:-

Stfl#mlld rlunDin, It1ItJl IIumm OJCfllll md/tJf' tlz, tlSt durill, 1978 (JIId tlr, 1111mb". of com in 
whkh Iut&/Hwtlwm "MHd willling t/ItJIIIIr.r, S--6monthr, 6-Hl mtJIItMflIIdflborJI 12 mtJIItlzr 

Name of the Custom, Total Number NUJIlber Number No. of Remarks 
Houte number of eases of eases of cases of eases 

ofeases in which in which in which in which 
sent for Test Test Test Test 
Test Reports Reports Reports Reports 
during were were were were 
1978 received received received m:eiw.d 

withing within S within above 12 
months -6 6-llZ months 

month. months 

2 4 5 6 7 ---------,-----------------
Bombay 
CUitoma 
HoUIC 

Cochin 
CUltomJ 
HOUle 

Mac1ru 
CuatQlJlI 
HOUle 

399g6 9 

IS99 Nil 

8 Nil 

4 Nil Nil 

Nil Nil Nil 

Nil Nfl AI~ 
lZ7-lZ-79, !'eJ>o/ti 

for the remaining 2 
cues were pendins 
with the Alipore 
Test House. One 01 
theBe lZ CBII~ reJatd 
to ~ay 78 and 
another to December 
78. 



·'Calcutt. 
Customs 
House 

'TOTAL 

63 

5 6 7 

Nil. As on 9-3-79, 

39 

all the remaining 63 
caSCB are pendilll 
with the National 
Telit House, AI/pore, 
C.lcutta. These 
were sent to the 
Tcst HoUJc during 
February to Decem-
ber. 1978. 

Nil 

--------_.---- ,----
4.91. The Study Group of Estimates Committee were infonned 

-that "at present reports on the tests conducted by Government 
,approved laboratories have validity for one year after which fresh 
reports are required to be obta\ned. It was suggested that the 
validity of test reports should be extended to three years to avoid 
too frequent tests." 

4.92. The Ministry in their replies nave stated that nonnal 
validity of' test reports in respect of goods supplied by well-known 
manufacturers is two years. Only in few cases of supplies from 
new sources the normal validity of test reports is one year. In cases 
where validity of tests is expiring, samples can be drawn from 
the last available consignments before expiry of test validity at 
the request of the importer for the purpose of allowing a fresh 
validity period without withholding any clearance. • 

4.93. Asked to comment on the suggestion to extend the period 
of validity to three years, the representative of the Central Board 
stated during evidence that "It could be considered. This period 
of two years, r think, is a fairly long period, but we will examine 
'it." 

4.94. The Indirect Taxation Enquiry Committee (Jha Com-
'mittee) in its Report has made the following recommendation:-

"Volume of imports has gone up and even the pattern of 
imports has shown significant changes. Suggestions have 
been received for modernising and strentthening the 
existing test laboratories as also opening new ones and 
that these should be provided with latest technical lite-
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rature to meet with the increased requirements and to. 
avoid delay in clearance." 

4.95. The Ministry have informed that in order to modernise the 
Customs Laboratories and improve their working and efficiency the 
Government had set up an Expert Committee in May/June, 1978 to 
examine the working of the Central Revenue Control Laboratory 
at New Delhi and other such laboratories under the control of Cen-
tral Board of Excise and Customs. One of the terms of reference 
of the Committee is "utility or otherwise of tests 'carried out in 
O'Iltside laboratories". The Committee was expected to submit its 
report by the end of December, 1978. 

4.96. The term of the Committee has, however, been extended 
upto the end of June, 1979 and their report is expected to be sub-
mitted by that time. Further action in this regard will be taken 
in the light of the Committee's recommendations. , 

4.97. The Committee note that there are fifteen Laboratories, 
which are under the control of Centra! Board of Excise and Customs, 
and they are located at New Delhi, Bombay, Calcutta, Madras, 
Cochin, Kandla, Goa, Baroda, Digboi, Barauni, Vishakapatnam, 
Ghazipur and Neemuch. Their functions are to undertake among 
other things, chemical analysis of samples of imported chemicals etc. 

4.98. It has been represented to the Committee that it takes too 
much time to get the test reports. It has been suggested thaht the test 
reports should be expedited and submitted within a fixed pf'riod 
of time, say, seven days from its receipt. The Ministry have sta·ted 
that this aspect was considered by Government and it was felt that 
any time-schedule fixed in this regard would dilute the responsibili-
ty of the Collectors. Besides, it will be difficult to prescribe time 
limit in respect of samples sent to outside Laboratories. From the' 
Statistics furnished by the Ministry, it is seen that out of 412996 
samples taken in 1978, in 41,170 cases, test reports were received 
within 3 months; 22 cases took 3-6 months and 39 cases 6-12 months. 
The remaining 65 cases were pending with National Test House, 
Alipore an outside Laboratory. The Committee, however, feel that in 
deference to the wishes of the trade and industry, if a reasonable-
time limit is laid down to serve as a guideline for the laboratories; 
it will help inculcate a sense of urgency and importance in the 
minds of experts responsible for furnishing Reports and it may 
irilprove the position further. 
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4.99. The Committee feel that in order to reduce the burden on' 
the existing number of laboratories the normal validity period of 
a test report, which is two years in respect of goods supplied by 
well known manufacturers, and one year only in respect of supplies 
from new sources may be increased to three years without prejudice 
to the Collectors' right to draw samples for test at any earlier point 
of time in case of suspicion or new developments. 

4.100. The Committee note that in respect of consignments for 
which valid test reports do ~t exist, the goods are permitted to be 
cleared provisionally on execution of suitable bond by the importers. 
Facility for clearance of major portion of consignment pending test, 
is a~so extended in suitable cases. The Committee recommend that 
the facility for removal of major portion or entire quantity of goods 
should be extended with suitable safeguard to all cases where the 
importers are prepared to execute bonds which may be prescribed 
in this regard. 

4.]01. The Committee note the recommendation made by the 
(Jha Committee) Indirect Taxation Enquiry Committee for modern-
ising and strengthening the existing test laboratories. They are in-
formed that Government have set up an Expert Committee in Mayl 
June, 1978 to modernise the Customs Laboratories and improve their 
working and efficiency. The said Committee is expected to submit 
its Report by June, 1979. The Committee would like to be apprised 
in due course, of the recommendations made by the Expert Com-
mittee and the action taken or proposed to be taken thereon. 



CHAPTER V 

-CUSTOMS DUTY DRAWBACK SCHEME/EXEMPTION SCHEME 

A. Customs Drawback Scht"me-Fixation of Brand Rate 

5.1. The Customs Duty drawback is allowed not only on the 
duties incurred on the direct inputs of raw materials and compo-
nents utilised. in the manufacture of export goods, but also the 
earlier inputs that go into manufacture of the said raw materials 
and components. Drawback also takes into consideration the wast-
ages involved 'in the manufacture and the duty incidences on the 
p~cking materials used in the export of the goods. Drawback ratel> 
are fixed on the basis of either the average of the duty incidences 
on the materials or of actual duties paid by manufacturers. These 
rates are announced either for a class of goods-commonly known 
as all industry rates, or for manufacture by a particular manufac-
turer termed as "Brand" rates. 

All Industry Rates: 

5.2. The all industry rates of drawback are ft'Xed on wide 
average basis after obtaining data from the leading manufacturers, 
export interests, Customs and Central E:xcise Collectorates, and 
Governmental technical departments like D.G.T.D., Textile Com-
missioner, etc. The principles involved and the manner of fixation 
are also discussed in the drawback Standing Committee. wherever 
necessary, and decision taken. 

5.3. The all industry rates are generally revised every year 
immediately after the year's budget proposals and announced, 
taking into account the changes in duty incidences brO'Uglit out by 
the budget, and also the changes in utilisation, e.i.f.lassessable 
values. indigenous substitution etc., of the raw materials since the 
time of the earlier review. The rates are reviewed in between tlie 
year also wherever warranted. 

Brand Rates: 

5.4. The brand rates of drawback are fixed on the basls of the 
dutres incurred by a particular manufacturer in the export of goods 
effected by him. For this purpose, the manufacturing exporter is 
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required to furnish the necessary data and information in the pres-
cribed pToforma giving information of the raw material consump-
tion, procurement, payment of duty particulars, etc. etc. The 
information so furnished is got verified by the Customs/Central 
Excise Collectorates in which the manufactory is situated and 
thereafter the rates are fixed and announced by the Ministry. 

5.5. According to the Ministry of Finance the fixation of brand 
rate, in the very nature of things, is somewhat time consuming 
because of the need for the manufacturer to c·ompile the necessary 
data and have them verified and the rates are fixed, etc. In rea-
lisation of this inherent time factor, the Government have made 
provision in the Drawback Rules for· obtaining proviSional draw-
back on the basis of party's own data pending verification thereof. 
Intitially, the Rules permitted the grant of this proviSional drawback 
only 'Upto 75 per cent of the amount claimed by the exporter, but 
the Rules have since been liberalised to provide for cent per cent 
payment subject to the conditions of the Rules. 

5.6. The Rules also provide that where a particular manufacturer 
is not satisfied with the all industry rates (which as already mention-
ed is based on wide averages), he can come up for fixation of special 
brand rate on the basis of the actual duties incurred by him, Sll~.i(,,:·t 
to the compliance of the provisions of Rule 7 of the Drawbad; Rules. 

5.7. The Ministry have informed the Committee that once the 
rates are fixed, the settlement of drawbaek claims is attended to by 
the Collectors of Customs and Central Excise of the ports through 
which the exports are made. The Drawback Shipping Bill itself is 
treated as a claim and this is finalised after ensuring that the goods 
are exported, by checking with the Export General Manifest, and 
ensuring that the necessary formalities of the Rules are complied 
with. For settlement of some of these claims, chemical tests are 
required to be done after drawing samples at the time of export. 
Since the formalities of checks, etc., take some minimum time, the 
Government has introduced a scheme known as Duty Drawback 
Credit Scheme. Under this scheme, even at the time of export, the 
Customs authorities certify on the Shipping Bills provisionally the 
drawback amount payable on the basis .of the party's own declara-
tion. Immediately after the shipment, the exporter can produce the 
Shipping Bill containing the certificatiOl'l to the Scheduled bank and 
obtain on this basis 90 days interest free advance to be later finally 
adjusted by the bank, in accordance with the advice of final draw-
back payable, as received from the Custom House through the 
Rcsl:!rve Bank of India. 
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5.8. It has been represented in a number of memoranda to the 
Committee that considerable difficulties are experienced in getting 
drawback on customs duty on goods exported. There is delay in 
fixing the rates of drawback. It has been suggested that the rate of' 
drawback should be announced within 2 months from the date of 
receipt of data by the Department. The Department should pay the 
drawback within 3 months of filing the claims. 

5.9. A Member of Parliament in his memorandum submitted to· 
the Committee has stated that: 

"the industry is having difficulty in getting drawback of Cus-
toms duties on account of inefficient working and delay in 
disposal of cases," and he has suggested that "the draw-
baclt should be given immediately after the shipment is 
affected as is being done in the case of Cash Assistance by 
CCI&E". 

5.10. On being asked to indicate the normal time taken to settle 
the drawback claims, the Ministry have stated that in so far as 'all 
industry' rates are concerned, which cover more than 80 per cent of 
the amount of drawback paid, these are generally announced on the 
due dates. 

5.11. As regards the second category of rates i.e., brand rates, a 
sample study regarding the average time taken in the matter of' 
fixation of this category of rates has been conducted and it reveals· 
as under:-
--AVeragejtiIDC taken by the exporten to lubmit the 

data after exporta have been effected by them. • 

Average time taken by the exporters in arranging for the verification 
of the c:bta andl or conducting verification by the field fonnationa. 

Ig6 day~ 

19o days 

Average time taken by the Dcpartmentin determining, auditing 
and annoouncing the ratel. I gg days. 

TOTAL: 515 days _._-_ .... 
5.12. It would be seen from the above that it is nearly one year 

after the date of export that the data are available to the Ministry 
for fixation of drawback rate, and most of this delay is attributable 
to the exporters themselves. 

5.13. The Ministry have stated that no time limit has been laid 
down in this regard, as it is considered neither feasible nor practical, 
in view of various constraints, including exporters' own diftlculties. 
delay in furnishing data information, documents, arrangiilg verifi-
cation etc. 
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5.14. In regard to actual payments of drawback amount it has 

been reported by the Collectors of the major Custom House of 
Bombay, Calcutta, Madras and Cochin that, where all the informa-
tion and documents are available that most of the claims are settled 
within 3 months wherever drawback rates are available. 

15.15. On the question of cutting short the time, the Ministry have 
stated that the real remedy would be to effect changes in the exist-
ing law governing the drawback scheme some of which are indicated 
below:-'i! '1:'1 '..'~,'r'.nfl If : 

(I) As per the existing provisions of Section 75 of the Customs 
Act, the drawback is linked to the actual or average duty 
payment on the materials used in the manufacture of the 
export goods, which results in meticulousness and lot of 

'calculations. There should be a quick method of deter-
mination of rate of drawback which will require approxi-
mation and estimation, subject to the overriding factor 
that drawback does not exceed the duties collected on an 
overall basis, not with reference to an individual commo-
dity, hut for a whole class or group of commodities. 

(U) Making the drawback scheme need-based. 

(iii) Making the drawback 'fuller in respect of certain mate-
rials which may be deemed to be imported in respect of 
which India is the net importer. • 

(iv) Attgmentation of staff dealing with the Drawback Scheme, 
both at the headquarters and in the field. 

5.16. Ministry in their replies have stated that certain steps have 
already been taken like introducing the proviSion relating to deemed 
imports by amending section 75 of the Customs Act, 1962. 

5.17. The Ministry have further stated that a Committee of offi-
cials has been appointed to go into the question of cutting short the 
time taken for fixation of brand rates/settlement of dr2wback claims. 

5.1R, A non official witness suggested during evidence before the 
Committee that-

''' ... after the submission of the drawback documents, etc. it 
takes sometimes 6-7 months to receive money. For fixing 
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rates, it often has taken· 2-3 years which is· killing. This 
is not a healthy way in which we can streamline our 
export. If necessary, it should be· done on a running 
accounts basis declaring the import content of exports 
either on annual or half yearly basis. ,Let him make a 
declaration that he is an established importer. Based on 
this declaration, let the import authority issue a duty free 
import licence. This importer would periodically submit 
utilisation statements backed by export details, so that it 
is in any case being accounted for ... The difficulty is about 
the rate fixation which takes a long time. Therefore, this 
method of finding out free importation is very essential. 
Without this the drawback rate has got very little mean-
ing. Unless time lag is reduced to 15 days, it will not. 
help." 

5.19. According to the Ministry there is no unavoidable delay at all 
in the payment of drawback. 80 per cent of the drawback amount 
paid are on all-industry rates where the delay in fixing the rate does 
not arise at all. Reports from the Collectorates show that generally 
90 per cent of this amount is paid within 6 weeks, and in very few 
cases delay beyond 3 months are reported. The balance of 20 per 
cent are paid at brand rates. For 10 per cent of the· shipments brand 
rates exist and there is no delay on this account. In short, 85 per cent 
of the drawback due is paid within 6 weeks to two months of ship-
ment. 

5.20. According to the Ministry the suggestion made here would 
be quite useful in respect of those manufacturers who have a export 
manufacturing programme in hand utilising varying quantities of 
imported materials. This can be adopted within the existing system. 
The department has powers to fix a provisional rate in advance pend-
ing verifications of the utilisation of materials. Payment can be 
made on export on this basis and accounts settled from time to time 
on the basis of running accounts series. This procedure is being 
implemented on an experimental basis in one or two cases and after 
experience will be implemented on a wider scale. 

5.21. The Minifltry have furnished the following statement indi-
cating :he number of claims where rates of drawback were available 

. and settled during t~e vear 1978 showing the number of claims (with 
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Pel'centage) settled within 3 months and those settled in more than 
3 months:-_ .. _-----_._------- ---------------, 

Name oCthe cUltom Houle Total Total Pcrccntare 
No, 

oCclaims 
settled 
withins 
months 

Total Pcrccntap 
No, 

settled 
over 9 
months 

Bombay 

Calcutta 

Madras • 

Cochin • 

Vizag 

KandJa , 

Goa 

Delhi 

Bangalorc 

Madurai, 

Guntur , 

West Bengal • 

TOTAL: 

No, 
settled 
durin&' 
tneyear 
1978 

46495 

(9) 

118916 85 

39796 85'6 
SOlS8 29538 gB 

97 .60 25472 

309 

85 

45622 

3781 

687 

687 100 

90 119'1 

85 100 

26116S .57'6 

3368 8g'S 

687 100 

logl 1073 gB'3 

3805 3114 84'2 

(5) 

20g85 

6699 

600 

788 

19357 

413 

18 

6g1 

[Excluding Alunrdabad and Chandigarh Central Excise CoJl~ctorates, 1 

(6) 

3 

42'4 

10'7 

1'7 

15'8 

5.22. According to the Ministry where rates of drawback are-
availal:k, about 85 per cent of the total claims are generally being 
settled within 3 months, These claims where the rates are available 
but which cannot be settled mainly on account of the following 
reasons:-

(1) awaiting documents from the exporters. 
(2) awaiting Textile Committee Certificate, 
(3) awaiting Laboratory Test Report. 
(4) awaiting Export General Manifest. 
(5) For want of evidence of final shipment certificate in cases-

of export originating from a port other than the port of 
shipment. 
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5.23. The Ministry have stated that no doubt a rationalisation of 

the Customs Import Duty and the Central Excise Duty would result 
to a certain extent in the simplification of the drawback procedure. 
The complications and difficulties in ascertaining the duty incidence 
on raw materials and components used in the manufacture of an 
export product on account of the complexities and changes in the 
import and central excise tariff may get reduced. However, there is 
a limit to the simplification of both the tariff in a developing economy 
where differential duty rate structures has to be for the purpose of 
removing imbalances in our economy. Also import duty on quite a 
few material will have to remain high to mop up the excessive 
profits 011 domestic consumption. Where the export product is dep-
endent on URe of such high rated import material drawback scheme 
will have to be replaced by the Duty Exemption Scheme. 

5.24. In respect of others a simpler method would be to deter-
mine the drawback having regard to the duty incidence on the mate-
rials and the need to increase the competitive strength of the pro-
duct in the world market, instead of trying to equate it to the duties 
shown to be incurred. By this means cash assistance and drawback 
'Could also coalesce into one system of relief for the exports from duty 
burden. The drawback system could also cover not only the Cus-
toms and Central Excise duties, but also the sales tax and other 
commodity taxes. 

5.25. At present an annual amount. of about Rs. 150 crores by 
way of drawb;;.ck and about Rs. 225 crores by way of cash subsidy 
on exports is being disbursed. By introducing this extended system 
of drawback and making it need-based this amount of about Rs. 3751-
crores could be better utilised effectively in accordance with the 
needs. The stnlcture and nature of exports could also be patterned 
in the way Government deems as best suited to our economy. 

5.26. Commenting on the expeditious settlement of drawback 
.claims, the Secretary, Ministry of Finance during evidence stated:-

"About drawback claims, I will: only say that we are aware of 
the need for expeditious settlement of drawback claims 
in the interest of promotion of export effort of the country 
b.ecause unless drawback claims are settled, the exporter's 
capacity to sustain will be, impaired, by and large, the 
procedures have been streamlined and these claims are 
increasingly being settled on a broad basis. But I would 
not claim that everything is perfect and the procedures 
cannot be further improved upon. So when, the Com-
merce Secretary brought to my notice some-time back 
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that it 'would' be worthwhile for a group to go into the exist. 
ing .. procedures and suggest further improvements. I 
readily accepted that· suggestion and a Committee has 
been appointed under the Chairmanship of Member (Cus-
toms) with which officials of the Ministry of Commerce 
will also be associated." 

The representative of the Ministry stated that "the report of the 
. Committee was likely to be available in about a months' time." 

B. Time· Limj·t for Refund of" Drawbaek over-paid to' the Exporten 

5.27. On being asked to indicate the time limit prescrj.bed in the 
Drawback Rules within which an exporter is required to refund 
to Government the amount of excess dra,wback overpaid to him, 
and whether any penalty is leviable on the exporter in case he 
does not 'refund to Government the amount of draw-back overpaid 
to him within the· st;pulated time, the Ministry have stated that 
no time-limit is prescribed in the Drawback Rules during which an, 
'exporter is required to refund the amount of drawback erroneously 
paid or paid in excess of what the claimant is entitled to. The 
excess payment is recovered in terms of Rules 14 of the Cusboms and 
Central Excise Duties Drawback Rule~. 1971. While making the 
demand on the £'xporter, the Custom House specifies the time-limit 
within which the amount should be' paid. 

5.28. The Ministry have added that no p~na1ty is prescribed 
under the Drawback Rules. However, if the exporter fails to repay 
the' amount, the Custom' HOUse will take recoU!'se to Section 142(1) 
of the Cust()ms Act, 'as laid down in Rule 14 of the Drawback Rules . 

. 5.29. In this. connection, the Committee note that the Public 
Acc~unts Comr~~dtee of Lok Sabha had in their 76th Report (1977-

. 78.) mad~, the. follQwing observations:-

"The Committee also note that at present there is no provi-
~ion in. the Drawback. Rules for· prescription' of time-limit 
OR the· exporters for' refunding. the irregular payment 
made to ·them after the necessary claim thf'.refor is made. 
FurthE'r. there is also no prov;sion for penalty under 

:these . Rules,. inca.e the, exporter fails to repay the 
:. . . amount. J.udging from the number· of caselt· of irregular 

l_'Yment and . also, the .amount involved. in each cash, the 
Committee would recommend to the, Depa1tment to con-

.sider the feasibility of making. specific ?rovisions for 
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prescription of time-limit for m~ing refu.n.4 and levying 
of penalty alongwith penal interest in case the exporter 
failed to refund." 

5.30. On being asked to state whether some statutory time-limit 
could be prescribE:'Q and why no penalty was being recovered and 
only recourse was being taken to Section 142 (1) of the Act, which 
provides (i) deduction of amount from any money ewing to such' 
person: (U) recover the amount So payable by detaini.ng and seil-
ing of goods belonging to such person; and (iii) if the amount can-
not be recovered to take action through Collector of District. to-
recover th~ amount from such person as arrears of land revenue, 
the Ministry have stated that the proper officer passing an order' 
calling upon the exporter to refund the amount of drawback 
erroneously pajd. or paid in excess of what the exporter was entitled' 
to does specify ~. reasonable time within which the exporter must 
do so. The desired objective is, therefore, being achieved under' 
the existing system. It is, therefore, not .felt necessary to fix any 
statutory time-limit. The. Mi~istry have stated th~t the amounts 
of drawback paid erroneously or in excess have generally been 
refunded by the exporters themselves in cash or have been adjusted 
against the amounts due to them. There has, therefore, been hard-
ly any occasion for recoverihg the amount by invoking the other 
provisions of Section 142(1) of the Customs Act, 1962. 

5.31. On be'ng asked to state what remeclisl measures have been' 
taken to minimise the chances of recurrence of irregula~/wrong pay-
ments of drawbacks the Ministry have stated that the following re-
medial measures have been taken:-

(1) A column in the Drawback payment order to indicate 
'the amount of drawback' claimed'by the exporter has 
been introduced with a view to chec'k calculation error, 
if any. 

(2) Instructions have also been issued to mark the 'Shipping' 
Bill in broad letters where short shipment has taken 
place. 

(3) The column in the suppleme.ntary cla;m indicati~ the 
date or 'outward entry of the vessel' has been -intrDciuced 
to check the correct .date of export for 'purpoae. of grant_ 
:0£ drawback. 
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.5_3~. At the ,instance of the, Committee, the Ministry furnished 
a statement ~hO'wing cases involving irregular payment of drawback 
amounting to lO,OO(} or above dtlring the lastftve years. It would 
be, seen from the statement showing toe names of parties to whom 
irregular (wrong) payment Qf drawback amount to Rs. 10,000/- and 
more were made during the period from 1973-77, that irregular 
(wrC'T'I~) payments over Rs. one lakh were ~ade to some of them, 
as sho IVn below:-

~.-. ---_. 
3r. Name of the Patty'. name Amount Date of 

No. Castom House (RI.) recovery 

1 Bombay. M/s. Madra Rubber Factory 1,114,019' 83 4-3-77 

2 Do. M/s. Atul Procb.lcts Ltd. 10,00.000' 00 Jl~-9-78 

3 Do. M/I. Industrial Cables Ltd. ,.6,,166'4° Do. 

4 Do. M/a. Blundell Eomite Paints ',20.900' 00 1-3-77 

5 Do. M/I. Motor Induatrif'1 Co. 1,45.1107' 40 3-11-77 
6 Do. M/ •. Volero India Ltd. 1,110,400 ' 411 

7 Madurai M/s. Bhaskaran and Co. Tuticorin 1,07,028' 00 

8 Calcutta M/I. Fort GIOIter Industnf" Ltd. I ,58,ges . 61 S-3-7S' 

9 Do." M/a. India Cable Ltd. 3.611.1111 I . 119 IS-II-7! 

10 Do. M/ •. Andhra StCf'1 Corpn. Ltd. 1,08.570' 00 5-6-']6 

II Do. M/a. Andhfa Corpn. Ltd. 1,03.336' 61 211-8-75 

III Do. M/ •. Andhra Corpn. Ltd. t.98,.f64· 16 12-s-76 
13 Do. M/ •. Andhra Corpn. Ltd. 1,83,580' 89 27-4-76 

------_ ... -. ,. __ .. __ .. -- ---~ .. ----... - .. 

5.33. The Publi,~ Accounts Committee (1977-78) who had beeD 
'Supplied similar ,figures of excess payment of drawback had observ-
ed as f()ll~.ws in .taeir 76th ~port:-

• 
.... i.45. The Committee' are surprised to note that there are 

quite a good number 'of caMS pertaining 'ttJpaymentof 
irregular drawback of mOre than Rs. 10,000 -each during 

"the last three 'years' in respect of Bombay and Calcutta 
CustomHouses. While ac~rding to Bombay CUstom 

. lloLtte (:ompilation of a list of all such casesot over;.pa,.-
" . '" . 



ment wllibeextnmleiy time c0B8uming, -they have fur-
nished n list of 16 cues collected with reference -to Cus-
toms Revenue Audit objections, 'records for which are 
stated to have been maintained. Out of these 16 cues, 
two ('ases involve the paymeRt of more than Rs. 1 lakh 
each Hnd two more cases of more than Rs. 50,000 each. 
The Committee woul~ like to know the position of the 
recovery of amounts in all these cases. Iti:; unfor.tunate 
that in spite of sufficient time taat was given the Custom 
House has not found it possible to compile the list of all 
cases of irregular payment of oveot Rs. 10,000 during the 
1a8t 3 years. It is a sad commentary on the type of re-
cords being maintained for huge. financial transactions in 
the Custom House and the Committee would like to know 
the detailed reasons therefor. The Committee also note 
that there have been as many as 38, su~h cases in respect 
of Calcutta Custom House. Concerned over the large 
number of cases of irregular paymrnt in Tespect of' Bom-
b:ly and Calcutta Custom Houses the Committr::e recom-
mend 1hat the existing procedures for- checking and main-
taining registers and accounts may further be examined 
thoroughly with a view to identifying and plugging the 
loopholes. " 

5.34. Asked to state whether any enquiry has been made to fix 
responsibility on the erring officials, the Ministry have stated that' 
in 8 cases "such an enquiry was not necessary", in 3 cases, "no 
enquiry was held". Out of the remaining 2 cases, in one case "such 
an enquiry was held, the concerned officers have been " .. am ed " , and 
in the other case, it has been staled "the enquiry was held bv .the 
Directorate of Inspection who have reported that no malafide is 
involved. However, the explanation of the officers ~oncerned have 
Peen called for, fQr de~liction of duty". It has also been stated that 
'instructions 'have been issued to all the field formations impressing 
upon' them th~t- 'th~' 'rate of drawback fixed on ,:, all industry b'llsis 
relate to "articles made of 'paper; and not to <Paper' as such;-' 

5.35.· 'fhe Committee nate -that at present two .. ts of drawbadt 
rates · ... e "annouMed ~y' oe"ernmeatviz., (i) iD4lu.stfy rates ."pli. 
cable tn .~ lodustry: as a wbe1e imd (it), Braad rates which arr 
applieabl.lo only· speei&c maliafaciupers! elllPOl'ters. The all induIi-
tIT rates 'ilN -telleraUy re'Vi" eve~ year ·iJIlme4iately after thl'l 
.1IutI~et.-~ad .. !fneee..aQ'; in betweeDthe~.,..r. ,These'rates cover 
more th.,. 80 per cent of the "QUnt of drawback paid. The Brand 



.r .. t~ of .rawMck are fbetI' Qn die basis of the duties int .. urred by 
a ,",mealar mallufaeturer in the export of goods etfeeted by him. 
A numher of Ot'gaDisatiODs have reJU'eSented to the Committee that 
{lw-re is delay iq bing the rates. According' to a non-ofBcial wit-
iteR!> it ha<; often taken 2-3 years' time for fixing the rates. AcC'ord-
in~ to the ll'linildry no time.1imit has Hen laid down in this regard 

. as it iN ('onsidered neither feasible nor practicable in view of va1'ious 
('onstraints inctudinl{ exporters own difficuldes. The Minish'~ ha\'e 
stated that ac-cording to a sample study regarding the averag'! time 
tUfOn in the matter of fixation of brand rates, it takes 011 an aver'lgc 
515 days to determine a brand rate, of which 196 days are taken 
tly the exporter to supply data and 319 days are taken in veriHcat;on 
of data and unal determination of rate. In the Committee's opinion 
there can he no justification whatsoever for such a long dehy and 
a procedure. which consumes so much time to deter""ine the "ate, 
cannot but he hela utterly unsatisfactory, to say the least, and 
1IIb&.uld have been changed long ago. The Committee strongly urge 
that a radical and tborough overhaul of the procedure should not 
be df'layed any longer. 

5.3ti. 'fhe (:ommittee have received reports of delay in making 
]Jayment of drawbaCk to the industry. Accqrding to the Ministry 
there is no unavoidahle delay at all in the payment of drawba(~k. 
The overall I,osition, according to the Ministry, is that 85 per cent 
of the drawback due is paid within 6 weeks to 2 months of shipment. 
In this rontext the Committee would like to refer to the Finance 
Secretary's statement during evidence that although the procedures 
had beeu streamlined, "I would not claim that everything is perfect 
and the prol'cdur('s cannot be further improved upon." The Finaft(~e 
Seu('tary also l-tated that there was need for expeditious settlement 
of drawback claims in the interest of promotion of eXl)ol't eftort of 
the country. If the exports have to be promoted and if, as claimed 
by the l\1inistry. 85 per cent of the claims are paid within 6 weeks 
to Z months of ~;hipment, the Committee see no reason why the 
Govel'hmcnt should not accept the recommendation made by the 
Jha Committee (lfl78) .• that no case of drawback should take more 
than :I months to settle and this time-limit too should be Hxed 
statutorily. The Committee would like that this statutory p('riod 
of :~ months for settlement of drawback claims should be fixed 
without any further hesitation. This period should sturt from the 
date of shipment of goods and where statutory time-limit 
is ('xc(~edcd, the law should provide for payment of interest at the 
appropriate ratc from the date of expiry of the time limit. 
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5.37. The Committee further recommend that the panel of officers 
which has been appointed by Government to go into the question of 
expediting settlement of drawback claims should be asked to draw 
up a detailed but s.implified procedure to prescribe time' limit· fer 
examination of drawba~k claims at each stage so 'as to make -itprac-
tical for the Customs organisation to finalise all DrMwbllck claims 
~i~hin the recommended period of three months 

5.38. The Committee note that the Government have introduced 
a scheme known as Duty Drawback Credit Scheme under which 
even at the time of export the Custom authorities certify on shipping 
bills provil)ionally, the drawback amount payable on the basis of 
parly's own declaration. The exporter can produce the shipping 
bill containing the certification to the Scheduled bank and obtain on 
this basis 90 days interest free advance to be later finally adjusted 
by the banks in accordance with the advice of final drawback pay-
able as received from the custom houses through the Reserve Bank of 
India. The Committee desire that the panel ()f officers appointed to 
go into the working of the drawback scheme should examine whe-
ther the importers/exporters are taking full advantage of this scheme 
and if not. to simplify the scheme further to make it more attrac-
tive 

5.39. A suggestion has been made to the Committee that the es-
tablished impor.ters should be given duty free import licences f~r_ 
materials to be used in the export goods. The importer should o~ 
Tunning accounts basis declare annually of half-yearly the import 
content of his exports and periodically submit utilisation statements 
backed by export details. This would avoid difficulty and delays 
experienced in the fixation of rates of drawhack. and ir. gettin({ the 
drawback amount. According to the Department this suggestion is 
fluite useful in respect of those manufacturers who have an export 
manufacturing programme in hand. The department can fix pro-
vil)ional rs.te to drawback in advance pending verification of utilisa-
tion of materials. The payment can be made on export on this 
basis and accounts settled from time to time on the basis of running 
account series. The Committee are informed that this procedure 
is being implemented on an experimental basis in one or two cases. 
The Committee suggest that the evaluation of this experiment may 
be made and the procedure with necessary improvements in the 
light of tbe experiment progressively extended to more and more 
items. 
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5.40. The· Committee note that in a number of cases, amount of 
-drawback paid was in excess of what the exporter was entitled to 
-and the I\Xcess amount had to be recovered from the exporters. In 
It few CU'Ip'! enquiry was held by the Directorate of Inspection and 
the offit'I'r:; were warned or explanation of the officers was called 
for. The Committee are of opinion that ~n cases where malafide 
is provp.d necessary disciplinary action should be taken against the 
(()fticers cuncerned. It is imperative that the excess amount of draw-
back pa; ,i to the exporters should be recovered from .them at the 
earliest 

C. Duty Exemption Scheme 

5.41 Jl scheme of Duty Exemption was introdu~ed in the beginn-
in~ of If,76 (duty approved by the Cabinet Committee on exports) 
providinj; tor duty free imports of certain specified raw materials 
B.nd c(>'nponents against advance licences, for execution of specific 
,export QI'ders. The scheme initially covered 55 items, but it was 
later e I=panded to cover in all 95 items. 

5.~,2. ~'he rrimary objective of the Duty Exemption Scheme 1s to 
fret (ver certain inherent constraints in the sch~me of drawback 
,that has been in force for the past few decades. 

The matn handi?aps under the Drawback Scheme have been.-

(i\ the relief of import duty burden falls short of the dutip.s 
paid, in cases where a particular material is available from 
both the imported and indigenous sources, since the Gov-
ernment fixes the drawback on weighted average basis; 

,(i \ the drawback becomes due only after the shipment of the 
goods takes place, with the result that there is blocking 
of funds of import duties for long periods, commencing 
from the date of payment of duty t;l1 the goods are manu-
factured and exported; 

(\ 'j) the determination of drawback with any fair degree oC 
accuracy calls for submission of detailed data, the ven1-
cation of which involves considerable time by the field 
officers. Some more time is involved thereafter for the 
Directorate of Drawback to fix the rates. 

5.43. '30me of the essential features of the Duty Exemption 
Scheme 81'8:- .l 
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( . The raw materiallcomponent requirements~pplied for by 
the party for execution of export orders, are determined 
with reasonable degree of accuracy. Toe Cabinet Com-
mittee has made the D.G.T.D. responsible for certification 
of these requirements. On the basis of this certificate, 
the matter is considered by the Advance Licensing Com-
mittee, in which the representative of the Directorate of 
Drawback is also a member. The views of the Direc~ 
to~'3te 01 D:awb.lck are also taken into ac~ount, and ap-
propriate decisions taken by the Advance Licensing Com-
mittee in respe t of the quantities, technical specificat;ons 
and values of the raw materials to be allowed import duty 
free. Likewise, the Committee also decides the quantity, 
technical character:stics and value of the resultant p:,o~ 
ducts to be exported. 

(ii) Based on the above decisions, the Advance Licence and 
Duty Exemption Entitlement Certificate are issued by the 
Licensing Authorities and Directorate of Drawback res-
pectively. The imports and exports are later governed 
by the de:'crirtionslconditions;stipulations in these licen-
ses and Duty Exemption Entitlement Celt:ficates. 

(ii:) Duties are colle'ted on the exemp,t mateI'ials which have 
not been utilised in the manner laid down in the Certifi-
catelNotification. or wh:ch have been found in excess of 
the actual requirements for the manufacture of ex-
port goods. 

5.44. 'rhe exemption scheme is confined to only the materials and 
components listed in the notification, which as already stated at pre-
sent COVi!rs 95 items. Applications for increasing the coverage are 
rons'dered by the Advance Licensing Committee and on the basis 
of its recommendations, suitable action to enlarge the scope of 
the notUcation is taken. From the introduction of this scheme 
about 1~'O Duty 'Exemption Entitlement Certificates have been issued 
till 31.5 1978. 

5.45. The Committee asked whether :t was not possible to bring 
Rll the items under duty exemption scheme, the Ministry have stated 
that this s'heme was intended to be a complement to the drawback 
s'~heme and' not a substitute. Tn certain situations, an exporter 
would find it convenient to adort the duty ex~mption scheme, and 
at ether times. the drawback scheme for the:aame export commo-
dity. There would also be sJuations where tioth" the ,schemes will 

~ . . . . . 
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sUnultaneo:u$lyoperate, the former in so far as it CIJllC!em the im-· 
pc)rted . raw matel'ial inputs, and the later Central kcise duty ele-
ment of inc;ii,genous material inputs. Further, Duty Exemption-
S heme is available only for imrorts aga:nst ,advance licences, 
whereas there are so many other ca~gories of imports like,. 
OGL, Actual Users Replenishment licences etc. Imports of ma-
te:hls under these categories are also used for manufacture of ex-
port" goods and the exporters have to avail of the drawback scheme. 
In the : ircumstance both the schemes are complimentary to each 
other. 

5.46. Under the present duty exemption ~heme, rel 'ef IS decided· 
on a case to case basis on the advice of tite Advance Licensing Com-
mittee. Only. those materials which are normally required to be 
imported for export produ -tion need be cov~red by this scheme. To 
prevent any fraud. it is essential that a decision on exempt'on has 
to be taken by a High Powered Committee like the Advance Licens-
in~ Committee on a case to case basis. 

5.47. The Ministry have further stated that a review has been 
made of the dllty exemot'on scheme. The question of extending 
the duty exemption scheme to imports made in other categories like 
advance category of actual users is under consideration. 

Adop.tion of Duty Exemption Scheme instead Of drawback of Duty 
Scheme 

5.48. It has been represented to the Committee by the trade and 
industry that the "Duty Exemp~ion Scheme is beneficial to the trade 
but the trade is not making full advantage of the Scheme," and "the 
scheme does not appear to be working satisfactorily mainly on ae· 
count of inflexibility on the part of the Customs." 

549. A Member of Parliament ID his memorandum submitted to 
the Committee has stated that "Duty Exemption Scheme would be 
adopted instead of drawback of duty scheme and it should be mRde 
applicable to more items with proper procedure duly safeguarding the 
revenue." In yet another memorandum submitted to the Commit-
tee it has been stated that:-

"Delays are experienced in the working of Duty Exemption 
Scheme. The delays mainly arise because of. lack of co-
ordination between the Customs Authority on the one 
hand and the Import Control Department on the other. 
Duty Exemption is granted under the scheme only when 
the importer concerned produces an endorsement on his 
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import licence to that effect f'l."om the Import Control De-
partment. It is in the ':fltness of things that steps should 
be taken tobri'ng'about·the much n:eeded coordination bet-
",een the. twbDe.partments, so· as to avoid delays which 
rlefeatthe lmderlyirig purpose of the Duty Exemption 
Scheme." 

5.50. Commenting on the 'Duty Drawback S'cheme' and the 'Duty 
'Exemption Scheme', a' nort-official stated during evidence:-

"Our experience is that it takes· 6 to 8 months to get duty 
exemption on items we have to export as part of a major 
turn-key job. My suggestion is that the present . proce-
dures involving th~ Finance Ministry, DGTD and so many 
other authorities should be removed and there should be 
an all-comprehensive duty exemption for all products that 
are used for export, on the basis of a bank guarantee and 
a personal affidavit of the managing Director or head of 
the company for the proper utilisation of the materials." 

5 51. The Ministry have stated that the Duty ~xemption Scheme 
-and the Duty Drawback Scheme are complimentary to each other 
and not a substitute. The duty exemption scheme is, however, under 
review. 

5.52. In reg~rd to the coordination between the Department of 
Revenue and the Chief Controller of Imports and Exports it may be 
mentioned that decisions are taken by the Advance Licensing Com-
mittee on which Department of Revenue is represented and these 
decisions are implemented by both the Departments and as such there 
is coordination between both the Depart.ments. Once the Advance 
Licence has been issued by the Import and Trade Control authorities, 
the Duty Exemption Entitlement Certificate is issued without delay. 

5.53. The Ministry have stated that an important change in the 
·Scheme has been introduced this year by allowing the regionallicens-
ing authorities to issue advance licences on merits, without waiting 
for a decision regarding duty exemption. The duty exemption 
aspect will be separately considered. at the meeting of the Advance 
Licensing Committee· and the advance license already issued will be 
made subject to the duty exemption benefits as may be decided by 
the Advance Licensing Committee This will give time to the party 
to negotiate for imports and complete import forlDalities pending a 
decisioll with regard to duty exemption. 
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5.54. The provision has also been made to consider applications 
lor 'Imprest' licenae, i.e .. without insisting; on specific export order 
for applying for Advance licence under duty exemption scheme. 

5.55. About the relative merits o'f the two schemes, the Sp.cretary, 
Ministry of Frnance stated during evidence:-

"The Revenue Department by itself is inclined to favour the 
drawback scheme, as under the procedure for grant of 
drawback, we go into the meticulous calculation of the 
disadvantage or disability suffered by the exporter in the 
form of excise duty paid on inputs. Another scheme of 
compensating him for that disadvantage would be to allow 
duty free import of inputs. One point of view is, why 
should the export lock up money, why should he suffer 
the payment of customs duty and then claim refund of 
drawback from the Department, why cannot the Depart-
ment allow him exemption from payment outright. The 
Finance Ministry accepted the validity of the argument in 
1976 and said that we shall progressively move towat'ds 
that direction. But I would plead that we have to make 
a cautious progress from the drawback scheme to the duty 
exemption scheme. I would like you to examine the sug-
gestion in the light of this." 

5.56. The Committee note that a scheme of duty exemption has 
been introduced from 1976 providing for duty free imports for cer-
tain imported raw materials and components against advance licen-
ces for execution of specific export orders. The primary objective 
of the scheme is to get over certain inherent constraints in the 
scheme of drawback that has been in force for the past few decades. 
The Committee have been informed that the "duty exemption 
scheme is beneficial to trade but trade is not making full advantage 
of the scheme", and "the scheme does not appear to be working 
satisfactory mainly on account of infiexibility on the part of Cus-
toms". It has also come to the Committee's notice that delay ex-
perienced in the working of the scheme is mainly because of lack 
of co-ordination between Custom Authority on one hand and the 
Import Control Department on the other. It has been suggested 
that there should be an all com,rehensive duty exemption scheme 
for all products that are used for exports on the basis of a bank guaran-
tee and a personal affidavit for the proper utDisation of the materials. 
The Committee note that since the introduction of the scheme in 
19'16, it bas been extended to cover 95 items and only about 120 duty 
exemption entitlement certificate were issued till 31 March, 1978. 



This .only supports the viewpoint of the in_try that inspiteof the 
fact that scheme is ;beneficial to the trade, fun advnntage of the 

scheme is not being taken by trade aad industry and the seheme 
does not appear to be working satisfactorily. It has been stated by 
the Ministry that the Duty Exemption Scheme is uDder review. Th.e 
Committee desire that while reviewing the working of the scheme 
the diflieulties pointed out by the trade aDd the suggetion given to 
make it a comprelaensive sc·heme to apply to all products used for 
exports sbouJ.d be examined and the scheme made simpler and 
comprehensive so as to cover the maximum possible items and to 
give full satisfaction to the importers and exporters. 

5.57. According to the Ministry the Duty Exemption Scheme i .. 
complementary to Drawback Scheme and not a substitute. In cer-
tain situations an exporter would find it convenient to adopt the 
Duty Exemption Scheme and at other time Drawback Scheme (or 
the same export commodity. In certain situations both schemes will 
simultaneously operate~ During evidence' the Finance Secretary 
!dated that the Finance Ministry while introducing the Duty Exemp-
tion Scheme in 1976 had accepted the validity of the argument that 
the exporter .should not lock up his money by payment of customs 
duty on imported raw materials used in export production and that 
the Ministry should allow him exemption from payment of duty 
outright. The Ministry, it was stated had proposed that they would 
Jlro~essively be moving in that direction but "we have to make 
cautious progress from Drawback Scheme to Duty Exemption 
Scheme." 

5.58. As the Duty Exemption Scheme enables an importer to 
avoid locking up of his capital on payment of import duty and later 
~'Pllre.s him the botheration of going through a long process of getting 
drawback, its advantages are obvious and well-recognised. Now 
that the scheme has been in operation for over three years, the Minis-
try should have acquired enough experience of the working of .this 
scheme to be able to extend it confidently to more items and thus 
mer.t the demand of the trade and jndust~·y. The Committee, how-
ever, feel that option to choose between the Duty Drawhack Scheme 
and Duty Exemption Scheme should remain with the importer /ex-
porter and he should be allowed to exercise the option without any 
difficulty. - ~ ~ 
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5.59. TIle Committee are informed that there have been delays 

irA the working of Duty Exemption Scheme also. The delays have 
mainly arisen because of lack. of coordination between the customs 
authorities on the one hand and the Import Control Department on 
the other. The Committee would like the Government to go into 
this matter and bring about much needed coordination between the 
two Departments 50 as to avoid delays. 



AppeaZs 

CHAPTER VI 

APPELLATE PROCEDURE 

A. System of Appeals/Revision Applications 

6.1. Under Section 128 of the Customs Act, 1962 any Person 
aggrieved by any decision or order passed under this Act may, within 
three months from the date of the communication to him of such 
decision or order may appeal to the Board or to the Appellate Col-
lector depending on whether such decision or order 
has been passed by a Collector of Customs or by an officer 
of Customs 10V(.er in rank than a collector of Customs. Under 
Section 129 of the Act, any person desirous of appealing against such 
decision or order shall, pending the appeal, deposit with the proper 
officer the duty demanded or the penalty levied. However, under 
proviso to the aforesaid section a discretion has been given to the 
Appellate authority to dispense with such deposit, either uncondi-
tionally or subject to such conditions as it may deem fit, if it is of the 
opinion that the deposit of duty demanded o.r penalty levied will 
cause undue hardship to the appelant. 
Revisions AppZ';ca.tions 

6.2. Any person aggrieved by the Order-in-appeal passed by the 
Appellate Collector of Customs, or by the Central Board of Excise 
and Customs under the Customs Act, 1962 (Section 128) can prefer 
a Revision Application under Section 131 of the Customs Act, 1962, 
to the Central Government within the time-limit stipulated und8l' 
Section 131 (2) of the Customs Act read with the proviso thereto. 
The Revision application against the Order-in-appeal passed by the 
Appellate Collectors of Customs and Central Excise, lies to the Ad-
ditional Secretary / Joint Secretan (RAS) , Government of Indh, 
Ministry of Finance, Department of Revenue. Important cases are 
heard/decided by a Bench compr;sing the Additional Secretary and 
a Joint Secretary or two Joint Sec'l'etaries---while the Revision appli-
cation preferred against the Appellate orders passed by Central 
Board of Excise and Customs, lies to the Special Secretary (RAS). 

6.3. The Customs Act contemplates two tiers Cit appellate remedy 
as mentlioned above. The Central Government's decision in the 
Revision application filed by the petitioner is final within the frame 



work of t}le ~usto~s Act, 1962 Against-this order, the"~riiy remedy 
open to t~e aggrieved person is tp. go to' the Court of:·· La.\iv and file a 
wri't' Petition: •. \' 

6.4. The following table shows the number of appeals pending as 
on 1-2-1979:-

---------------.,,---.---------~-. -- ---._._-.,..----'-----
Total pendency 

Delhi 1008 (gGS on 1-4-'S) 

Calcutta 754 (1302 on 1~4-'S) 

Madras. • 3#5 (3235 on 1-4-'S) 

Bombay 4501 (568S on 1-4-'S) 

TOTAL ~708 .(lIlgl on 1-4-'S) 

No •. of mqre than one year old 
. appeals 

276 (155 on 1-4-'S) 

180(18, on 1-.-7S) 

8,lI (113l1'on 1-4-78) 

926 (591 on 1-4-'S) 

":,.. • ...a. _ •• 

2254 (23%) (2065 on 1~4-7S) 
---------_.'---- ------' ------

6.5. The Ministry have stated that the major reason for increased 
pendency of appeals is the periodical shortage in the ~~ength of 
Appellate Collectors in Delhi,' Bombay and Madras and 8Iso the in-
creased receipts of appeals by the Appellate Collectors. There has 
also been a steady increase in the inflow of appeals in Bombay, 
Madras. Calcutta and Delhi though ther'e is a sLght declining trend 
in 1978. The figures of receipts and disposals of appe"'ls during the 
three calendar years of 1976, 1977 and 1978 are as follows: 

- _._._- --- -- -- ---- •.. --~--
Receipta DiaPosI. -----

1976 1977 19,8 1976 1977 1978 

Bombay 16.8gB 16.046 11,1195 15.681 I·40999 12.IIZ6 

Madras ,.165 5,713 5.533 7,g6g '5.684 5,611 0 

Calcutta lI,r69 R,853 11,544- It.934 1I,?08 9.152 

Delhi !!"RB 2,SsS 1,906 11,311 2,759 1949 

--- - -_._--_ .. -- -_ .. ------- ._._-
" 

6.6. Asked to state why the posts of Appellate Collectors were not' 
being filled up, Ute representative of the Ministry stated· during 
evidence: ' . 



"There, 8ft variOus' exigettcies Aotualty in 'BOmbily~ normaJiy 
the strength·of Appellate' Collectors should 'be 4. Some-
times there is a transfer. There aI'e vacancies, sometimes 
in Excise, and sometimes in the Customs, at the Appelhte 
level." 

6.7. The Chairman, Central Board of Excise aud Customs 
lldded:-

"As on to-day, there is no vacancy in the p~sts of Appellate 
Collectors. There is one Appellate Collector who is on 
leave. Other-wise the strength has been fully 
filled. As far as supporting staff is concerned; there 
are senior technical officers. q'here were some vacancies. 
Some officers were posted. Orders were issued, but they 
did not join. But two days back orden were issued for 
filling up all the posts of the supporting staff~ I hope they 
will join. 

I must clarify that the problem of vacant posts applies to every 
section of the Department. At certain periods perhaps 
the Departmental Promotion Committee may not have 
met." 

Speedy Disposal of Revision AppliCations 

68. It has been suggested in a memorandum submitted to the 
Committee:-

"Time limit should be fixed 'for hearing (within six months) 
and disposal (one month) of appeals and revision applica-
tions. 

Appellate officers who are liable to transfer should pass orders 
before transfer becomes effective as otherwise a re-he~ring 
before the next incumbent becomes necessary, which caus-
es avoidable hardship to the party:" 

6.9. Asked to state whether any gUidelines in this regard have 
been laid down, the' Ministry have stat-ed that it is desirable that 
"ti~e limit far hearing and disposal of appeals should be fixed. How-
ever, this may not be practicable in all cases. 

6.10. In many cases fixing of personal hearing within a certain 
"time .1imint, if! laid down,· is not possible ,as sometimes: the. adjudiea-
tiOD' case records are not available either· beca1Ase, ·theymilUt have, 
been 'taken over by a~other investigating agency like the C.Bil. -or 
because these might be required in connection: with a _ court case .. , 
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<~et another reason why it may not be possible to fix hearing within 
.8 specified time limit may be that the same issue as in an appeal 
may be pending decision by a court. Decision in an appeal within 

.& specified time limit after the hearing may also not be possible 
because sometimes the appellants raise fresh points at the hearing 
.and such points require further investigations to be made which is 
~a time consuming process. Sometimes, the Ministry of Law, the 
Licensing Authorities, the Direl:;torate General of Technical Develop-
ment or the Chief Chemist may also need to be consulted. This also 
takes time thereby introducing an element of uncertainty as far as 

,decision in an appeal within a specified time limit is concerned . 
. Another reason why it may not be possible to stick to the time limit 
is that at the appellants' request at the hearing, the goods forming 
subject matter of the appeal are required to be re-examined or re-
tested which is also, a dilatory process. 

-Time limit for fiZZing an AppeaZ and Revision Application 

6.11. In a memorandum submitted to the Committee it has been 
-.stated that: 

"In order to have a speedy disposal of revision application and 
appeals the time limit may be prescribed in the Enact-
ment itself." 

6.12. In this context, Government have stated that:-
"The problem of cutting short the time taken in finally _dis-

posing of a Revision Application from the date of its re-
ceipt has been engaging the attention of the authorities 
concerned for qUite some-time. One point which never-
theless, needs stressing is that being a quasi-judicial pro-
ceedings, there is an inherent tendency in the system 
itself to consume considerable length 0'1 time Defore the 
various stages of the proceedings are completely com-
pleted." 

6.13'. The Committee desired to be turnished with a statement 
~showing the number and percentage of Appeals/Revision applications 
~posed of within 3 monts. 3-6 months, 6-12 months 1 year. 2 
'years, 3 years and above. 

6.14. The Ministry have stated that 200 Revision Application 
cases (already decided) were picked up at random for the purpose 
·of survey. The result of the survey shows that 15 revision applica-
-tiona were disposed of within 3 months. 23 between 3 to 6 months, 
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l' ~5 between 6.!md .12 months, 86 between 1 t02 years, 14 between' 
2 to 3 yea!-,s,!lDd 7 took';more than 3 ye;lfs. Per<!entage-wise" these' 
1igures work Gut to 7i per cent, ] I! per cent, 271. per cent, 43 .,er 
cent, 7 per,~t .(Uld.3.i''Per; cent respectively. One broad 'conclusion 
which c~n be ckawn is.that approx'mately 70'per cent· of the Revist'on 
~pplic,ati()ns received. get .diliposed .of within' a p~icd. between '6 
months to 2 years. ' . '" 't" • 

. . . - - . - .. ,~.. .. 
6.IS.The Ministry have stated' that it' would not be feasible to 

prescribe: an ove'rall' time-lim:t for diaposa 1 oH~visiph applications, 
nor even, a' time-limit within 'which, a final order, should be passed 
after hearing. '." -

6.16. 'The table, below gives the statement showing the receipts 
anddispos~~" '01 C\.l~,t~rjls ,Revision' Ap,plicat~o~s d~ring -e!lch of the 
last 3 Years:'.:... ,. , ~ 

Year '!'otar 
Receipts 

Total 
Dispol&ls 

-+--------~----~------~------.--------------" 4,8r, 

6,:157 

1977 

6.17. The table below indicates the number of applications pend~' 
ihg as on 1st April" 1976, ,1977 and 1978: -:-;- ,_ 

. . . ~ - . 

_ .. _ .... __ •... _-_ ... - -~.~.- . 

Jlt April, 19'76 

1St April, 1977 

......... 

lit April, 1978 ", ,.:' 

:TGta1 "- up to 3 : .. , ' 3--S ' 
: • ,_ ,:,._ m:):.~~~ '. '. (llonths, 

4,070 1,7.!t:" 655 

5.5Ifl" '.~5 '"," 1;170 

i ;532 
-----_._--_.¥_- -..... _ .... _-_._- . __ ... - .:. ....... -.. __ .. _". 

6-12 Ovr~.· J 

months . ('ar 

676 I.02:i 

1,2gn 1 .2.JO ' 

2,249 2,16" 

6.18. It would~ be- seen from' the' tables aOov-e'i"riat during all these--
years the disposal of revision applications has not been keeping pace 
with the receipt of S'uch application,s witp th~ resuft that the arr;ffU's 
have been pilin~ up. The ~umber of a:pplications .pending for, oyer 
3 months bas 'alSo· been ping up'... .' 

6:19. The' fol1owing ~~a~ur'es have been taken ·fowtlri!s expedit-
ing the disposal of Revision applications-

(I) A proposal 'is Under conS1derati()n for setting up of a Zonal 
-Unit at BOmbay fell' disposal 'of Revision applications· atis· 
ing from that'regl'On. :This 'will intelr aliC11ielp in' Ciftttng' 
down the' transit dello/~for receipt of records to ana frO.; 

,. Bombay. 



91 

(b) A proposal is under consideration for augmentation of 
the strength of the Joint Secretaries in the Revision Appli-
eations Unit with necessary additional complement ot 
supporting staff. 

(~ A tentative· decision has been taken to iry,cO'rporate the 
procedural changes in the order regari1tltallocation of 
work to the Joint Secretaries of the R~~ision Applications 
Unit. The change will be to form a ·Bench of two Joint 
~etaries in cases where the single Joint Secretary de-
cides to follow the earlier Bench decision or Boar~'s Tariff 
advice in a particular matter. This will not only result 
in reduction of the number of Bench cases but also will 
help in q'llicker disposal of such Bench cases. 

(d) Attempts are being made to dispose af simpler type of 
cases like Baggage cases, in limine by advising ·the appli-
cants to enclose a copy of the Order-in-original in addition 
to the copy of the Order-in-appeal with their Revision 
application to enable the Government to dispose of such 
cases speedily without waiting' for the Custom House 
records. 

(e) Requests have been made to the Administration Wing for 
expeditious filling up of the vacancies existing at the level 
of Processing offic~rs (Senior Technical omcers. and 
Technical Officers). Once these vacancies are fillel! uP. it 
would be possible to have quicker disposal 01 cases. 

(f) Accumulation of arrears at the typing stage is cleared by 
putting staff on overtime. from time to time to cut short 
the delay at this stage as far as possible. 

6.20. 'The Ministry have informed that the average disposal cf 
Customs Revision applications per month is around 450-500. There 
are three typists who are working in Custom II Branch. Till recently, 
the full complement of three typists was not there. These typists 
are also required to type other miscellaneaus materials in addmon 
to typing the fair copies of -the orders passed by the Government 
in revision. On an average, the gap between the passing of the 
order and typing of the fair copies is about two months. This delay 
is because of the heavy load of work vis-a-vis the number of typists 
available. The inadequacy of the staff results in accumulation of 
the approved orders with the typists who do not get time to take them 
up for typing out the fair copies. In spite of puWng the staff on 
over-time from time to time, the accumulation of orders at the typin~ 
stage cannot always be avoided. There is a case for additional typists 
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i.n the CustrJms Unit and I.W.S.U. have specifically been asked to 
make a study immediately. 

6.21. In 144 appeals filed during the years 1976 and 1977. the 
requirement of deposit of penalty pending appeal was dispensed 
with. The percentage of such cases as compared to the total num-
ber of appeals .. filed during the aforesaid two years was 7 per cent. 
It is seen from the statement furnished by the Ministry that (1) 2n 
certain cases. lakhs of rupees were required to be "Paid as penalty 
and the reason advanced for dispensing with depOStt !no certain 
cases was that "financial position of the party was reported to be 
not sound." 

6.22. In a further reply the Ministry have stated that tlie law 
provides for dispensing with pre-payment of duty or penalty--When 
it is likely to cause "undue hardship" to an appellant. "Undue hard-
ship" has relation to the financial condition of the appellant, the 
quantum of penalty or duty payable and to Circumstances where the 
appellant has, prima facie, a case for admission of his appeal in the 
light of the facts of his case. 

6.23. The discretion given to the Appellate Authorities to waive 
tbe condition of pre-payment of duty!penalty is meant to alleviate 
the difficulty of the appellants in genuine cas~s of hardship. In-
variably, before any waiver of pre-payment of duty and penalty :I, 
allowed, a financial statement of movable and immovable property. 
and assets lmd liabilities of the party or information relating thereto 
is called for and only when the appellate authority is convinced 
that the pre-payment would cause difficulty to the appellant and 
deny him the right to get justice on appeal that the waiver fs 
granted. 

6.24. The Ministry have further stated that as observed by the 
Supreme. Court insistence on even partial payment to the extent of 
one-third of the amount due is considered reasonable. Facility for 
instalment payment of the amount due before the appeal is consi-
dered can also be given. These well known criteria are uniformly 
followed by the Appellate AuthOrities like the Board and the 
Appella1e Collectors. 

B. Court Cases 

6.25. According to the information furnished by the Ministry In 
all 1633 cases are pending in the courts relating to the Major Custom 
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Houses. The Custom House-wise break-up is as under: 

More Between Between Leu Total 
Name of the CuslOm Houle than 10 5 to I to 5 than 1 

10 years 
old 

10 yean yean 1 year 

Bombay 3 127 151 4' 322 

Bombay (Prev.) 19 248 205 472 

Calcutta 81 '54 249 4' 525 

Madras 27 175 68 rno 

Cochin 25 18 44 
TOTAL 84 32B B4B 373 1,633 

Setting 'Up oj special coorts: 

6.26. In a memorandum submitted to the Committee, it has been 
stated that "delay in awarding penalties and prosecution breeds 
corruption'." In another memorandum submitted by a Member of 
Parliament to the Committee. it has been stated that "the present 
laws are quite adequate, however, in respect of regular offenders 
and prosecution cases, the cases should be decided quickly so that 
it would have sufficient impact on other prospective offenders. To 
have separate CO'Urts to deal with all revenue and Import Trade and 
Control offences would perhaps solve this delay.' 

6.27. In their written replies (September, 1978) the Ministry in-
formed that "Both the Ministries (Ministries of Finan~e and Home 
Affairs) have agreed that as a pragmatic measure ad hoc courts 
earmarked speCially to deal with economic offences relating to some 
Central Acts may be established and that the appointment of judgea 
should, however, be in accordance with the normal procedure of 
obtaining such judges from regular State judiciary. 

6.28. In a written reply the Ministry have stated that Govern-
ment's approval to the proposal for the setting up of Special Courts 
has been obtained and details are being worked out. 

6.29. Clarifying the position, the representative of the Ministry of 
Finance stated during evidence: .. 
- "I may make it clear that it is not a special court. but ear-

marking of an existing court; otherwise, it may be con-
fused with the Special Courts now under legislation." 
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6.30. The Ministry have further stated in a written reply, that in 
view of the fact that a large number of customs cases are pending 
in Bombay courts alone, the matter was taken up separately with 
the State Government of Maharashtra who have earmarked one of 
their courts for exclusively dealing with customs cases. Even after 
this, it was foUnd that a large number of cases were not getting dis. 
posed of as speedily as possible. Another reference was, therefore, 
made to that Government req'Uesting them to earmark one more 
court. The Government of Maharashtra have agreed. in principle, 
for the creation of a court of Additional Chief Metropolitan Magis. 
trate for dealing with customs cases in Bombay. 

C. Appellate Tribunal 

6.31. It has been stated by a Member of Parliament in his memo-
randum submitted to the Committee that "the Appellate Procedure 
could be rationalised and instead, disposal of appeals, revisions etc., 
by some form of an Appellate Tribunal which may he independent. 
would be better." 

6.32. It has been stated in another memorandum that: "several 
expert bodies, such as the Taxation Enquiry Commission, the Cus-
toms Reorganisation Committee, the Estimates Committee of the se-
cond Lok Sabha (49th Report), the Central Excise Reorganisation 
Committee, the Law Commission, the Customs and Excise Panel of 
the Administrative Reforms Commission and finally the Jha Com-
mittee have recommended the setting 'Up of Appellate Tribunals. 
Government have been opposing the suggestion. The Federation fs 
of the view that the choice need not be between Appellate Tribunals 
or the Departmental adjudication. As in'tIie case of Income·tax, the 
assessee under Central Excise should be given the option, after the 
first appeal, either to go to an independent Appellate Tribunal set 
up under the Ministry of Law, or go through the Departmental Ap .. 
pellate procedure. Once this choice is maae, after tlie first appeal, 
it should be final. After the Appellate Tribunal the assessee. as 
under the Income-tax procedure, should of course, have the right to 
go to the High Courts and the Supreme Court." 

6.33. A non-official during the course of his evidence before the 
Committee expressed the view that "there is a definite room 
for an independent tribunal.... an independent tribunal will solve 
the problems." 

6.34. The representative of an organisation of Industry have stated 
-enquiries with licensees and lfdensees and importers show that 
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where revenue involved is l~rge, the appellate authorities invariably-
reject the contention of th~ importers and uphold the orders of 
the assessing -au~hoiiti~s.. It is also worth mentioning that while 
a vast majonty of the appeals heard by the authorities were decided 
agai~st the importers, when they go to the courts a majority of 
the cases is decided in favo~ of importers. Hence we have recom-
mended the creation of independent :.appellate tribunals for taking 
up the cases in appeal. The Supreme Court of India, in at least two 
cases, have clearly recommended the creation of appellate tribunals 
on the lines of Income·tax Appellate Tribunals. The Tribunals 
should function under the Law Ministry, as in the case of Income-
Tax Appellate Tribunals, so as to have complete freedom from 
Revenue bias .. 

6.35. In .mis connection it is noticed that a numbe~ of exnert bo~ 
dies such as the Taxation Enquiry Commission (1953·54), Customs 
Reorganisation Committee (1958), the Central Excis~ Reorganisa-
tion Committee (1968), the Working Group of Administrath'e Re· 
forms Commission (1968), the Central Excise (SRP) Review Com· 
mittee (1915) and more recently the Indirect Taxation Enquiry 
Committee (1978) have recommended that an independent tribunal 
should be set up for dealing with the disputes relating to the central 
excise and customs. As early as 1958 the Estimates Committee (2nd 
Lok Sabha) also in their 49th Report on the organisation of the 
Department of Revenue (Central Board 6f Revenue) had recom-
mended that "the feasibility of setting up a separate Tr~bunal to 
deal with revision petitions independently of the Central Board of 
Revenue as suggested by the Taxation Enquiry Commission (1953-54) 
might be reconsidered." The Indirect Taxation Enquiry Committee 
headl'rl by Shri L: K. Jha ha!l marie a l''=!: 11," .... .ll:l!~.llcn9 l'~saTding 
setting up of Appeliate Tribunals. The Ministry have stated that 

. the recommendation of the Jha Commitcee is under consideration 
of the Government. The Government has an open mined on this. No 
de-:ision has however, been taken on L as yet. 

6.36: In their report the Indirect Taxation Enquiry Committee 
(Jha Committee) (1978), recommended that:-

"A two-tier appellate machinery with a Tribunal independent 
of the Board for hearing appeals both on facts and law 
from the first court of appeal should be established. All 
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relevant procedural provisions in the Income Tax Act, can,., 
with suitable adaptations, be incorporated into .the Cent-
ral Excise and Customs Acts, with the variation namely,. 
that the procedure in vogue under the Income Tax Act 
whereby an assessee/department has to move the Tribu-
nal for d'l'awing up a statement of the case to the High 
Court be dispensed with. 

6.a7. On .;he point of setting up of Appellate Tribunal, the Finance' 
Secretary, stated during evidence:-

"As this constitutes a major break with the traditions of the-
past, naturally Government have to weight the pros and 
cons carefully in arriving at a decision." 

6.38. The Committee feel concerned over the in:lrdinate delay 
in the disposal of appeals and revision applications in respect of 
Customs disputes. As on 1-2-1979, the t01al number of appeals pend-
ing with the Custom houses in Delhi, Calcutta, Madras and Bombay 
were 9,708 out of which the number of appeals pending for more 
than one year were 2254. According to the Ministry, the reasons-
for increased pendency of appeals are periodic shortage in the 
strength of Appellate Collectors in Delhi, Bombay and Madras which 
;s .reported to have since been made good by filling all the vacancies, 
and the increased receipt of appeals. From the figUres given to the 
Committee, it is seen that in the years 1976 and 1977, the disposals 
of appeals in almost all the collectorates did not keep pace with the 
:receipts. In 1978, though the disposals of appeals exceeded the 
receipts the number of one year old appeals have increased during 
the same period from 18 per cent of the total pendency as on 1-4-1978' 
to 23 per cent as on 1-2--1979. The increase in the number of such 
appeals in Delhi Collector ate has been as high as 78 per cent durinr 
this period and in Bombay Co~lectorate too, the rise has been si~i­
ficant (56 percent). According to the Ministry, though it may be 
~esirable to fix a time-limit for disposal of appeals, this may not 
be practicable in all cases. While the Committee may agree with, 
the Ministry in this regard, they cannot but deplore the long de!ays' 
that are taking place in the disposal appeals especially in Delhi and' 
Bombay Colledorates. The Committee cannot over~mphaslze the' 
jJmpor'tancie' of expeditious disposal of appeals. They feel that no 
appeal should ordinarily remain pending for more than six month 
and in DO case for more than one year. The Central Board of Excise 
& Customs should keep a close watch over appeals pending or more 
than 8 months and if the number of pending appeals appears to be 
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going beyond tbe capacity of any Collectorate at any time the Cenc..-
ral Board should set in motion special drives to clear the backlol~ 
and bring the situation under control. 

6.39. As on lst April 1978, the number of revision applica.tions. 
pendIng with the Ministry were 7479 including 2169 (27 per cent) 
revision appli~etbns pending for more than one year. The pen-
dency as on 1st April 1976 and 1977 was 4070 and 5525 respectively •. 
The Ministry have informed the Committee that the problem ot 
cutting short the time taken in finally disposing of a revision appli-
cation has been engaging the atten~ion of the authori-
ties concerned for quite somet;me. But being a quasi-
jt:dicial proceedings there is an inherent tendency in the 
system itself to consume considerable length of time before the 
pro::eedings are completed. According to a random samp6ng of 200 
revision applicatbns on~y 19 per cent of applications were disposed 
of within 6 months while 271 per cent cases took between 6 and 
12 months, 43 per cent between 1 and 2 years, 7 per ceDt between 2 
and 3 years and 31 per cent took more than a year. While the-
number of pending revision applications has been increasing from 
year the number having risen from 4070 as on 1-4-1976 to 7479 as on 
1-4-1978 and more than 54 per cent of the applications are taking 
more than one year to be disposed of the Ministry do not consider 
it feasible to prescribe on overall time-limit for disposal of revision 
applications. nor even a time limit within which a final order should 
be passed a~ter the date of heRring. The Committee see no justifi-
cation to let the revision application remain pending indefinitely even 
after the case has been heard. They are strongly of the opinion that 
after the case has been heard, the orders on the revision application 
should be passed and copy of the orders supplied to the applicant 
within a specified period to be laid down by the Govemment. The 
Committee would like the Government to issue categoric instruc-
tions in this regard under intimations to them (the Committee). 

6.40. The Committee note that the Ministry have taken a numbel 
of steps with a view to expediting the disposal of revision applications. 
These measures include a proposal for setting up a unit at Bombay. 
augmentation of the strength of Joint Secretaries in the revision 
applications Unit wUh necessary additional supporting staff, proce-
dural changes in allocation of work to Joint Secretaries, expeditious 
filling up of vacancies of processing officers, clearance of arrears at 
typing stage by putting the staff on overtime. The Committee re-
gret that no tangible results in disposal of the pending cases have 
been achieved in spite of the measures reported to have been taken 
by the Ministry. It is rather shocking that because of reported 
shortage of typists, the gap between the passing of the order and 
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typin~ of the fair copies h as much as two months. In the Com-
mittee's view the delay or two months at typing stage is inexcusable. 

6.41. The Committee would like the Ministry to reorganise the 
working of their typing staff and, if necessary, augment the typing 
strength, without delay to ensure that at least at this stage there 
i" no delay in the di3posal of revision applications. 

6.42'. !\Iuch of the delay in the revision~ry proceedings could be 
reduced if adversary hearings were to be held. This would also give 
an opportunity to the customs officials to present theit' case before 
the revi~ing authority in person and wou,ld thereby obviatll the delay 
caused in movement of files from place to place and would reduce 
post hearing delays. 

6.43. Under Section 129 of the Custom:, Act any person dC!'irous 
i.UlllC:lling against any decision or order pa5sed under the Act is 

required to deposit the duty demanded or penalty levied. But dis-
cretion has been given under the Law to the Appellate Authority to 
dispense with such deposits either un-conditionally or subject to 
such conditions as it may deem fit if it is of the opinion that the 
deposit of duty demandcd or penalty levied will cause undue hard-
ship to the appellant. The Committee notice that in certain cases 
pre-payment of penalty running into lakhs of rupees was waived by 
the Appe'lp.te Authorities on the ground t~at "financhl position of 
the party was reported to he unsound". The Committee feel that 
the present law gives unhriddled discretion to the Appellate Authori-
ties to waive pre-payment of deposits subject to certain conditions. 
In para 5.38 of their 28th Report on Central Excise. the Committee 
have 1 ecommended that Government may mllke a suitable provision 
in the L3W ~i ... ing the a",sessees two options viz. (i) he may either 
pay duty claimed by ,the Department first before filing appeal. revi-
sion application etc. and in case he wins the appe31 he may get back 
the amount with interest or (ii) in the alternative, he may be allowed 
to file the appeal without payment of the amount of daty in dis-
pute and in caee he loses he may he liable to pay duty with interest 
thereon. The Conlmittee recommend that a similar provision may 
be made in the Custam Law also ill regard tn p2yme~t of duty of penal-
tv pendin~ appeal with a view to discouraging frivolous and dilatory 
appeahjrevision applications and expediting recovery of custom duty. 

6.44. The Committee are concerned to note that there is long 
delay in disposal of court cases in regard to Customs disputes. In all 
1633 cases are pend;ng in courts relating to major Custom Houses. 
out of which 84 cases are more than 10 years old, 328 cases between 
5 and 10 years old. 848 cases between 2 and 5 years old and 373 cases 
less than 1 year old. A suggestion has been made to the Committee 
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that with a view to expediting disposal of cases, separate courts be 
set up to deal with revenue and import trade control disputes. The 
Committee have been informed by the Ministry that Government 
have approved the proposal fur setting up special courts by ear-mark-
ing some of the existing courts for thb purpose and the details are 
being worked out. In Bombay where a large number of Customs 
cllses are pending the State Government of Maharash!ra have ear-
marked one of their courts for exclusively dealing with custom cases. 
The Government of Maharashtra have agreed in principle to the 
creation of another Court for dealing with Custom cuses in Bombay. 
The Committee urge that the details of this proposal may be worked 
out expeditiously and the State Governments concerned persuaded 
to ear-mark adequate number of courts from among the existing 
courts to deal with revenue and other similar disputes so that the 
pendency of old cases is cleared expeditiously and there are no undue 
delays in future in disposing of revenue cases. 

6.45. The Committee note that the need for setting up an indepen-
dent Appellate Tribunal for hearing appeals in respect of Customs 
and Excise disputes has been emhasized by the trade and industry 
for quite some time. The Committee have already dealt with this 
matter in paras 6.38 and 6.39 of theb' 28th Report (1978-79) on Cent-
ral Excise. The COmmittee reiterate that Government shou:d set u, 
without further delay an independent Appellate Tribunal for settling 
disputes relating to Excise and Customs on the lines of lacome Tax 
Tribunals in deference to the near unanimous demand of the industry 
and of repeated views of the Government appointed expert bodies 
in this regard. '. i : ..... ' , 



CHAPTER VII 

SMUGGLING 

A. Extent of Smuggling 

7.1. It has been reported in a section of the Press that goods worth 
Rs. 300 to Rs. 400 crores were being smuggled into the country and 
this was an important source of black money. Commenting on this 
estimate, the Ministry in their reply have stated that the main indi-
cators to gauge the extent of smuggling are (1) the volu~e of 
seizures of con~raband goods effected by the Customs authorities, 
(2) Intelligence reports, (3) inward remittances (non-trade), (4) 
strength of Indian rupee vis-a-vis foreign currencies and (5) avail-
ability of smuggled goods in the main markets of the country. 

7.2. The value of goods seized during 1975---78 (up to June) is as· 
under:-

Year 

1975 
1976 
1977 
1978 (upto June) 

Value 
Rs. in 1akhs 

4,529 
3,602 
2,994 
1,742 

These seizure figures (since 1975) do not support the view that-
goods worth Ra. 300 to 400 crores were being smuggled into the coun-
try. Besides, the Intelligence reports available with the Depart-
ment, the increasing trend in the total value of inward remittances 
(non ... trade), the strength enjoyed by the In.dian currency w-<&-vis 
the leading foreign currencies and the non-availability of the smug-
gled goods in the major marketing centres generally support the' 
'\Iiew that 'smuggling' continuous to be well-contained. 

7.3. There is no doubt that generation of black money is closely 
linked to smuggling. However, black money is also generated-per-
haps to a greater extent-by evasion of other taxes like income-tax,. 
sales tax, etc. 

7.4. The Ministry have further stated that the intelligence reports 
received by the Government dojnot provide any indication in support 
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<of the t:stimates made in a section of the press that goods worth 
Rs. 300 to 400 c'['ores were being smuggled into the country. Taking 

:seizures to provide abroad indicator about the extent of smuggling, 
it may be stated that the total value of goods seized each year, since 
1975 onwards discloses a down-ward trend in smuggling. The total 
.amount of inward remittances of Rs. 2,218.72 crores in 1978, which 
was higher than Rs. 1,908.33 crores in 1977 (the figures for earlier 
years being still less), would also lend support to the above view. 

7.5. To deal firmly with the smugglers, a three-pronged drive 
against smugglers was launched by (A) strengthening the preventive 
and intelligence machinery, (B) by resorting to selective applicatioJ.1 
·of the provisions of the Conservation of Foreign Exchange and Pre--
vention of Smuggling Activities Act, 1974, and (C) by taking appro-
priate economic measures. 

7.6. The repreM!ntative of the Ministry -of Finance stated during 
. evidence:-

"'The suggestion that there is smuggling to the extent of 300 
crores or 400 crores is a guess which is difficult to support. 
The only Committee which went into the question of esti-
mating the amount of smuggling-indirect-on the basis 
of deflection of foreign exchange-was the Kaul Commit-
tee, and its estimate was Rs. 160 to Rs. 170 crores, based 
on how much foreign exchange was remitted and how 
much was estimated to be deflected towards illegal chan-
nels. So the assumption that it is to the extent of 300 to 
400 crores is difficult to support. But we do say that smug-
gling, in any economy of shortages or controlled economy, 
certainly has to be tackled in a three-pronged way, just 
as we have been tackling it during the last three years, 
punitive measures had found a place in this, but they 
were not enough. Therefore, since the new Government 
took over, we supplemented these punitive measures by 
suitable economic measures; like liberalisation of imports, 
reduction of duties on several sensitive items etc., all these 
'have had the effect, in our opinion, of containing smug-
·gling C'onsiderably." 
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7.7. Elaborating this point, the Finance Secretary, stated during 
evidence:-

"Of course this Hon. body will apprec.iatethat it would be 
difficult to quantify the extent of smuggling. All that I 
can sa;),- is that there has ~n general agreement on the 
point that the extent of smuggling is inversely related to 
the ~trength of the internal. economy of the country. As 
my colleague was pointing out, in a period of shortage 
of foreign exchange when you have to operate a 
system of rigid import countrols, there will always 
be differential prices-as between internal and ex-
ternal prices-and that always provides incentive for 
smugglin.g. Therefore, as he has pointed out, in addition 
to measures to control smuggling like COFEPOSA, we 
have worked towards the strengthening of internal eco-
nomy so that we are in a position to operate a regime of 
liberalised imports where customs duties are maintained 
at· a reasonable level and where there are no shortage of 
vital raw materials and other inputs needed by the indus-
try and others. That is what we have been trying to do 
in the last few years and I think this policy is paying 
dividends. For example, watches, used to be smuggled on 
a large scale, but now, since our relat-ively easy foreign 
exchange position permitted it and we are trying to im-
port watches, smuggling has come down,." 

Smuggling of Gold 

7.8. It has been reported in a section of the press that Gold 'Yorth 
about Rs. 1400 crores is smuggled into the country every year, and 
it has been estimated that 80 per cent of the yellow metal is reported 
to come from Kuwait, Dubai and Abu Dhabi. 

7.9. The Ministry have stated that although it is not within the 
knowledge of the Government that gold worth about'Rs. 1400 crores 
as stated is smuggled in to the country every year, the reports indi-
cate that sizeable quantity of gold is smuggled into India every year. 
There are, no doubt, intelligence reports to suggest that attempts are 
being made to smuggle gold into India and that such attempts ori-
ginate to a large extent, at places like Dubai, Abu Dhabi,· and other 
pl~ces In the gulf. 
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7.10. The pa11iculars of gold seized during the last three years arr-
as follows:-

--
Ouantlty Value. 
(Grams). (in thousand). 

1975-76 1,36,587 67,63 

19i6-77 1,65,!246 86,56 

1977-78 !2,8-t-. J43 1.7747 

7.11. Smuggling of gold into the country is bound to have adverse 
effect on the overall national economy of the country. It may also 
generate other malpractices such as hawala transactions in Foreign 
Exchange, over-invoicing of exports, smuggling' out of India c~rtain 
other sensitive items and black money. 

7.12. With regard to the smuggling activities on the West Coast, 
the representative of the Ministry of Finance stated during evidence: 

"Sir, the western coast accounts for 75 to 80 per cent of the 
total seizures made in the country. This is the main front 
where smuggling takes place. So, some officers might have 
talked about some major seizures having taken place dur-
ing these days. Then, Sir, a few seizures do not give a 
trend. On the other hand it shows that the preventive 
stat! are on the alert. However, an overall view taken 
over a longer period does indicate the trend. 

In this connection, I may say that there was a specific ques-
tion regarding Western coast in Rajya Sabha on 20th Feb-
ruary 1979 and the reply given by the Minister was "ac-
cording to the reports received by GoveTllment smuggling 
activities on the western coast continue to be under 
check." 

7.13. During the ('ourse of discussion on the Customs tariff (Am-
endment) Bill in Rajya Sabha on 26th July, 1978, a Mem-
ber stated that smuggling activities were on the increase 
in the country. Almost 50 hundred crores of black money was being 
operated in the country. This money was basic factor behind the 
smuggling. The whole area of Gorakhpur, Bahraich bordering with 
Nepal had become a den of smuggling. Another Member stated that 
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iimuggling and black marketing had increased to a great extent in 
the country. Much smuggling had been going on the Indo-Nepal 
,border. 

7.14. Asked as to steps taken or proposed to be taken to stop 
smuggling on the Indo-Nepal Border the Ministry have stated that 
trends in smuggHng are being reviewed on a continuing basis. Ac-
cording to these reviews, presently, the West Coast and Indo-Nepal 
border are active from the smuggling point of view. Necessary 
efforts are being put in, to effectively tackle smuggling not only in 
these sectors, but in other areas as well. 

7.15. Tit is difticult to state with any definiteness or basis the extent 
·of black money in current circulation in the country. But, prima 
facie, it does not seem to be of the order of Rs. 50 hundred crores 
-as stated. Easy availability of black money within the country, no 
doubt, facilitates smuggling. 

7.16. Indo-Nepal border is known to be active to smuggling and 
Gorakhpur and Bahraich being close to this border are also no doubt 
vulnerable areas. A sepat'ate Customs Preventive Division is func-
tioning at Gorakhpur. 

7.17. The Government have taken a number of steps to effectively 
-ta~kle smuggling across Indo-Neral border. The~e include the fol-
lowing: 

(i) Customs Check-posts along the border have been increased 
from 78 to 90. . 

(ii) Sanction has been accoI'ded for covering the ent:re Indo-
Nepal border with wireless network . 

. (iii) Police Officers functioning at places far renloved from the 
nearest Customs posts are proposed to be given powers of 
search seizures, etc. under the Customs Act. 

I 

(iv) A propo-a! :s under consideration to involve the village 
panchavats in the anti-smuggling efforts of the Customs 
DZ!,2rtment. 

(v) In order to further intensify the preventive work in Sili-
guri Sector of the Indo-Nepal Border, a proposal to create 
a separate Customs Preventive Division in Kishanganj-
Darjeeling Sector is under active consideration of the 
Govel"nmen t. 
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(vi) For havina more ~ective superVIsIon on U.P.-Nepal 
Border, a proposal to create a post of Deputy Collector, 
Customs (Prev.) in the U.P. Sector is also under active 
consideration of the Government. 

(vii) To enable the Collector of Customs (Pre.) Patna to more 
effectively direct and supervise the anti-smuggling opera-
tions in his jurisdiction, the post of D.C. Customs at 
Muza~arpur is proposed to be upgraded to that of an 
Addl. Collector of Customs So that all the powers under 
the Customs Law could be exercised by that officer. 

Publicity about smuggling!seizure 

7.1S. Another Member during the course of debate on the afore-
said Bill has stated:-

"the particulars .of the smugglers who were caught, full details 
of the activities for which they were caught and the action 
taken against them should be given wide publicity so that 
they lost their respect and prestige in the society. As the 
time passed the art of smuggling was becoming more and 
more . s~ientific and systematic' 'and big peopie were found 
involved in it". 

7.19. The Ministry have stated. that publicity is being given to 
all important seizure cases. Instructions. have been issued to all Col-
lectors of Customs and Central Excise impressing upon them the 
need to give appropriate publicity to seizures of contraband etC .. 

7.20. A new provision-Section 135-B-was inserted in the Customs 
Act. in 1973. This empowers courts to publish names, places of 
business etc. of persons convicted under the Cusboms Act. The 
'Customs (Publication of Names) Rules, 1975 have also been framed 
for publication of names and other particulars of (a) persons con-
victed by a court of law and (b) under' certain cond~tions of thos~ 
adjusted for 't'Ofttraventionof any of'the 'prc>visions of tile Customs 
Aet. ..... . 

7.21. Asked about the arrangemeJ}ts made for educating public' 
against smuggling; the representative of the Ministry admitted in 
~vidence; "we do'nt have a separate department." 

He added:-

. "Whenever b!g seizure ta~es phl~e, publicity is. i,iven, We 
. hold press conferences. ~ini~~r of State i!! taking. v~ry 
v~ry keen inter.est in this. ~ress is kept fully info'rm~ .. 
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Proceedings and questions and! answers in Parliament· 
itself get wide publicity and· people know the state of-
affairs". 

7.22. The Chairman, Central Board of Excise aDd Customs:· 
stated:-

"There is the proposal for the Direatorate of Publicity and all 
the publicity to be done should include marshalling pub-
lic opinion against smuggling."· 

7.23. The representative of the Ministry added further:- . 

U Apart from that we have had exhibitions of items which, 
were found to be spurious. Some of these' goods are dis-
played. Ln matropolitan cities you see many fake items,-' 
These are really not foreign goods· but are made in some· 
nook or comer of the country .... I do admit" we should 
have more publicity. We have proposals· under con-· 
sideration". 

B. Measures taken to eomtiat SiDu"uDg' 

DirectOlrate of Antj,..Smuggling 

7.24. The Directorate of Anti-smuggling was created in 1974 for-
performing the functions other than those performed by the Direc-
torate of Revenue Intelligence. 

7.25. The Directorate of Anti-smuggling is responsible for over-
seeing all operational matters relating to anti-smuggling work of the . 
field formations. The main functions of the Directorate include· 
allJessment of staff and equipment needs for anti-smuggling worltl 
in Collectorates/Custom Houses, over-seeing the progress of prosecu-
tions, and keeping a watch on the progress of adjudications in Cus-
tom caaes with the fteld formationa, evaluation of operational efti--
dency of vehicles I1Dd vessels in field formations engaged in anti--
smuggling work; assessment of operational efficiency of the Customs 
Preventive Units in the field; assessment of trends of smuggling and' 
anti-smuggling measures and issue of monthly bulletins, over-steing 
of disposal of confiscated goods· involved· in' CUstom cases, training' 
of the officers deployed in CUstoms on intelligence/preventive· 
work inspection of field formations dealing with anti-smuggling work, 
maintaining the statistics regarding raids/searches/seizures etc. pro-· 
cesSing of complaints received from Members of Public/V.I.P./ 
other enforoement agencies regarding anti-smuggUng matters andl 
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against the !';taff engaged in such matters and ad-hoc ass'gnments and 
processing of ass:gned policy matters regarding anti-smuggling work. 

7.26. The Ministry have informed that in order to curb smuggling, 
the anti-smuggling measures have been re-inforced more effectively. 
These measures include intensive patrolling on the high sea, on the 
coast and on the important land routes, continuance of mopping up 
operations in major marketing centres known for storage and sale 
of smuggled goods and strengthening of intelligence machinery. 

7.27. A1; a part of the anti-smuggling strategy a three-tier system 
of preventive controlconsistingof:-

(i) Shore Guard parties for keeping a watch on the shore; 

(ji) Hoad checking parties for keeping a watch and effective 
il!terception of contraband passing through important 
Toad routes; and 

(iii) City Prevent:ve Parties for keeping a watch on the storage 
and disposal centres in tlle important cities; 

was introduced in the Collectarate an the West Coast as well as on 
the South East Coast 

7.28. The M:nistry have stated that several measures takeil by 
the Goverument to liberalise imports of essential consumer items 
which rescarce in India, as in the case of spices, photogtaphic films, 
and synthetic yarn, have already resulted in appreciable decline in 
the smuggl:ng of such items. Reduction of customs duty in respect 
of watch parts, and abolition of duty in the case of rough diamonds 
and certaiJ 1 rough precious and semi-precious stones etc. have had 
also the d~sired effect. The Government have also talken steps to 
increase indigenous production of certain items sensitive to smuggl~ 
ing, such flS watches. To further improve the supply position of 
watches, additional facilities were provided for increasing indigenous 
availability of watches, under a crash programme. With these 
measures, it is expe::ted that smuggling of watches is likely to come 
down. 

7.29. To combat smuggling more effectively, the preventive and 
intelligence units have been strengthened patrolling along the sea 
coast and \m the important land routes has been intensified; elec-
tronic devices such as fiouroscopic and frisker devices and closed 
circuit T. V. sets have been prov:ded at the rpajor International 
airports and customs check posts along the land border have been 
streag!hened. Further, selective use is being made of the provisions 
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of CO:rEPOSA to paralyse the smuggling activities of big-time 
operations and financiers as also of the provisions of, SAFEMIPOP A 
to deprive them of their ill gotton property. ' 

7.30. The Ministry have stated that the activities of known gangs 
of smuggl(Ir5, ftnanciers,l foreign exchange racketeers and those 
operate behind the scene are always kept under discreet watch and 
intelligence on such activities is being updated systematically and 
appropriate follow-up action taken as and when required. This is 
a contilluous process. AJJ a result of these efforts, a number of 
seizures of contraband goods have been effected. 

7.31. During the course of their tour to Cochin, in January, 1979. 
the Study Group of Estimates Committee came across complaints 
of harassment of people by Customs Check Posts, s:tuated inside 
the State. particularly Vythiri and Menthody checkposts. The Col-
lector admi tted that they too had received some complaints of haras-
sment and they had issued instructions to check posts not to inter-
rogate every passerby or the residents of a place for possession of 
imported items except when they had definite information about 
smuggled goods being taken from one place to another: 

. '" 

Smuggling and Foreign Exchange Manipulation (Forfeiture of 
Property) Act, 1976 

7.32. In order to deprive "the smugglers and foreign exchange 
racketeers of ill-gotten property, the Government is also talking 
action to 1~lmfis:ate the illegally acquired proper~y of the smugglers 
and, their associates under the provisions of the Smuaglers and. 
Foreign Exchange ManipUlators (Fore~eiture of Property) Act, 1976-. 

Effect of An.ti-smuggling Measures 

7.33. Anti-smuggling measures taken by the Government have 
had a salutary impact in curbing smuggling. This is borne out by 
such indici:i.tors as increasing trend in inward remittances (non-' 
trade) rec~~ived from abroad through' banking channel, decreasing 
trend in the quantum of contraband selzed., steady strength Of 
Indian Rupee vis-a-vis major foreign currencies and non-display of 
c'cintraband goods 10. major marketing centres. The value of inward 
remittan:oelli (non-trade)' received from abroad during: 1977 is 
Rs. 1908.33 crores as against Rs. 569.31 crores 1nI974,' 1Q53 .. 76 crores 
in 1975 and Rs. 1514.83 crores in 1976. During the first fOur months 
of 1978, in ward remittances to the tune of Rs. 828.39 crores have 
been receh·ed'. During 1977 contraband goods worthRl. 29;94 crores 
were seized'as against seizures ef' contr-aband worth Its: 80 crores 
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in 1974. Rs. 45 CI'ores in 1975 and Rs. 36 crores in 1976. During the 
first four· months of 1978, the contrabaDd worth Rs. 13.37 crores was 
seized. There are no reports regard:ng large-scale havala activities. 
'l'hc stl'ength of Ind!an rupee vis-a-vis major foreign currencies in 
unofficial markets continues to be steady. 

l)i.splay of Smuggled Goods 

7.34. The MiDistry have stated that reports received from the field 
formations indicate that there is no general open display of smuggled 
goods in major marketing centres of the country. In some of the 
recent seizures from hawkers etc. it was even found that goods of 
Indh orign such as cosmetics, cassette tapes. liquor etc. were being 
sold. with the ,labels of popular foreign brands. This also lends support 
to the fact that smuggled goods are not easily available in the market 
and unscrurulous traders are exploiting the cl'aze of people far 
foreign goods. 

Involvement of Customs Officials and Diplom.ats 

7.35. During the course of discussion on the Customs Tariff Bm 
a Member stated:-

"Some officers were also found to be involved in cases of 
violation of customs laws ...... A great deal of smuggling 
was being done through diplomatic changels also." 

7.36. The Ministry have stated that during the years 1976, 1977 
and 1978. 17 customs officers were found involved in smuggling acti-
vities. Detailed particulars of these officers including designations, 
nature of offence and action taken against them are shown below:-

81. Year 
No. 

Designation 

--.----
I 1976 PreyentiY~ Officer 

(Bombay) 

II 1976. Preventive Officer 
(Bombay) 

----_._-_ •. _-_. 

Nature of offence action taken 

4 5 ._----_. __ .. _._--_._--
He took active part in smug-

gling of contraband good. 
as member of an orra-
niled gang by milusinll 
landing certificates to 
clear contraband as un-
accompanied baggage. 

He was detained under the 
COFEPOSA Act on 
5-5-76 & released on 
lIlI-3-77 after revocation 
of Emergency. Under 
suspension with effect 
from 29-4-76. The ease 
is still under investi-
gation. 

He attempted smunliog GoodJ have been confiBcated. 
of dutiable goods out of His services Wt're termi-
stocks. natt:d 011 12-10-76. 

---------_.---_._---
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4 5 
------- ------------_._------,.---
3 1975. 3 Ex;aminen and 

II Apprailers 
(Bombay) 

Air CUltol1lS Offi-
cer, Superinten-
dent and allo an 
Aqjltant CoUec-

, tor who has since 
retired. (Delhi) 

5 1977· II Preventive 
Officers 
(Bombay) 

., 

:8 

1977' 

1977-

OneU.D.C. 
(Cashier) and 
two Preventive 
Officers 
(Bombay). 

Air Customs 
Officer (Madr .. ) 

1977. CUitOIDS Sepoy 
(Patna) 

17 

They released contraband 
gooch under the guisF of 
Chemical. as lamples. 

Air CUitOm! Officer and 
Superintendent jnv.llved 
in Rmuggling or dia-
monds worth RI. 58 
lakhs which were seized 
at Palain ,Airport on 
19-6-76. 8U1picion of 
involvement of the As-
lutant Collector as well. 

They were found -involved 
in Imuilling of 6 bars 
of fOl'Cign marked !fOld 
weighinr 60 toall from a 
vellel. 

'rneyattelnptcd to s!lu!J"ie 
one bottle of whisky from 
the docks. 

Sl1reptitiously received 
raid jewellery valued at 
RI. 14,600/- from out· 
rainr air paIIen~ra for 
subsequent delivery to 
their relatives in India. 
The jewellery was to be 
re-exported out of India. 

The .cpoy posted at Beuiah 
under Motihari Customs 
division was found in-
volved in smuggling ac-
tivities and Iynthetic 
f.bricl valued at R •. 
,1497/- were seized 

from his residential pre-
mises OD 14-4-77' 

They were plaeed under 
.u~pension with effect 
from 1111-11-76. As a 
resul.t of departmental 
action, they have been 
removed from service with 
efFect from 7-7-78. . 

Diamondd. confiscated 
aOI')lllteV. Air Cu~tom. 
Officer and Superin-
tendent placed under 
IUlpena.ion with cfFect 
from III -8-78. Case han_ 
ded over to CBI for 
investigation. 

They were plaeed under 
,ulpension with effect 
from '9-10-7'. While 
one was detained under 
COFEPOSA, the other 
was arre.ted and 
reased on bail. Inveltj-
llBtiODB are still in pr0-
gress. 

They were placed 
suspension with 
from ag-7-77' 
quiries in progress. 

under 
effect 

En-

Suapendl!d. Complaint for 
prosecution field and 

the CBIC is under trial. 

Placed under suaponaioD 
with efrcctfrom 14th April. 
1977· 

--------------------------
7.37. The Ministry have further stated that strict . vigil is 

kept on the activities of the officers whose integrity is doubtful. 
Every year an 'Agreed List' of omcers of doubtful integrity is drawn 
up in consultation with the CBI and the Collectos. Suitable action 
is taken against such ofB.cers wherever necessary. Govermnent 
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~set'Vants whose integI'ity Is doubtful can "be prematurely retired under 
"the appropriate rules. 

7.38. The Ministry have further stated that Diplomatic personnel 
-ehjoy immunity from customs examination of the personal baggage 
and other goods jmported by them for their use. Taking advantage 
-of these privileges, the smugglers sometimes use diplomatic channels 
for the purpose of smuggling contraband goods. During the past 
'three years some cases involving seizure of contraband goods from 
diplomatic personnel have come to the notice of Government. 

!Detalls of the seizure from diplomatics from 1976 to 1978 (upto July) 
given below:- ' , 

Sl. Year 
No. 

. 3 197 

_ 5 197'1 

6 197 

Nature of offence action Taken 

I. Wrist watches 1!l00. 40 Show-caUie notice IdUed. Cue 
Movie Films. g Recorded pending tor adjudication. 
Cauette.. in an valued R •. 
1.50,0001- were .eized at Pa-
lam Airport on 29-2-76. 

2. 4402 Wrist watche.. 70 Show-cause notice "ued. Cue 
Movie fihDl. 60 Caste Cal- pending for adjudication. 
culatora, 58 Batterie. valued 
at RI. 4.50.000/- were .eized 
at Palam Airport on 119-g-76. 

'. •• 4U Wrilt watchea. 100 watch Show-cauae notice iasued • 
cell. 9 70 widing reara Knobs 
.. Iued at RI. g. 14.600 were 
lCized at Palam Airport on 
'-11-77 . 

:t. 1~39 Wriat watches. go,ooo Show-cause notice ialued. 
player Cartridge.. Needleu 
and lound equipmentl. 
valued at R,. 6,05.930/- were 
lCized at Palam Airport on 
16-11-". 

,. 5!o1!j Writlt watche. ,worth Show-cauae notice "ued. Cue 
RI.2"S.Slo wereaeizedfrom pending for adjudication. 
a..<lOmpanied batzrage on 
25-12-77 at Bombay Airport. 

I. MuceilaneoUi contraband 
gooda worth RI. 38,600/­
were leized at Bombay Air-
port on 8-7-78. 

Invatiption in progreu. A 
J)C1'IOI1 who had accompanied 
the diplomat h.. been ar-
rested beCSUle 10 foreign 
marked BOld &labs valued 
at. !l7,500/- and other COD-
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, 

8 

traband (fOOds worth :as-
1040 (e.i.f.) were seized. 
from him. 

" 2. IISO roJdban of 10 tala each . One of the Indian contracts was 
vahledR.. IIp.40.~OO/. were arrested in Delhi on 14-'""S-
lleized at Bombay Airport on Investigation in pr08l'els. The 19-,-,8. diPlomat Was arresled at 

Bombay on 28-,-,8. 

3. CODtr.aband teztila.Calcula-
ton.Watchei etc., valued at 
RI.2,,6,070/- were aeized at 
Bombay airport from accom-
panied baggage on 1,-,-,8. 

Investigation in prog~lS. 

Confiscation of illegally acqu.iTed property u.nder Smugglers and 
Foreign Exchange Manipulators (Forefeitu.Te of Propertry) Act, 1976 

7.39. According to the information given to the Committee the 
Competent Authorities have upto 15-1-1979 passed forfeiture orders 
in 477 cases involving! properties valued at Rs. 6.73 crores. The 
value of these properties. after considering the appellate orders pas-
sed by the Appellate Tribunal for Forfeited Property, New Delhi is 
Rs. 4.33 crores. The competent Authorities have. . upto 15-1-79, 
initiated forfeiture proceedings in 1767 cases (inc~uding those cases 
in which 477 forfeiture orders have been issued). The aggI'egate 
value of the properties covered by these forfeiture proceedings is 
estimated at Rs. 39.50 crores. 

7.40. It has been stated one of the reasons why the total number 
of proceedings that have become final is not very large is that the 
Competent Authorities could not pass any orders till the Appellate 
Tribunal for Forfeited Property was constituted and the Tribunal 
also framed rules to govern its working. Lt was only in January, 
1977 that the Tribunal was constituted and February, 1977 lIhat the 
rules were framed by the Tribunal. It has been further stated that 
though the Act received the assent of the President on 25 January, 
1976, the first batch of forfeiture order were released in February-
March, 1977. as the Rules governing appeals against the orders of 
forfeiture were framed by the Appellate Tribunal for forfeited 
properly only in February, 1977. Till such Rules were framed. the 
orders of forfeiture could not have been passed by the Competent 
Authorities. 

7.41. It has been further stated that the Competent Authorities 
who are to initiate proceeding under this Act in respect of persons 
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01' properties covered by this Act, have neceBSa1'ily to depend on 
the preliminary reports which they are to get in respect of such 
perlOJIlS and properties from the Income-Tax officers and from the' 
Customs authorities. Without such preliminary reports, the Com-
petent Authorities would not be in a position til initiate any 
proceedings under this Act as they would not be in a position to hold 
the prima facie belief that the properties in question are the ille-
gally acquired properties of the persons covered by the Act. The 
Competent Authorities can initiate action under this Act only wht'n 
they l'eco,-d that they have reason to believe that the properties in 
question are the illegally acquired properties of the person who is 
covered by this Act. As the Competent Authorities do not have 
any control over the Income Tax Officer's or over the Customs 
authorities. they are not in a position to dire~t these officers to sub-
mit the relevant preliminary reports expeditiously. Where the 
preliminary reports are not made available to the Competent 
Authorities by the concerned Income-Tax/Custom~ Ofticers in time, 
it necessarily results in delaying the initiation of the forfeitul"e 
proceedings under the Smugglers and Foreign Exchange Manipulators 
(Forfeiture of Property) Act, 1976. It may be noted' here that the 
Competent Authorities have not been provided with separate man-
power for undertaking such preliminary enquiries which are now 
done by the Income-Tax/Customs Authorities; nor do the' Compe-
tent Author'ities have with them any separate machinery which 
could undertake such preliminary enquirie::; speedily. The Officers 
who are posted with the Competent Authorities have no statutory 
powers of enquiry. The Income-taxfWealth tax records of the 
persons covered by this Act, do not always contain the requisite 
materials which could form the basis for initiating action against 
such persons under this Act. It may be noted here that under Sec-
tion 6 of the Act, the Competent Authorities have to record reasons 
for holding the belief that, in a given case, there is prima facie 
evidence justifying initiation of action under the Smugglers and 
Foreign Exchange Manipulators (Forfeiture of Property) Act, 1976. 
For recording such reasons. the Competent Authorities have to have 
with them the prima facie evidence. For collecting such prima 
jacie evidence, the Competent Authorities have to depend upon 
other agen:ies as pointed out earlier. 

7.42. The Committee find that the Kaul Committee (Committee 
on Leakage of Foreign Exchange through Invoice Manipulation) 
had some years back estimated the value of the goods smuggled 
into the country at Rs. 160 to 170 crores. Conftding reports abont 
the value of smuggled goods into the country appear in the Press 
from time to time. According to one report goods worth Rs. 300 to 
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400 crores are being smuggled into the country. Aceordillg to 
another report, gold worth Its. 1400 crores is smuggled' into the 
country every year. According to the Ministry these estimates of 
smuggling of goods into the country are only a guess work. It has 
been argued that the down-ward trends in the value of seized goods 
since 1975 and the increasing trend in the total vu.ne of inward 
remlttances (non-trade), the strength enjoyed by the Indian currency 
yis-a-vis the leading foreign currencies. and absence of smuggled 
goods in the major marketing centres generally support the view 
that smuggling continue.~ to be well-contained. The Ministry have; 
however. admitted that the reports indicate that sizeable quantity' 
of gold is smuggled into India every year. The intelligence reports 
suggest that attempts are being made to smuggle gold into the coun-
try and that such attempts originate to a large extent at places like 
Dubai, Abu Dhabi and other places in the Gulf. The Committee feel 
concerned about these reports and desire that serious consideration 
-should be given by Government to this matter. The Ministry have 
admitted that smuggling of gold into the country is bound to have 
adverse effect on the over-all national economy of the country. It 
may also generate malpractices such as hawala transa.ctions in 
foreign exchange. over-invoicing of exports, sumggling out of India 
certain other sensitive items and black money. The Committee arc 
anxious that Government should take all possible steps to prevent 
'smuggling of gold from gulf countries. 

7.43. The Committee are informed that trends in smuggling are 
being reviewed on a continuing basis. According to these reviews, 
presently the west coast and Indo-Nepal border are ac,tive from the 
'smuggling point of view. Government have taken a number "f 
'steps to tackle smuggling across the Indo-Nepal Border. As regards 
the over-all measures to deal with smuggling. Government have 
adopted a three pronged drive against this menace by (a) strengthen-
ing preventive and intelligence machinery; (b) by resorting to 
!lelective application of the provisions of the Conservation of Foreign 
'Exchange and Prevention of Smuggling Act, 1974; and {c) by takIng 
appropriate economic measure!i. These economic measures include 
liberalisation of imports of essential consumer items, which are 
scarce in India; reduction of customs duty in respect of watch parts, 
and abolition of duty in case of rough diamonds and precious and 
semi-precious stones. The preventive measures taken to combat 
smuggling more effectively include strengthening of preventive and 
intelligence units; patrolling Qf sea-coasts and important land routes; 
installation of electronic devices. such as ftouroseoPie and frisker 
4Ievices ad closed circuit T V at major International Airports, and 
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.check posts along land border. The Directorate' of Anti-smuggling 
. was created in 1974. Selective use is being made of the provisions 
of COFEPOSA to paralyse the smuggling? activities of big time 
operators and financiers as also the provisions of SAFEMFOPA 
Smugglers and Forelgn Exchange Manipulators (Forfeiture of 
Property) Act, 1976 to deprive them of their ill-gotten property. 
The activities of known gangs of smugglers, financiers, foreign ex-
change racketeers and .those who operate behind the scene are kept 
under discreet watch and intelligence on such activities is being 
up-dated systematically, and appropriate follow-up action taken as 
and when required. The Committee desire that the effect of the 
various anti-smuggling measures taken by the Department should 
be constantly kept under review with a view to strengthening them 
wherever necessary from time to time. Attention should in parti-
cular be paid to the smuggling activities on the west coast which 
according to the Department accounts for 75 to 80 per cent of the 
total seizures. It is imperative that proper coordination is maintained 
between the anti-smuggling units of ditferent Collectorates of Cus-
toms controlling the West Coast. The Anti-smuggling units in 
· Cochin and Goa Collectorates should not only keep watch over 
smuggling activities in their regions but also remain in regular 
contact with their counterparts in Bombay region to know the 
activities and modus operandi of smugglers. 

7.44. In view of the fact that smuggling has become more scientific 
· and systematic involving big and resourceful people, Government 
sh'luld ensure that adequate equipment and organisation is available 
to meet the challenges from smugglers. 

7.45. During the tour of Study Group of Estimates Committee to 
'Cochin in January. 1979, they came across some complaints of harass-
ment of people by the Customs check posts situated inside the State. 
· They were informed that instructions had been issued to check posts 
not to interrogate every passerby or the residents of a place for 
possession of imported items except when they had definite infor-
matioD about smuggled goods being taken from one place to another. 
While the Committee are anxious that the preventive staff should 
keep a close vigil over the activities of the smugglers, they would 
like to emphasise that the omcers In their enthusiasm should Dot 
harass innocent people. 

7.46. Publicity is being given by the Department to important 
cases of seizures and smuggling of contraband goods. There is a 
proposal to set up a Directorate of Publicity. The Committee desire 
that the Directorate of Publicity should inter alia be given the task 
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of educating public 0plDlon cainst smuggling, and its 'bad etfects 
on economy. The Directorate should take imaginative measures to 
dispel from the mind of pUblic the craze lor imported gooda. The 
Committee feel that proper education against the use of smuggled 
items will go a long way in reducing smuggling of such goods. 

7.47. The Committee are pained to note that a number of Customs 
Officers have been involved in smuggling activities. During the 
year 1976-77 and 1978. seventeen such Officers were found to have 
taken active part in smuggling of contraband gooda. The Committee 
desire that the cases against these officers should be finalised quick-
ly. They would like to be informed about the action taken in these 
cases. The Committee desire that supervision over the Customs 
Officers should be tightened to prevent recurrence of such cases. 

7.48. A more disturbing feature. which has come to the notice of 
the Committee is the involvement of some diplomatic per~ 
sonnel in smuggling activities. Taking advantage of the im-
munity from customs examination of personal baggage and 
other goods imported by diplomatic personnel, the smugglers 
use sometimes diplomatic channels in furtherence 01: their 
activities. During the period 1976 to 1978 (upto July, 1978) some cases 
of seizures from diplomats occurred involving illegal importation of 
wrist watches and other goods of the value of Rs. 40.91 lakhs. These 
cases are pending for adjudication/investigation. The Committee 
suggest that the Ministry should take suitable measures in consulta-
tion with th", Ministry of External Affairs to check the involvement of 
diplomatic personnel. 

7.49. The Committee have been informed that up to 15 January, 
1979. the competent authorities passed forfeiture orders in 477 cases 
involving properties valued at Rs. 6.73 crores under the Smugglers 
and Foreign Exchange Manipulators (Forfeiture of Property) Act. 
1976. In all the competent authorities have initiated forfeiture pro-
ceedings in 1767 cases (including 477 cases mentioned above), and 
the aggregate value of the properties covered by these proceedin~s 
is estimated at R.Ii. 39.50 crores. The Cornmittee are unhappy to note 
that there was a year's delay in the constitution of the Appellate 
Tribunal under the aforesaid Act. Although the Act was assented to 
by the President on 25 January. 1976, it was only in 
January, 1977 that the Appellate Tribunal was constitute.d. 
The first batch of forfeiture orders were released In 
February-March, 1977 as the rules governing appeals against the 
orders of forfeiture were formed by the Tribunal only in February, 
1977. The Committee cannot but deplore this unconscionsably long 
delay in setting up machinery under the aforesaid Act. They would 
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like that tile inordinate delay in the appointment of the Tribunal 
and fr...... of the Rules may be looked into and the Committee 
apprised of the result. 

7.50. The Committee note that competent authorities who are to 
initiate proceedings under the aforesaid act in respect of persons and 
properties covered by this Act have to depend on the income tax 
officers and Cust.ms authorities for preliminary reports. But tbe 
Competent Authorities do not have any control over the Income-
tax Officers and Customs authorities and they are not in a position 
to direct these Officers to submit the relevant preliminary report 
expeditiously. Nor have the Competent Authorities been provided 
with separate man-power I or machinery for undertaking such pre-
liminary enquiries which are DOW being done by the Income-taxi 
Customs authorities. The Officers posted with the Competent Au-
thorities have no statutory powers of enquiry. 

7.51. All this reveals a shocking state of affairs. There was an 
extra ordinary delay in setting up the implement.don machinery 
envisaged under the Act passed by Parliament. The machinery set 
up under the Act was neither given powers nor manpower to Ret 
on their own nor given adequate control on the income tax and Cns-
toms Authorities for initiating action in respect of persons and pro-
perties covered under the Act. This is not the way in which legil!'la-
tive intentions of Parliament should have been given effect to. The 
Committee have not been informed as to whether the Competent 
Authorities brought their difficulties to the notice of the Government 
or put up any proposals for being vested with statutory or other 
powers to do their job properly; when the lack of coordination bet-
ween the Competent Authorities and income tax and Customs au-
thorities was brought to the notice of the appropriate quarters; what 
steps were attempted to bring about the desired coordination. In 
the Committee's opinion, the present state o,f affairs will result in 
frustrating the will of Parliament manifested in the aforesaid Act. 
The Committee would like the Government to make an immediate 
enquiry into the working of the machinery set up under the ~id Act 
and 'overhaul and strengthen the machinery without delay to enable 
it to act without constraint in the performence of its functions en-
joined upon it by the said A~t. The Committee would like to be 
informed of the action taken in the matter. 



CHAPTER Vln 

SEIZURE AND CONFISCATION OF GOODS 

8.1. Section 110(1) of the Customs Act, 1962 empowers the proper 
officer to seize the goods if he has reason to believe that the goods 
are imported in contravention of the provisions of section 111, 113· 
and 115 of the Customs Act, 1962 and are liable for confiscation under 
the Customs Act, 1962. 

8.2. A show cause notice is required to be issued with:n six months 
of the seizure of the goods asking the owner to show cause why 
the seized goods should not be confiscated and penalty imposed for 
contravention of the proviSions of the Customs Act, 1962 or any other 
Act for the time-being in force. If no show cause memo is issued. 
they are liable to be returned to the owner from whose possession 
they were seized. However, provision exists for extension by a 
pertod not exceeding six months and such extensions are allowed 
by the Collector of Customs provided sufficient cause is being shown. 
On receipt of the reply from the owner, the case is adjudicated by 
the competent authority after hearing the parties. 

8.3. The valuation of confiscated goods for disposal is done by a 
Committee consisting of two Assistant Collectors and a Gazetted 
officer concerned with the disposal of goods taking into account the' 
fair price Or best price which the goods can be expected to fetch 
under normal conditions. In case of the specialised items like dia-
monds precious and semi-precious stones, assistance of the trade' 
as well as an independent valuer is taken into account. 

8.4. In addition to the seized goods, goods imported in contraven-
tion of L. T. C. regulations, though regUlal1y imported, are also con-
fiscated by customs authorities. Such goods, are generally kept 
separately in the docks. 

8.5. The seized goods do not become ripe for disposal immediately, 
on seizure. They cannot be disposed of unless they are confiscated 
and the owner of the goods has exhausted the remedial measures by 
way of appeal and revision, available to him under the Customs Act., 
However, in case of perishable goods, which are likely to deteriorate 
by storage they are disposed of even prior to their confiscation. Utmost 
care is taJren to ensu'I'e that these goods are, as far as possible, sol. 
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fora ·fair price so that incase of any release of the goods on redemp-
tion. there would be sufficient balance in the sale proceeds for paying 
the owner after deducting fine etc, if any. 

8.6. The following statement shows the details regarding seizures 
and value of contraband 'goods recovered during the seizUTes made 
under the Customs Act during the last five years:-

Year Nn. nr Valu~or 
lWizun'l I{OOds sell!-

~d 
(RI. in 
lakhs) 

197' 4!MS5 6,004 

Ig7,r; &r,S69 4.5!29 

1976 ",!2S!2 3.600 

1977 1.44,977 2.9Df· 

1078 (upto April) .57.362 I·S37 

8.7. The following statement shows the Dumber of cases and value 
of sensItive goods seized during the last five years:-

Number of cues Total 
CatelJOl'Y of goods valur. 

19'" Ig75 1976 1977 1978 (RI.) 

Liquor Cigarettes etc .• 17S. 168 .. 1608 1471 727 I. 8g. 70,211 

Poreign Textilel etc. p2Sr 10453 7gB I 7191 4235 lI7,16,81,54 1 

lladiant Yarn 243 165 118 118 uI6 52. 75.3 lIZ 

Electrical goods 1376 181+ 18gS 167. 1:371 3· GG,44,20f; 

~-.-.--

8.8. Asked to state why the show-cause notice cannot be issued 
within a few days of the seizure of the goods, the Ministry have stated 
in a written reply that immediately after the seizure of the goods. 
it is first necelSary to carry out detailed investigations with a view 
to collecting all available evidence for taking .action against the per-
SODS concerned in the offence by way of departmental adjudicatiClDS. 
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and or presecutions in Courts of law. These invelftiptkm.!! naturally 
take some time. It is only on the completion of the~ investigations 
that show~ause notice could be issued. It has a4lo been, stated that 
all Collectors are fully aware that it is of utmost importance to en-
sure that such investigations are completed as early as possible in 
cases where goods are seized as unclaimed and there is no prospect 
of attributing the offence involved to any person, showcause notices 
are issued within a few days of the seizure Of goods. 

8.9. According to the information furnished by the Ministry, at 
the end of July, 1978, the total number of cases pending adjudication 
was 7,888. Out of which 5226 cases were less than 6 months old , 
1478 cases were more than 6 months old but less than 1 year old, 738 
cases were more than 1 year but less than 3 years old and 446 cases 
were more than 3 years old. 

8.10. The Public Accounts Committee in their 219th Report (5 LS) 
had made the following observations in regard to pendency of cases 
of adjudication' the respect of seized goods other than gold:-

"According to the information furnished to the Committee per-
taining to the years 1972, 1973 and 1974 as many as 4378, 
7970 and 9005 cases respectively were pending on 30th Sep-
tember, 1975 in most of the Customs Houses taken together 
for want of adjudication or disposal orders. The value of 
goods other than gold seized during the peri'od 1969-70 to 
1973-74 and pending disposal as on 31st March, 1974 in 
someCollctorates of customs and Central Excise about 
which the Commitee had information is very large. In 
this connection, mention may be made of the goods valued 

,at Rs. 11,47,19.827 pending disposal in the CoUectorate of 
Customs (Prev.) Bombay, Rs. 67,09,800 in Collectorate ~f 
'CustOms of Central Excise, Calcutta. The Committee are , 
dist~rbedby such. figures and would require the Central 
Board of Customs and Excise to examine the matter 
earnestly and prevent such accumulation in future~" 

au. The Ministry have stated in a Wl"itten reply that· the· position 
of pendency of adjudication cases, more particularly the '0lder cases, 
is reviewed on a continuing basis and suitable instructions issued to 
thole Collectorates, whose pendency position'ueeds to. ·be· improved. 
As 'Il result of these ·measun!s it 1s found that in almost all the col-
leatorates~ a ·considerable. proiress has been achieved in liquidating 
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-the older cases. This is evident from the comparative statement 
-given below: - .,~ 

-----,-----------------------
Name orthe CoJJectorate Total More 

No. of than 1-
casel year 

but less 
than 
g-year, 

9 

tC,C~(P) Bombay • 
as on 31-7-78 CA) g04- 19 

,as on 31-111-78 (B) 1162 10 

IO.C. (P) Patna (A) 40:34 408 

CB) ~1I!9 1106 

to.O. Calcutta CA) 11940 38 

(B) 11411 38 

CC .O.E., Ahmedabad 
CAl· 119 118 

(B) IIg 17 

,c.O.E. Allahabad 
CAl. 89 II 

(B) 66 6 

-C.O.E. , Bangalore 
CA) 92 III 

(B) 108 II 

,c.O.E., Ohandigarh 
(A). 1401 15 

CB) H1. I 17 

IC.C.E., Delhi 

.c.O.E., Delhi 
CAl· 198 39 
CB) ,86 .5 

Percent-
age 

4-

% 
6'11 

g·8 

10'0 

6'S 

13'0 

15·6 

IIS'O 

14'S 

111'4/ 

9'09 

13'0 

10'S 

10'6 .,., 

16·6 

8.'0 

More Pereentage 
than 

g-yean 

5 6 

% 
13 40'1 

161 4'0 

75 II'S 

77 116'S 

119 lI'g 

25 21'0 

III g'g J 

16 18'0 

5 "6 

9 10'0 

.5 4'6 

fI, 16'0 

III 106' 

If 7'S 
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-----_._ .... 
C.O.E., Guntur 

(A) 55 8 14'6% 

(D) 75 8 10'6% 

C.C.E., Jaipur 

CA) 100 IS IS'O% 10 10'0%. 

(D) 104 9 8'6% 2 1'9% 

C.O.E., Madurai 

CA) liS. 48 .8'0% 9 3'0% 

(D) 386 75 10'4% 7 1'8% 

C.C.E., P.~n. 
(A\ 41 14 34'0% 14 34-'0% 

CD) 40 II 5'0% 

From the above compB;rative statement, it may be seen that maxi-
mum pendencies iJ). respect of cases pending for more than one year· 
are in the Collectorates of Delhi (24 per cent), Madurai (19.4 per 
cent) and Calcutta (15.6 per cent)--:-As regards the disposal of cases· 
pending over three years, considerable progress has been achieved 
in Calcutta and Madurai Collectorates where the pendency has gone· 
down from 26.5 per cent to 11.9 per cent and from 30 per cent to 1.8 
per cent respectively. The position in respect of cases pending over 
three years in Delhi Collectorate has also improved. 

8.12. However, C.C., Calcutta, C.C.E. Delhi and Madurai have-
been instructed to bestow their personal attention to this matter and 
ensure that the pendency of older cases is brought down without any 
further delay. 

8.13. The Ministry have stated that in pursuance of the decisions· 
taken in the Collectors. Conference, held in May, 1978, the need for· 
expediting the adjudication of cases involving violation of Customs.. 
law and "ther laws enforced by Customs has been brought to the· 
notice of I be Custom Houses, and a time bound programme has been I 
laid .. ~o\'ITr in this regard. 
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Disposal of Goods 

8.14. As on 31-12-1978, the value of total stock of seized and con-
fiscated goods, lying in the Customs godowns, was Rs. 58 crares. 
The value of such goods ripe for disposal as on 31-12-1978 was Rs. 7.5 
crores. 

8.15. The value of seizedlconfiscated goods disposed of during the 
years 1976 to 1978 were as under:-

1976 
1977 
1978 

Rs. 28.03 crores 
" Rs. 13.67 crores 
.. Rs 6.03 crores (Provisional) 

8.16. Instructions have been issued to the CoLlectors of Customs 
and Central Excise to dispose of gold and silver by depositing them 
in the Government Mint and foreign/Indian. currencies by sending 
them to the Reserve Bank of .India for crediting to the Government. 

8.17. Instructions have been issued to the Collector of Customs 
and Central Excise wherever it has not been possible to dispose dia-
monds precious and semi precious stones, they may transfer the stock 
of such goods ripe for disposal in consultation with Collector of Cus-
toms Bombay for disposal in Bombay. 

8.18. Accord:ng to the policy I.T.D.C. are to lift the confiscated 
liquor either against their own import quotas or arrange for such 
stocks to be lifted by other hotels against their import quotas. In 
addition S.T.C. has been permitted recently to arrange for the pur-
chase of the confiscated liquor for the Canteen Store Department. 

8.191. InstructiO'ns have recently been issued for the sale of hetero-
genous item seized in small lots and confiscated to Government 
through retail shops run by the Customs (other than watches) after 

'meeting the requirements of the Government Department Research 
and Educational Institutions as the case may be. 

8.20. Confiscated consumer items are offered by retail sale at 
prices fixed by a Valuation Committee to individual consumers in 
retails shops run by Customs Houses and Central Excise Collectorates. 
The Central Government Employee'S Consumers Cooperatives Society 
Ltd., New Delhi, has also been allowed to make purchases on behalf 
of its members on the above basis. 

8.21. It has been claimed that the advantage in selling confis-
cated goods through retail shops run by Customs Houses is that the 
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gO\lds are directly sold to individual consumers without any inter-
mediary agency. In the past, when consumer items were being sold 
through cooperative societies, certain mal-practice, indulged in by 
such Societies had been reported. 
Confisca.ted Goods 

8.22. The following suggestions have been made in memoranda 
submitted to the Committee:-

(1)"As soon as the goods are confiscated and if it is felt that 
their sale in the local market or to local consumer will 
have adverse effect, option to re-ship 'within stipulated 
peripd on imposition of fine should be allowed. 

(2) As regards goods seized and confiscated contraband goods, 
they should not be kept till the appellate remedies are 
over. The law should be so amended that it would em-
power the Government to dispose of certain confiscated 
goods even before the appellate remedy is over. The 
money realised should be held in deposit till the appeals 
are decided. Such a course would obviate possibility of 
error in valuation and loss in storage." 

8.23. In a written reply, the Ministry have made the following 
comments:-

"(1) Under the existing provisions of the Customs Act, 1962 
option of re-shipment against appropriate fine is also given 
by the adjudicating officers in appropriate cases. 

(2) Normglly goods seized or confiscated should not be dis-
posed of until all the normal processes of adjudication, 
appeal and revision petition have been completed. How-
ever, in the following types of cases the confiscated goods 
may be disposed of observing the prescribed formalities 
and after due intimation to the party af the date, time a':ld 
manner of sale. The sale proceeds are held in deposit and 
would be returnable to the owner if the confiscation order 
is set aside. 

(i) Where goods are likely to deteriorate or perish. 

(ii) Where the recurring cost of upkeep is disproportionately 
high, e.g., in the case of animals; 

(iii) Where the arrangements for storage cannot be provided 
except at disproportionately high cost, e.g., dangerous 

goods." 
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8.24. The Ministry have further stated that the question of taking 
powers for early disposal of other confiscated goods had been examin-
ed earlier. Although an amendment to the Customs Act, 1962, had 
been drafted for taking powers for early disposal of confiscated goods, 
it could not be incorporated in the Customs, Central Excise and Salt 
and Central Board of Revenue (Amendment) Bill. On re-consider-
ation of the matter, particularly in view of the fact that the pro-
posed amendment to the law would result in deprivation of goods to 
the owner, it has been felt that the objective of early disposal of con-
fiscated goods could, perhaps, be met by expediting the processes of 
appeals and revisions under the Customs\Central Excise laws. SOme 
ad·ministrative measures have already been taken to expedite the 
disposal of such appeals and revisions. For example, the strength of 
the Central Board of Excise and Customs has been enhanced to 7 and 
presently two members of the Board attend, on a whole time basis, 
to the disposal of appeals against orders of Collectors of Customs and 
Central Excise. Also, Government are presently considering the re-
commendations of the Jha Committee in regard to the setting up of 
classification tribunals etc. However, if on review of these arrange-
ments, it is found necessary to take powers under the Customs law 
for facilitating early disposal of confiscated goods, appropriate r"Iea-
sures in that behalf, would be considered. 
Dlspolal of .18bed goods 

8.25. After the seized goods are adjudicated, either the importer 
pays penalty and takes them or they are disposed of by the Customs. 
There have been several complaints of long delays in the matter of 
disposal of goods. The Public Accounts Committee in their 15th 
Report (6LS) have also commented upon such delays. The Com-
mittee therefore called for information from the Ministry of FinFluce 
in this regard. 

(i) Disposal of vehicles 

8.26. The following statement shows the number of vehicles lying 
undisposed of as on 1st April, 1976, 1st April 1977 and 1st April, 1978 
in various Customs Houses, No. of vehicles kept in Sheds\open and 
since when they are pending. 

No. ofvehjdea lying with Custom No. ofroch vehi- How lonl{ werf' thf'}' lying with !be 
Houses undisposed of as on des kept Custom. Houses 

Under Outside L"s J to 3 3 to 5 Over 5 
Shed. in the than years years fellI'S 

open ODe year 

388 ,1 IIIl 
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8.27. Subsequently, the Ministry furnished the information that 
as on 1st April, 1978, 388 motor vehicles were lying with the Cus-
toms formations out of which 358 are still lying with Customs for-
mations and others have been disposed of. The Ministry have fur-
nished information regarding vehicle Nos., date of seizure; date of 
confiscation and their value. They have however, not indicated the 
make of vehicles without it is not possible to judge whether the 
value is reasonable. ' 

8.28. The amount of rent incurred during the years 1976 to 1978, 
on hiring garages for parking vehicles, was Rs. 13,33,874.: 

8.29. Reports received from the Collectorates indicate that the 
vehicles which could not be parked,in sheds for want of space were, 
as far as possible, covered with Tarpauline. 

" 8.30. Instructions have since been issued to the Collectors to 
ensure that proper care is taken in the storage and maintenance of 
seized/confiscated evhicles and prompt action taken for their expedi-
tious disposal. 

8.31. Instructions to Custom Houses provide for confiscated vehi-
cles to be disposed of at the best available price. In ·this 'l"egard, eth.e 
following steps ~re required to be taken:-

(i) Fair prices should be determined after detailed rnl> .. l,pt 
enquiries and it should be approved by a Valuation Com-
mittee consisting of two Assistant Collectors and one 
Assessing Officer. 

(ii) Public auctions are conducted by Government auctioneers 
and after wide publicity is given. 

(U)· Disposal of CoDflsc:ated diamonds, precious and Semi-precious 
stoDes 

8.32. From the information furnished, it is seen that as on 81st 
Ausust, 1978, Diamonds of the value of Rs. 3,67 jooo in C.C.E. Madras, 
Rs. 1,00,000 in C.C. Madras, Rs. 3,02,810 in CC(P) Bombay, Rs. 2,57,618 
in CCE, Chandigarh and Rs. 1,05,739 in CCE Ahmedabad are lying 
ripe and awaiting disposal. 

8.33. Similarly, precious stones and semiprecious stones as on 
31st August, 1978. of the value of Rs. 4,74,226 in CCE Shillong. 
Rs. 2,12,000 in CCE Madras, Rs. 2,89,000 in CC Madras, Rs. 2,22,047 
iIi CC Bombay and Rs. 1,67,495 in CCE Jaipur are ripe and awaitinl 
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I dispasal. The precious stones and semi-px:eclous s~one i~ CCE Slill .. 
long of the value mentioned above, have been lying ~ince 3bt Decem .. 

,bert 1976. 

8.34. The Ministry have stated that instructions have been issued 
to the Collectors of Customs and Central Excise that in case the 

,diamonds, precious and semi-precious stones cannot be disposed in 
their jurisdiction, they may, in consultation with the Collector of 
Customs, Bombay, transfer such stocks ripe for disposal to Bombay, 
ror disposal. 

8.35. Collector of Central Excise Shillong has again been advised 
to arrange for the disposal of stocks of precious stones etc. awaiting 

,disposal by gt!tting in touch with Collector of Customs, Bombay or 
'Collector of Customs, Madras. ' 

, 
8.36. It has been stated that unlike other consumable trade go~, 

. disposal of diamonds require proper identification, cortect valuation 
in consultation with panels consisting, of experts, publicity for their 
sale through press, catalogues and thrOllgh v~rious associatio~s, 
arrangement for inspection of goods etc. Even after these goods are 
offered for sale, response may not sometimes be good, as only a few 
traders may be interested in the goods. In such cases the unsold lots 
may have to be offered once again. All these arrangementS wW, no 

,doubt, take time and every care has to be taken as the stakes lnvolv-
,ed are quite high, 

8.37. Rough and uncut diamonds are sold by auction or by tender 
. to holders of import licences agai,nst debit of their licences. Cut and 
polished diamonds are being disposed by auction or by tender for 
'~X,PQrt out of India. No diamonds were sold to IiIllY party through 
priva~e negotiations. 

8.38. Whenever diamonds or precious and semi-precious stones 
are proposed to be disposed of, the trade is' duly informed through 

,news papers by advertisements put out thr~ugh the Directorate of 
Advertising and Visual Publicity, New Delhi. 'The trade is also 
ulformed through their respective associations in all the' big cities 
of India. The names of these associations are known to Custom 
'Houses. 

8.39. Necessary instructions have been issued to all the Collectors 
. of Customs and Central Excise to, take prompt action for disposal 
of ,confiscated., dWnODds and precious ,and semt-preeious .tones. The 

;pendency po~ition is also, being. regularly, reviewed. Good progress 
.in disposal has been achieved in someCollectorate. (e.g" ,Delhi, 
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Bangalore, Madras, Bombay). Collectors in whose jurisdiction there: 
was either no disposal or the progress in disposal was not satisfactory,. 
have been asked to look into the matter personally and take appro-
priate steps to dispose of the pending stocks as early as possible. 

Di8posal of te~tiles 
8.40. According to decision of Government, cut and polished dia-· 

monds and confiscated synthetic textiles are to be disposed of by way 
of re-export out of India. Steps are being taken for arranging re-
export of such textiles either in the fabric form or after conversion 
into garments. Cut and polished diamonds are being disposed by 
the Cutoms Houses for export out of India. 

(iv) Disposal of' watches. 

8.41. It has been stated that confiscated watches are handed over 
to the Hindustan Machine Tools. The decision to hand over watches. 
to H.M.T. is ill accordance with the decision of the Cabinet. H.M.T. 
on their part, are, presently, finalising detailed working arrange-
ments for the disposal of confiscated watches. 

8.42. In a subsequent note, the Ministry have stated that H.M.T. 
have not yet submitted the scheme for taking over of the watches. 
Since only watches worth 77 lakhs (35,000 watches approx.) are now 
awaiting disposal, (compared to their annual total indigenous pro-
duction of about 3 millions), it is not likely to affect their interest .in 
the marketing of the watches produced by them. In fact, H.M.T. 
have not expressed any such fear. 

Storage of seizedleonftscated goods 

8.43. According to the Procedure for Receipt, Storage and Disposal. 
of seizedldetained and confiscated goods, once every six months the 
Assistant Collector, Preventive, or an Assistant Collector nominated 
by the Collector, shall conduct a complete stock taking of all valu-
ables in the custody of the Custom House. Similarly, once every 
six months the Chief Inspector, Preventive or any other officer nomi-
nated by the Collector for the purpose shall conduct a complete 
stock taking of all packages containing articles other than valuables. 
A report regarding the checks done and results should be submitted 
to the Collector within a week from the date of check. The officers 
verifying stock should particularly examine whether the packages 
stored show signs of deterioration, substitution or pilferage. They 
should also verify the seals and satisfy themselves that the seals 
are intact. If the seals are intact, it shall not ordinarily be necessary 
to op,n the pacKages and verify contents but a'token number of 
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packages may be opened and contents checked .. The Assistant Col~ 
lector, Preventjve, or any other officer nominated for the purpose' 
by the Collector shall conduct random stock challenge by surprise, 
approximate1y once a quarter. 

8.44. At the jnstance of the Committee the Ministry have furnish. 
ed the following statement showing the number of stock takings 
undertaken results of stock taking and action taken in that behalf:-

austoms Houlell 
Collectorates 

I. C.C.B., Delhi 

2. C.C. Coehin 

!J. C.C.E., Bhubanesbwar • 

4. C.C.E., Nagpur • 

5. Dy. C.C. Visakhapatnam 

6. C.C.E., Kanpur 

,. C.C., Goa • 

8. C.C., Madras 

9. C.C.E., Hyderabad 

10. C.C.E., Madras • 

u. C.C.E., Jaipur 

lIZ. C.C.E., GllDtur • 

Il!. C.C.E., Indore 

I" C;C;E., ShIUonr 

No. of Sock taken 
during 

Result, of Stock 
taking and 

action 1976 
to taken 

1978 ---------------
2 3 

2 A number of packalfes are Iyin t! 
without deposit particulars 0"1 
the package. showing Ihortage~ 
in lome eases and exee .. es 
in others. Some unaccoun_ 
ted packages have alrea. 
dy been opened and inventer. 
ised and resaled while the rest 
are in the proee" of being 
inventorised and co-relation is· 
in progreS!o 

6 No discrepanciel noticed. 

2 Do. 

6 Do. 

S Do. 

4- Do. 

6 Do. 

6 Do. 

S Minor defects pointed out in the 
record in the stock taking offi. 
cen report rectified. 

6 No discrepancies noticed. 

6 Do. 

S Do. 

1 No discrepancies noticed. The 
roods were trarukrred to In·-
dore Collectorate in January,. 
1978. 

6 No diacrepanciea noticed. 

---_. --.-.----:---:~-,-------
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IS' C.C., Calcutta 

16. C.C.E., Poona 

I,. C.C.E. Madurai 

18. C.C.E., Banplore. 

Ig. C.C.E. (Pl, Bombay 

~o. C.C.E., Patna 

21. C.C. &C.E .• Cochin 

22. C.C.E., Chandirarh 

23. C.C., Bombay 

24. C.C.E., Allahabad 

25. C.C.(P), Patna 

26. Wett Bcon,al, Calcutta . 

• ,. AblDedabali 

s 19,s stock verification reveale d 
a shortage of a big lot or (oun-' 
tain pens which is presumed to 
have ~en .taleD alonll' with 
carnelt money deposit of JU. 
aG, a,uf. and the mattcr wu 
reported to the PoJice. 

r No discrepancies noticed. 

6 Do. 

6 Do. 

3" Certain discrepancies in the 
stoeb were noticed and action 
against the ofticerhas been 
initiated. 

6 No discrepancies noti ced. 

Do. 

4 Do. 

3 Do. 

6 Do. 

S Shortage ofseized goods valued 
at R.s. J 8.+.59 . was notices in 
Ig,6 in Sitamarhi godown. 
Matter iI under enquiry 

to determine the responiblity 

3 Stock verification revealed minor 
discrepaney out of natural 
wear and tear and dryqee in 
.toraF as such DO 
follow-up action was consider· 
ed necessary • 

3 A 1torase of, roll. of art aUk 
fabric was noticed at Cu.toms 
pdOWD. Ahmedabad durinr 
19,6 PreJiminary illVefti, .. 
tion has been completed and 
matter is UDder . coDli4eution 
for disciplinary actlon .• jaiiut 
the defauJtiag officer. 

eIn onc stock takin, out or 7 JOdownl only in respect of .. above it was completed, 
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8.45. From the statement it is seen that during the years 1976 
to 1978, the number of times the stock verification carried out was 
once in C C E, Indore, and C C E, Poona, twice in C C E, Delhi and 
C C E, Bhubaneswar and thrice in C C, Vishakhapatnam, C C, 
Calcutta, C C (P), Bombay, C C Bombay, and C C (P), Patna. 

8.46. The Public Accounts Committee in para 3.63 of their 219th 
Report (5LS) had pOinted out that the stock taking reports (August 
1974) in Calcutta Customs House revealed that in 493 cases the 
seized goods were 110t physically there and the Master Register did 
not also bear allY indication of the sale. receipts thereof having 
been deposited to the Government account. The Public Accounts 
Committee expressed their unhappiness at such gla'l'ingly defective 
maintenance of stores accounts in the Calcutta Customs House. 
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.. C.C., Calcutta 

5 C.C.E .• Bangalore. 

197ti Cash 
Fountain 
pens 

Misc. goods. 

1976 Calculators 
Transistors 

1I6,1I43 

3.500 
8.110 

1I,400 
5.900 

Police have reported the ioss as true but Security measures in the shed have beeJi 
neither the money nor the culprit strengthened by providing coUapaatiJc 
could be detected. Arter depart- gate. A strong iron safe was fixed . in 
mental enquiry one shed officer was the wall in the concerned shed. The 
severely wanmed and the other cen- sale proceeds are invariably deposited 
Jured. with the Treasury on the lame day. 

Police enqUlrleJ revealed that it must 
have been deliberate removal by 
departmental officers. Responsibility 
on certain officers was fixed and 
disciplinary proceedings against 
them are being initiated. 

Suitable measures have been taken to 
secure the godown. Round the clock 
guard ia also kept. 

-~ ~ 
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8.48. It would b~ seen from the above table that in Central' 
Excise Collectorate, Delhi, textiles valuing Rs. 1,10,829 were lost. III 
Central Excise Collectorate, Guntur, gold valued Rs. 1,09,150 was 
substituted by three Superintendents and one Inspector. The mat-
ter has been investigated by the Central Bureau of Investigation and 
the case has been referred to Central Vigilance Commission in 
January, 1979. There were also cases of losses in C.C., Bombay, 
C. C., Calcutta and C.C.E., Bangalore. 

8.49. The Ministry have stated that a study relating to storage 
and security arrangements has been made by the Directorate of 
Anti-Smuggling, which inter-alia made the following recommenda-
tions:-

(i) Period;cal surprise visits to the warehouse by senior 
officers to check safety and security arrangements. 

(ii) Suggestions for provision of racks in the warehouse to 
prevent damage or deterioration of packages kept in the 
godown. 

(iii) Provision of guards. 

(iv) Periodical regular stock taking of wa·rehouse goods. 

8.50. All Collectors of Customs and Central Excise have also· 
been instructed to tighten the secu'1"ity measures and to ensure that 
stock taking at prescribed intervals are regularly undertaken. 

8.51. The Committee note that the number of cases of seizure 
of goods imported in contravention of the Customs Act increased 
fro·m 49555 in 1974 to 62569 in 1975, 77252 in 1976. 144977 ill 
1977 and 57362 in 1978 (apto April) but the value of goods seized 
decreased from Rs. 60 crores to Rs. 45 crores, 36 crores. 29 crores 
and J 3 crores respectively. The Committee are glad to observe the 
increase in the number of cases of seizures which is an indicator of 
the alertness of the preventive machinery of the Customs. 
Deptt. The Committee, however, feel that 1\ study of the reasons 
for decrease in the value of goods seized is necessary. This would 
help in having an idea about the nature of goods illegally imported 
into tbe country and in planning the preventive strategy. 

8.52. Under the Customs Act, the show cause notice is required 
to be issued within six months of seizure of goods. The Ministry 
have stated that it ·is not possible to issue show cause notices im-
mediately after the seizure of goods as it is necessary to carry out 
detailed investigation with a view to coDecting all available evi-
.tence for taking action against the perSODs concerned with the' 
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oftence by way of departmental adjudication .and proseeution in the 
courts 'ilf Law. The Committee feel that six months is too long a 
period to complete investigations and issue show cause notice ex-
cept in some very complicated cases. It is not unlikely that be-
(~ause of the provision of six months in the law for issue of a show 
cause notice, the officers may tend to take things easy and delay the 
invt"stig;ations. 'l'he Committee would. therefore, like the Depart-
ment to consider IRying down different time limits for different 
types o~ seizures and lay down guidelines for expeditioll~ completioll 
of investigations and issue of show cause notic.es at tbe earliest 
without waiting for the expiry of the stipulated period. In view 
of the j:act that the number of cases of seizures have been on the 
increase the nel'd for cutting down the period for issue of show 
cauo;e l'lotice and simplifying the procedure for adjudication is all 
tbe greater 8S otberwise the accumulation of seizure cases wilJ reach 
ullmanngeable proportions and throw the customs machinery out 
of gear. 

8.53. The Committee note that at the end of July, 1978 these 
were 71188 cases pending adjudication. out of which 7!l8 cases were 
1-3 years old and 446 cases were more than 3 years old. The Com-
mittee have been informed that as a result of measures taken to 
review the (tId cnses on a continuing basis, a considerable progress 
has bl~e.n achieved in liquidation of old eases by December, 1978. 
The Committee, however, find that inspite of the special measures 
reported to have been taken the number of ]-3 years old cases in 
Collertorateo; of Ahmedabad (14.3 per cent): Allahabad (9.09 pel' 
cent), Bangalore (10.3 per cent) and Guntur (10.6 per cent) is Htm 
very high. In the Collect orates of C9lcutta, Chandigarh, Delhi and 
Madras, the number of 1-3 years old cases has surprisingly gone up 
after the ~pecial measures have been taken. The numher has in-
creased from 13 per cent to 15.6 per cent in Calcutta, 10.6 per rent 
to 13.3 ],er rent in Chandigarh, 16.6 per cent to 24 per cent in Delhi 
and 18 per cent to 19.4 per cent in Madurai. The Collectors con-
cerned are stated to have been instructed to 'bestow their personal 
attention on this m'ltter and ensure that pendency of older cases 
is brought down without further delay. The Committee desire that 
Central Board of Excise and Customs should regularly monitor the 
progress of disposal of old cases of seizures and enslue that these 
arP. disposed of as early as possible and that there should be no 
undueaccummulation of old cases in future. 

8.54. The Committee note that as on 31 December, 1978, while 
the total stock o{ confiscated goods lying in the Customs godowns 
"'8S of the value of Rs. 58 crores, the value of such goods ripe for 
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-disposal was only Rs. 7.5 crores. The value of confiscated goods 
,disposed of during the last three years has been on the decline 
(Rs. 28.03 crores in 1976, Rs. 13.7 crores in 1977 and Ks. 6.03 crores 
in 1978) resulting in accummulation of larger stocks in the custody 

. of customs organisation. Normally, goods seized or cOnfiscated are 
not disposed of untill all normal processes 01 adjudication, appeal 
and revision petition have been completed. The Committee have 
considored a suggestion that the seized and confiscated goods should 
not he l{ept till the appellate remedies are over. Instead the law 
should be so amended that it would empower the Government to 
dispose of certain confiscated goods even before the appellate 
remedy is over and the money realised should be held in deposit 

-till the appeals are decided. In this regard, the Ministry have stated 
that the f!Uest;on of taking powers for early disposal of confi9cated 
goods had been f'xamined earlier and an am.endment was proposed 
in the Customs Act, 1962. On reconsideration of the matter, parti-
cularly in view of the fact that the proposed amended law would 
result in deprivation of goods to the owner, it had been felt that 
the objective of the early disposal of confiscated goods could per-
haps be met by expediting the process of appeals and revisions 
under the Customs/Central Excise Laws. The Committee have 
exam:\ned elsewhere in this Report the procedures for departmental 
appea Is and re"ision applications and have found that these pro-
cedu1'l's are !!Jtill time-consuming and have not been ale to expedite 
disposal of appeals and revision applications. The extant procedure 
for de aUng with seized goods and disposing of confiscated goods are 
also time-consuming. The long periods of storage not only result 
in avoidable expenditure on their storage but also re~ult in losses 
and deterioration. The possibility of malpractices also cannot be 
ruled out. The Committee feel that if the rate of dispo!'lal of con-
fiscated goods continue to decline as it has declined during the 
'last three ~'ears, the accummulated stocks of confiscated goods would 
become unmanltl!eable and will create numerous problems for the 
Government. The Government would do well therefol'e to take 
legal p )wel"S to dispose of seized and confiscated goods without 
wait:ng tiJI anl)eJJate remedies are over and hold the proceeds in 
deposit to be disposed of as reqUired under the final decision. 

8.55, The Committee note that 388 vehicles were lying with the 
Customs Department as on 1 April, 1978, out of which 112 were 
lying for 1-3 years, 113 vehicles were fOr 3-5 years and 92 vehicles 
for over five years. During the period 1976-78 an amount of rent 
of Rs. 13.M lakhs wes incurred on hiring garages for parking the 
vehicles. Out of these 388 vehieles, 153 were lying in the open 
'and must have been considerably damaged. The Committee do 
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not see aay advantage in the Governmnt acting as a watchman for 
these vehicles, which after 3-5 years would be nothing but jUllk 
and may yield only a fraction of their book value. 

8.56. The Committee have been furnished with a statement indi-
cating the details of 3581 UIldisposed vehicles lying with Customs 
Houses. The details include Vehicle No., Date of seizure., date of 
confiscation, and their value, but the make of vehic!es has not been 
indicated, without which it is not possible to judge whether the 
value fixed is reasonable. The Committee feel that complete infor-
mation should have been kept by the Customs and given to the 
Committee in the first instance itself. The Committee would like that 
a complete and upto-date s,tatement indicating the make of vehicle, 
year of manufacture, date of seizure, date of confiscation and value 
should be submitted to them . 

. 8.57. The Committee would l'!eiterate that the Government may 
examine the feasibility of diposing of such vehicles if necessary by 
amendment of the relevant law, immediately after their seizure, 
except where their disposal may weaken the case for prosecuting 
the smugglers and divesting themselves of the responsibility for 
keeping these vehicle at great cost. The Committee also recommend 
that case of each vehicle lying at present in Government custody 
may be examined critically and steps taken to dispose it of as early 
as possib'e. ..It should also be ensured that so long as the 
vehicle lies in Government custody it is kept in a safe and covered 
place so that it remains in good condition and fetches the best pos-
!'ible price at the time of disposal. 

. 8.58. From the information furnished to the Committee, it 
seen that as on 31 August, 1978, diamonds and precious stones 
valuing 24-87 lakhs of rupees have been lying undisposed of in 
Madras, B"mbay, Chandigarh, Ahmedabad, Jaipur and Shillong 
Colleetorates. Instructions have been issued to the Collector concern-
ed that in case the diamonds and precious and semi-precious stones 
("annot be dlsposed of in their jurisdiction they may in consultation 
with Collector of Customs, Bombay. transfer such stocks as are ripe 
for disposal to tbe Collectorate of Bombay for disposal. The Com-
mittee desire that the Centt'a} Board ,should ensure that diamonds, 
precious and semi precious stones with these collectorates are trans-
fered and/or dio;posed of expedit~ously. They would like the Central 
Board to ensure that the diamonds and stones are kept in safe custody 
and are duly accounted for and are not stolen, lost Or replaced. 
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.. ~.~9. The Committee have been informed that according to the 
decIsIon of the Government, cut and polished diamonds a·:d con-
fiscate synthetic textiles are to be disposed of by way of re-export 
out of India. Steps are being taken for arranging re-export of such 
textiles either in fabric form or after conversion into garments. 
Cut and polished diamonds are being disp!lsed of by customs 
Houses for export out of India. The Committee desire that instf"ad 
of giving general instructions in this regard concrete schemes 
should be drawn up to re-exp~rt tex(i~es and 'ht and polished dia-
mond and responsibilities assigned to designated officersicollectorates 
and watch, kept by the Central Board on the progress of re-export 
r}f these items. 

8.60. The Committee have been informed that 35000 confiscated 
watches are now awaiting disposal with the customs. It has been 
decided to hand over the confiscated watches to Hindustan Machine 
Tools hut the Hindustan Machine To'ls have not yet fina~ised the 
detailed working arrangements for d:sposal of confiscated watf'hcs. 
The Committee des,re that the matt{!1" should he punued with the 
Hindustan Machine Tools and the Committee informed ahout the 
outcome in concrete terms. 

8.61. The Committee note that according to thl~ procedure for 
storage of seized and confiscated goods, complete stock vcrificaHon 
of ar valuables in the Customs Houses ;s required to be made once. 
in six: months. The Committee, however, find from the statement 
furnished to them that during t!le period of three years 1976 to 
1978, stock verification was done only once in Indore and Poona 
Collectorates. twice in Delhi and Bhuvaneshwar co'lectorates and 
thrice in Vishakhapatnam" Calcutta" Bombay and Patna Collect'Jr-
ate3. The Committee are not happy over the non-observance of the 
procedure by the Co1ectorates. The PubJ/ic Accounts Committee 
in their rep'lrts have already drawn attention to the!ie lapses. The 
Committee desire that it should be the responsibility of the Collectors 
to ensure 1hat stock verification is done twice a year according to 
the procedure and the Ccntra~ B!)ard should through periodic state-
ments, ensure compliance with the instructions issued in this regard. 
The Committee would like to he informed of the action taken for 
stock verification in each collectorate within six months. 

8.62. The Committee are concerned to find some cases of pilferage 
and losses of goods in some collectorates during the period 1976-
78. In Central Excise Collectorate. De~h; t(!xtiles valuing Rs. 1,10,829 
were IDst. In Central Excise Col1ectoratc Guntur gold valued R,s, 
1,09150 was substituted by three Surerintendents and one inspector, 
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The matter has been investigated by the Central Bureau of Investi-
gation and the case has been referred to Central Vigilance Com-
mission in January, "1979. The Committee would like to be inform-
ed of the adion taken against the persons concerned in both these 
cases. The Committee also desire that nece~5ary steps should be 
taken to tighteR up security measures in all Colledorates to ensure 
that goods in the customs g04lowns are not lost. For this it is neces-
sary that stock verifications should be done at regular intervals and 
periodical surprise visists are also made to the godowns by the Senior 
officers. 



CHAPTER IX 

AIR CUSTOMS 

A. Customs Staff 
9.1, There are 4 International Airport in India at Bombay, Calcutta 

Delhi and Madras. With the introduction of direct flights from and 
to Gulf countries Trivandrum Airport' has also reeently joined the 
category' of international ports. It has been stated by the Ministry 
that the Customs Units at international airports function under the 
control of Additional Collectors of Customs who work under the Col-
lector of Customs. While at Santa Cruz (Bombay) and Palam 
(Delhi) there are Additional Collectors excluSively in-charge of the 
airports, at Madras and Calcutta, the Additional Collector, in addition 
to the work at the airport looks after the other preventive and anti-
smuggling work in the Custom House. Under the Additional Collec-
tor of Customs, there are Assistant Collectors of Customs who attend 
to their duties by rotation. At Bombay and Delhi Airports it is en-
sured that at least one Assistant Collector is available at the Airport 
round the clock, Assistant Collector attends to all important flights. 
)esides this there are Superintendents of Customs who are also 
gazetted officers working under the Assistant Collector. Each SUp-
..!rintendent of Customs generally supervise the work of 4 or 5 Air 
Customs Officers. The baggage of the passengers is examined 'by 
Air Customs Officers working und~r the supervision of Superinten-
dents of Customs, 

9.2. The Ministry have stated that after 1975 there has been an 
unprecedented increase in the passengers traffic as also increase in 
the import and export of cargo by air, specially at Santa 
Cruz and Palam Airport. While, there were 4 lakhs incoming 
passengers at Santa Cruz in 1975, the number exceeded 6.35 lekhs 
in 1977. Similarly at Palam, the figure of incoming passengers has 
also increased from 2 lakhs to about 5 lakhs. The collect:on of duty 
from the baggage of passengers has also increased at a very fast rate 
from 5.65 crores in 1975 at Santa Cruz Airpcrt, the collection of re-
venue went up to Rs. 16.77 crores in 1977. At Palam from Rs. 1.82 
crores in 1975, it went upto about Rs. 4 crores in 1977. 

9.3. The Ministry have stated that with the increase in the num-
ber of flights passenger's traffic and collection Cif duty, the:e has not 
been a corresponding increase in the physical amenities and sanction 

140 



141 
pf extra staff. Though 24 additional posts of Air Customs Officers 
a!ld 2 posts of Ail' Customs Inspectors were sanctioned in March, 197B 
at Santa Cruz Airport, it is not sufficient to cope with the increase 
in the work-load. Proposal for extra staff at Santa Cruz' Airport as 
well as at Palam are under the consideration of Government. 

9.4.· The airports at Delhi and Bombay were constructed long back 
and are incapable of handling the increase passenger traffic. Some 
modifications in the Arrival Hall at Santa Cruz have been under-
taken. Even after the modifications are completed, the arrival hall 
at Santa Cruz would be able to accommodate only about 400 passen-
gers while the peak hour traffic is arround BOO passengers. In addi-
tion, lack of physical amenities like defective air-conditioning at 
Santa Cruz, absence of snack bar facilities in the arrival hall at Palam 
and Santa Cruz, inadequate Self-Service Trolleys, insufficient toilet 
ifacilities aggravate the difficulties of the passengers. This Depart-
ment has taken up, at the highest level, with Ministry 0'£ Tourism 
and Civil Aviation as well a;:; the International Airport Authority of 
India about the inadequacy of space and lack of amenities at the 
international airpots. 

9.5. Though the facilities and resources at the disposal of the Cus-
toms, particularly. the man power, have no1/ been adequate to cope 
with the sudden increase in passenger traffic, continuous efforts are 
made so that the difficulties of passengers are minimised. In order 
to have a supervisory control of a higher level, Additional Collector 
of Customs have recently been posted at Palam and S'anta Cruz 
Airports. 

9.6. During the visit of the Study Group of the Estimates Commit-
tee to the Palam Airport on the 21st December, 1978, the Custom 
authorities also brought to their notice the difficulties faced on ac-
count of the inadequacy of ,staff. It was stated that proposals for 
additional staff were under consideration. 

9.7. Similarly during the visit of the Study Group o'f the Esti-
mates Committee to the Trivandrum Airport on 1-2-1979, the Study 
Group were informed that with the introduction of the direct flights 
from the Gulf countries to Trivandrum" the incoming as well as the 
outgoing international traffic had enormously increased. Original-
ly the staff sanctioned for the Air Customs work at Trivandrum was 
only 2 Inspectors. This was subsequently augumented to 1 Superin-
tendent of Central Excise, 17 Inspectors of Central Excise a'nd 6 
Sepoys. The Study Group was told that even this strength was re-
por.edly inadequate for clearance of passengers from the Gulf 
countries and Colombo. Moreover the diversion of the Excise staff 



14~ 

to the Air Customs affected the excise work adversely. Staff pro-
posals for the augumentation were under consideration. At the 
Supervisory level also, it was stated that there was need for one full 
time Assistant Collector for Customs work at Trivandrum and the 
number of Superintendents had to be suitably augumented for effec-
tive supervision over clearance. 

9.S. In August, 1977, Collector of Customs, Bombay, asked for fur-
ther complement of staff to cope with the growth in passenger traffic 
increase in frequency and size of work and increase in adjudication 
work etc. as below~-

Air Customs Superintendents 44 
Air customs Ofticers 243 

9.9. ~e Ministry have further s~ated that various Collectors at 
International Airports had been asked to give proposals regarding 
space and staffing at Airport and also to project the future needs. 
The proposals have since been received, The data received would 
be analysed by this Directora~e a'nd detailed Field Studies conducted 
as early as practicable to ascertain the staff requirements and neces-
sary proposals will be made to the Government. 

9.10. Regarding physical posting, the Ministry have statej that 
recruitment of Air Customs Officer5 has to be done by the Staff 
selection Commission, who had conducted an examination for this 
purpose sometimes back and it is expected that they would be no-
minating candidates for appointments against these post3 very soon. 

9.11. As regards the question of introducing systematic regular 
reviews the Ministry have stated that the staff strength at Santa 
Cruz Airport has already been reviewed consequent upon growth jn 
traffic. Similarly, the staff at Palam is also under review on the 
same basis. The Ministry has further stated that the procedure for 
the clearance of International passengers is constantly kept under 
review and modifications made as and when found necessary to ex-
pedite their clearance to avoid undue hardship to them. S'i'nce, 
however, the pattern of traffic, that is to say, proportion of passen-
gers coming from sensitive areas (such as Gulf Countries, Singapore, 
Africa etc.) and other non-sensitive areas was constantly changing, 
it was not possible to lay down l:ny rigid norms for working out the 
requirements of each category of staff with a view to automatic 
augmentation of the staff strength, in proportion to the increase in 
the passenger traffic. However, the Directorate of Inspection were 
exploring ways and means by which ad-hoc augmentation of st:-ff 
could be possible within certain l1mitations subject to detailed study 
by the Directorate of O.&M. Services later on. 
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9.12. Subsequently the Ministry informed the Committee that as 
a result of recommenda~ions made by the Directorate of Organisa-
tion and Managements Services, Cus~oms and Central Excise the in-
tegrated Finance, inter-alia had agreed to the augmentation of 
certain posts in the Air Customs at Bombay, Trivandrum and Delhi 
as on 31-10-1978 as per details given below:-

Organisation for which r('commendations mad~ Net No. 
of posts 

recomm-
ended by 
Director-
ate of 
0& MS 

No. of 
posts 

cleared 
by integra 
ed Finance 

---------- ----------------------,--------------
Integrated Air Cargo-complex, Bombal 

Air Port, Bombay 61 

Escorting jobs, Bombay Custom, House " II 

Trivandrum Airport 

.---- --_ .. --.---- .--. ---------
9.13. Augmentation of t;taff at t.ht International Airports Santa-

cruz and Palam cleared by integrated Finance as on 31-10-1976, are 
as follows:-

Designation of Post Present 
sanction-

ed 
strt'ngth 

Assessed Addition 
strC"ngth posts re-­
on ~-I quirt~d t 
shifts of 8 be crcal 
hours each 

ba.,is 
including 

Leave 
Rest,rve 

-------------------.----------------------~---------_._----
SANTACRUZ AIRPORT 

Air Custom, Inspectors (Supcrintendent of Customs) • 

Air Customs Offir. ... rs (Prev .. ntive OfficC"rs) 

PALAM AIRPORT 

Air Customs InspectOlI (Superintendent of Customs) 

Air Customs Officers (Preventive Officers) 

21 

200 

12 

94 

3 4 

24 :-1 

243 43 

12 

124. 30 

_0- ____ ~ __ .-
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Staff stren.gth at Trivan.drum Ai'l'port 

9.14. Regarding further augmentation of the staff strength a 
Trivandrum Airport. consequent on introduction of Gulf flights the 
Ministry have informed the Committee that study for requirement 
of staff strength for Custom clearance work was taken up for Trivan-
drum Airport in March, 1978 soon after the diversion of gulf traffic 
from Bombay to Trivandrum. Recommendations were made for the 
creation of the following staff which would be independent of the 
assistance of Central Excise Department:-

Assistant Collector • 

Superintendcnt oCCentral Excise 

Inspector (Central Excise) 

Stenographer (OG) • 

Sepoya • 

18 

10 

9.15. The recommendations were accepted in part and one post 
of Superintendent, 15 posts of Inspector and 6 posts of Sepoy were 
sanctioned by the Board. Even this was not found to be enough. 
Another study was made in December, 1978. On studying the work-
ing conditions at Trivandrum Airport, the following posts have been 
recommended for sanction in addition to those already in position-

Assistant Collector • 

S u peri ntendent (Central Excise) ,II! 
Appraiser 

Inspector 

The proposal for creation of these posts is under consideration. 

9.16. As regards the staffing of the Air Cargo complex at Trivan-
drum, the Committee have been in'formed that proposal for having 
an air cargo complex at Trivandrum has been accepted in principle. 
The following additional posts have also been sanctioned. 

Assistant Collector • 

Superintendent (Central Excise) 

Appraiser 

tnspt'ctor. 

9.17. The posts of Assistant Collector and Appraiser will be com-
mon for Air Port and the Air Cargo Complex. 
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9.18. During evidence the representative of the }\1inistry of Fin-

ance informed the Committee on the 5th March, 1979 that in pur-
suance of the objectives announced by the Minister of S'tate for 
Finance of clearing the passengers within the time-limit of half an 
hour, the Directorate of O&M and the staff Inspection Unit were 
jointly conducting a study at Bombay and Delhi and that the full 
man-power requirement would depend upon the findings of that 
study. In the case of Trivandrum Airport he added that the Collector 
had already deployed some Staff from his internal resources. The 
Directorate of 0 & M had recommended a total requirement of :31. 
We took into account the deployment of staff already there and 
therefore gave the net addition which worked out to 22. 

9.19. On the question of growth of traffic at Bombay between 
1975 and 1978, the witness added that:-

"There haSi ,been a co'nsliderable growth in traffic, an that 
is why the number of counters has been increased. We 
are today manning about 34 counters taking into account 
the present traffic, Even that may be inadequate, and 
that is why the present joint study by the Directorate of 
o & M and the Staff Inspection Unit i~ being carried out. 
We are awaiting their report. ,I may also add that, on 
1st January, in consonance with the new policy, we have 
introduced and additional shift in Santa Cruz Airport 
and Palam Airport, so that the customs officers. 
Who were working 12 hours at a stretch, now work eight 
hours at a stretch. So, some additions have been made 
pending the study which is noW' 4Ioing on." 

9.20. Elaborating the point further 'IIlother witness of the Mini-
stry of Finance stated:-

"Another 43 posts have been sanctioned for providing the third 
shift. The proposal is for 243 additional hands which is 
to implement the special procedure which was introduced 
with effect from 1st January. It is in this context that 
a joint study by the Directorate of 0 & M and the Staff 
Inspection Unit is going on, and in the light of the final 
conclusions which will emerge, we wiU augment the 
strength." 

9.21. The Committee note that there has been phenomenal increase 
in passenger traffic and import and export cargo by air specially at 
Bombay and Delhi Airports. The number of incoming passengers 
has ·mcreased from" lakhs in 1975 to 6.35 lakhs in 1977 at Bombay 
airport and from 2 lakhs to 5 lakhs at Delhi airport. Similarly tbe 



.lltU - .- ........ -.,,'-... ,,--------_ 

colledion of duty from baggage has also increased from R.i. 5.65 
crores in 1975 to B.s. 16.77 crores in 1977 at Bombay and from 
its. 1.82 crores to Rs. 4 crores at Delhi. But there has not been a 
corresponding increase in the physical amenities and staff to cope 
with the increased passenger traffic and collection of duty. However 
in order to have a supervisory control at a higher level, additonal 
Collectors of Customs have recently been posted at Delhi aJfd Bombay 
airports. According to the Ministry the various Collector, at Inter-
national airports were asked to give proposals regarding space and 
staffing at airports and also to project the future needs. In pursuance 
of the objective announced by the Minister of State for Finance for 
clearing the passengers within half-an-hour, the Directorate of O&M 
and the Staff Inspection Unit are reJorted to be jointly conducting 
a study at Bombay and D~lhi. The full requirement of staff will 
le determined in the light of i'!t!s study. 

9.22. With the introduction of direct flights from guU countries 
to Trivandrum, the staff strength at the Trivandum airport ha.; been 
increased. But during their vi·lit to Trivandrum Airport, the Study 
Group of the Committee were informed that even this increased 
strength was inadequate for the clearance of pa'isengers. A pro-
posal for furher augmentation of staff at Trivandrum Airport i.; 
under consideration. 

9.23. The incoming passengers are a source of revenue to the 
Country. The minimum that they expect in return is quick cus-
toms clearance which is not too difficult a task if adequate staff is 
deployed at the International Airports. The Committee find that 
even after staff studies, the additional staff is not posted expeditious-
ly. The Committee note that another joint study of staff requirl'-
ments is underway at Bombay and Delhi. The Committee are of 
the opinion that the staff studies should determine norms with re-
ference to passenger traffic at peak hours and when the traffic grows, 
the staff strength should be increased automatically according to the 
norms. It should not be necessary to undertake staff shl,.dy afresh 
every time an increase is reported in traffic. There should be no 
delay in filling up the additionaJly sanctioned posts either. The Com-
mittee consider that it is the responsibility of the Customs Depart-
ment to provide adequate staff at airports for clearance of passengers 
quickly so that the inconvenience caused to them because of delay 
in Custom Clearance is minimised. 

9.24. The Committee find that whereas according to staff studies 
already made. Directorate of 0 & M had recommended 61 additional 
posts for Air Pool Bombay, the Integrated Finance of the Ministry 
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had cleared only 26 posts. For introducing 3-shift system, Bombay 
customs also requires 3 more Ail' Customs Inspectors and 43 more 
Air Customs Officers; Delhi too requ lres an additional strength of 
3d Air Customs Officers. The Committee feel that where studie .• 
already made have established the need for additional staff, the 
sanctioning and posting of t. iditional staff should not be delayed. 
The Committee would like to be informed of the progress made hI 
the posting of additional staff. 

9.25. The Committee also recommend that the additional staff pro-
posed for Airport Customs unit at Trivandrum and the additional staff 
sanctioned for Air Cargo Unit there should be posted expeditiously 
so that the Trivandrum customs can start providing efficient service 
to passengers and importers/exporters at the earliest. 

B. Clearance of Passengers at the International Airports 

9.26. A number of non-official organisations in their memoranda 
submitted to the Committee had stated that there was considerable 
delay in the clearance of passengers at the various international air-
ports in Ind:a. In one memorandum it was stated that " ....... . 
passengers arriving by m:dnight o' e3rly morning flights, already 
groggy with sleep, get justifiably irritated when their baggage is 
opened piece by piece and the things are scattered all over the 
customs counter and even ladies accompanied by young children and 
infants do not receive the consideration ...... " During the course 
of the debate on the customs Tariff (Amendment) Bill, 1978 in Lok 
Sabha a Member stated" ...... one feels' more offended and distres-, 
sed when one finds that one is treated better abroad, but when one 
comes back to one's own country. one is treated as a criminal and 
guilty person and put to all kinds of h:;rassment and humiliation". 

9.27. In another memorandum submitted to the Committee it was 
stated that:-

"There should be simple procedUl'e for clearance of passengers 
as is being followed by other countries. For an ordinary 
passenger, it takes at least 2-'3 hours to complete the clear-
ance formalities at the Customs. This is not only t:me 
consuming, but takes out all the enthusiasm of the pas-
senger while returning here after stay abroad. If the facts 
are compared. the amount of customs duties that are re-
covered, at International Airports from the passengers in 
respect of their pa~kages is quite insignificant as com-
pared to the total establishment charges of the Customs 
Department at the Airports and accordingly there appears 



to be no justification for the rigorous customs formalities 
at the airports. While Customs should be vigilant about 
smuggling of contraband articles, it is not necessary to 
harass each and every passenger. 'I'he passengers could 
conveniently be cleated even if their packages are to be 
examined within a matter of 10 minutes by an oral exami-
nation. Another reason why the passengers are str~nded 
at the airports for several hours is due to the fact that a 
large number of flights come at the same time and the 
number of counters for examination are very limited. 
In such cases it would be better to do only random exami-
nation and allow the passengers to go through the Customs 
as is being done in most of the countries." 

9.28. In reply the Ministry stated that:-

"the Customs examination of Laggage commences after the 
Health and Immigration formalities have been gone 
through and the passenger's baggage has arrived in the 
baggage hall from the aircraft. Most countries follow 
two channel system for clearance of passengers. Under this 
system green channel is for passengers having no dutiable 
goods and red channel for persons having dutiable goods. 
In this country because of a separate set of rules for tou-
rists and need to expedite the clearance of their bag-
gage a three channel System has been adopted by introduc-
ing an additional channel viz. the white channel for 
clearance of tourists. The three channel system has helped 
in expediting the clearance of passengers who do not im-
port goods in excess of the admissible allowance or who 
do not violate any regulatiOns. In order to avoid delays 
caused in the clearance of passengers due to simultaneous 
arrival of number of flights during certain peak hours, 
the Ministry of Tourism and Civil AviatioJ? are trying to 
persuade the Airlines to I'e-schedule the 1Iight. to tl: ~ 
extent possible," 

~.29. Subsequently the Ministry in their note furnished to the 
Committee stated that since the three-channel system under which 
tourists were cleared in the white channel caused difficulties for 
tourists who were' used to clearance through the green channel under 
the two-channel system prevalent at most of the international air-
ports, it was decided to fall in line with the inteI'national practiees 
by introducing the two-channel system under which the green 
channel itt meant for passengers including tourists with no dutiable 
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goods and the red channel for passengers who carry dutiable goods. 
In order that non-tourists who select the green channel do not hold 
up the clearance of tourists, the Customs Houses had been instructed 
that a few counters under the green channel should be rf¥erved at 
each airports for the clearance of tourists. 

9,30. In order to expedite the clearance of passengers, it has been 
provided that sele~tion of passengers for examinat:on of their bag-
gage should be on a random basis and under' the green channel, per-
centage selection for examination should normally never be more 
than 25 per cent. Instructions had been issued that 1 :lssengers 
selecting green channel found to be carrying dutiable goods should 
be diverted to the red channel so that there is no hold un in the green 
channel. Such passengers. where possible, would be dealt w:th at 
separate counters in the red channel earm~rked for th;s purpose. 
These passengers are also dealt with fo!' mis-declaration unless it 
is clear that selection of green channel was through ignorance or 
because of illiteracy. 

1.31. During eviden~e the Committee enquired whether a critical 
analysis of the working of the two channel system at the vatious 
international Airports in India had been undertaken and how far 
in their view it had contributed in expediting the clearance of the 
toutists and whether the ~ystem needed any further streamlining 
to avoid any harrassment to the tour:sts. The Ministry in written 
note have stated that "with the introduction of the two channel 
!;yt!ltem, the pace of clearance of the passengers had considerably 
improved as would be evident from the table given below:-

Repor/for th, Firs//wo weeks after la'lllChing IIfthe Drive ffl" Cl,arance of Air PII<.fml(!trf ExfJ,ditiou.I{I· 
QIId with C?'lrlesy (Comflarative FiR"rtlS of I-week) b,/"rt 31.!/ D/lCtmbtr, 1978 

i . e. one week be/rare the Drive allrl tlzertltif/er). 

----_._-------_ .. ---
Total :'Ilumf)-::r "f 

Tn •• en~e\'ll 
NI). of p:n.en'l;"fS N'l. of pa"r.ngers 
cleared thrnu~h cleared throu~h 
Green Channel Red Channel 

- - -_._._-_.- ---_._-_. 
Average time taken 

I-week 
after the 
launching 
of drive 

II-week I-week 
after 

lI-w.~ek I-week II-week I-week I-week II-week 
after before after 

launch- (Per flight) 
ing of 

drive 
.. _-------_._._--- ._-- .. -- ----.-

II' 3 4 5 6 7 II q 
. ----.--- --- .. -----.-.~.-----.--.--"- ... _--_ .. -- .. _-----_.-

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

5 6 7 8 9 
--- .--------------~--

DELHI 

7126 1249 1807 -1-2 Ints -I-mts. NA 
(Green) (Green) 

12-20 mts. 8-15 mtl. 
(Red) (Red) 

NA 442 NA 

TRIVANDRUM 

324 NA *121·5 -13mtl •• 3 mtsto 

MADRAS 

CALCUTTA 

1888 18& 1696 119 

mts. II mts. 

619 2 hra. 14 I· 29 inti. I· 20 mts. 
mtl. 

192 20 mts. 12 mil. II mts. 

9.32. From a written note dated 7-2-1979 furnished to the Com-
mittee by the Collector of Customs Bombay, it is noticed that the 
average time taken for clearing passengers was 38 minutes per 
flight on 31-12-1978 and 28 minutes on 31.1.1979 (after the intro-
duction of two channel system). 

Delay in cleara~e of a.ir passengers cargo sent by air: 

9.33. It has been stated in a memorandum submitted to the 
Committee that "clearance of goods cargo similarly needs to be 
given the utmost priority because the very purpose of sending 
cargo by air would be defeated if there were delays in the 
Customs". "As internal passenger traffic and foreign passenger tra-
ffic are tending to increase, it i<g time that all airports and seaports 
should modernise their entire system including the reception halls 
with adequacy of space..... ." 

9.34. In reply the Min:st.:y have stlted that the Government had 
set up an E.xpert Committee to recommend, inter a.Z:a, meaS"..lres 
for speedy clearance of passengers through Customs. 0_1 the basis 
of th~ Committee's report the Baggage Rules were revised, with 
effect from 16-5-197'8. The revised rules have had a go')i effect on 
the p ;ce of clearance of passengers_ Furthr Assistant Collectors 
and Customs Superintendents are posted round the clock at all the 
International Airports for supervision. A system of spot adjudica-
tion h:ls been introduced to expedite disposal of ;;,djudication 
caies. 

--------_ .. -- -----_ ... _----
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9.35. In order to expedite the clearance of Air Cargo. integrated 

Air cargo complexes are being set up by the International Airports 
Authority of India at the major International Airports. After the 
commissioning of the Air Cargo Complex at Bombay Airport in 1977 
all customs formalities relating to the clearance of air cargo are 
being completed at the airport itself resulting in considerable im­
provement in the rate of clearance of both import and export air 
cargo. At Delhi and Madras als') in order to expedite the clearance 
of air cargo, facilities for completion of all customs formalities 
have been provided at the airports. At Calcutta, proposal for 
establishing an integrated cargo complex has been accepted. The 
requirement of speedy passenger tlnd c:-rgo' clearance at airports 
have been borne in mind in planning the new terminal buildings 
for Bombay and Delhi airports. 

General behaviour Of Customs officials: 

9.36. During the course of the debate on the Customs Tariff 
(Amendment) Bill, 1978 in Lok Sabha some Members had com-
plained 2S present: 

II (i) In various other countries, the methods and manners 
med by Customs Officers to de a) with Passengers are 
intelligent and smart, and yet very polite and civilised. 
One feels more offended and distressed when one flnds 
that one is treated better abroad; but when one come.s 
ba~k to one's own country, one is trelted as a criminal 
and guilty persons and P'Llt to all kinds of harassment 
and humiliation." 

(ii) Unfortunately, when the labour class. the middle class, 
who had gone out and shed their blood in foreign coun-
tries working very hard, come back to India the trf'at-
ment meted out to them by our beloved officres at the 
Customs and also the othe!'s who are in authority, I 
mean the people who deal with the appeals of these peo-
ple-is very b3d and pitiable. 

9.37. When asked to state as to what action had been taken to 
revamp the image and streamline the function:ng of the Cmtoms 
and Central Excise Officer!! with a view to avoiding corrupt prac-
tices on the part of officers. the Ministry of Finance have stated 
that there are adequate arrangements for supervisory and other 
control in the 01lstoms examination hall;, at ti'le international air-
ports. At Bombay and Delhi apart from the fact that Airport 
Superintendents (Gazetted officer) and Assistant Collectors are 
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posted round the clock, there is an Additional Collector of Cus-
toms also posted to ensure speedy clearance and avoidance of 
difficulties to the passengers. There are also instructions that 
when for any reason passenger clearance is delayed, passengers 
should be served refreshments. 

9.38. Ministry ha~e stated it was not correct that labour class 
and nilddle class persons who have found employment abroad are 
discriminated against. In the revised baggage rules, the duty-free 
allowances have been enhanced considerably and the provisions in 
the old baggage rules which permitted persons of Indian origin 
normally resident abroad to import goods free of duty as part of 
their baggage only after they had completed the initial sta:y abroad 
for 2 years has been dispensed with. Complaint boxes have been 
placed in the Arrival Halls and all complaints received are Scruti-
nised for taking remedial action wherever necessary. 

9.39. It has further been stated that with effect from 1-1-1979. 
a drive has been launched to clear international passengers expe-
ditiously and with courtesy. In order to ensure that the passengers 
are not harassed or inconvenienced announcements are made over 
the public address system to welcome the passengers' and to guZde 
them in selection of proper channel. Thes announcements also 
inform the passengers that Assistant Collectors are availabale to 
assist them. At each international airport few officers are posted in 
the arrival hall for assisting the passengers in selection of appro-
priate channel and rendering guidance and help to them. At Bom-
bay and Calcutta Airports, AssisTant Collectors are available round 
the clock fn order to supervise the clearance of passengers and to 
ensure that no harassment is caused to them. 

9.40. In order to know the reaction of the passengers regarding 
the system of clearance at the airports, the suggestions that they 
might have for further improvements in the system for clearance 
of passengers, they are being given printed forms to enable them 
to record their impression about the speed and manner of clearance 
and also the sug~estions that thev might have for further improve-
ments in Customs procedures. The forms are capable of being 
folded and mailed as a letter addressed to Minister of State. 
Excise and Customs~ From a large number of such letters received 
after the introduction of drive, it is seen that the travelling public 
have found that the rate of clearance of passengers and the condi-
tions prevailing at the international airports have considerably 
improved. 
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9.41. A Committee of Senior Officers was set up to identify 
.areas, points and modus operandi of corruption and remedial mea-
.sure that could be taken for eradication of eorrupt practices in the 
Customs and Central Excise Departments. The report is being 
processed further. 

9.42. Concerning the allegedly discourteo'Us and rude behaviour 
by the custom officers the Ministry have stated that specific com-
plaints when received are looked into and remedial action taken 
whenever warranted. It has also been stated that instructions have 
been issued to the Airport Officers that regardless of the status, 
,each passenger should be treated with utmost courtesy, politeness 
and complaint of dis-courtesy be looked into by the senior officers. 

9.43. The Committee had received a number of complaints of long 
'4Ie~BYs in the clearance of passengers at the various international 
'ai.ports in India before 'the new 2-channel system was introduced 
w.e.f. 1-1-79. A view was expressed by a Member of Parliament in 
the House that "one feels more offended and distressed when one 
finds that one is treated better abroad.. but when one c,mes back 
to one's own country, one is treated as a criminal and gujJty person 
and put to all kinds of harassment and humiliations." It .had. been 
:suggested that there appears to be no justification for rigprous cus-
tom formalaties at airports and while customs sho.ld b, vigilant 
:about smuggling of contraband, items, it was not necessary' to harass 
-each and every passenger. 

9.44. The Committee have been informed by the Ministry of 
Finance that with effect from 1-1-1979 a two-channel syst.-".. (Green 
Channel for tourists and non-tourists having no dutiable goods to 
lIeclare and Red Channel for others) for Customs clearance in line 
with the practice obtaining in other countries was introduced at the 
international airports ia India. With the introduction of 2-channel 
system the pace of clearance of passengers is reported to have con-
siderably improved. Selecdo.." of passengers for examination of 
their baggages is made on random basis and under the green channel 
percentage selected for examination is normally not more than 2S 
per cent. According to the information furnished by the Ministry 
-during the first two weeks after the introduction of the new. system, 
the average time taken for clearance per passenger has conSiderably 
~ome down. In Bombay the average time which was 1-3 hours per 
lIight during one week before the new system, is stated to h~ve come 
down to 30 minutes during first and second week after the IDtroduc-
tion of 2-channel system. In Delhi the average time came down to 
I-minute (green)' and g..15 minutes (red) per passenger. In Calcutta 

356 LS-ll 
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it had come down to 11 minutes and in Madras 1.20 minutea. The 
figures of average _ time furnished by the Ministry are in respect of 
"per ~ght" for Bombay and "per passenger" for other Airports and 
as such it is difficult to compare the efficiency ratios at these airports. 
The Committee would like to be apprised o_f the average time per 
passenger in respect of all the international airports. 

9.45. It has not been explained by the Ministry as to why the 
average time in clearing passengers at Calcutta is as high as ) 1 
minutes, per passenger when at Delhi it is only 1 minute (Green 
channel). The Committee would like the Centr.al Board to look 
into the matter and improve the situation at Calcutta so as to bring 
it at par with Delhi. 

9.46. The Committee desire that the working of the 2-channel 
system should be kept under constant watch. The Committee would 
suggest that figures of average clearance time per passenger should 
be maintained hi respect of each airports separately and periodi-
cally compared to see where and why the clearance time is compara-
tively high and remedial measures taken to keep the efficiency of 
customs clearance at optimum level. 

9.47. A number of complaints have been made to the Committele 
about the behaviour of customs officers towards the passengers. It 
has been represented that when not-so--amuent looking Indians come 
back to India from abroad, they are treated in a "very bad and piti-
able manner". It has been stated by the Ministry that in order to 
ensure that passengers are not harassed or inconvenienced announce-
ments are made over the public address system to welcome the pas-
sengers and to guide them in selection of proper channel. These 
announcements also inform passengers that Assistant Collectors are 
available in the Customs Hall to assist them. Instructions have also 
been issued that regardless o,f the status of a pa~senger. he should 
be treated with ulmost courtesy politeness and complaint.; of dis-
courtesy be looked into by the Senior officers. In order to know 
reaction of the passengers regarding the system of clearance at air-
ports, passengers are being given printed forms to enable them to 
record their impressions about the speed and manner of clearance 
and also their suggestions that they might have for further improve-
ments in the customs procedure. There are also instructions that 
when for any reason passengers clearance is delayed, passengers 
should be served refreshments. According to the Department there 
are adequate arrangements for supervision and other control in 
Customs examination Hall at the International airpor.ts. The Com-
mittee welcome the instructions issued by the Department to Cus-
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toms Oftlcers to treat the passengers courteously and other arraDg. 
ments reportedly made for the convenience of the passengers. But 
unless these instructions are carried out in letter and spirit aDd UD-
less facilities provided in Customs Hall actually made available to 
the passengers, the image of the customs. which was not very good 
till some time ago, would not improve. The Committee suggest that 
while welcoming the incoming passengers into the Custom. Hall 
over the public address system, passengers should also be informed 
of the salient poin,ts of the baggage rules partieularly CU}toms free 
baggage allowance, and repeatedly informed that in caSe of any 
difficulty they m9.y meet .the Assistant Collector on duty. The' 
Assistant Collector on duty and the Customs Superintendent should, 
on their own also, meet the passengers at random and otler them 
advice and help, if it is needed. 

9.48. The Committee would also suggest that suggestion form 
should be given to every passenger whose baggage i,s opened and 
checkp.d and the passengers advised to send the suggestions forms, 
dUly filed in. directly to the Collector of Customs in charge of the 
Airport by post. The suggestion form should be acknowledged on 
receipt and action taken on the suggestions intimated to the passen· 
gers concerned. 

C. Baggage Rules 

9.41). It wal' stated by one of the members in Lok Sabha during 
the ccurse of discussion on the Customs Tariff (Amendment) 
Bill 

"The Baggage rules must be liberalised. The baggage allow-
ance must be directly proportional to the legal remit-
tances that the passengers have made. When they are 
coming after one year, may be during the past yeart 

they have sent Rs. 20,000 back home, the baggage allow-
ance must be proportional to the legal remittance en-
dorsed by the Ministry or the nationalised banks." 

9.50. Another member during the coux:se of the debate on the 
Customs Tariff (Amendment) Bill. suggested that baggage rules 
should be publicised mort" prominently and more adequatdy· The 
Ministf,!f of State for Finance in reply to the debate stated "I issued 
instructions that wide publicity should be given. Let them be in a 
bookht form and now they are being printea in a booklet form." 

9.5\. Another S'Uggestion made in the Lok Sabha was .th~t the 
baggar.e rules should be attached with air-ti~kets ~r shIp-tIckets 
so that Passengers wi1~ know the baggage rules ImmedIately. 
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9.S~ Another suggestion made to the Committee has been that 
a cory of the current baggage rules must be given free to each 
passen~:er in English and in the case of Indian nationals in any 
other \.ndian language which is the passengers mother tongue. 

9.53 The Ministry in reply have stated that in the revised 
baggag! rules introduced w.e.f. 16 May, 1978, the allowances for 
variow. categories of passengers have been considerably enhanced. 
However, the suggestion to link the baggage allowances of persons 
of Ind\an origin who are resident abroad with the remittances made 
by them has not been found ta be acceptable. 

9.54, In order to give wide publicity to the baggage rules, bro-
clrures explaining the baggage rules in simple language have been 
printed and distributed to the Department of Tourism, Air India 
and M'lnistry of External Affairs to be sent to the Indian Embassies 
abroFd. 

9,55 In another memoranda submitted to the Committee it has 
been stated that: 

0) "Our Embassies and Tourist Offices should be able to 
provide upto-date information on baggage regulations. 
The concerned staff on steamers and also aeroplanes 
should be abfe to assist passengers in m.aking declaration 
etc., and should be fully conversant with the latest 
baggage rules." 

(ii) "Some of the passengers, both incoming and out-going 
may not be in the know of aU the items of contraband 
goods and it has been suggested both in the illtoilrest of 
the passengers as well as the Department that a list ot 
items prohibited entry into the country should be exhi-
bited prominently in Airport lounges and sea-ports. In 
addition, printed leaflets on the subject may be distribo-.Jted 
to the passengers in some foreign countries as j.n Singa-
pore, notice of prohibited article can be displayed at the 
Airports." 

~ iii) "The goods brought in contravention of Baggage Rule" 
should be allowed to be cleared by them on payment of 
duty and prohibitive fine which would not leave any 
scope. for making profiits on such goods." 

9.~fl'. The Ministry in reply have stated that in order to giVe 
pur u .... \ty to the Baggage Rules, brochures, explaining the Baggage 
RU]I~ in simple language have Deen printed and distributed to the 
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Department of Tourism, Air India and Ministry of External Aftair& 
to be sent to Indian Missions abroad. Ministry of External Affairs 
have also been requested to enS'UI'e that these brochures are avail-
able to Indian Missions in larger number. Instructions are being 
issued to put up boards in the arrival and departure Ibunge of the 
airports and sea-ports mentioning broad features of the baggage 
rules and listing out items the import of which is not allowed under 
the baggage rules. As regards the suggestions that the goods im-
ported in contravention of Baggage Rules should be allowed to be 
cleued on payment of duty and prohibitive fine, it has beep pointed 
out that this in fact is the position since in cases where large quantity 
of goods in excess of the admissible allowances are imported, indi-
cating the likelihood of diversion of goods into trade channels, 
prohibitive fines and even penalties are imposed. In suitable cases 
even absolute confiscation is resorted to. 

9.57. During the visit of the Study Group of the Estimates Com-
mittee to the Palam Airport on the 21-12-1978, the Stud), Group 
came to know that the inc~ming tourists did not have any clear 
idea of the baggage clearance rules iTl vosrue in India. The Com-
mittee enquired whether Government had made any study to find 
out whether the incoming and O'Utgoing tourists (Indians and non-
Indians) get information about the tourists baggage (!learance rules 
in vogue in India, before entering or leaving India and what 
arrangements had been made by the Customs Department to disse-
minate information about the customs clearance rules for the bene-
fit of tourists in India and abroad. 

9.58. In reply to the Ministry have stated that though no spe-
cial study has been made in this regard, all necessary steps have 
been taken to keep tourists and other passengers duly informed 
of the baggage clearance rules in vogue in India. Booklets explain-
ing the provisions of the Baggage Rules, Tourists Baggage Rules 
a.nd the Transfer of Residence Rules in simple language have been 
distributed to the Tourist Department for circulation to persons 
intending to visit India. Similarly such booklets nave been dis-
patched to our Embassies and Missions abroad for circulation among 
intending passengers and tourists through the Ministry of External 
Affairs. The Customs Houses have also been asked to furnish 
copies of the Baggage Rules to members of the public on a nominal 
charge. The gist of the regulations are also displayed in the arrival 
halls and Customs Officers have been instructed to render aU 
necessary help and information to passengers. 
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9.59. During their tour to Trivandrum in January. 1979, ihe 
Study Group of Estimates Committee talked to a number of incom-
ing international passengers from Dubai in the Customs Hall. They 
were lold by the passengers that they had no authentic informa-
tion about the baggage rules, old or new. AU that they know was 
from the newspaper reports published from time to time. Neither 
the Indian Mission nor Airlines nor Travel AgenCies gave them 
any information about the baggage al1o~ance. 

9.60. Subsequently on the question of giving a copy of the current 
baggage rules free to each passenger and their translation into 
regional languages, the Member (Customs) during evidence on 3rd 
March, 1979 also stated:-

" ...... suggestion is very good. We have already done some· 
thing on these lines. We have already arranged' with Air 
India and so also with some of the other Airlines that 
these printed rules will be made available to the passen' 
gers when they buy tickets abroad for cOming over tu 
India and it will be made available to them at that time!. 
Then I have also had discussions with the Director-
General of Tourism on this point so that these rules will 
be made available for free distribution. These will be 
available to the intending tourists who come to India. 
These will be translated in the regional" languages and 
for tourists in some of the foreign languages also. With 
regard to this distribution and on a very extensive scale, 
we will do everything that is possible. So far as the im-
plementation part is concerned. we hope that there will 
not be any complain that the passengers were not aware 
of these rules, because this has .already been in the im-
plementation. " 

9.61. The Committee note that in the revised bag~age rules intro-
duced from 16th May, 1978 the baggage allowances for various cate-
gories of passengers have been enhanced. It is stated that in order 
to give wide publicity to the baggage rules, brochures explaining 
these rules in simple language have been printed and sent to the De-
partment of Tourism and Ministry of External Affairs for supply to 
tourists through Tourist Offices in the Indian Embassies abroad. 
During on-the-spot study visits to Delhi and Trivandrum airports, the 
Committee were distressed to find that inspite of these steps reported 
to have been taken, the incoming tourists and passengers had no clear 
idea .}»out the baggage rules in vogue in the country. The Committee 
desire ihat a gist of baggage rules should be made available to the 
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(1) the Indians 80in8 abroad by Airliaes, travel agents ete. when they 
buy air tickets in the country before they leave, and (2) the foreieneral 
tourists by our embassies, Tourist offices and Air India omces abroad. 
If information about baggage rules is not available to . incoming 
passenger well before the commencement of the air journey. the 
passenger is likely to be put to a great inconvenience which can be 
avoided only by a systematic and timely dissemination of information 
in this regard. 

9.62. It is stated that the Department propose to have these rules 
translated in regional languages and some foreign languages. The 
Committee desire that this should be done without loss of time and 
copies of the rules in foreign and regional languages should be made 
available to all those who may express a desire to have them. 

D. Expansion of the International Airports in India and building of 
new terminal buildings at Santacruz, Delhi and Madras Airports 

9.63. The Ministry have stated that after 1975 there has been un-
precedented increase in the passengers traffic as also the increase in 
the import and export of cargo by air, specially "t Santa cruz and 
Palam Airport. While there were 4 lakhs passengers at Santa cruz in 
1975, the number exceeded 6.35 lakhs in 1977. Similarly at Palam, the 
figures had also increased from 2 lakhs to about 5 lakhs. The present 
traffic at Delhi Airport by 1978 end was about 11 lakhs per year and 
this was going to incX'ease @ 12 rer cent annually. 

9.64. It has been stated that:-

"The number of counters that can be pla~ed in the arrival hall 
for examination of the baggage depend on the availability 
of the space. The need for augment:ng the space in the 
Customs enclosures at the various international airports, 
keeping in view the likely increaSe in the passenger traffic, 
during the next few years has been fully appreciated by 
the International Airports Authority of India and they have 
carried out certain modifications in the arrival h:?ll at 
Santa Cruz InteI'national Airport so as to ma'ke 
available some more space for customs. The In-
ternational Airport Authority of India have informed 
that it is not possible to carry out any further modifications 
to the existing terminal buildings at Santa Cruz an~ Palam. 
International Airport Authority have, however, assured 
that in the proposed new International Airport terminal 
complexes at Bombay and New Delhi the Customs require-
ments will be met as far as possible." 
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9.65. J,t has been stated by the International Airports AuthOrity of' 

India that they have prepared feasibility reports for construction 
of Phase-II of the passengers terminal complex at Bombay (Rs. HI.Of 
crores), New International passenger and cargo terminal complex at 
Delhi Airport (Rs. 43.67 crores) and new domestic terminal complex 
at Madras (Rs. 9.17 crores) and these feasibHity reports have been 
submitted to Government in February, March and August, 1978 for 
their approval. These proposals also rrovide for adequate accommo-
dation for Customs Area to cope with the increasing traffi::. 

9.66. The Committee enquired as to when the approval of the Gov-
ernment was Hkely to be accorded to these proposals and what they 
propose to do to avoid serious difficulties in this regard in Mid 80's.. 
In reply the Ministry have stated that keeping in view the existing 
passenger traffic. the space available at existing airport terminals, 
particularly at Bombay and Delhi was totally inadequate. Keeping 
in view the projection of traffic at these airports, during the next few 
years and also the fact that there is not mu::h scope for further exten-
sion or modification of the existing terminal buildings, steps will have 
to be taken to provide add:tional space either by sanctioning the 
construction of new terminal at Bombay and Delhi aiI'pOrt, for wbich 
the feasibility reports have been prepared by 1. A. A. I,. or by consi-
dering other alternative. The construction of the first phase of the 
new terminal complex has been taken in hand by I.A.A.!. As the 
space that will be available in the first phase of the international ter-
minal complex at Bombay, which has been sanctioned will not be 
adequate to meet the requirements of the various agencies concerned 
with the clearance of passengers, the International Airport Authority 
of India are reported to be considering the question of setting up a 
Gulf Terminal in the existing Air Cargo Complex at Bombay Airport 
to provide an additional space of about 80,000 sq. ft. Since the GuH 
Terminal would be in the nature of a temporary arrangement and 
would not provide all the ne~e3sary facilities and amenities which 
should be available at any modern international airport and also keep-
ing in view the likely volume of the traffic during the next few years. 
it appears that sanction of Phase-II. of the Passengers for other inter-
national airports will have to be given ser:ous consideration. 

9.67. Subsequently the Ministry informed the Committee that the 
stage of consideration of the feasibility report in respect of Delhi. 
Bombay and Madras airports :s as follows:-

(i) Bombay Airport (Phase-I): This project was sanctioned in 
1976 at an estimated cost of Rs. 11.00 crores. The revised 
estimates of the project (Rs. 16.79 crores) has been ap.proved 
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by the Public Investment Board in its meeting held on 22Zld 
February, 1979. The facilities are expected to be commis-
sioned by mid 1980. 

(li) Bombay Airport (Phase-II): (Capital cost: 14.89 crores) the 
feasibility report has been circulated to the ap.praising 
agencies in May, 1978. 

(iii) Planning Commission's appraisal report has been received 
in January end. The PIB Memorandum from the Ministry 
of Tourism and Civil Aviation is yet to come. 

(iv) Delhi Airport (Phase-I): Capital cost Rs. 43.67 crores). The 
feasibility report has been circulated in September, 1978, 
Planning Commission Appraisal report has been received 
in January end. PIB Memorandum from the Ministry of 
Tourism and Civil Aviation is yet to be received. 

(v) Madras Airport (Phase-I). (Capital cost Rs. 8.25 crores). 
The feasibility report has been circulated in February 
1979 and is under scrutiny by the appraising agencies. 

9.68. Against an outlay of Rs. 9.65 crores for ] 978-79, an outlay of 
Rs. 16.00 crores has been provided for 1979-80, for IAAI, out of which 
Rs. 10.04 crores are for these International Ter'minal Complexes. 

9.69. On the question of setting up an institutionalis.d body to 
achieve coordination between I.A.A.!., and Customs and the other 
concerned authorities on one forum the Ministry have stated that at 
each of the major international airports, Facilitation Committees 
headed by the Director, International Airport Authority of India had 
been set up. On these Committees, representatives of Customs, Immi-
grations Health and other agencies concerned with the clearance of 
passengers ar'e represented. A High Level Facilitation Committee 
has also been set up under the Chairmanship of Secretary. Minhtry 
of Tourism and Civil Aviation. On this Committee the Department 
of Revenue is represented by Member (Customs). 

9.70. The Committee have been informed that the need for aug-
menting the space in the custom enclosures at the various international 
airports keeping in view the likely increase in the passenger traflic 
during the next few years has been fully appreciated by the Inter-
national Airport Authority of India (,I.A.A.I.) and they have carried 
out certain modifications in the arriving hall at Bombay Intcl'national 
airport so as to make available some more space for Customs. Accord-
ing to .the Authority it is not possible to cury out any further modi-
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fications to the existing terminal building at Bombay and Delhi. The 
International Airport Authority of India have, however, assured that 
in the proposed new international airport terminal complexes at 80m,.... 
bay and New Delhi, the customs requirements will be met as far as 
possible. 

9.71. The lA.A.1. have nrepared feasibility reports for new ter-
minals at Bombay and Delhi airports The construction of the first-
phase of the new .terminal complex at Bombay has been taken in 
hand. Phase-I is expected to be commissioned by mid 1980. The feasi-
bility reports for construction of second-phase have been prepared 
and sent to Government for approval. As the space that will be . 
available in the iUst phase of the international airport terminal com-
plex of Bombay will not be adequate to meet the requirements of 
the various agencies concerned with the clearance of passengers, the 
International Airport Authority of India are reported to the consider-
ing the question of the setting up a Gulf Terminal in the existing 
Air Cargo Complex at Bombay airport to provide an additional space 
of about 80 thousand !"'J. feet. The Gulf Terminal would be in the 
nature of temporary arrangement and would not provide all the 
necessary facilities and amenities which should be available at any 
modern international airport. The Committee desire that the Depart-
ment should ensure that at least basic amenities are provided in .the 
proposed Gulf Terminal. 

9.72. The Committee hope that the construction of first-phase of 
the terminal building would be completed according to the time-
schedule laid down for this purpose to provide some relief to the 
passenger at Bombay Airport. 

9.73. The Committee are informed that feasibility reports for ex-
pansion of Terminal Complexes at Bombay (Phase-II), Delhi (Phase-
I). and Madras (Pase-I) have been under consideration of Govern-
ment since last year. The space available at present at these airport .. , 
particularly at Bombay and Delhi air terminals is reported to be ex-
tremely inadequate and the position is sure to become more acute in 
the future with the growth in traffic which is taking place at fast 
pace. In view of this, the need for expeditious clearance of feasibility 
reports cannot he over emphasizd. The Committee would like Gov-
ernment to take speedy action on the feasibility reports in the interest 
of relieving congestion at the International airports. 

E. Amenities and Facilities to Passengers 
./: 

9.74. The Ministry have stated that the international airports are 
under tbe International Airport Authority of India (IAAI) who 
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are responsible for the facilities to be provided to the passengers. All 
the International Airports in the Country have lounges with seating 
arrangements for passengers waiting to be cleared through cus-
toms. The airports lounges are airconditioned. The basic amenitiel 
such as to~let facilities, cool drinking water have been provided. 
Self-service trollies are also provided to enable the passengers to 
transport their baggage from the conveyor belt to the examination 
counters. Snack bar/canteen facmties are available within the 
enclosure or within easy reach of the passengers. Soft· drinks! 
snacks at government cost are provided by the customs to the 
passengers whose clearances is delayed due to some reasons. 

9.75. Complaint books/suggestion boxes are kept at all the Air-
ports. However, the complaints received from passengers are rare-
lyon account of lack of amenities. 

9.76. The Committee was informed that the collectorates at 
major Customs Houses have been asked to undertake a Survey of 
the existing amenities and facilities at the airports such as effec-
tiveness of air-conditioning plant, availability of soft drinks and 
snacks etc. It has been reported by the collectorates that they have 
conducted such surveys and have taken up the matter with the 
Airports Authority at the respective airports. On being asked to 
furnish copies of each of the surveys undertaken, the Ministry have 
stated that on the basis of the studies regarding the available 
amenities and facilities at the international airports. the concerned. 
Collectors have been taking up the question of providing additional 
facilities and amenities w:th the concerned Directors of the Inter-
national Airport Authority. Reports in regard to such survey car-
ried out by the Custom Houses are being obtained from the con-
cerned Collect6rs and will be submitted to the Committee. Copies 
of the survey had, however. not been furnished to the Committee 
till the flnalisation of the report. 

Provision of Physical Amenities at the International AiIrports. 

9.77. It has been stated that:-

"Airports at Delhi and Bombay were constructed long back 
and are incapable of handling the increased passenger's 
traffic .... In addition lack of physical amenities like de-
fective air-conditioning at Santa Cruz, absence of snack 
bars facilities in the Arrival Hall at Palam. Insumcient 
toilet facilities aggravate the difficulties of the passen-
gers. This department has taken up at the highest level 
that the Ministry of Tourism and Civil Aviation as well 
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as the International Airport Authority of India about 
the inadequacy of space and lack of amenities at the 
international airports." 

9.78. In another memorandum subm:tted to the Committee it 
has been stated that:-

" .... arrangements for receIvmg and placing the baggage of 
passengers for each and quick examination are inade-
quate, and the provision of hand trolleys on which pas-
sengers could place their baggage and move to the coun-
ter for examination is conspicuous by its absence." 

9.79. In' reply the Ministry have stated that about the shortage 
of self trollies, the International Airports Authority was looking 
into the matter so that sufficient number of trollies were provided. 
The Secretary. Ministry of Civil Aviation added during evidence 
that baggage trollies at Bombay were l>eing added in a phased 
manner and at Delhi add~tional trollies will be provided. Elabo-
rating further the Chairman International Airport A'uthority added 
that: 

"About trolley, the position is this. In Bombay the problem 
is about limited space, particularly in view of the gulf 
passengers. They carry 5 to 10 baggages with them. We 
provide 100 trollies in the central area. Their service-
ability has gone down to as low as 50 per cent. We have 
placed orders for another 50 of them· which Will be in:' 
stalled in another six week's time." 

9.80. Asked to state why the trollies were not working to full 
capacity, the witness stated:-

"It is made of steel wheels. It is due to the load on the 
bearing that it breaks down. The load capacity was 
calculated on a load factor ranging between 20 to 30 Kg. 
In Bombay, the load factor ranges from 40 to '80 Kg. 
That is position." 

9.81. Asked to state whether with better experience, the design 
could not be changed, the witness added:-

"'l'hat is being done. The new things which we have ordered 
will take this factor into account. They are in the pro-
cess of being supplied." .. , ..... 
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Within 6 weeks, the position will ease when tlie new types 
which have been ordered arrive there. These ball-bear-
ings and wheel structures are not being made on a large 
scale, as this is not required for any other" seetor. What 
all we see to-day are the types of trottles used at Railway 
Stations." 

9.82. With regard to the working of the Air-conditioning system 
and toilet facilities etc. at Bombay and Delhi Aii-ports, the Secre-
tary, Ministry of Tourism and Civil Aviation, during evidence 
stated:-

"As regards insufficient airconditioning capab!lity at Bom-
bay, an air-conditioning plant of 525 tonne capacity is 
being added to the existing system. This is likely to be 
completed within this year, that is 1979. 

In Delhi, also a plant of similar capacity is to be installed, 
which will be completed by about 1980. 

In regard to insufficient toilet facilities at Bombay, it is pro-
posed to provide additional toilet facilities when the 
existing hall is expanded. 

At Delhi toilets are adequate but are located in front of the 
health and immigration areas. Therefore, it is realised 
that passengers have to back-track the same area to reach 
the toilets. In the extended hall the toilets shall be pro-
vided in the customs area so that the necessity of back-
tracking is done away with. 

Regarding insufficient waiting space for passengers, the posi-
tion is this. At Bombay, the waiting space will be in-
creased. Additional seats will be provided when the 
existing hall is expanded. 

In Delhi also waiting space will be increased in the arrival 
hall." 

9.83. Asked how coordination is maintained between the Customs 
and LA.A.I., the Ministry have stated in their note that Facilitation 
Committees have been set up for consider:nJ:r issues rellting to 
passenger clearance at the major international airports. On these 
Committees various agencies such as the Customs, Immigration, 
Health LA.A.I and the airlines are represented. At the higher 
level coordination between the Customs and the International 
Airp~rt Authority of India is maintained, since Member (Customs) 
is one of the Members of the LA.A.!. Board. 

9.84. On the High Level Facllitation Committee which has been 
set up under the Chairmanship of Secretary, Department of Tourism 
and Civil Aviation, the Customs are represented through Member 
(Customs). 
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9.85. The Committee regret to note that not only space is inade-
quate in the arrival halls at international airports but even some 
basic amenities required by the passengers are also lacking. The 
air-conditioning at Bombay Airport is inadequate. There was absence 
of snack bar facilities in the arrival hall at Palam. Insufficient 
toilet facilities aggravate the difficulties of passengers. It has also 
been complained that the hand trollies in which passengers can move 
their luggage to the counters for examination are not only inadequate 
in number but also defective. The CustOttls should look into the 
number and condition of trollies at each airport without delay and 
ensure that adequate number of trollie .. in fit condition a~e always 
available ,for the use of passengers. 

9.86. The Committee have been informed that collectors at the 
major Customs Houses had been asked to undertake the survey of 
the existing amenit;es and facilities at airports such as effectiveness 
of air-conditioning plants, availability of soft drinks, snack bars, self 
service trollies etc. These survey reports have been received and 
the matter has been taken up with the A;rport Authority at the 
respective airports. The Committee feel that it is the responsibility 
of the Customs Department to ensure that all necessary amenities 
are provided to the incoming passengers in the Customs Hall. The 
Department should p~ovid2 sufficient number of chair I) for the pas-
sengers particuJal'lv for women with infants at points where they 
have to stand in Queues for im"nigration and Customs dearance. The 
Department should also provide adequate number of toilets at the 
appropriate place and make available drinking water in tlle Customs 
Hall-the two basic hcilities needed by passengers after long journey. 

9.87. It shou1d also be ensured that baggage is brought from the 
aircraft to the conveyor belt in the Customs arrival halt as quickly 
as possible. In case of delay in the arrival of bagglge the customs 
officers should immediately get in touch with the representath'es of 
the airlines concerned and sort out the difficulties. 

9.88. 'fhe Committee note that Facilitation Committee have been 
set up for considering issues relating to passenger clearance at the 
International airports. On these Committees, various agencies such 
as Customs, Immigration, Health, Internation111 Airport Authority and 
Airlines are represented. On the high level a Facilitation Commit-
tee has also been set up under the Chairmanship of Secretary, Depart-
ment of Tourism & Civil Aviation with Member (Customs) as one 
of thl" nl embers. The· Committee hope that the Facilitation Com-
mittees at the airporh keep amenWes provided and required at the 
airport 11 nder careful watch and ensure that the basic needs of the 
passen ••. ~s are met in full measures. 



CHAPTER X 

LAND AND SEA CUSTOMS 

10.1. India h3b internationalla-nd frontiers with Pakistan, Bangla-
desh, Nepal aud Burma. With a view to facilitate the movement of 
the goods as well as the passengers by road or by rail or by riverine 
routes, certain places have been decla,red as the land customs stations 
th'I'ough which such movement can take place. 

A. Working of Land Customs Station 011 the Indo-Bangladesh 
Border. 

10.2. The land customs stations on the Indo-Bangladesh border 
fall in the jurisdiction of two Collectors namely. Collector of Central 
Excise, West Bengal, Calcutta and Collector of Central Excise, Shil-
long. There are in all 51 notified land customs stations on the Indo-
Bangladesh border of which 22 are on West Bengal-Bangladesh bor-
der in the jurisdiction of Collector of Customs and Central Excise 
West Bengal, Calcutta and 29 on Assam-Banghdesh border in the 
jurisdiction ef Collector of Customs and Central Excise, Shillong. 
Out of 22, 10 units are defunct and there is neither any passenger 
tTaffic or any movement of goods through these land customs stations 
since a long time. The total number of functioning land customs 
stations is only 12. Though the rail link between India and Bangla-
desh through the customs stations at Radhikaput', Gitaldih. Gede 
etc. is existing, movement of passenger traffic by rail has 
not yet been opened. The rail movement is confined only to 
goods traffic. Different rail routes from Calcutta to Bangaladesh 
and vioe versa are also being used for carrying ca,rgo traffic only. 
Continu'lus movement of the passenger traffi~ by road through the 
Land Customs stations is facilitated. The p.,,"senger traffic in either 
direction consist& mainly of Indian and Bangaladesh natolonals. 

10.3. The average time taken to inspect the passengers baggage 
is about 20 minutes to half an hour. 13,500 passengers aTe cleared 
per month through Customs stations under the West Bengal Collecto-
rate. The major protion of the passengers (average 350 per day) is 
cleared through one station only viz. Petrapole Road unde-r the 
charge of Collector of Central Excise (West Bengal). Calcutt!). It has 
been stated that considering the traffic movement through the Land 
Customs Stations on Indo-Bangladesh border, the staff [8 working at 
optimum efficiency. 
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B. Working of Land Customs Stations on Indo-Nepal Border 

10.4. It has been stated that unlike Indo-Bangladesh or Indo-
Pakistan there is open border with Nepal. The movement of pas-
sengers between India and Nepal does not require any Visa or Pass-
port. At present, there are 21 land customs stations notified on the 
Indo-Nepal border for purposes of mutual trade between the two 
countries. These routes have b~en agreed to in the Treaty of Trade 
entered into between the HMG of Nepal and the Government of 
India which came into effect from 25-3-1978. 

10.5. The 21 Land Customs stations have been notified for clear-
ance of goods:-

(a) which are imported into India from Nepal or exported 
from India to Nepal and which are:-

(i) liable to duties of customs or cess; or 

(U) subject to import restriction or export restrictions as the 
case may be; 

(b) which are expo'l'ted from India to Nepal and which are 
entitled to rebate of duties of customs and duties of excise. 

10.6. Out cf the 21 land customs stations, two land customs sta-
tions fall under the jurisdiction of the Collector of Central Excise, 
West Bengal. Calcutta and the remaining under the jurisdiction of 
Collector of Customs (Preventive), Patna, Certain categories of 
Nepalese goods have been exempted from customs duties subject to 
the fulfilment of the conditions. 

10.7. There is free movement of passengers between the two coun-
tries. Ne:ther visa nor passport is required. However, the Baggage 
Rules of 1978 and the Tourist Baggage Rules 1978 do not apply to 
Indians returning from Nepal and Tourists of Nepalese oI'igin coming 
from Nepal. ImpOTt of third country goods as baggage is prohibited. 
However, passengers com;ng from Pokhra or Kathmandu by land 
are allowed to bring third country goods which can be considered as 
ordinary items of baggage upto Rs. 200/- in value on payment of duty 
only. The average time taken in checking the passengers baggage 
is about 10 to 15 minutes. 
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C. Working of Land Customs Stations on Indo-Burma Border 

10.S. Two Land Customs Stations are notified on the Indo-Burma 
Border. There is, however, no movement of passengers and goods 

"traffic. 

10.9. With rega'l'd to provision of facilities to passengers, it was 
stated that "the arrangements at some Land Custom Stations on 
Indo-Bangladesh border and Indo-Nepal border, are not satisfactory". 
When asked as to what steps the Government have taken or propose 
to take to provide adequate facilities to passengers at Indo-Bangla-
desh bO'l'der and Indo-Nepal border, the Ministry have stated that 
the existing facilities at some of the Land Customs Stations on the 
Indo-Nepal and Indo-Bangladesh borders may not be cODsidered to 
be quite adequate. This is primarily because suitable bu:ldings hav-
ing adequate provision of facilities to the passen,gers near the border 
ate not available. However, as far as the Indo-Nepal border !s concern-
ed, land has already been acquired by the Department at some of 
the Land Customs Stations for construction of suitable buildings and 
due regard is being given to passenger amenities in the building plans. 

10.10. So far as the Indo-B&ngladesh border is concerned, a majt)r 
portion of the passenger traffic passes through the Petrepol Land 
Customs Statien. The Ministry of Home Affairs, Government of 
India, have already taken suitable steps through the Government of 
West Bengal for construction of a composite building at the Petrapol 
Land Customs Station which would house all concerned agencies 
such as Imm'gration and Customs with adequate provision for re-
quired passenger amenities. 

10.11. Elaborating the position, regarding the Indo-Bangladesh 
Border, the rp.preFentative of the Cent'l'al Board of Excise and Cus-
toms stated during evidence:-

"With regard to the Indo-Bangladesh border, there are 15 land 
customs stations. but many of them are actually dormant. 
The important station on this bO'l'der is Petropol. There, 
we have provIded certain basic amenities for the staft; we 
have got certain quarters built and we h&ve gazetted offi~ 
cers posted there. The total number of passengers that 
get deared through Petropol every year is 1.1lakh." 

:10:12. The witness added that:-
-"At Dawki. Assam, the position is not bad, in Tripura also the 

position is not that bad as at some other stations. At 
[ Petropol, there are 270 passengers a day. It is not as if a 
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train load or a bus load comes. Tbey ke~p on com1ng at 
an average kind of flow from 6 a.m. to 6 p.m. There is no 
hold-up really as such, although we very much wish that 
we could provide them better facilities ........ The need 
for additions facilities is certainly there." 

10.13. About the Indo-Nepal border, the witness stated:-

"We do not have pruper buildings, proper examination centres. 
We do not have been adequate number of houses for staff. 
we cannot call it even an examination hall for the pas-
sengers; sometimes they are just open spaces. There is 
certainly room for improvement and we will certainly 
devote attent:on to this question." 

D. Workin, of land customs stations at Indo-Pakistan Border 

10.14. On the Indo-Pakistan frontier, only three land customs 
stations are functioning, namely, Attari, Attari Railway Station and 
Amritsar Railway Station. As far as Attari land customs station is 
concerned, the clearance of passengers by road as well as import of 
few commodities by road are handled. such goods being fresh and 
dry fruits from Afghanistan. 

10.15. Two types of passengers are cleared through this land cus-
toms station, namely, international passengers and passengers from 
Pakistan coming to India or vi~e-versa, known as Indo-Pak passen-
gers. The baggage of passengers to and from Pakistan is cleared 
under the Indo-Pak Baggage Rules, 1955, which were agreed to on 
reciprocal basis between India and Pakistan. The international 
passengers are cleared under the Tourist Baggage Rules 1978. A 
chart showing the extent of passengers traffic both incoming as well 
as outgoing is given below:-

.-----. -------
OUT GOING IN COMING 

Year 
Tourist Indo-Pak Total Vehkles Tourist Indo-Pak Total Vehicles 

imported under 
carnet depassage •.. _----

1975 119161 106112 39783 1815 33789 12317 46106 221 3 

1976 119033 17918 46951 11186 33132 16564 49696 11819 

1977 1159611 101194 361156 1697 31184 7887 3907' 124113 
.---. 

10.16. The land customs station at Attari Railway Station handles 
only passenger traffic by rail. The ra:l link between India and Pakis-
tan which had been snapped after 1965 Indo-Pak conflict was re-
established in July, 1976. Though the incoming passengers are cleared' 
at Attari railway station, they come to Amritsar railway station by: 
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the same train for further destinations in India. Similarly. though 
the passengers proceeding to Pakistan are cleared at Attari railway 
station. they have to embark at Amtitsar Railway Station. This 
causes inconvenien:e and hardship both to the passengers as well 
as staff of various concerned departments and the matter has been 
taken up. with the Ministry of Home Affairs and Ministry of External 
Affairs fot shifting the clearance facilities from Attari Railway station 
to Amritsar Railway Station. The position indicat!ng the passengers 
traffic through Attari Railway Station is shown below:-

Year 

------- --------------
OUT GOING 

Indo-Pair. Tourist 
Pasaenger 

IN COMING 

Total Indo-Pair. Tourist 
Passenger 

3,510 13.210 14,732 

43,379 11,179 54,558 ~ 39,6511 

Total 

50(.,011' 

----_.------------------ ------- -----------
10.17. Cargo traffic between India and Pakistan is presently mov-

ing only by rail. Customs clearan-:e fac:lities in respect of the import 
and export cargo from and to Pakistan are provided at Amritsar 
Station. After examination of the export cargo at AmI'itsar, the-
wagons are sealed and the seals are checked by Customs Officers 
at Attari Railway Station before the wagons move to Pakistan. 

10.18. Average time taken for the clearance of passengers by road 
is about half an hour. This is because a large number of such pas-
sengers are tourists coming by their private cats and documents and' 
details of the cars have to be checked,' As regards passengers by rail. 
all the passengers ate cleared within the time of the Scheduled halt: 
of the train at Attari Railway Station which :s about two hours. 

10.19. It has been stated that one of the irritants in the clearance-
of the passengers on the Indo-Pak border is the application of Lodo-
Pak Baggage Rules which were agteed to on a re~iprocal basis bet-
ween India and Pakistan as early as 1955. A rev:ew of these rules 
is under consideration in consultation with the Ministry of External' 
Mairs and the Government of Pakistan. The revision of baggage' 
rules will go a long way in mlnimising the difficulties faced by the-
Indo-Pak passengets. 
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. Land Customs at Indo-Pakistan Bcrrder, Attari 

10.20. In June, 1978 a Study Group of the Estimates Committee 
visited the Attari Railway Station when Lahore-bound train had just 
arrived. It was noticed by the Study Group. that the passengers were 
getting down with theIr bag and baggage for customs immigration 
dearance for which the train halts there for over 2 hours. A passen-
ger perforce had to wait for about 2 to 21 hours il'respe::tive of the 
fact whether he goes through the customs and emigration formalities 
first or last. The passengers then carried their luggage with or 
without the help of the porters who charge high rates to the customs 
counter's situated at the other end of the platform. After clearance 
,they re-Ioaded their luggage in the train. The whole process took 
ever 2 hours. l,t was felt by the Study Group that the existing arran-
gements was not only time consuming but also caused great hard-
.ship both physical as well as financial to a large number of passen-
gers. 

10.21. The Attari Railway Station was partially covered with 
shed which was too high to give adequate protection against strong 
wind or rain. There was also no lounge where an intending immi-
grant whose papers might be found incomplete or defective on exam i-

"nation could be kept till his return by train the next day. At present 
such persons were reportedly kept waiting on .the open platform. 

'10.22. The Study Group also noticed that:-

. (i) Tourists and other people crossing the Indo-Pak border 
(not in their own vehlcles) have to walk nearly 200 yards 
vlrith their baggage to reach the check post. Even if 'M"_ 
ters Eire available for carrying the luggage it is highly 
irlconvenient to them esp~cially in hot weather and rainy 
season; 

-(ti) The building in which the customs check post is housed is 
out-moded. Customs counter::! are of old design and hinder 
prompt examination and smo(jth movement of luggage. 
The existing customs complex was built long time ago 
when the international border was closer. Since the shift-
ing away of the border there was Iteed to shift the present 
customs complex near the present border to avoid incon-
venience to the tourists and other immigrants. 

10.23. The Study Group also felt that the Irrlmigration and Cus-
. 'toms Check P06ts could be shifted from Attari Railway Station to 
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Amritsar as was the case in the past. They felt that .pendingshiftinC 
of the Customs and other check posts to Amritsar, the following 
arrangements could provide relief to passengers to some extent:-

(i) The train may halt in front of the customs eounters (at 
present the train halts away from the Counter!» where the 
passengers may unload their luggage and the' train may 
thereafter be shunted away as at present. 

(ii) After the passengers get customs clearance and go· 
through immigation formalities the train may be blought 
back m front of the customs counters and passehgers-
allowed to re-Ioad their luggage and board the train. 

10.24. The aforesaid observations were comnu.micated· to the 
Ministry of Finance, in July 1978. 

The Cc.lmmittee were informed that these suggestions would be-
examined. The Committee were not informed of the outcome of the 
examination. 

10.25. Asked to state the remedial action taken by the Ministry 
in the matter, the Ministry have stated that the clearance of passen-
gers by rail to and from Pakistan at the Attari Railway Station no-
doubt involves some inconvenience to the passengers. While every' 
efforts is made to provide expeditious customs clearance, the passen-
gers in either direction have to get down for clearance and the after 
to re-board the train. In regard to the outgoing passengers, an· 
attempt was made to carry out the baggage check in the train itself 
on an experimental bassis for a day. This had to be given up because 
of various practical difficulties. The best course appears to be to-
have the clearance arrangements at the Amritsar Railway Statio~ 
instead of at Attari. The views of the Ministry of Home Affairs til 
this matter are still awaited. The Ministry of External Affairs. 
however, propose to discuss this matter in an inter-ministerial meet-
ing when this Department would press for shifting the arrangements 
to the Amritsar Railway Station. 

1026. The Ministry of Finance subsequently also informed the-
Committee that the Ministry of External Affairs have no objection' 
to the shirting of the clearance facilities from Attari Railway Statiaor 
to Amritsar Railway Station. 
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10.27. Explaining the position about Indo-Pakistan border, the 
ftpresentative of the Central Board of Excise and Customs stated 
.during evidence:-

"So far as Attari is concerned I would like to say that this is 
the best land customs station in India. The study team 
has expressed dissatisfaction with regard to the arrange-
ment. Valuable suggestion has been received from them. 

There are no other special problems except what the study 
team has poi,nted out . 

. One is the distance that the passengers have to walk. That is 
200 meters. They h~ve to carry bags. For this the pro-
posal is at an advanced stage for building a new composite 
building, where the customs, and other agencies could be 
put together. But still there will be 50 meters that will 
have to walk. The distance between the two gates is 30 
to 40 meters ..... . 

With regard to rail traffic the difficulty arose because there is 
one up train and one down train. All the passengers 
clearance has to be concentrated within the time available. 
The study team has made a useful suggestion-from the 
outgoing trains the passengers baggage need not be off-
loaded and examination should be done in the train. This 
iii a very good suggestion. 

10.28. With rcogard to the suggestion that the train could be stop-
.ped in front of the customs counter the witness added:-

"Immigration authorities have their own records which are 
very secret. They are kept behind their desks, to see 
whether the person is on their list or not, those records 
they cannot carry into the train. 

Once the baggage is unloaded in front of the Customs counter, 
the immigration counters are at a distance. The passen-
gers would insist on carrying their baggage to the immi-
gration counter along with them and keep the baggage 
with them. But this problem will be solved if it is shifted 
to Amritsar. 

10.29. About the height of the shed, the witness stated further:-

"If it is shifted to Amrltsar, then lowering the shed would be 
unnecessary. I know that on that day the Committee 
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visited the area, it was so windy. But it is true, that there 
is no protection at all. It is far· too high." 

10.30. During the course of evidence before the Committee, the 
Director General (Tourism) referred to lack of proper waiting 
facilities, air-conditioning, drinking water, snack bar etc., at entry 
points by roads and stated that they were ,required much more at 
important points, one of which was Attari, on the Indo-Pak border. 

10.31. The Ministry in their replies have stated that the Land 
Customs at Attari (Road) was established in the year 1951. The 
existing arrangements at the checkpost at Attari have not been found, 
to be quite adequate. The Ministry of Home Affairs who had carried 
out a spot study have brought out several deficiencies such as lack 
of waiting and rest rooms, toilets refreshments etc. They have also 
pointed out that the distance to be covered on foot from the border 
to the exist point is also long. The need for construction of a regular 
building so as to house all the clearing agencies with adequate pro-
vision of amenities to the passengers has been emphasised by the 
Ministry of Home Affairs. The question of construction of a compo-
site regular building to house all agencies such as Immigration, 
Customs and Health etc. has been examined by the Ministry of Home 
Affairs who propose to entrust the construction of this building to 
the Public Works Department of the Government of Punjab, after a 
final decision is taken in this regard in a meeting which they propose 
to take shortly. 

to.32. The Committee note that in order to regulate movement of 
. goods as well as passengers on the international frontiers with 

Bangaladesh, Nepal, Burma and Pakistan, 51 land customs stations 
have been set up on the Indo-Bangaladesh border, 21 on the Indo-
Nepal Border, 2 on the Indo-Burma borde!; and 3 on the Indo-Pakis-
tan border. . .. 

10.33. The Committee have been informed by the Ministry in the 
written replies fumished by them as well as in their evidence that 
al'T"lngements and facilities at some of the Land Customs Stations on 
Indo-Nepal and Indo-Bangaladesh borders are not adequate. This is 
stated to be primarily because suitable buildings having adequate 
provision of facilities to the passengers near the border are not avail-
able. As far as the Indo-Nepal border Is concerned, land has al-
rea,dy been acquired by the Department at some of the Land Cus-
toms Stations for construction of suitable buildings and due regard 

, is being given to passenger amenities in the building plans. So far 
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as the Indo-Bengladesh horder is conce1'lDed, a major portion of the 
passenger traffic passes through Petrapol Land Customs Stations. 
The Ministry of Home Affairs have already taken suitable steps 
through the Government of West Bengal for construction of a com-
posite building at the Petrapol Land Customs Station, which would 
house all concerned agencies such as Immigration and Customs with 
adequate provision for required passenger amenities. The Com-
mittee hope that Government will take n~essary steps for con-
structing suitable building with adequate facilities for passengers at 
the Indo-Nepal border and at Petrapol on Indo-Bangladesh border 
as quickly as possible, so as to provide reasonable facilities and 
amenWes to international passengers crossing the borders as well as 
to the staff post~d there on duty. 

10.34. The Committee note that at the Attari Railway Station. the 
train ha~ts for about two hours to enable passengers to get down 
with their bag and baggage for customs and immigration clearance 
The passengers have to wait there perforce for about 2 to 2-! hours 
irrespective of the fact whether the passenger goes through tile cus-
toms, immigration and hea"th authorities. These arrangements the 
gration clearance the passengers carry their luggage with or without 
the help of porters, who charge high rates for taking the luggal{e> to 
the Customs counters situated at the other end of the p!atfonn. 
After customs clearance, the passengers reload their luggage in the 
train and the entil'le process takes over 2 hours. The Committee 
have studied on the spot the existing arrangement at the Attari RaiJ-
why Station for clearance of passengers and their baggage by cus-
toms, immigration and health authorities, These arrangements the 
Committee regret to say are wholly unsatisfactory and inadequate. 
The procedures are time-consuming and cause great hardship, phy-
sical as well as financial, to the large number of passengers. The 
solutio)). to the passenger:s' proh~ems lies in shifting the immigration 
and cudoms check posts from Attari Railway Station to Amrit!lar 
Railway Station as was the case in the past. 

to.35. But pending shifting of the customs and other check posts 
to Amritsar, the Study Group of the Committee, had after an on-o.-
spot study of the problem'!! and discussions with knowledgeable p .. -
sons, made certain suggestions to the Ministry in July. 1978 to re-ad-
just the positioning of the train at the platform and customs and 
immigratlon checks to mitigate the hardships of passengers. The 
Ministry had stated that the sugltestions were being examined. But 
the Committee regret that they have not been infonned of the out-
come of the examination of the suggestions. The Committee urge' 
that the arrangements suggested by them. may be tried on _ experi-
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mental basis immediately improvements where -necessary made ia 
the light of passengers reactions, and the Committee apprised of the--
results within 3 months. 

10.38. The Committee have noted and the Ministry have also-
admitted that the Attari Railway Station is only pariia!ly covered 
with shed, which is too high to give adequate protection against 
strong wind or rain. There is no holding lounge where an intending 
immigrant whose papers might be found incom"lete or defective 
on examination could be kept till his return by train the next day. 
At present such persons are reported!y kept waiting on the open 
platform. The Committee strongly feel that pending the shifting of 
checkpost from Attari Station to Amritsar Station some stop'1{ap 
arrangements should be made to provide reasonable protection to 
passengers against the vagaries of weather imd to make the condi-
tions at the platform reasonably tolerable. 

10.37. The Committee feel that as has been done at Airports, tbe 
Customs authorities should in consultations with Railway authorities 
alTange to provide trolleys at the Attari Railway Station to enable 
the passengeR to carry their laggage to customs counters and bring 
it back to the train after customs clearance, without being depend-
ent on the porters. .. 

10.38. With regard to the shifting of the clearance facilities from 
Attari Railway Station to Amritsar Railway Station, the Committee 
note that the Ministry of External Affairs have no objection to its 
shifting to Amritsar, but the Ministry of Home Aftairs have not yet 
given their concurrence. The Committee are of the view that the 
location of customs check post at Attari Railway Station, where the 
arrangements to handle the international traffic are utterly inade-
quate is a very unsatisfactory arrangement. The Committee feel 
that for the convenience of international passengers, t.he Immi~ra­
tion' and Customs Check Posts should be shifted from Attari Railway 
Station to Amritsar station after making suitable safeguards against 
smuggling and other unlawful activities. The Committee would 
like the Government to take an early decision in the matter. 

10.39. The Committee feel that the existing arrangements at tbe 
Customs checkposts at Attari border are not at all satisfactory. The 
checkpost is housed in a building which is outmoded and deficient in 
modern facilities. Tourists are put to great inconvenience in cover-
ing a di§tanee of about 200 metres between the ebeekpost and the 
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.border, particularly in hot weather or rainy season. The need for 
-4:onsn:uetio? of a regular bu~~ina so as to house all the eleariug 
.agenCIes with adequate proVIsIon of amenities to the passengers has 
heen recognised and the Ministry of Home Aftairs it is stated are 
examining a proposal to construct a com~osite building there. 

10.40. When the inadequacy of arrangements at the Attari Cus-
toms checkpost has been admitted by Government and the difficul-
ties faced by tourists are too well known, there should be no reason 
-to delay the finalisation of the proposal to construct a new building 
and provide much needed relief to the tourists. The Committee 
would urge the Government to take an immediate deciSion in the 
matter and implement it speedily. The Committee would like the 

'Govemment to make sture that the proposed building would not only 
meet the immediate needs of the tourists and customs, immigration 
and health authorities but will also have adequate scope for expan-
sion of facilities to cope with the growing international traffic across 
this border. 

E. Warehousing facilities at Sea Ports 

10.41. Under section 61 of the Customs Act, 1962 imported gooda 
may be kept in a private or public bonded warehouses without pay-
ment of Customs duty for a period of three years if they are non-
consumable stores meant for ships and aircrafts and for one year in 
other case. The period of warehousing is, however, extendable, on 
sufficient cause being shown. Likewise the period can be reduced 
also where the goods are likely to deteriorate, besides the other 
'terms laid down in Chapter IX of, the Customs Act, 1962. 

10.42. The Ministry have further stated that if the warehoused 
goods are not cleared within the period upto which the goods are 
allowed warehousing, the proper officer may demand the full amount 
of duty chargeable on accO'Unt of such goods together with all the 
penalties, rent, interest and other charges payable in respect of such 
goods. If the owner of the goods fails to pay any amount demand-
ed the proper officer may, without prejudice to any other remedy, 
detain and sell after notice to the owner, such portion of goods in 
the warehouse as he deems fit. If the sale proceeds realised are 
less than the duty and other charges demanded the department 
may enforce the bond executed by the bonder at the time of ware-
housing to realise the balance amount. 

10.43. It has been brought to the notice of the Committee that:-
" •... the facility -of warehousing without duty payment pro-

vided under section 61 is not normally available to A.U. 
assessees inspite of their agreeing to furnish a Bond for. 
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the duty and agreeing for payment of warehousing cliarges. 
In addition. the goods are in possession of the Customs 
Department. This situation arises because of:-

(i) the discretion enjoyed by custom authorities in deter.. 
mining the nature of goods to be stored i.e. whethel. 
they are consumable or otherwise; and 

(ii) general disinclination to defer duty collection." 

10.44. It has been suggested in another memorandum to the Com-
fllittee that "bonding period should be less. It should not exceed 
1 year at the maximum." 

• 10.45. On the question of providing warehO'llsing facilities, a non-
official witness during evidence stated:-

"So far we have not seen whether this matter has been dis-
cussed in the Advisory Council. but in the odd cases, we 
have taken it up with the officials. Otherwise, it has been 
mentioned that it will be looked into. But the difficulty 
is where warehousing facilities are not available to im-
porters, there is an escalation of finanCing costs. It has 
its own element of cost. If facilities are there in the 
statute book, we submit that they should not be with-
drawn. If they are not adequate, there must be an ap-
proach towards expanding them and increasing them. The 
attitude should not be that we shO'llld not have them'" 

The witness further stated:-

"I will give an example why it is very difficult to pay duty on 
all that we have imported at one time. There is a thin, 
which we use in summer. But we import during wintff 
because we do not wish to run the risk of there being a 
strike or delay due to some other causes in the arrival of 
the goods. If a season is lost, it is lost for good. Import 
is made. Duty is some-times 100 per cent to 200 per cent. 
If the goods have to be cleared at one time-almost 
Rs. 20 to 30 lakhs are blocked. So 150 to 200 pieces are 
taken at one time. We do so as if we are manufacturing by 
and by. We enS'Ure their availability. That is actually 
the purpose for which Section 61 was put. This point has 
been discussed in the Central EXCise meetings earlier and 
most of the time the Government has answered that they 
just do not have the facilities." 

. --
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10.47. The Ministry have stated that warehousing facilities may 
be utilised, subject to the provisions of Chapter IX of the Customs 
Act, 1962, by any importer whether an actual user or not. These 
facilities are provided liberally in the ports. However, due to con-
gestion in the ports if the warehousing facility is not readily avail-
able there, sometimes the request of the importer for warehousing 
the goods at places in inland areas is also considered subject to the 
availability of Customs expertise at such places. 

10.48. In this regard the Ministry have further stated that no 
such difficulty has been brought by the Trade to their notice hitherto 
before. Facilities should be available to the Trade subject to the 
provisions of Chapter IX of the Customs Act, 1962. 

10.49. On the question of reducing the bonding period, the 
Ministry have stated that the warehousing period for imported 
goods, under the erstwhile Section 61 of the Customs Act, 1962, was 
three years. This period has, by virtue of an amendment to section 
61, by the Customs, Central Excise and Salt and Central Board of 
Revenue (Amendment) Act, 1978 (No. 25 of 1978), been only recent-
ly reduced to one year in the case of all goods, except non-consum-
able stores in respect of which the period of warehousing is three 
years. It has been stated that it would be too early to review the 
position in this regard. 

10.50. In another memorandum it has been stated that:-

"Section 49 is in prgctice, inoperative as the existing bonded 
warehouses within the Port Trust area are already full. 
Though recently Central Warehousing Corporation has 
made bonded space available, their terms and conditions 
are difficult to comply with. It is suggested that Trade 
Associations and forwarding agents be permitted to set 
up public bonded warehouses outside the Port Trust 
area." 

10.51. The Ministry have stated that accommodation in Port 
Trust WarehO'ilses at Bombay has, sometimes, been reported as not 
being available. Trade, therefore, rightly feels certain difficulties 
in the matter. Bombay Port Trust should make increased space 
ava:lable. Central Warehousing Corporation can also make the 
facilities available. If their terms are not suitable, these could be 
sotted out if the Trade discusses these with the concerned officials. 
of the Corporation. I 



18 I 

10.52. Asked to state whether the Customs Department have 
'taken up the matter of providing more space and accommodation 
with the Bombay and other Port Trusts in the country and the Cen-
tral Warehousing Corporation, ..... the Ministry have stated that 
Collectors of Customs at Calcutta, Bombay, Madras and Cochin 
have already been instructed to take up the matter with the respec-
tive Port-Trusts for expansion of the warehousing facilities if such 
facilities available with them are not adequate. They have also beeD 
asked to examine the alternative of appointing suitable public ware-
houses having regard to the need for such facility. 

10.53. Elaborating the position further, the representative of the 
,Central Board of Excise and Customs stated during evidence:-

"1 have got information from Calcutta, Madras and Bombay 
only a few days ago. They say that the accommodation 
and space available in the bonded warehouses of the Port 
Trust is quite adequate and in fact some empty space 
available." 

10.54. He, however, added that:-

"We have received some complaints from the trade O'Urselves 
where they had said that the space available with the Port 
Trust and the Central Warehousing Corporation is nut 
adequate and some warehouses should be licensed." 

10.55. The witness further added that "in prinCiple we have no 
ob~ection at all" to provide more space and accommodation. 

10.56. A Public Sector Undertaking in their memorandum stated 
tbat:-

"The Calcutta Customs House do not allow warehousing of 
material under section 49 of the Customs Act. 1962 before 
payment of duty. They should allow this facility and 
also permit warehousing facilities under Sections 59-flO 
without the bill of entry getting classified. This will help 
to reduce actual or part rent as well as possibility of 
pilferage." 

10.57. The Ministry have stated that the Collector of Customs, 
. Calcutta, has reported that the Customs House records indicate that 
requests from Public undertakings for depositing the goods in w~re· 
house under Section 49 of the Customs Act, 1962, without payment ()f 
duty have been acceded to. As goods deposited in a warehouse 

''-Illder provisions of Section 49 of the Customs Act, 1962, are not 
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deemed to be "Warehouse goods", provisions of Chapter IX of the 
Customs Act, 1962, rebt:ng to Warehousing will not be applicable to 
such goods. Accordingly, adequate security towards rec~ery (11 
Customs duty before any goods are permitted to be deposited in •. 
warehouse in terms of section 49 is not available to the Customs 
Department. In view of this, the Custom Houses have necessarily 
to obtain either a bank guarantee or a ctuty deposit to cover the 
Customs duty involved before allOWing any goods to be deposited in 
terms of Section 49. So far as the provisions relating to wareho.l&-· 
ing of the dutiable goods under Section 59 and &a are concerned a 
bond for twice the amount of duty is to be taken before the goods 
can be warehoused. Hence, the goods have to be assessed and 
classified. 

10.58. Asked why so many conditions were being imposed, the 
representative of the Central Board of Excise and Customs stated 
during evidence:-

"I must confess there is some confusion here. I personally, 
feel that the duty should not be asked for, but some col-
lectors feel it should be asked for. So, I would seek some 
more time." 

10.59. The Committee note that warehousing facilities are avail-
able to importcn for keeping goods in a private or public bonded 
warehouses without payment of customs duty fnr a period of three 
years if they arc non-consumable stores meant for ships and aircraft 
and for one year in other cases. The period of warehousing is ex-
tendable on &ufficient cause being shown; the period is also reduced 
where the goods are likely to deteriorate .. If the goods are not clear-
ed within the period upto which goods are allowed warehousing; 
they are liable t'l full duty together with all the penalties, rent, 
interest, and other charges payable in respect of such goods. 

10.60. The Committee have been infor:med that warehousing 
facilities available at ports are not adequate. The Ministry have· 
admitted that accommodation in Port Trust Warehouses at Bombay 
has not been available at times and the trade therefore rightly feels· 
certain difficulties in the matter. 

10.fil. The Ministry have informed that Collectors of Customs at 
Calcutta, Bombay, Madras and Cochin have already been instructed 
to takp. up the Inatter with the respective Port Trusts for expansiolt 
of the warehousing faci:ities if such facilities available with them-
are not adequate. The Committee recommend that a comprehensive-
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assessment of the warehousing accommodation available at the ports. 
and the accommodation required to store imported goods now and in 
the future may be made by the Central Board and the question of 
expansion of storage facilities in Port Trust Warehouses and of 
appointing other suitable warehouses examined in consultation with 
the authorities concerned with a view to solving the storage difficul-
ties of nnporters. The Committee also suggest that the facility of 
warehousing th~ goods at places in inland areas which is permitted 
under the Rule" should be given wide publicity and granted liberally 
subject to usual safeguards to meet the storage needs of importers. 
The Committee would like to he informed of the outcome of the 
assessment madt' and arrangements made or proposed to be made to 
cope with the situation. 

10.62. A public sector undertaking has brought to the notice of 
the Committee that Calcutta Customs House is ~ot allowing facili-
ties of warehousing of materials under Section 49 of the Act, before 
payment of duty. The Ministry have stated that goods deposited in 
n warehouse under provisions of Section 49 of the Act are not deemed 
to be ''Warehouse goods" and as such the Customs Houses have nece.!I-
sarily to obtain a bank guarantee or a duty deposit to ('over 
the Customs duty involved before allowing any goods to be deposited 
in terms of Section 49 of the Act. The representative of the Ministry 
of Finance admitted during evidence that "there is some confusion 
here. In his opinion the duty should not be asked, but some collectors 
feel it should be asked for". The Committee would like the matter 
to be examined and clear instructions issued to all concerned without 
delay so that tb~re is no confusion on this account anywhere. 



CHAPTER XI 

ORGANISATIONAL SET UP 

(i) Central Board of Exche and Customs 

1l..1. 1'he CentJ,"al Board of Excise and Customs is one of the tWQ 
. statutory Boards under the Central Boards of Revenue Act, 1963 (Act 

No. 54 of 1963) as amended vide Act No. 25 of 1978. It comprises 
Chairman and six Memb-ers, functioning as Ex~cio Additional 

, Sp.crt'taries t.) the Government of India. 

11.2. The main functions of the Central Board of Excise and Cus-
tnmR are to formulate the policies for levy and collection of Indirect 
Taxes (Customs/Central Excise duties etc.) and to ensure free, prompt 
find efficient direction of these and other policies of the Government 
with which the field formations under the Board are concerned: It is 
also responsible for Anti-smuggling operations. The Board also 
serves as Administrative/Appellate authority for subordinate organi-
stations viz Customs and Central Excise Collectorates. 

Custom Houses 

11.3. The C<entral Board of Excise and Customs have under them 
field formations, called Collectorates of Central Excise and Custom 
Houses. The Custom House is the standard unit of field organisation 
for administr~tioll of Customs laws on major ports. Depending on 
the volume of operations and the staff employed, it is divided into 
several units or departments. 

11.4. Collectorates of Customs (Preventive) at Bombay and Patna 
are responsible for preventive work along the West Coast and Indo-
Nepal Boards respectively. They are under the Collector of Customs 
(Preventh'c). However, for administrative control and purposes 

, other officers and staff in these Collectorates form part of the Custom 
House. Bombay and the Collectorate of Central Excise, Patna 
respectively. 

11.5. The Collector within his jurisdiction is the highest adminis-
- trative authority under the Customs Act and the Rules framed there-
under. Collector's statutory functions including adjudication of often-
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-cces without any limit in the matter of value of th~ goods he can con-
iiscate, or penalties he can impose under the Customs Laws. He can 
also remit duty 011 geods lost or stolen and write-off irrecoverable 
·dues without limit in either case. The power to prosecution of offen-
,ders is also vested in him. 

11.6. "Air Customs Pool" has been constituted to man the custom 
ports, at the International Airports of Palam, Bombay, Calcutta and 
Madras. The pool is manned by officers drawn from the various field 
formation on deputation for specified term. 

(li) Staff strength 

11.7. The working strength of various grades of omcers at eacb, of 
. the four Customs Houses is as follows:-

,Customs Houses 
Sanctioned strength as on 1-1-1978 

Group 
A 

Group Group 
B C 

Group Total 
D 

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

Bombay 

Calcutta 

Madras 

Cochin 

309 

97 

37 
--_._-_._------------

4-9 1 

11.S. The Ministry have informed that review of the organisational 
1let up of various UnitslSections of the Custom House were under-
taken from time to time. Various Committees and Study Teams 
have also examined the functioning of Customs and made recom-
mendations in this regard. Directorate of 0 & M Seryices (Cus-
toms and Central Excise) was created to' undertake continuous 
work studies for re-organisation of the Customs Depar.tment. It 

'started functioning during the year 1977-78. 

11.9. The duties of the Directorate of 0 & M Services as laid 
,down by the Government at the time of its creation are appended 
;below:-

(i) Work measurement-evolution of norms and staffing 
pattems-determination of additional staff requirements. 

(U) Matters relating to organisation and methodology of 
various disciplines and services concerning the Central 
EXCise, Customs and Narcotics Departments e.g. Career 
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Management, Forms Management, Computation, Cal·· 
culations of various data relating to the organisational 
developments etc. 

11.10. During this first year, the Directorate of 0 & M Services 
was able to undertake work studies of five minor Customs Houses 

t"'" at Mangalore, Pondicherry, Cuddalore, Nagapattinam and Tuti-
corin. Besides, a work study of the Integrated Air Cargo Complexes 
at Bombay and Bangalore was completed. At Bombay Custom 
House, the work study relating to escorting jobs and disposal of 
confiscated goods was also undertaken. These studies have result-
ed in an economy of Rs. 21,56,459.00 consisting of Rs. 20,14,697.00 
indirectly arid Rs. 1,41,762:00 directly. 

11.11. In addition to the work studies, proposals for additional 
staff in the fOur cases mentioned below were studied, scrutinised 
and ne~ssary. recommendations sent to the Board viz:-

(a) Review of staffing for Santa Cruz Airport, Bombay. 

(b) Additional staff for Trivandrum Airport, consequent on 
introduction of Dubai flights. 

(c) Postal Appraising Department of Madras. Custom 
House. 

(d) Additional staff for Integrated Air Cargo Complex,. 
Ahmedabad. 

11.12. The Ministry have further stated that a study has been 
made recently by the Staff Inspection Unit of the Department of 
Expenditure of the staff position in Bombay, Cochin and Calcutta 
Custom Houses. ~e Staff. Inspection Unit suggested creation I 
abolition of the posts. The Staff Inspection Unit studied some 
departments of the Calcutta Custom House and suggested abolition 
of a number of posts. The Staff Inspection Unit has been request-
ed to complete the study of the Custom House as a whole and. 
fUl'Dish its recommendations. 

11.13. The Ministry have also stated that due to heavy demands· 
for extra staff by different Custom HouseslCentral Excise Collec-
torates, the 0 & M Directorate has so far devoted a major part of 
its time and energies to. staff studies. Except small studies, no· 
major study for systems re-organisation of Customs Department 
has so far been undertaken. The Directorate, however, hopes to> 
undertalfe such studies in. the near future. 
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11.14. A Public Sector Undertaking in their memorandum sub-
mitted'to the Committee have stated that:-

.. the Appraisers at Custom Houses are very much overloaded 
and as such there is considerable difficulty in clearance 
of material from machinery groups. Consequently, the 
processing of Bills of Entry is much delayed". They have 
accordingly suggested that "number of Appraiseflll 
working in Custom Houses specifically the Machinery 
Group may be sufficiently increased so that the jobs are 
completed most expeditously." 

11.15. In this context, the Ministry of Finance in a written reply 
stated that the strength of Appraisers in different Custom Houses 
is reviewed from time to time and additions are made to the extent 
that they can be justified. It does not, therefore, appear correct 
to say that the appaisers are very much overloaded and that there 
is considerable difficulty in clearance of material. It may be 
pointed out that the normal output of a machinery Appraiser is 
placed at about 12 to 13 Bills of Entry per day, which is considered 
to be quite modest. In so far as imports by the Public Sector 
Undertakings are concerned, it may be stated that in the Bombay 
Custom House a separate officer has been posted in the machinery 
group to look after the' imports of public sector undertakings. This 
arrangement helps in pin-pointing delays and in taking quick 
remedial measures. 

11.16. The Study Group of the Committee during their tour to 
Trivandrum was informed about the need for additional custom staff 
at the Airport, after diversion of gulf traffic from Bombay. The 
Ministry stated that a study for requlrement of staff strength for 
Custom clearance work has taken up for Trivandrum AirpOTt in 
March. 1978 soon after the diversion of gulf traffic from Bombay to 
Trivandtum. Recommendations were made for the creation of the 
additional staff which would be independent of the assistance of 
Central Excise Dep.artment. 

11.17. The recommendations were accepted in part and one post 
of Superintendent, 15 posts of Inspector and 6 posts of Sepoy were 
sanctioned by the Board. Even this was not found to be enough. 
Another study was made in December, 1978. On studying the wOTk-
ing condition at Trivandrum Airport, additional posts have been re-
commended for sanction in addition to those already :n position. 
The proposal for creation of these posts is under consideration. 
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11.18. The representative of the Board stated during evidence 
"We have g'ot same additional staff for this and there is Do problem". 

(iii) Settinc up of Air Cargo Com.plex at Trivandrum 

11.19. Toe Study Group of Estimates Committee during their 
tour in January, 1979, were informed that "there is a demand from 
the trade for air cargo complex also at Trivandrum". The Ministry 
have informed the Committee that the proposal for having an air 
cargo complex at Trivandrum has been accepted in principle. The 
additional posts have also been sanctioned. 

11.20. The representative of the Central Board of Excise and Cus-
toms stated during evidence (March, 19'79) "as soon as the staff is in 
position We will take care of this. The staff is likely to be in posi-
tion within a week or then days." 

11.21. The Committee note that a full fledged Directorate of Organi-
'iation and Methods Services was created on ht December, 1976 to 
undertake continuous study for re-organisation of the Customs De-
partment. It started fun~tianing during the year 1977-78. The 
J;)irectorate has ~o far devoted a major part of its time and energy 
to staff studies. The work studies of five I\'inor Custom Houses at 
Mangalore, Pondicherry, Cuddalore, Nagapattinam and Tuticorin have 
been completed; besides a work study of integrated Air Cargo Com-
plexeg at Bombay and Bangalore and study relating to the escorting 
job and disposal of confiscated goods in Bombay Customs House were 
undertaken. These studies are stated to have resulted in economy 
of Rs. 21.56 lakhs. Proposals for additional staff at Santa Cruz Air-
port, Trivandrum Airport, Postal Appraising Department of Madras 
and Integrated Air Cargo Complex~ Ahmedabad were al4l0 studied and 
necessary recommendations sent to the Board. The Committee de-
sire that early action should be ,taken by the Bnard on the recommen-
dations made by the Directorate of O&M Services. 

11.22. The Committee note that except small routine studies. no 
major study for systems re-organisation of Customs Department has 
been sO far been undertaken by the Directorate of O&M. The 
Committee would like the Directorate to concentrate on fundamental 
matters like organisation and methodology of various disciplines and 
services including ad,ministrative and procedural reforms, efficiency 
in management, forms of management. computation, circulation of 
d,"ta, anti-smuggling and anti-corruption measures etc. 
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ti.23. The Committee note tbat .tbe Staff Inspeetion Unit of the 
Department of Expenditure has also reeently made a study of. the staft 
position in Bombay, Coehin, and Calmtta Customs Houses. The 
studies in resped of Bombay and Cochin Custom Houses are stated 
to have been completed, while the study of Calcutta Customs House 
as a whole is yet to be completed. The C01Dmittee hope that tlte 
study of .the Caleutta Customs HOuse by S.I.U. would be completed 
expeditiously. 

11.24. The Committee would like to be apprised of the follow-up 
action taken in the light of studies made by the 0 and M Directorate 
and the Staff Inspection Unit and the results achieved. The infor-
mation should b:e furnished under various heads like Staff eeonomy 
(in numbers and in terms of money) staft augmentadon, proeedural 
reforms, efficiency norms etc. 

11.25. In view of the fad that both Staff Inspection Unit and O&M 
Directorate of the Central B(lud are undertaking studies of staff 
needs of the various wings in the Custom Houses, it becomes neces-
sary to establish perfect liaision between the two Department so as 
to ensure that there is no over-lapping in the studies undertaken by 
them. The two organisations should keep constant coordination hI 
selecting units for staff studies and exchange notes on methodolory 
and ensure that they do not function at cross purposes. 

11.26. The Committee are informed that in deference to the de-
mand from the trade, the proposal to set up an air cargo complex: 
at Trivandrum has bten accepted in principle. The Committee hope 
that the requisite staff for manning the proposed cargo complex at 
Trivandrum has been posted by now as assured during evidence and 
the complex has started functioning in a regular way. 

(iv) Hired OfBce Accommodation 

11.27. On being asked to state the expenditure incurred every 
year on the hired office accommodation in Bombay and other cus-
toms houses, the Ministry have stated that the Bombay Custom 
House requires accommodation for office as well for storing seized 
and confiscated goods. In respect of accommodation taken on hire 
for storing seized and confiscated goods, the Custom House is paying 
rent at the rate of Rs. 50,76,624 per annum for the several ware~ 
houses etc. which have been taken on hire. 

11.28. In respect of the accommodation taken on hire for oftlce 
purposes, the Bombay Custom House is paying rent amounting to 
Rs. 12,03,024 per annum. 
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11.29. The amounts of rent being paid by other Custom HO"J.SeB 
are as indicated hereunder:-

Name of the CUitom HoUle 

Cochin 

VUakhapatnam 

Goa 

Madril . 

Annual 
rent 

RI. 

3,358'00 

36,000.00 

8,819.50 

S6,lU6·00 

(v) OffiCe ACcOJnIDA)dation in Bombay Custom Bouse 

11.30. It has been stated that the space in the New Custom House 
being insufficient to accommodate all the departments, it has become 
necessary to hire accommodation for some of the departments. 
Presently, the Baggage Section, the SliB and the S.V.D. are housed 
in the Exchange Building near the Custom House and the Audit, 
M.e.D., Statistics, and the Drawback Department in the Transport 
House at Wadi Bunder which is quite away from the Custom House. 
All other departments (except the Air Complex) are in the Custom 
House. Apart from the heavy recurring expenditure; this arrange-
ment adversely affects the working of the department. A new 
building is coming up in the compound of the Present' Custom House 
but even after its completion, which will take about 2 more years, 
the Custom House will be short of space to a substantial extent. In 
April, 1972, the Estate Manager calculated the requirements of the 
Bombay Custom House as 2,55,612 sq. ft. At that time, the Custom 
House was occupying an area of only 1,75,294 sq. ft. The shortage 
at that time was, therefore, to the extent of 80,318 sq. ft. In order 
to cover this shortage it was decided to pull down the old Annexe 
Building which provided an area only of 9,808 sq. ft. and to cons-
truct in its place a multi-storeyed structure, having 12 ftoors, exclud-
ing the basement apd the ground-floor which would provide an 
office area of 75,362 sq. ft. The estimated cost of construction of 
this building is Rs. 1,23,33,719.00 plus Rs. 9,86,698.00 as departmental 
charges. The Custom House is also trying to acquire a new plot of 
land for further construction as it will be short of office space to a 
substantial extent even after the new Annexe is constructed. 

11.31. The Committee note that owing to shortage of accommoda-
tion, it has become necessary for the Bombay Custom House to hire 
accommodation both storage of seized and eoDfiseated goods and 
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·'Office purposes. fte Custom House is paying a rent of as. 62.79 
lakhs (Rs. 50,76,624 for several warehouses etc. and as. 12,03,024 for 
office accommodation) per annum. A new building is coming up in 
the compound of the present Customs House, but even after its com-
pletion, which will take about 2 more years, the Custom House will 
be short of space to a substantial extent. The Customs House is 
trying to acquire a new plot of land for further construction. The 
Committee note that in 1972, the shortage of office accommodation 
was calculated by Estate Manage a~ SO.31S sq. ft. which will be substau-
. tially met by the new building, as it would provide an office area of 
'15.362 sq. ft. In view of the high rent of nearly as. 63 lakhs per 
annum being paid by Bombay Custom House, the need for having 
a Government building for meeting all the needs of the Custom 
Bouse cannot be over-emphasised. The Committee regret that the 
asses!'lment of shortage of office accommodation made in 1972 has been 
found to be oft the mark within six years and the demand has outstrip-
ped the accommodation to be available in the new building under con-
struction even before it is ready. The Committee desire that be-
fore acquiring another plot of land for further construction, the pre-
.sent shortage of accommodation should be cerefully assessed in con-
sultatioa with the Ministry of Works and Housing and new construc-
tion if necessary, shoUld be SO planned that it is adequate not only 
to meet the present requirements but also provide for meeting the 
foreseeable increase in demand for more space. The Committee, 
however, desire that before going in for new construction for the 
.:ustoms the Ministry should explore the possibility of acquiring 
werehouses and office accommodation from the other public bodies 
and the Government should go in for new construction only, if their 
needs cannot be met by other Government and semi.Government 
organisations. 

(vi) Staggering of OfIice hours of Customs staff at Cochin 
I. '!-' 

11.32. During their tour to Cochin in January, 1979, a stuay Group 
-of Estimates were informetl:-

"As fish is a highly sensitive to heat, loading of fish in vessels 
is done only after sunset. In view of the perishable 
nature of this item, its loading should be given priority 
by customs and both the customs and the quality control 
cell of the Ministry of Commerce should conduct inspec-
tion of export consignments of fish together and at the 
same place. The exporters are at present required to pay 
for the overtime of the customs staff who are deputed on 
duty to inspect the fiI'st consignments. The customs 
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staff, put on late duty, should not leave the work unfinish-
ed and, if necessary, overtime should be extended to clear 
all the consignment offered for clearance. 

Duty hours of the customs staff should be staggered to avoid 
the necessity of payment of overtime allowance. At pre-
sent, generally speaking, fish loading is done twice a week 
at Cochin port and it should not be difficult for the cus-
toms authorities to stagger the working hours of customs 
staff on these two days on getting advance notice." 

11.33. The Collector, Central EXCise and Customs at Cochin. 
during his disC'Ussion agreed to consider staggering of office hours 
for customs staff for inspecting fish consignments af night to avoid 
the necessity of payment of overtime to the staff. 

11.34. The Ministry in their replies have stated that the Collector 
of Customs, Cochin has reported that frozen cargo are presented for 
examination in the evening or after 9 p.m. Priority is always given 
for shipments of frozen cargo. Inspection of export consignments 
of frozen cargo is conducted simultaneously by Customs and Export 
Inspection Agency at the same place. Instructions already exist 
whereby on a specific request the Appraiser extends the overtime 
posttngs beyond the time originally applied for to clear all the 
consignments. Staggering of the postings of the . staff would not 
obviate necessity for payment of overtime fees by the exporters. 
Services of the Customs staff are provided free only during the nor-
mal working hours. For any examination work conducted either 
before or after the normal working hours or on holidays services of 
the Customs staff are made available on payment of fee. Collector 
of Customs, Cochin has reported that the average number of ship-
ping bills for frozen cargo filed in a day is less than 10 and hence 
could not justify operating a night shift on a regular basis. 

11.35. Explaining the position further, the representative of the 
Central Board of Excise and Customs stated during evidence:-

"With regard to fish my submission is that this cargo origi-
nates from Cochin and whenever a request is made that 
this is to be loaded at night the services of the staff are 
prOvided on overtime. To put the staff in a regular shift 
for this work will be highly uneconomical. ......... ' .. " 
If we agree here then this will have implications at othel" 
places also" . 

• 
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11.36. In view of the fact that the amount of overtime paid was: 
insignificant, the Committee asked why the customs authorities 
should not agree to the proposal and post staft on duty without 
charging over-time from the exporters, the Secretary, Ministry of 
Finance during evidence stated:-

"We are also interested in promoting exports and providing 
necessary facilities for tlle purpose. It is a question of 
really how much idle c.pacity we want to have in the 
staff. There is a continuing demand for services to be-
provided outside office hours. Anyway, we wjp go into 
this question." 

11.37. The Committee feel that there is force in the demand of 
the exporters of fish in Cochin that the services of the Customs 
staff should be made available without payment of overtime by the 
exporters for handling export consignments of fish which in view of' 
the perishable nature of the commodity have to be shipped after 
sUDset. In view of the fact that this cargo Is loaded only twice 
a week there should be no difficulty in staggering the duty hours of 
the staff on these two days through a duty-roaster. During eviden-
ce, the Finance Secretary agreed to go into this question. The Com-
mittee desire that necessRry steps in this regard should be taken with-
out delay, This facility should be extended to other ports also where 
fish consignments have to be loaded only in the evening ill view of 
the perishable nature of the commodity. 

NEW DELHI; 
April 25, 1979. 
Vaisakha 5, 1901 (S), 

SATYENDRA NARAYAN SINHA. 
Chairman, 

Estimates Committee. 



APPENDIX 

Summary of Reeommendations/Oosert)4tion1 

Para No. 
,:S.No of the Rec.omrnendations/Observatio11l 
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.' (1) (2) (3) 
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.1 2.14 
to 

2.17 

2.25 
to 

2.26 

--- ._ .. ,----

Customs Notifications 

The Committee feel that instead of routlnl 
the notifications through Customs Houses, the 
Notifications, Orders etc. relating to Customs 
should be mailed direct from Headquarters to all 
the Chambers of Commerce and Industry, and 
trade organisations, importers and exporte.rs, 
who may register themselves with the MinistrY 
for the purpose on payment basis. The notifi-
cations should be despatched the same day on 
which they are sent to press for pUblication in 
the Gazette. The Committee strongly urge that 
the proposal for the separate Directorate of 
Publications should be given a concrete shape 
without any further loss of time and the Direc-
torate set up at the earliest to meet the genuine 
demand of the assessees to be supplied with 
copies of Notifications, orders etc. without any 
deJay. 

Publication of Customs Notifications in 
Newspapers 

The Committee have considered the sugges-
tions made by non-official experts and orgs-

nisations of trade and commerce in regard to 
giving of publicity to changes in Customs duty 
through newspapers. The Committee are of the 
opinion that in order to ensure quicker and wider 
dissemination- of the contents of customs Notifi-
cations, the practice of issuing press notes, which 
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',4 
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2.34 
to 

2.35 

2.46 
to 

2.48 

(3) 
---,,--------

is stated to be already in vogue in respect of im-
portant notifications, should be extended to cover 
all the no.tifications having a bearing on customs . 
duty or procedure. The Committee also com-
mend the suggestions for the publication of ref-
erence number and gist of Notifications relating 
to customs duty in the commercial columns of 
impo,rtant newspapers immediately after these 
are issued. This will enable the trade and in-
dustry to know of the changes in customs duty 
concurrently and obtain copies of the notifica-
tions, in which they may be interested, from the 
Ministry or Customs Houses. That Commercial 
publicity and issue of press notes can be started 
immediately fo,r general information without 
waiting for the setting up of the Directorate of 
Publications. 

Ambiguity in the La.nguage of the Notifications 
and ExplanatOTy Notes 

,The Committee are of the opinion that solu-
tion to the problem of removing ambiguity in 
the Customs Notifications lies in appending an 
"explanatory note" to each such notification ex-
plaining the purpose, scope and eft'ect of the noti-
fication in intelligible language. They recom-
mend that the practice of issuing "Explanatory 
Note" should be started immediately for the bene-
fit of the assessees. 

Interpretation Of Customs Notifications 

The Committee would like the Central Board 
of Revenue and Customs should advise the 
custom officers to display objectivity in inter-
preting customs notifications and dispel the gene-
ral impression prevailing among importers that 
their interpretations are biased in favour of reve-
nue irrespective of the merits of the case. The 
,Committee also feel that in the event of a differ-
ence of opinion between the customs appraiser 
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and the importer in the matter of classification or" 
assessment of duty the case should be straight-
way referred to the Assistant Collector incharge 
of the place, and, if the Assistant Collector also 
does not agree with the importer on the point 
under dispute, he should pass a "speaking order"-
an order with reasons-in all cases to enable the 
importer to file an appeal in due course, should 
he so desire. 

Publication of Customs Tariff and C'U8toms 
Manual 

A number of suggestions have been made to 
the Committee by the trade and industry t(\ 
streamline the system of publication of Customs 
manual and Customs Tariff. The Committee also 
feel that the present system is not satisfactory. 

The Committee recommend that the Customs" 
Tariff Schedule should be updated every year 
immediately after budget and published along 
with an alphabetical index. The tariff should in-
dicate the effective rates of duty and also give 
cross references to other relevant matters for 
ready intelligibility of the scheme of customs 
duty. 

The Committee also recommend that a com-
prehensive Customs Manual giving among other 
things, details of relevant Customs rules, proce-
dure, customs duty, auxiliary duties, countervail-
ing duty, according'to industry-wise classification 
should be published immediately preferaMy in a 
loose leaf ring file form. All amendments in the 
customs laws, procedure and duties should be 
published at fixed intervals say once a month or 
once every three months in the same form for 
easy replacement of the relevant pages in the 
Manual so as to enable the assessees to keep their 
copies of the Manual up-to-date. 
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The Committee feel that :111 important deci-
sions given by the various Periodically preferably 

• f!Very months and copies thereof made available 
on sale. 

7 2.73 The Ministry have stated that they propose 
to set up a Directorate of Publications to improve 
the present system of dissemination of informa-
tion regarding customs etc. The Committee 
would like this Directorate to be set up quickly. 
The Committee desire that thp proposed Direc-
torate of Publications should, immediately after 
coming into being, review the present publi-
cations and decide on a rational basis as to what 
publications are essential and at what periodi-
city they should be brought out. The Committee 
would like to be informed of the action taken in 
this regard within six months. 

Customs Ta.riff Classifica.tion 

3.11 The Customs Tariff Act, 1975 based on Cus-
toms Cooperation Council Nomenclature (CCCN) 

3.14 was adopted with effect from 2nd August, 1976. 
The revised tariff did not adopt the CCCN in toto 
but certain headings of the CCCN were merged 
and some new sub-headings were created so as to 
suit the pattern Of India's foreign trade. There 
is a general demand made to this Committee by 
the associations of CommerCe and Industry that 
the Customs Tariff should be fully aligned with 
the CCCN (formerly Brussels Ta'l'iff Nomencla-
ture-BTN). According to them grouping of 
several sub-items under one heading causes 
difficulties in correct classifications and clearance 
of goods. On the other hand, according to the 
Ministry these departures are improvements in 
the Indian Customs Tariff which have facilitated 
easy asse&sment and qUick clearance of goods 
through Customs and none of these have caused 
any disputes in classification. As regat'ds an-
other suggestions that the explanatory notes given 
in the CCCN should also be introduced in the 
Indian Customs Tariff, the Ministry have stated 
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that such notes are only the purpose of a better· 
understanding of the nomenclature and accord-
ing of the scheme of CCCN they do not have the 
force of law. In the Ministry's opinion it would 
not be desirable to incorporate these lengthy and 
voluminous notes as a part of the tariff. The 
Committee note that the Indirect Taxation En-
quiry Committee, 1978 (Jha Committee) which 
studied the problem have recommended that in 
the interest of operational efficiency and to ensure 
comparability between the Customs Schedule and 
the Import Trade Control Schedule, it is impera-
tive that the Customs Schedule is wholly CCCN 
based without any contractions or adaptations. 
According to Jha Committee this will also help 
in the matter of comparing internatio:nal trade 
statistics. Further the Customs administration 
would derive an immediate and continuing bene-
fit from the explanatory note; and classification 
opinions of the Nomenc.lature Committee. 

I!l the Committee's view,. there was an obvi-
ous advantage in adopting the internationally 
recognised and standardised- nomenclature-. 
CCCN-for Indian Customs Tariff which it ap-
pears has been lost in the process of bringing out 
an adapted and abridged version of the Nomen-
clature.· Agreeing with the Jha Committee's re-
commendation the Committee feel that the Indian 
Customs Scheduled should be wholly CCCN 
based without any contractions or adaptations. 

Tariff Values 

The Committee note that under section 14 
of the Customs Act, 1962 Government may by 
notification fix tariff values for any class of im-
ported goods or export goods having 'l'P.gard to 
the trend of value of such or like goods. While 
fixing tariff values, the market values for such 
goods in India are also taken into account. Tariff· 

--_._------ --_.-_._----------
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values are revised periodically having regard to··· 
trend in prices. At present, tarift values have 

. been fixed only in respect of some items of fruits. 
It has been represented to the Committee that 
the trade and industry are not consulted in fixing 
the tariff values. 

The Committee do not agree with the Minis-
try's views that as tariff value system at present 
applies only to a few items, no useful purpose 
would be served by associating the representa-
tives of D.G.T.D. etc. for evolving guidelines for 
fixation of tariff values; 

The Committee feel that before determining 
tariff value for any commodity the Ministry 
should invite the views of the trade and industry 
and take them into account while fixing or re-
Vising the tariff values. 

The Committee take note of the impression 
p~vai1ing in the trade and. industry that upward 
revision of tariff values is made by the Ministry 
almost immediately but the Ministry are not so 
prompt· in announcing downward revision in the 
event of fall in prices. The Committee feel that 
if correct this is an unfair practice and should be 
discontinued forthwith. The Ministry should lay 
down guidelines for revision of tariff values and 
follow them uniformly. 

The Committee note that in re~t of gooda 
for which tariff values have not been fixed, 
customs duty is charged on the price at which 
such goods are offered for sale for delivery at the 
time and place of importation in the course of 
international trade. Where, however, buyer and 
seller are related parties, tbe invoice values are 
sometimes loaded suitably so liS to bring them at 
par with the prices at which such or like goods 
would have been imported by unconnected part-
ies. The Committee feel that there is force in 
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the submission made by a Chamber of Commerce 
that "there is always some price difference bet-
ween bulk buying and retail buying". . .. and that 
"a differential price of plus or minus 10 per cent 
as between bulk buying and retail buying should 
be taken as the invoice value." 

The Committee are of the view that the Cus-
toms authodties should consider the question of 
correctne88 of invoice values with reference to 
the sou~ces of import, quality of goods and com-
mericial practices prevailing in different countr-
ies and make an allowance for variation of im-
PQl't price if justified on these and other valid 
considerations. The Committee also feel that a 
reasonable differential in price between the bulk 
and retail buying should also be allowed as it is 
a normal commercial practice that bulk or long 
term buyer generally gets some price concession. 

DeZati in clearance Of Bills of Entry and their 
pre-auait 

In view of the fact tha\a number of organi-
sations including public undertakings have com-
plained about the cumbersome procedure and 
delay in clearance of the Bills of entry in the 
Customs Houses, the Committee feel that it is 
necessary that a systematic study of the proce-
dure followed in this regard in the custom houses 
should be undertaken with a view to streamlin-
ing the procedure and minimising the stages for 
processing these bills of entry. The Committee 
desire that this study should be entrusted to any 
reputed Institute of management. 

Loading of goods on Barges 

It has been· represented to the Committee 
that the practice of loading goods on barges after 
customs' examination prior to the goods being 
taken to the mother ship is on the increase. Once 

--------------------~i---------
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the goods have been examined, passed and sealed 
by customs and loaded an barges, and when they 
are out of control of exporter, they should be 
considered as having been entered for export 
irrespective of the date of departure of the mother 
ship or issue ot' a formal bill of lading. The im-
porter should not be required to pay excess ex-
port duty if there is duty increase in the mean-
time. The. Committee feel that there is force in 
the representation, and it deserves to be con-
sidered sympathetically and favourably. 

The Committee desire that public relation 
offtcers in the various Custom Houses should 
render necessary help to importers in filing bills 
of entry and other documents and having their 
cases expedited. 

Prior submission of Bills of Entry 
The Committee note that importers are 

allowed to avail themselves of the procedure of 
prior entry under which they can file bills of entry 
prior to the arrival of goods or prior to the sub-
missian of manifest by steamer agents provided 
that the agents have int'mated the customs about 
expected arrival of the vessels within 7 days. It 
has peen represented to the Committee that the 
advantllge of this procedure cannot be taken by 
the importers in practice since steamer agents 
do not give advance intimation about the expect-
ed arrival of the vessel to the custom department. 
The importers have suggested a mandatory pro-
vision in the law in this regard. According to 
the Ministry any obligatory provision in this re-
gard cannot be made as the reasons for not giving 
this intimation by the s~eamer agents may be 
beyond their control. It has been stated that in 
normal cases the steamer agents are expected to 
make advance intimation of arrival of vessel in 
their own interest as 'it facilitatt!s the prompt 
turn-around of the vessel. The Committee desire 
that this matter should be examined in depth in 

.----.- -"-'---
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consultation with the steamer agents and others 
concerned and a suitable system evolved under 
which the liberalised procedure of prior sub-
mission of bills of entry becomes a reality and 
can be availed of by importers in actual practice. 

Pre-audit of Bills of Entry 

It has been represented to the Committee 
that at present consignments are allowed to be 
cleared to bonded warehouses only after Into-
Bond Bills of Entry have been pre-audited by the 
Audit departments of Customs. This, according 
to a Public Sector Undertakings takes 3-4 days 
and on many occasions consignments incur heavy 
demurrages on account of delay in pre-auditing 
of Bills of entry. Since no custom duty is col-
lected against the Into-Bond Bills of Entry, it has 
been suggested that a pre-audit of these cases 
need not be insisted. According to the Depart-
ment, the suggestion is under examination in con-
sultation with the Collectorates of Customs. The 
Committee feel that the importers should not be 
penalised for delay in pre-audit" of Bills of Entry 
for which they cannot be responsible. The Com-
mittee recommend that a satisfactory solution to 
this problem should ~1 found expeditiously and 
procedure streamlined. to avoid delays on this 
account. 

Execution of Indemnity Bond and furnishing of 
Bank Guarantee 

The Committee suggest the present procedure 
requiring a bond as well as duty deposit upto 
20 per cent of the amount of provisional duty 
should be reviewed with a view to mitigating the 
hardship caused to importers/exporters consis-
tent with the need to safeguard revenue and to 
ensure expeditious finalisation of the case. The 
Government may, if necessary, prescribe a time-
limit for production of necessary documents and 
evidence to enable the assessment to be finalised. 
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A Chamber of Commerce has brought to the-
notice of the Committee that inordinate delay 
takes place to obtain cancellation of bonds exe-
cuted under the 'provisional assessment' proce-
dure for realisatiO'n of deposits made alongwith' 
the bonds. The Ministry have stated that bank 
guarantee of cash deposit is not insisted upon, if 
the proper officer is satisfied regarding the finan-
cial soundness of the importer. The Ministry 
have, however, not explained the aspect of delay 
in recovering amounts of deposits in cases where 
cash deposits have been made. The Committee 
feel that the question of judging the financial 
soundness of an importer should not be' left to 
the unfettered discretion of the customs officer. 
The Ministry should issue guidelines to enable 
the customs officer to exercise his discretion judi-
ciously in the matter of demanding or waiving 
cash deposits or bank guarantee from the im-
porter. Secondly, where cash deposits or bank 
guarantees are required to be made alongwith . 
the bonds should be cancelled without delay tOo 
enable the importers to have their deposits/bank 
guarantees released. 

It has been brought to the notice of the 
Committee that the procedures being followed at 
Customs Offices, Calcutta, Bombay and other Sea 
Ports are not uniform. By way of an instance it 
has been stated that, whereas the Calcutta 
Cus~oms Office insists on separate execution of 
bond against individual purchase orders, the 
Bombay Customs and other Customs Houses are 
asking for one Indemnity Bond against the total 
value of the goods to be imported. The Ministry 
have agreed that there should be uniformity of 
practice and only one Bond is necessary in case 
the value of the bond is sufficient to cover the 
subsidiary contracts. The Ministry should issue 
clear instructions to all the field formations so 

----- -.-.----
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as to ensure uniformity of practice in regard to 
the Indemnity Bond. 

Concessional rate of duty depending on end-use 

It has been represented to the Committee 
that as the system of charging duty at different 
rates for the same item depending upon the end-
use creates complications and leads to harass-
ment, the differential rates may be eliminated and 
a single rate of duty for a particular item irres-
pective of end use introduced. The Committee 
agree with the Ministry that it is necessary in 
public interest to fix a lower rate of duty in order 
to keep to the minimum the cost of inputs re-
quired for the manufacture of specified items and 
to promote the growth of certain industries. The 
Committee, however, feel that the under-ly4!g 
purpose of this wholesome principle of differen-
tial rates of duty depending on end-use will be 
defeated if the importers are subjected to harass-
ment at the time of import of such items. 

The Committee note that the importers de-
siring to have the benefit of concessional rate of 
duty are at present required to execute a bond 
undertaking to produce and end-use certificate 
from the prescribed authorities. The Committee 
lfeel that in view of the safeguards made in the 
form of the bond, the statement made by an im-
porter at the time of Customs appraisal as to the 
end-use of the imported goods should be accept-
ed by the customs authorities without demur. If 
the bond is not considered enough of a safeguard 
in any special case, the Customs authorities may 
demand additionally an affidavit of the im-
porters' intention to put the item to specified end-
use, but once these formalities are completed the 
goods should be cleared on payment of conces-
sional rate of duty without delay. 
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Countervailing Duty 

The need consiste'ncybetween Excise and 
Customs on the question of countervailing duty 
cannot be over-empbasised. To avoid any con-
Ifusion on this account, it is very necessary, in the 
Committee's opinion, that not only the scheme of 
classification for the purpose of Customs and 
Excise should be identical as recommended by 
the Committee in para 2.65 of their 28th Report 
but that the additional duty (countervailing duty) 
should also be shown at least. in the working 
schedules together witb the basic customs duty~ 
as single composite rate or separately as recom-
mended by the Working Group of Administrative 
Reforms CommiSSion, 1968. The Committee 
regret to note that when attention of the Gov-
ernment was drawn to the aforesaid recommen-
dation made by Wor~ing Group of the Adminis-
tratiVe Reforms Commission in its Report (Octo-
ber, 1008), the Ministry were unable to offer 
comments on the ground that the office file in 
which the 'report of the Working Group was dealt 
with was not readily available. This is a sad· 
commentary on the system of maintaining records 
in the Ministry. The ·Committee would like the 
Ministry to look into this matter and take reme-
dial measures at the earliest. 

Refund of Customs Duty 

From the figures furnished by the Depart-
ment, the Committee find that as on 30th Novem-
be·r, 1978 in the Collectorates of Bombay, 
Calcutta, Madras and Cochtn there were 36 cases 
pending for more than a year, 594 cases pending 
for more than 6 months and 1040 cases pending 
for over 3 months. It has been stated by the De-
partment that delay in payment of refunds is 
caused sometimes due to delay in receipt of docu-
ments from the appellant. The refund claims 
which are generally filed with all supportinr 
documents are finalised within a reasonable 
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period. A time schedule for finalising/apprais-
ing refund claims has been prescribed; according 
to the time schedule such claims have to be dis-
posed of within approximately 90 days. The 
figures of pendency of refund cases in respect of 
major customs houses of Bombay. Calcutta, 
Madras and Cochin given above indicate that the 
actual time taken by the Customs Officers is far 
in excess of the time schedule prescribed by the 
Department. The Committee agreeing with the 
Jha Committee, feel that the time lias come when 
statutory time-limit should be fixed for grant of 
refund and if the statutory limit is exceeded, in-
terest on the refund amount should be paid at ap-
propriate rate from the date of expiry of the time-
limit. 

The Committee recommend that the Refund 
procedure should also be studied and streamlin-
ed so as to enable an importer to have actual re-
'fund not merely an order of refund within the 
stipulated period of 90 days, The Ministry would 
also do well to examine as to' why the refund 
order, which is made after due scrutiny, cannot 
be straightway encasheB as is reported to be the 
practice in the case of income-tax refund . 

Duty on Goods pilfe1'ed or short landed or 
destroyed 

The Committee feel that the existing procedure 
for payment of customs duty in regard to goods 

pilferred, short.Janded, shQl't-shipped, lost or des-
troyed is not quite satisfactory as in most cases 
it would require an importer to pay duty for full 
consignment even though only a part of the con-
signment may actually have been received and 
thereafter to go through the time-consuming pro-
cess of claiming refund. The Committee see no 
reason why the procedure in this regard cannot 
be simplified to require payment of duty only for 
the actual quantity of consignment received in --_ .. ----- ,------
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the first instance, and if the duty has already been 
paid for full consignment before discovering the 
short-receipt, to grant instant refund of the 
excess duty on the spot without requiring the 
assessee to file any special application for refund 
in the normal course. If procedure stand in the 
way of instant refund in such cases, it may be 
reviewed and simplified without delay to mitigate 
to the extent possible the double hardship which 
the importers suffer, first, by not getting their 
consignments in full and then undergoing the 
ordeal of getting refund in the normal course. 

Laboratories under Central Board of Excise and 
Customs 

The Committee feel that in deference to the 
wishes' of the trade and industry, if a reasonable 
time limit is laid down to serve as a guideline 
for the laboratories; it will help inculcate a sense 
of urgency and importance in the minds of ex-
perts responsible for furnishing Reports and it 
may improve the position further. 

The Committee feel that in ord .. to reduce 
the burden on the existing number of laborator-
ies the normal validity period of a test report, 
which is two years in respect of goods supplied 
by well-known manufacturers, and one year only 
in respect of supplies from new sources, may be 
increased to three years without prejudice to the 
Collectors' right to draw samples for test at any 
earlier point of time in case of suspicion or new 
developments. 

The Committee note that in respect of con-
signments for which valid test repQl'ts do not 
exist, the goods are permitted to be cleared pro-
visionally on execution of suitable bond by the 
importers. Facility for clearanCe of major por-
tion of consignment pending test, is also extend-
ed in suitable cases. The Committee recommend 



• 

i 

(1) (2) 

28 4.101 

29 5.35 

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

208 

(3) 

. that the facility for removal of major portion or-
entire quantity of goods should be extended with. 
suitable safeguard to all cases where the im-
pQ1'ters are prepared to execute bonds which ma~ 
be prescribed in this regard. 

The Committee note the recommendatio~ 

made by the (Jha Committee) Indirect Taxation 
Enquiry Committee for modernising and streng-
thening the existing test laboratories. They are-
informed that Government have set up an Expert 
Committee in May/June, 1978 to modernise the 
Customs Laboratories and improve their working 
and efficiency. The said Committee is expected 
to submit its Report by June, 1979. The Com· 
mittee would like to be apprised i'n due course,. 
of the recommendations made by the Expert 
Committee and the action taken or proposed to-
be taken thereon. 

Customs Duty Drawback Schem.e/Fixation ot 
Brand Rates 

'According to a sample study regarding the 
average time taken in the matter of fixation of 
brand rates, it takes on an average 515 days to 
determine a brand rate, of which 195 days aTe 
taken by the exporter to supply data and 319· 
days are taken in verification of data and fin at 
determination of rate. In the Committee', 
opinion there can be no justification whatsoever 
for such a long delay and a procedure, which 
consumes so much time to dete'l'mtne the rate, 
can not but be held utterly unsatisfactory, to say 
the least, and should ha·ve been changed long 
ago. The Committee strongly urge that a radi-
cal and thorough overhaul of the procedurEl' 
should not be delayed any longer. 

--------_ .. _----_._--
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Settlement of Drawback claims 

If the exports have to be promoted and if, as 
claimed by the Ministry, 85 per cent of the 
claims are paid within 6 weeks to 2 month;; of 
shipment, the Committee see no reason why the 
Government should not accept the recommenda· 
tion made by the Jha Committee (1978), that no 
case of drawback should take more than 3 
months to settle and this time limit too should 
be fixed statutorily. Tpe Committee would like 
that this statutory period of 3 months for settle-
ment of drawback claims should be fixed without 
any further hesitation. This period should start 
from the date of shipment of goods and where 
statutory time limit is exceeded, the law should 
provide for payment of interest at the appro-
priate xate from the date of expiry of the time 
limit. 

The Committee further recommend that the 
panel of officers which has been appOinted by 
Government to go into the question of expediting 
settlement of drawback claims should be asked 
to draw up a detailed but simplified procedure 
to prescribe time-limit for examination of draw-
back claims at each stage so as to mllke it practi-
cal for the Customs organisation to finalise all 
Drawback claims w'thin the recommended 
period of three months. The Committee desire 
that the panel of officers appointed to go into 
the working of the drawback scheme should 
examine whether the importers/exporters are 
taking full advantage of this scheme and if not, 
to simplify the scheme further to make it more 
attractive. 

Provisional rate of drawback 

A suggestion has been made to the Committee 
that the established importers should be given 
duty free import licences for the materIals to be 

. - ..... -------... _--- ._._ .. _--_. ----_ .... _-
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used in the export goods. The importer should 
on running accounts basis declare annually or 
half-yearly the import content of his exports and 
periodir:ally submit utilisation statements back-
ed by export details. Thill would avoid difficulty 
and delays expel~nced in the fixation of rates 
of d'l'awback, and in getting the drawback 
amount. According to the Department this sug-
gestion is quite useful in respect of those manu-
facturers who have an export manu.facturing 
programme in hand. The department can fix 
provisional rate of drawback in advance pending 
verification of utilisation of materials. The pay-
ment can be made on export on this basis and 
accounts settled from time to time on the basis 
of running account series. The Committee are 
informed that this procedure is being implement-
ed on an experimental basis in one or two cases. 
The Committee suggest that the evaluation of 
this experiment may be made and the procedure 
with necessa'l'y improvements in the light of the 
experiment progressively extend1!d to more and 
more items. 

Recovery of excess amount of drawback 

The Committee note that in a number of 
cases, amount of drawback paid was in excess 
of what the exporter was entitled to and the 
excess amount had to be recovered from the ex-
porters. In a few cases enquiry was held by the 
Directorate of Inspection and the Officers were 
~arned or explanation of the officers was called 
for. The Committee are of opinion that in cases 
where malafide is proved necessary disciplinary 
action should be taken against the officers con-
cerned. It is imperative that the excess amount 
of drawback paid to tne exporters should be re-
eovered from. them at the earliest. 

-----_. __ ... - .--. ---.--- ---_._-_._----_._-_ .. -
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Duty E:r:emption Scheme 

The Committee note that the introduction of 
the duty exemption scheme in 1976, it has been 
extended to cover 95 items and only about 120 
duty exemption entitlement certificates were 
issued till 31 March, 1978. This only supports 
the view point of the industry that in spite of the 
fa1!!t that scheme is beneficial to the trade, full 
actvantage of the scheme is not being taken by 
trade and industry and the scheme does not 
appear to be working sa,tisfactorily. It has been 
stated by the Ministry that the Duty Exemption 
Scheme is under review. The Committee 'desire 
that while reviewing the working of the scheme 
the difficulties pointed out by the trade and the 
sugges~ion given to make it a comprehensive 
scheme to apply to all products used for exports 
should be examined and the scheme made 
simpler and comprehensive so as to cover the 
maximum possible items and to give full satis-
faction to the importers and exporters. 

Option between Duty Drawback and Duty 
Exemption Scheme 

As the Duty Exemption Scheme enable an 
importer to avoid locking up of his capital on 
payment of import duty and later spares him the 
botheration of going through a long process of 
getting drawback, its advantages are obvious 
and well-recognised. Now that the scheme has 
been in operation for over three years the Minis-
try should have acquired enough experienc,~ of 
the working of this scheme to be able to extend 
it confidently to more items and thus meet the 
demand of the tt'ade and industry. The Com-
mittee however, feel that option to choose bet-
ween the Duty Drawback Scheme and Duty 
Exem.ption Scheme should remain with the im-
porter/exporter and he should be allowed to 
exercise the option without any difficulty . 

... - .. , ._. __ ._. ------
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Delay in working of Duty ~xemption Scheme 
The Committee are . informed that there have 

been delays in the working of Duty Exemption 
Scheme also. The delays have mainly arisen be-
cause of lack of coordination between the cus-
toms authonties on the one l1and and the Import 
Control Department on the other. The Com-
mittee would like Government to go into this 
matter and bring about much needed coordina-
tion !Qet'ween the two Departments so as to avoid 
delays. 

Disposal of Appeals 
The Committee feel concerned over the inor-

dinate . delay in the disposal of appeals and revi-
sion applications in respect of Customs disputes. 
As on 1-2-19:'79, the total number of appeals pend-
ing with the Custom Houses in Delhi, Calcutta, 
Madras and Bombay were 9,708 cr&.1t of which the 
number of appeals pending for more than one 
year were 2254. From the figures given to the 
Committee, it is seen that in the year 1976 and 
1977, the disposals of appeals in·' almost all the 
Collectorate did not keep pace with the receipts. 
In 1978, though the disposals of appeals exceed-
ed the receipts the number of one year old ap-
peals have increased during the same period 
from 1'8 per cent of the total pendency as on 
1-4-1978. to 23 per cent as on 1-2-1979. The increase 
in the number of such appeals in Delhi Collec-
tor ate has been as high as 78 per cent during 
this period and the Bombay Collectorate too, the 
rise has been significant (56 per cent). According 
lo the Ministry, though it may be desirable to fix 
time-limit for disposal of appeals, this may 
not be practicable in all cases. While the Com-
mittee may agree with the Ministry in this re-
gard, they cannot but deplore the long delays 
that are taking -place in the disposal appeals 
especially in Delhi and Bombay Collectorates. 
The Committee cannot over-emphasize the im-
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pottanceof expeditious disposal on appeals. They 
feel that no appeal should ordinarily remain 
pending for more than six months and in no case 
'or more than one year. The Central Board of 
Exeise and Customs should keep a close watch 
over appeals pending for more than 6 months 
and if the number Of pending appeals appears to 
be going beyond the capacity of lny Collectorate 
at any time the Central B08'l'd should set i~ 
motion special drives to clear the backlog and 
bring the situation under control. 

Disposal of Revision applilCations 
As on 1st April, 1978, the number of revi-

vision applications pending with the Ministry 
were 7479 including 2169 (27 per cent) revision 
applications pending for more than one year. 
The pendency as on 1st April, 1976 and 1977 was 
4070 and 5525 respectively. The Ministry have 
informed the Committee that the problem of 
cutting short the time taken in finally dispos-
ing of a revision application has been engaging 
the attention of the authorities concerned for 
quite sometime. But being a quasi-judicial pro-
ceedings, there is an inherent tendency in the 
system itself to consume considerable length of 
time before the proceedings ar~ completed. 
According to a random sampling of 200 revision 
applications only 19 per cent of applications 
were disposed of within 6 months while 271% 
cases took between 6 and 12 months, 43% 
between 1 and 2 years, 7 per cent between 2 and 
3, years, and 3l per cent took more than three 
year. While the number of pending reViSIon 
applications has been increasing from yea'l'-the 
number having risen from 4070 as on 1-4-1976 to 
7479 as on 1-4-1978-and more than 54 per cent of 
the applications are taking more than one year to 
be disposed of the Ministry do not consider it 
feasible to presc'l'ibe an overall time-limit for 
dIsposal of revision application, nor e\'en a time 
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limit within which a final order should be passed 
after the date of hearing. The Committee see 
no justification to let the revision application 
remain pending indefinitely even after the cue 
has been heard. They are strongly of the opinion 
that after the case has been heard, the orders on 
the revision application should be passed and 
copy of the orders supplied to the applicant 
within a specified period to be laid down by the 
Government. The Committee would like the 
Government to issue categoric instructions in 
this regard under intimations to them (the Com-
mittee) . 

Delay in typing 

The Committee regret that no tangible re-
sults in disposal of the pending cases have been 
achieved in spite of the measures 'l'eported to 
have been taken by the Ministry. It is rather 
shJcking that because of reponed shortage of 
typists, the gap between the passing of the 
order and t· 'ping of the fair copies is as much 
as two months. In the Committee's view the 
delay of two months at typing stage 1s inexcus· 
~ble. 

The Committee would like the Ministry to re-
organise the working of their typing staff and, 
if necessary, augment the typing strength, with-
out delay to ensure that at least at this stage 
there is no delay in the disposai of revision ap-
plications. 

Adversary hearing 

Much of the delay in the re\risionary pro-
ceedings could be rea'dced if adversary liearin~s 
were to be held. This would also give an oppor-
tunity to the Customs officials to present their 
case before the revising authority in person and 
would thereby obviate the delay caused in 
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movement of files from place to place and 
would reduce po.st hearing delays. 

Waiving prepayment of deposits 

The Committee feel that the present law 
gives unbridled discretion to the Appellate 
Authorities to waive pre-payment of deposits 
subject to certain con:fitions. In para 5.38 of 
their 28th Report on Central Exci~, the Com-
mitt'ee have recommended that Government may 
make a suitable provision in the Law giving the 
assessees two options viz. (i) he may either pay 
duty claimed by the Department first before 
filing appeal, revision application etc., and in case 
he wins the appeal he may get back the amount 
with interest or (ii) in the alternative, he may 
be allowed to file the appeal withO'llt payment 
of the amount of duty in dispute and in case he 
loses he may be liable to pay duty with interest 
thereon. The Committee recommend that a simi-
lar provision may be made in the Customs Law 
also in regard to payment of duty or penalty 
pending appeal with a view to discouraging 
frivolous and dilatory appeals/revision applica-
tions and expediting recovery of custom duty. 

Court cases 

The Committee are concerned to note that 
there is long delay in disposal of court cases in· 
regard to Customs disputes. In all 1633 cases 
are pending in courts relating to major Custom 
Houses, out of which 84 cases are more than 10 
years old, 328 cases between 5 and 10 years old, 
848 cases between 2 and 5 years old and 373 
cases less than 1 year old. A suggestion has been 
made to the Committee that with a view to ex-
pediting disposal of cases, separate courts be set 
up to deal with revenue and import trade con-
/trol disputes. The Committee have been in-
formed by the Ministry that Government have 
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approved the proposal for setting up special 
courts by ear-marking some of the existing 
courts for this purpose and the details are be-
~ng wol'iked out. In Bombay where a large 
number of Customs cases are pending the State 
Government of Maharashtra have ear-marked 
one of their courts for exclusively dealing with 
Customs cases. The Government of Maharashtra 
have agreed in principle to the creation of an-
other Court for dealing with Customs cases in 
Bombay. The Committee urge that the details 
of this proposal may be worked out expeditiously 
and the State Government concerned persuaded 
to ear-mark adequate number of courts from 
among the existing courts to deal with revenue 
and other similar disputes so that the pendency 
of old cases is cleared expeditiously and there 
are no undue delays in future in disposing of re-
venue cases. 

AppeUate Tribunal 

The Committee note that the n:eed for setting 
up an independent Appellate Tribunal for hear-
ing appeals in respect of Customs and Excise 
disputes has been emphaSized by the trade and 
industry for quite some time. The Committee 
have already dealt with this matter in paras 6.38 
and 6.39 of their 28th Report (1978-79) on Cen-
tral Excise. The Committee reiterate that Gov-
ernment should set up without further delay 
an independent Appellate Tribunal for settling 
disputes relating to Excise and Customs on the 
lines of' Income Tax Tribunals in deference to 
the near unanimous demand of the industry· and 
oft-repeated views of the Government appointed 
expert bodies in this regard. 

Smuggling 

The Committee feel concerned about the 
reports of sizeable quantity of gold being smug-

- - --------.- ._ .. ----
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gled into India and desire that serious considera-
tion should be given by Government to this 
matter. The Ministry have admitted that smug-
gling of gold into the country is bound to have 
adverse effect on the over-all national economy 
of the country. It may also generate malprac-
tices such as hawala ,transactions in foreign ex-
change, over-invoicing of exports, smuggling out 
of India certain other sensitive items and black 
money. The Committee are anxious that Gov-
ernment should take all possible steps to prevent 
smuggling of gold from gulf countries. 

The Committee desire that the effect of the 
various anti-smuggling measures taken by the 
Department should be constantly kept under re.-
view with a view to strengthening them where-
ever necessary from time to time. Attention 
should in particular be paid to the smuggling 
activities on the west coast which according to 
the Department accounts for 75 to 80 per cent 
Qf the total seizures. It is imperative that pro-
per coordination is maintained between the anti-
smuggling units of different Collect orates ot 
Customs controlling the West Coast. The Anti-
smuggling units in Cochin and Goa Collectorates 
should not o,nly keep watch over smuggling acti-
vities in their regions but also remain in regular 
contact with their counterpar~s in Bombay re-
gion to know the activities and modus operandi 
of smugglers. 

In view of the fact that smuggling has become 
more scientific and systematic involving big and 
;relQurceful people, Government should ensure 
that adequate equipment and organisation fs 
available to meet the challenges from smugglers. 

H arrasment to People 

7.45 During the tour of Study Group of EstiI11ates 
Committee to Cochin in January, 1979, they came 

---_ ... _----
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across some complaints of harassment of people 
by the Customs check posts situated inside the 
State. They were informed that instructions 
had been issued to check posts not to interrogate 
every passerby or the residents Of a place for 
possession of imported items except when they 
had definite information about smuggled goods 
being taken from one place to another. While 
the Committee are anxious that the preventive 
staff should keep a close vigil over the activities 
of the smugglers, they would like to emphasise 
that the ofticers in their enthusiasm should not 
harass innocent people. 

The Committee desire that the Directorate of 
Publicity should inter alie be given the task of 
educating public opinion against smuggling, and 
its bad effects qn economy. The Directorate 
should take imaginative measures to dispel from 
the mind of public the craze for imported goods. 
The Committee feel that proper education 
against the use of smuggled items will go long 
way in reducing smuggling o~ such goods. 

Involvement of Customs Offix:ers 

The Committee are pained to note -that a 
number of Customs Officers have been iilvolved 
in smuggling activities. During the year-1976-77 
and 1978, seventeen such Officers were found to 
have taken active part in smuggling of contra-
band goods. The Committee desire that the 
cases against these officers should be finalised 
quickly. They would like to be informed about 
the action taken in these cases. The CQrnmittee 
desire that supervision over the Customs Officers 
should be tightened to prevent recurrence of 
such cases. 

Involvement of diplomatic personal 

A more disturbing feature, which has come 
to the notice of the Committee is the involve-
ment of some diplQmatic personnel in smuggling 
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activities. Taking advantage of the immunity 
from customs examination of personal baggage 
and other goods imported by diplomatic person-
nel, the smugglers use sometimes diplomatic 
channels in furtherence of their activities. 
During the period 1976 to 1978 upto July, 1978 
some cases of seizures from diplomats occured 
anvolving illegal importation of wrist watches 
and other goods of the value of Rs. 40.91 lakhs. 
These cases are pending for adjudication/investi-
gation. The Committee suggest that the Mini-
stry should take suitable measures in consulta-
tion with the Ministry of External Affairs to 
check the involvement of diplomatic personnel. 

Working of the smugglers and foreign Exchange 
Manipulators (forfeiture of Property Act) 
1976 

The Committee are unhappy to note that 
there was a year's delay in the constitution of 
the Appellate Tribunal under the aforesaid Act. 
Although the Act was assented to by the presi-
dent on 25 January, 1976. 

It was only in January, 1977 that the Appel-
late Tribunal was constituted. The first batch 
of forfeiture orders were released in February-
March, 1977 as the· rules governing appeals 
against the orders of forfeiture were framed by 
the Tribunal only in February, 1977. The Com-
mittee cannot but deplore this unconscionably 
long delay in setting up machinery under the 
aforesaid Act They would like that the inordi-
nate delay in the appointment of the Tribunal 
and framing of the Rules may be looked into and 
the Committee apprised of result. 

The Committee note that competent authori-
ties who are to initiate proceedings under the -------------_ .. ----_.-._.-._---------
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aforesaid act in respect of persons and properties 
covered by this Act have to depend on the in-
come-tax ofticers and Customs authorities for 
preliminary reports. But the Competent Autho-
rities do not have any control over the Income-
tax Ofticers and Customs authorities and they 
are not in a position to direct these Officers to 
submit the relevant preliminary report expedi-
tiously. Nor have the Competent Authorities 
been provided with separate man-power or 
machinery for undertaking such preliminary 
enquiries which are now being dqne by the In-
come-tax/Customs authorities. The officers 
posted with the Competent Authorities have no 
statutory powers of enquiry. 

All this reveals a shocking state of affairs. 
There was an extraordinary delay in setting up 
the implementation machinery envisaged under 
the Act passed by Parliament. The machinery 
set up under the Act was neither given powers 
nqr manpower to act on their own nor given 
adequate control on the Income tax and Customs 
Authorities for initiating action in respect of 
persons and properties covered under the Act. 
This is not the way in which legislative inten-
tions of Parliament should have been given effect 
to. The Ccunmittee have not been informed as 
to whether the Competent Authorities brought 
their difficulties to the notice of the Government 
or put up any proposals for ~eing wested with 
statutory or other powers tOt de;> their job pro-
perly, when the lack of coordination between 
the Competent Authorities and income tax and 
Customs authorities was brought to the notice of 
the apprOtpriate quarters; what steps were at-
tempted to bring about the desired coordination. 
:In the Commili;tee's opinion, the present state 
officers will result in frustrating the will of 
Parliament manifested in the aforesaid Act. The 
Committee would like the Government to make 

-------------_ .. --.-- .. _---
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an immediate enquiry into the working of the 
maChinery set up under the said Act and:/overall 
and strengthen the machinery without delay to 
enable it to act without constraint in the per-
formance of its functions enjoined upon it by 
the said Act. The Committee would like to be 
informed of/ 'the action taken in the matter. 

Seizure a.nd Confiscation of goods 

The Committee note that the number of cases 
o~ seizure of goods imported in contravention of 
the Customs Act increased from 49556 in 1974 
to 62569 in 1975, 77252 in 1976, 144977 in 1977 
and 5736 in 1978 (upto April) but the value of 
pds seized decreased from Rs. 60 cmres to 
Rs. 45 crores, 36 crores, 29 crores and 13 crores 
respectively. The Committee are glad to observe 
the increase in the number of cases of seizures 
which is an indicater of the alertness of the pre-
ventive machinery of the Customs Deptt. TJte 
Committee, however, feel that a study of the 
reasons for decrease in the value of goods seized 
is necessary. This would help in having an idea 
about the nature of goods illegally imported in-
to the country and in planning the preventive 
strategy. 
Time limit for expeditious completion of in.vesti­

ga.tions 

The Committee feel that six months is too 
long a period to complete investigations and 
issue show cause notice except in some very 
complicated cases. It is not unlikely that be-
cause of the proviSion of six months in the law 
for issue of a show cause notice, the officers may 
tend to take things easy and delay the investi-
gations. The Committee would, therefore, like 
the Department to consider laying down different 
time limits for different types of seizures and lay 
down guidelines for expeditious completion of 
investigations and issue of show cause 
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notices at the earlist withO'ut waiting for the 
expiry of the stipulated period. In view 
of the fact that the number of cases of 
seizures have been on the increase the need for 
cutting down the period for issue of show cause 
notice and simplifying the procedure for adjudi-
cation is all the greater as otherwise the accumu-
lation of seizure cases will reach unmanageable 
proportions and throw the customs machinery 
out of gear. 

Adjudication of Cases 

The Committee note that all the end of July, 
1978 there were 7888 cases pending adjudication. 
out of which 738 cases were 1-3 years old a'nd 
446 were more than 3 years old. The Commit-
tee have been infonned that as a result of mea-
sures taken to review the old cases on a continu-
ing basis, a considerable progress has been 
achieved in liquidation of old cases by Decem-
ber, 1978. The Committee, however, find that in-
spite of the special measu'l'esreported to have 
been taken the number of 1-3 years old cases 
in Collectorates of Ahmedabad (14.3 per cent.) , 
Allahabad (9.09 per cent.), Bangalore (10.3 per 
cent.) and Guntur (10.6 per cent.) is still very 
high. In the Collectorates of Calcutta, Chandi-
garh, Delhi and Madras, the number of 1-3 
years old cases has surprisingly gone up after 
the special measures have been taken. The 
number has been increased from 13 per cent. to 
15.6 per cent. in Calcutta, 10.6 per cent to 13.8 
per cent. in Chandigarh 16.fi per cent to 24 per 
cent. in Delhi and 18 per cent. to 19.4 per cent. 
in Madurai. The Committee desire that Central 
Board of Excise and Customs should regularly 
monitor the progress of disposal of old I;:ases of 
sei.zUresand ensure that these are disposed of 
as 'early as possible and that there should be no 
undue accuminulation of old c~ses in future. 

-'. . . . . , ---.--.------ ----. -.... -----_ ... 
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Disposa.l of seized/confisca.ted go0d.8 

The Committee note that as on 31 December, 
1978, while the total stock of confiscated goods 
lying in the Customs godowns was of the value 
of Rs. 58 crores, the value of such goods ripe for 
disposal was only Rs. 7.5 crores. The value of 
confiscated goods disposed of during the last 
three years has been on the decline (Rs. 28.03 
crores in 1976, Rs. 13.7 crores in 1977 and Rs. 6.03 
crores in 1978) resulting in accummulation of 
large stocks in the custody of customs organise-
tion. The extant procedure for dealing with 
seized goods and disposing of confiscated goods 
ia time-consuming. The long periods of storage 
not only result in avoidable expediture on their 
storage but also result in .losses and deterioration. 
The possibility of malpractices also cannot be 
ruled out. The Committee feel that if the rate, 
of disposal of confiscated goods continue to dec-
line as it has declined during the last three years, 
/the 'accummulated stocks o.f conftscated goods 
would become unmanageable and will create 
;numerous problems for the Government. The 
Government would do well therefore to take 
legal pt'wers to dispose of seized and confiscated 
goods without waiting till appellate remedies are 
over and hold the proceeds in deposit to be dis-
posed of as required under the final decision. 

Disposal of vehicles 
8.56 The Committee note that 388 vehicles were 
8.56 lying with the Customs Department as on 

1 April, 1978, out of which 112 were lying for 
1-3 years, 113 vehicles were for 3-5 years and 
92 vehicles for over five years. During the period 
1976-78 an amount of rent of Rs. 13.341akhs was . 
incurred on hiring garages for parking the vehi-
cles. Out of these 388 vehicles, 153 were lying 
in the open and must have been considerabLY 
damaged. The Committee do not see any ad-
vantage in the Government action as a watch-

----,------- -- ---- ------ _.----_._--
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man for these vehicles, which after 3-5 years 
would be nothing but junk and may yield only 
a fraction of their book value. 

The Committee would like that a· com.plete 
and upto-date statement indicating the make of 
vehicle, year of manufacture, date of seizure. 
date of confiscation and value should be submit-
ted to them. 

The Committee would reiterate that the Gov-
ernment may examine the feasibility oi dispos-
ing of such vehicles if necessa·ry by amendment 
of the relevant law, immediately after their 
seizure, except where their disposal may weaken 
the case for prosecuting the smugglers, and 
divesting themselves of the respons'bility for 
keeping these vehicles at great cost. The Com-
mittee also recommend that case of each ve':lic1e 
lying at present in Government custody may be 
examined critically and steps taken to dispose 
it of as early as possible. It should also be ensur-
ed that, so lang as the vehicle lies in Govern-
ment custody it is kept in a safe and covered 
place 80 that it remains in good condition and 
fetches the best possible price at the time of 
disposal. 

Disposal Of Diamond/precious stones 

The Committee desire that the Central Board 
should ensu're that diamond, precious and semi· 
precious stones with the collectorates of Madras, 
Chandigarh, Ahmedabad, J aipur and Shillong 
are transferred to Bombay Collectorate and/or 
disposed of expeditiously. They would like the 
Central Board to ensure that the d;amonds and 
stones aore kept in safe custody and are duly ac-
counted for and are not stolen, lost cr replaced 

The Committee have been informed that 
according to the decision of the Government cut 
and polished diamonds and confiscated synthetic 
textiles are to be di&q>osed of by way of re-export 
out of India. Steps are being taken for arrang-

----- ._---_._ .... _--
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ing re-export of such textiles either in fabrIc 
form or after conversion into garments. Cut and 
polished diamOnds are being disposed of by 
customs Houses for export out of India. The 
Committee desire that instead of giving general 
instructions in this regard concrete schemel! 
should be drawn up to re-export textiles and cut 
and polisned diamond and responsibilWes assign-
ed to designated omcers/collectorates and watch 
kept by the Central Board on the progress of re-
expO'l't of these items. 

Disposal of Watches 

8.60 The Committee have been informed that 

8.61 
a.62 

35000 confiscated watches are now awaiting dis-
posal with the customs. It has been decided to 
hand over the confiscated watches to Hindustan 
Machine Tools but the Hindustan Machine Tools 
have not yet finalised the detailed working 
arrangements for disposal of confiscated watches. 
The Committee desire that the matter should be 
pursued with the Hindustan Machine Tools and 
the Committee informed about the outcome In 
concrete terms. 

Pilfrevent Losses of goods in ColZectorates 

The Committee find from the statement fur-
nished to them that during the period of three 
years 1976 to 1978, stock verification was done 
only once in Indore and Poona Collectorates. 
twice in Delhi and Bhuvaneshwar Collectorates 
and thrice in Vishakhapatnam, Calcutta, Bombay 
and Poona Collectorates. The Committee are 
not happy over the non-observance of the pro-
cedure by the Collectarates. The Committee 
desire that it should be the responsib1Uty of the 
Collectors to ensure that stock verification is 
done twice a year according to the procedure 
and the Central Board should through periodic 
statements ensure compliance with the instruc-
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tions issued in this regard. The Committee 
would like to be informed of the actioll taken for 
stock verification in each collectorate within six 
months. 

The Committee are concerned to find some 
cases of pilferage and losses of goods in some 
collectorates dU'l'ing the period 1976-78 in Cen-
tral Excise Collectorate, Delhi. Textiles valuing 
Rs. 1,10,829 We're lost. In Central Excise Col-
lectorate Guntur gold valued Rs. 109150 was sub-
stituted by three Superintendents and one ins-
pector. Toe matter has been investigated by the 
Central Bureau of Investigation and the case has 
been referred to Central Vigilance Commission 
in January, 1979. The Committee would like to 
be informed of the action taken against the per-
sons concerned in both these cases. The Com-
mittee also desire that necessary steps should be 
taken to tighten up security measures in all 
Collectorates to ensure that goods in the customs 
godowns are not lost. FOr this it is necessary 
that stock verification should be done at regular 
inte'l'vals and periodical surprise visits are also 
made to the godowns by the Senior officers. 

Staff Strength 

The incoming passengers are a source of 
revenUe to the country. The minimum that they 
expect in return is quick customs clearance 
which is not too difficult a task jf adequate staff 
is deployed at the International Air ports. The 
Committee find that even after staff studies, the 
additional staff is not posted expeditiously. The 
Committee note that another joint study of staff 
requirements by the Directorate of 0 & M and 
Staff Inspection Unit is underway at Bombay and 
Delhi. The Committee are of th~ opinion that 
the staff studies should dete'l'mine norms with 

--_._-----------
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reference to passenger traffic at peak hours and 
when the traffic grows, the staff strength should 
be increased automatically acc;ording to the 
norms. It should not be necessary to undertake 
staff study a fresh every time increase is report-
ed in traffic. There should be no delay in filling 
up the additionally sanctioned posts either. The 
Committee consider that it is the responslbility 
of the (!ustoms Department to provIde adequate 
staff at airports for clearance of passengers 
quickly so that the inconvenience caused to them 
because of delay in Custom Clearance is mini-
mised. 

The Committee find that whereas according to 
staff studies already made, Directorate of 0 & M 
had recommended 61 additional posts for Air 
Pool Bombay, the Integrated Finance of the 
Ministry had cleared only 26 posts. For intro-
ducing 3 shift system, Bombay CUl:ltoms also re-
quires 3 more AiT Customs Inspector; and 43 
more Air Customs Officers; Delhi t.oo requires an 
additional strength of 30 Air Customs Officers. 
The Committee feel that where studies already 
made have established the need for additional 
staff, the sanctioning and posting of additional 
staff should not be delayed. Th~ Committee 
would like to be informed of the progress made 
in the posting of additional staff. 

The Comm!ttee also recommend that the addI-
tional staff proposed for Air-port Customs unit 
at Trivandrum and the additional staff sanction-
ed for Air Cargo Unit there should he posted ex-
peditiously so that the Trivandrum customs can 
start providing efficient service to passengers 
and importers/exporters at the earliest'. 
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Clearance of passengers at the International 
Airports 

According to the information furnished by 
the Ministry during the first two weeks after 
the introduction of the new system, the averages 
time taken for clearance per passenger has con-
siderably come down. In Bombay the average 
time which was 1-3 hours per flight during one 
week before the new system, is stated to have 
come down to 30 minutes during first and second 
week after the introduction of 2-channel system. 
In Delhi the average time came down to 1-minute 
(green) and ~15 minutes (red) per passenger. 
In Calcutta It had come down to 11 minutes and 
in Madras 1.20 minutes. The figU'res of average 
time furnished by the Ministry are in respect of 
"per flight" for Bombay and "per passenger" for 
other Airports and as such, it is difficult to com-
pare the efficiency ratios at these airports. The 
Committee would like to be apprised . of the 
average time per passenger in respect of all the 
international airports. 

It has not been explained by the Ministry 
as to why the average time in clearing passengers 
at Calcutta is as high as 11 minutes per passenger 
when at Delhi it is only 1 minute (Green chan-
nel). The Committee would like the Central 
Board to look into the matter and improve the 
situation at Calcutta so as to bring it at par with 
Delhi. 

The Committee desi'l'e that t.he working of 
the 2-channel system should be kept under cons-
tant watch. The Committee would suggest that 
figures of average clearance time pet p~ssenger 
should be maintained in respect of each ai'l'ports 
separately and periodically compared to see 
where and why the clearance time is compara-
tively high and remedial measures taken to keep 
the eftlclency of customs clearance at optimum 
level. 
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9.47 A number of complaints have been made to 
the Committee about the behaviour of customs 
officers towards the passengers. It has been 'l'e~ 
presented that when ,not~so-affiuent looking 
Indians come back to India. from abroad, they 
are treated in a "very bad and pitiable manner". 
The Committee welcome the instructions issued 
by the Department to Customs Officers to treat 
the passengers courteously and other arrange~ 
ments reportedly made for the convenience of the 
passengers. But unless these instructions are car~ 
ried out in letter and spirit and unless facilities 
provided in Customs Hall actually made avajJ~ 
able to the passengers, the image of the customs, 
which was not very goad till some time ago, 
would not improve. The Committee suggest that 
while welcoming the incoming passengers into 
the Customs Hall over tbe public address sys-
tem, passengers should also be informed of the 
salient points of the ba.ggage rules partictUarly 
customs free baggage allowance, and repeatedly 
informed that in case of any difficulty they may 
meet the Assistant Collector on duty. The As-
s;stant Colle~tor on duty and the Customs Supel'-
intendent should, on their own !llso, meet the 
passengers at random and offer them advice and 
help, if it is needed. 

9.48 The Committee would also suggest that sug-

9.61 
to 

gestion form should be given to every passenger 
whose baggage is opened and checked a,nd the 
passengers advised to send the suggestions forms, 
duly filled in, directly to the Collector of CUI!-
toms in cbarge of the A;rport by post. The sug-
gestion form should be aclmowledged on receipt 
and action taken on the sUJ~gestion!; intimated to 
the passengers concerned. 

Baggage Rules 

During on-the-spot study visits to Delhi and 
Trivandrum airports, the Committee were dis-

tressed to find that in spite of the steps reported 
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to have been taken, to give publicity to baggage 
'rules, the incoming touri:;ts and passengers had 
no clear idea about the baggage rules in vogue in 
the country. The Committee desire that a gist 
of baggage rules should be made available to the 
(1) the Indians going abroad by Airlines travel 
agents etc. when they buy ai~ tickets in the 
country before they leave, and (2) the foreigners! 
tourists by our embassies, Tourist offices and Air 
India offices abroad. If information about bag-
gage rules is not available to incoming passenger 
well before the commen~ement of the air jour-
ney, the passenger is likely to be put to a great 
inconvenience which can be avo'ded only by a 
systematic and timely dissemination of informa-
tion in this regard. 

Translation of Baggage rules in regional/foreign 

Languages 

It is stated that the Department propose to 
have these rules translated in regionallanguagee 
and some foreign languages. The CQmmittee 
desire that this should be done without loss of 
time and copies of the rules in foreign and 
regional languages should be made available to 
all those who may express a desire to have them. 

Expansion of International Airports in 'India and 
const'l"uction of new terminal buildings at Santa-

cruz, Delhi and Madras Ai.rports 

The Committee desire that the Department 
should ensure that at least basic amenities are 
provided in . the proposed Gulf Tenninal at 
Born bay Airport. 

The Committee hope that the construction of 
fiorst-phase of the terminal building would· be 
completed according to the time-schedule laid 
down for this purpose to provide some relief to 
the passenger at Bombay Airport. 

--'-'~'-"- -_.-._--._-_ .. _-- - ---------. 
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The Committee are informed that feasibillty 
reports for expansion of Terminal Complexes at 
Bombay (Phase-II), Delhi (Phase-I), and Madras 
(Phase-I) have been under considerabon of Gov-
ernment since last year. The spa~e available at 
present at these airports, pa'l'ticularly at Bombay 
and Delhi air terminals is re,porteti to be ex-
tremely inadequate and the position is sure t.o 
become more acute in the future with the growth 
in traffic which is taking place at iast pace. In 
view of this, the need for expeditious c1eannce 
of feasibility reports cannot be over emphasised. 
The Committee would like Government to take 
speedy action on the feasibility reports in the 
interest of relieving congestion at the interna-
tional airports. 

Amenities and facilities for passengers 

The Committee regret to note that not only 
space is inadequate in the arrival halls at inter-
national airports but even some basic amenities 
required by the passengers are also lacking. 
The air-conditioning at Bombay Airport is in-
adequate. There was absence of snack bar 
.facilities in the arrival hall at Palam. Insuffi-
cient toilet facilities aggravate the difficulties 
of passengers. It has also been complained that 
the hand trollies in which passengers can move 
their luggage to the counters for examination 
are not only inadequate in number but also 
defective. The Customs should look into the 
number and condition of trollies at each airport 
without delay and ensure that adequate num-
ber of trollies in fit condition are always avail-
able for the use of passengers. 

The Committee have been informed that col-
lectors at the major Customs Houses had been 
asked to undertake the survey of the existing 
amenities and facilities at airports such as 
effectiveness of air-conditioning plants, avail-
ability of soft drinks, snack bars, self service 

._----_._--_ .. --_ .. _-------
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trollies etc. These survey reports have been 
received and the matter has been taken up with 
the Airport Authority at the respective airports. 
The Committee feel that it is the responsibility 
of the Customs Department to ensure that all 
necessary amenities are provided to the incom-
ing passengers in the Customs Hall. The De-
partment should provide sufficient number of 
chairs for the passengers particularly for 
women with infants at pOints where they have 
to stand in queues for immigration and Customs 
clearance. The Department should also provide 
adequate number of toilets at the appropriate 
place and make available drinking water in the 
Customs Hall-the two basic facilities needed 
by passengers after long journey. 

Movement of Luggage 

It should also be ensured that baggage is 
brought from the aircraft to the conveyer belt 
in the Customs arrival hall as quickly as pos. 
sible. In case of delay in the arrival of bag-
gage the customs officers should immediately 
get in touch with the representatives of the air-
lines concerned and sort out the difficulties. 

The Committee note that Facilitation Com-
mittee have been set up for considering issues 
relating to passenger clearance at the Inter-
national airports. On these Committees, vari-
ous agencies such as Customs, Immigration, 
Health, International Airport Authority and 
Air-lines are represented. On the high level a 
Facilitation Committee has also been set up 
under the Chairmanship of Secretary, Depart-
ment of Tourism and Civil Aviation with Mem-
ber (Customs) as one of the members. The 
Committee hope that the Facilitation Commit-
tees at the airports keep amenities provided and 
required at the airport under careful watch and 

-----_.- •.. ---~ 
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ensure that the basic needs of the passengers 
are met in full measures. 

Land and Sea Customs 

The Committee note that at the Attari Rail-
way Station, the tk'ain'halta for about two hours 
of the Land Customs Stations on Indo-Nepal 
and Indo-Bangaladesh borders are not adequate. 
The Committee hope that Government will take 
necessary steps for constructing suitable build-
ing with adequate facilities for passengers at the 
Indo-Nepal border and at Petropol on Indo-
BangJadesh border as quickly as pOSSible, so as 
to provide reasonable facilities and amenities 
to international passengers crossing the borders 
as well as to the staff posted there on duty. 

Arrangement at Indo-Pakistan Border 

The Committee note that at the Attari Rail-
way Station, the train halts for about two hO'W'S 
to enable passengers to get down with their bag 
and baggage for customs and immigration clear-
ance. The passengers have to wait there per-
force for about 2 to 2i hours irrespective of the 
fact whether the passenger goes through the 
customs and immigration formalities first or 
last. After getting immigration clearance, the 
passengers carry their luggage with or without 
the help of porters, who charge high rates for 
taking the luggage to the Customs counters 
situated at the other end of the platform. After 
customs clearance, the passengers reload their 
luggage in the train and the entire process 
takes over 2 hours. The Committee have stu-
died on the spot the existing arrangement at the 
Attari Railway Station for clearance of passen-
gers and their baggage by customs, immigration 
and health authorities. These arrangements, 
the Committee regret to say, are wholly unsatis-
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factory and inadequate. The procedures are 
time-consuming and cause great hardship, phy-
sical as well as financial, to the large number 
of passengers. The solution to the passengers' 
problems lies in shifting the immigration and 
customs check posts from Attari Railway Sta-
tion to Amritsar Railway Station as was the 
case in the past. 

But pending shifting of the customs and other 
check posts to Amritsar, the Study Group of the 
Committee, had after an on-the-spot study of 
the problems and discussions with knowledge-
able persons, made certain suggestions to the 
Ministry in July, 1978 to readjust the position-
ing of the train at the platform and customs 
and immigration checks to mitigate the hard-
ships of passengers. The Ministry had stated 
that the suggestions were being examined. But 
the Committee regret that they have not been 
informed of the outcome of the examination of 
the suggestions. The Committee urge that the 
arrangements suggested by them may be tried 
on an experimental basis immediately and im-
provements where necessary made in the light 
of passengers reactions, and the Committee ap-
prised of the results within 3 months. 

The Committee have noted and the Ministry 
have also admitted that the Attari Railway Sta-
tion is only partially covered with shed, which 
is too high to give adequate protection against 
strong wind or rain. There is no holding lounge 
where an intending immigrant whose papers 
might be found incomplete ot" defective on 
examination could be kept till his return by 
train the next day. At present such persons are 
'reportedly kept waiting on the open platform. 
The Committee strongly feel that pending the 
shifting of checkpost from Attari Station to 
Amritsar Station some stop-gap arrangements 

--_._------------_ .. _------------
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should be made to provide reasonable protec-
tion to passengers against the vagaries of wea-
ther and to make the conditions at the platfQ1'Jll 
reasonably tolerable. 

Trolleys for carrying luggage 

The Committee feel that as has been done at 
Airports, the Customs authorities should in 
consultations with Railway authorities arrange 
to provide trolleys at the Attari Railway Station 
to enable the passengers to carry their baggage 
to customs counters and bring it back to the 
train after customs clearapce, without being 
dependent on the porters. 

Shifting Of clearance faCilities to Amritsar Rail­
way Sta.tion 

With regard to the shifting of the clearance 
facilities from Attari Railway Station to Amrit-
sar Railway Station, the Committee note that 
the Ministry of External Affairs have no objec-
tion to its shifting to Amritsar, but the Ministry 
of Home Affairs have not yet given their con-
currence. The Committee are of the view that 
the location of customs check post at Attarj 
Railway Station, where the arrangements to 
handle the international traffic are utterly in-
adequate is a very unsatisfactory arrangement. 
The Committee feel that, for the convenience 
of international passengers, the Immigration and 
Customs Check Posts should be shifted from 
Attari Railway Station to Amritsar station from 
after making suitable safeguards against smug-
gling and other· unlawful ·activities. The Com-
mJttee would like' the (k)vernment to take an 
early decision in the mait.r. 

.. ... ~ ......... .". .. 
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79 10.39 to The Committee feel that the existing arrange-

80 

10.40 ments at the Customs checkposts at Attari 
border are not at all satisfactory. The check· 
post is housed in a building which is outmoded 
and deficient in modern facilities. Tourists are 
put to great inconvenience in covering a distance 
of about 200 metres between the checkpost and 
the border, particularly in hot weather or rainy 

10.59 to 
10.61 

season. ... 

When the inadequacy of arrangements at the 
Attari Customs checkpost has been admitted by 
Government and difficulties faced by tourists are 
too well known, there should be no reason to 
delay the finalisation of the proposal to oon* 
struct a new building and provide much needed 
relief to the tourists. The Committee would 
urge the Government to take an immediate 
decision in the matter and implement it speedi-
ly. The Committee would like the Government 
to make sure that the proposed building would 
not only meet the immediate needs of the tou* 
rists and customs, immigration and health au-
thorities but will also have adequate scope for 
expansion of facilities to cope with the growing 
international traffic across this border. 

Warehousing facilities at Seaport 

The Committee recommend that a compre· 
hensive assessment of the warehousing accom· 
modation available at the ports and the accom~ 
modation required to store imported goods now 
and in the future may be made by the Central 
Board and the question of expansion of storage 
facilities in Port Trust Warehouses and of ap-
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pointing other suitable warehouses examined in 
consultation with the authorities concerned 
with a view to solving the storage difficulties of 
importers. The Committee also suggest that the 
facility of warehousing the goods at places in 
inland areas which is permitted under the Rules 
should be given wide publicity and granted 
liberally subject to usual safeguards to meet the 
storage needs of importers. The Committee 
would like to be informed of the outcome of the 
assessment made and arrangements made or 
proposed to be made to cope with the situation. 

Wa.rehousing of goods under section 49 Of the 
Act 

A Public sector undertaking has brought to 
the notice of the Committee that Calcutta Cus-
toms House is not allowing facilities of ware-
housing of materials under Section 49 of the 
Act, before payment of duty. The Ministry have 
stated that goods deposited in a warehouse under 
provisions of Section 49 of the Act are not 
deemed to be "Warehouse goods" and as such 
the Customs Houses have necessarily to obtain 
either a bank guarantee or a duty deposit to 
cover the Customs duty involved before allow-
ing any goods to be deposited in terms of Sec-
tion 49 of the Act. The representative of the 
Ministry of Finance admitted during evidence 
that Uthere is some confusion here. In his opi-
nion the duty should not be asked, but some 
collectors feel it should be asked for". The 
Committee would like the matter to be examin-
ed and clear instructions issued to all concern-
ed without delay 80 that there is no confusion 
on this account anywhere. 
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Organisational set-up 

The Committee desire that early action should 
be taken by the Board on the recommenda-
tions made by the Directorate of 0 & M Ser-
vices. 

The Committee note that except small rou· 
tine studies, no major study for systems re-orga .. 
nisation of Customs Department has so far been 
undertaken by the Directorate of 0 & M. The 
Committee would like the Directorate to concen-
trate on fundamental matters like organisation 
and methodology of various disciplines and ser .. 
vices including administrative and procedural 
reforms, efficiency in management forms of 
management, computation, circulation of data, 
anti-smuggling and anti-corruption measures 
etc. 

The Committee would like to be apprised of 
the follow-up action taken in the light of stu-
dies made by the 0 & M Directorate and the 
Staff Inspection Unit and the results achieved. 
The information should be furnished under 
various head~ like staff economy (in numbers 
and in terms of money) staff augmentation, pro-
cedural reforms, efficiency norms, etc. 

11.25 In view of the fact that both Staff Inspection 
Unit and 0 & M Directorate of the Central 
Board are undertaking studies of staff needs of 
the various wings in the Custom Houses, it be-
comes necessary to establish perfect liaison be-
tween the two Departments so as to ensure. that 
there is no overlapping In the Studies under-
taken by them. The two· organisations should 
keep constant coordination ~in selecting units 
·for staff·studies and- exchlfllge notes on metho-
dology and ensure that they. do not function at 
cross purposes. 
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Air Cargo Complex at Tri'Ottnhm 

The Committee are informed that in defer-
anced to the demand from the trade, the propo-
sal to set up an air cargo complex at Trivandrum 
has been accepted in principle. The Committee 
hope that the requisite staff for manning the 
proposed cargo complext at Trivandrum has 
been posted by now as assured during evidence 
and the complex has started functioning in a 
regular way. 

Office accommodation in Bombay, Custom 
House 

85 11.31 In view of the high rent of nearly Rs. 63 
lakhs per annum being paid by Bombay Cus~ 
tom House, the need for having a Government 
building for meeting all the needs of the Cus~ 
tom House cannot be overemphasised. .The 
Committee regret that the assessment of shor-
tage of office accommodation made in 1972 has 
been found to be off the mark within six years 
and the demand has outstripped the accommo-
dation to be available in new building under 
construction even before it is ready. The Com-
mittee desire that before acquiring another plot 
of land for further construction, the present 
shor~age of accommodation should be carefully 
assessed in consultation with the Ministry of 
Works and Housing and new construction if 
necessary. should be so planned that it is ad~ 
quate not only to meet the present requirements 
but also provide for meeting the foreseeable 
increase in demand for more space. The Com~ 
'mittee, however, desire that before going in for 
new construction for the customs the Ministry 
should explore the possibility of acquiring ware-
houses and office accommodation from the other 
public bodies and the Government should go in 
for new construction only, if their needs cannot 
be met by other Government and semi-Govern-

----------
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ment organisations. 

Sta.ggering of office hours of Customs sta.ff a.t 
Cochi" 

The Committee feel that there is force in the 
demand of the exporters of fish in Cochin that 
the services of the Customs staff should be made 
available without payment of overtime by the 
exporters for handling export consignments of 
fish which in view of the perishable nature of 
the commodity have to be shipped after sunset. 
In view of the fact ~hat this cargo is loaded only 
twice a week, there should be no difficulty in 
staggering the duty hours of the staff on these 
two days through a duty-roaster. During evi-
dence, the Finance Secretary agreed to go into 
this question. The Committee desire that neces-
sary steps in this regard should be taken without 
delay. This facility should be extended to other 
ports where fish consignments have to be loaded 
only in the evening in view of the perishable 
nature of the commodity. 

GMGIPMRND-LS 11-356 LS-18-7-1979-1100. 
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