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§ INTROPUCTION

|, the. Chairperson, Public Accounts Committee (2015-18), having been
- authorized by the Committee, do present this Fiftieth Report (Sixteenth Lok |
Sabha) "on  Action Taken by the  Government. on the-
Observations/Recommendations of the Comniiites comaineﬂ in thefr Twenty
T T~ Third Report-(Sixteenth Lok Sabha)_on ‘Indian _Cfli__stoms Electronic Data
Interchange System (ICES 1.5)" relating to Ministry of Finance [Departn‘tér-if

of Revenue),

2. The Twenty Third Report was presented o Luk Sabha and laid in Rajya
Sabha on 413t August, 2015 Replies of the Government o al the.
EDbEewattonsfﬁécqmmendaticns contﬁfned in the Report were received. The
Public Accounts Committee considered and adopied the Fiflieth Report at their
sitting held on 26 April, 2018, Minutes of the sitting are given at Appendix [,

i
]

3. For facility of reference and convenience, the Observations and
Recommendations of the Committee have been printed in thick type in the

body of the Repart.

4, The Commitiee place on record their appreciation of the assistance
rendered to them in the matter by the Office of the Comptroller and Auditor

General of India.

5. An  analysis of fhe “action - taken by the Goﬁérnment ‘on- the
Observations/ Recommendafions .confained in the Twenily Third Report
(Sixteenth Lok Sabha) is given at Appendix-if.

- NEW DELH]; : PROF. K.V. THOMAS,

25 Aprit, 2016 _ . Chairperson,
5 Vaisakha, 1938 (Saka) Public Accounts Commiitee,
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REPORT
PART -1 |'
INTRODUCTORY
This Report of the Public Accounts Committee deals with the Action Taken

by the Government on the Observations and Recommendations of the
Committee contained in their Twenty Third Report (18" Lok Sabha) on "Indian
Customs Electronic Data Interchande System (ICES 1.5)" based on C8AG

Repori No. 11 of 2014 relating to Ministry of Finance (Department of Revenue).
|

2. The Twenty Third Report (16" Lok Sabha), which was preéented to Lok
Sabha and laid in Rajya Sabha on 13" August, 2015, contained 15 Qbservations
and Fiécommehﬂéﬁons. Action Taken Notes in respect of all thelobservations '
“and Recommendations have heen received from the Ministry of Finance

{Department of Finanlce) and are broadly categorized as under:

{iy  Observations/Recommendations which have been accepted by the
Government:

Para Nos. 1,4,5,8,10,14,15
Tofal: 07
: Chapter - I
(i)  Observations/Recommendations which the Committee do|not desire to
pursue in view of the replies received from the Government:

Para Nos. 6, 12
Total: 02
Chapter - lii
(i Observations/Recommendations in respect of which replies of Government
have not been accepted hy the Committee and which requir? reiteration:
!
Para Nos. NiIL
: Total: Nil
| Chapter - IV
(V) Observations/Recommendations in respect of which Government have
furnished interim replies:

Para Nos, 2,3,7,9,11,13
. Total: 06
Chapter -V



3, In their Twenty Third Repdrt, the Committee examined the Indian Customs

Electronic Data Interchange System (ICES 1.5) of the Minisiry of Finance

(Department of Revenue) and found the following shortcomings:

1)

Nonuassessmént of the cost and time involved in the upgradation of
ICES to ICES 1.5

Non-availability of the total number of Single Sign-on Identify
{SSGID), issued to the local user by the DoS for accessing EDI
systél;fm, in 10 out of 19 EDI locations

Irregularities  in the assessment and delay in the updation of
exchange rates resulfing to short levy of duty of Rs.2.29 crore,
Inact;iun of supervisory officers 16 resclve the persistent technical
faulta’| software error in ICES application |
Poor functioning of Local Risk Management {LRM) and the lethargic
attitude of CBEC on the constitution of LRM-Committee ait each
Custom House’

Inability of Customs. Offices to work on ICES due .to untrained
officers and staif '
Concern over the effectiveness and capacity of ICES regarding
accurate determination of Anti-Dumping Duty on import shipment
Uncertainty on the custom implications of online shopping

Lack of proper planning on the procurement, distribution and
utilization of thin clients terminals

Non linkage of ICES 1.5 with ‘SEZonline' portal of the Ministry of

Commerce.
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4, The Action Taken Notes furnished by the Ministry of Finance (Depariment
of Revenue) in respect of all Observations and Recommendations of the
Committee have been reproduced in the relevant Chapters of this Report. The
Committee will now deal with the Action Taken by the Government on the
Observations and Recommendations made in the Original Report which either

need reiteration or merit comments.

5. The Committee observed that Sections 46 and 50 of the Customs Aci,
1962 stipulaie that import/export dDGl:JmEHTS are mandatorily required to be filed
electronically through Electronic Date Exchénge (EDI} system. In order to
prevent misuse, CBEC. |55ued mstructlans in May 2011 that manual processing
and clearance of lmpc:-rtﬂ’export gouds shall be allowed only in the rarest of rare
~and genuine cases. Audit has pointed cut that out of 116 EDI enabled locafions,
1ori1y in 89 locations, electronic filing of import documenis was carried out, out of
which, in 29 ic-catiuhs, less than 500 Bills of Entries {Bes) were filed during 2012-
13.  Similarly, export documents were filed in 99 locations, out of this in 20
locations, less than 500 SBs were filed during the same pertiod. The Commiiiee
noted that manua! filing of SBs were higher at Commissionerates in Chennai Alr,
Kochi, Goa, Nagpur and Keolkata Airport, ranlglng between 4.77% to 23.76%. The
-.. Committee fail to understand as to how ’cheI CBEC allowed such rampant non-
adherence to its instrustions, both in terms of number of iocations adopting
electronic filing and high percentages of manual filing at major locations, They
therefore, recommend that siringent actlc;iun be initiated against responsible
authorities in the identified ccmmissione;rates for such indifference to its
directions. The CBEC have now informed tﬁe Committee that the percentage of
manually assessed documents has been recﬁucing over the years and presently it
s less than one percent of import documents and less than 2.5 percent of export
documents. The Commitiee desired that the Ministty should furnish a
Commissionerate-wise Statement to them providing details of those covered
under their EDI net till date and the percentage of manual filing of documents by
those, if any. The Commitiee recommended that CBEC should take appropriate
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measures and remove the constraints, if any, in ensuring 100% electronic filing,
as it will bring better accountability, efficiency and transparencyl in the Customs

Department,

(Recommendation Para No.2)

8.  The Ministry of Finance (Department of Revenue) in thair Action Taken

Motz have stated as under:-

¢ "The commissionerates have reported that manual BEs bécome necessary
in some excepiional cases mostly where certain standard pre-requisiies 1!‘01'
online filing, like IGM/ invoicef AWB number etc are not available, giu:en
the exceptional nature of the ftransaction. For instance, in case of
goldisilver/diamond items allowed to be exported/ re-imported throdgh
hand carriage, filing of B/E through EDI i.s. not possible'due fo n:;nné
availability of IGM details, in the case of hand carriage. Simila;ly, in r.‘.ase; of
chartered flights and non-scheduledflights, the Air way Bill number is non-
standard, hence there is no alternative but to resort to manual filing of Bill
of Entry. In cases of import of capital goods through EPCG Annual
Licenses, EDI BfEs could not be filed due to the fact that the Licel 50
details transmitted by DGFT does not contain item-wise details, which |s a
must for debit of EPCG Scheme Licences under ICES Software.

« Some other instances where manual filing becomes necessary are listed
below. EDI connectivity is not established. Even where it is establis;hed
there are issues related to availability of power in smaii locations. In some
cases, custodian has nof provided requisite information teu:;hnr;:,ic:rg*_,»r
infrastructure.In some instances, the WANcable provided by the BSNL}N&S
cut due to digging up of roads done by Municipality, PWD, etc. In éuc:h
instances, there is no alternate but to resort to manual filing of documeﬁts.

» Maijor portion among the total manual S/Bs filed is with respect toPublic
Sector Oil Companies for Aviation Turbine Fuel {ATF) supplied by them for
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fuelling Aircrafts. As there is no Airway Bill, it is not possible 1o file this on
EDI |

Another major Instance of manual $/Bs werefare af the time of ex-bonding
of Alrcraft stores already warehoused by Airdine Companies. Bonded
Adircraft Stores (Procedure) Regulations, 1965, allows the facilityr of filing an
application in Form 1 for the clearance of goods warehoused for use as
stores in foreign-going aircraft, which is to be deemed as shipping hill.

In case of certain exemplion nofifications, the conditions cannot be
automated without a major system change, thus manual Bill of Entry has to

be allowed. For tnsténce, in the case of FTA benefits, the system was; not

_'_-_:_i-;es_igne:'d: 1o accept two Customs Nofifications c.lai_mecl-sim_w_tanenusly. and

such Bills of Entry had to be filed manually. However, this has now been
rectified. ; | | |
For conversion { reversion of vessels, where Bills of Enfry have o be_[ﬂled
for Bunkers, provisions efc, filing in EDI system is not possible as there is
no invoice in such cases and the Bills of Entry are being filed manually.

Sometimes manual filing of Shipping Bills has been resorted due to the

fact that assessment was provisional,

However, as ¢an he seen, such transactions form a very small percentage
of the total number of documents filed in customs, and it would not be
feasible, nor from cost-bensafit point of view to develop EDI process flows
for each of these kinds of exc¢eptions. Uniike in the case of say precioué
cargo, where the volume/ magnitude/ revenuef/ preveniive implication of
these documents was significant enough to warrant development of a new
process flow. In 1 all other cases as listed above, the wvolumes of
transactions of such nature are too low fo warrant such parallel
developments and have to be limited fo exception handling i.e. through
manual documentation. However, as prescribed by the Act, this is done
only with the approval of the juisdictional commissioner. It cannot

therefore be said that there is rampant non-adherence to Ministry's
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instructions by commissionerates. Nevertheless, in view of the Hon'ble
Committee’s observations, the instructions to the field are being re-
iterated. The commissionerates which have an exceptionally high leve! of

manual filing as compared to the average will also be suitably sensitized.

(B) Details of manual filing of bill of entry and shipping bill as reported by

the Commissicnerates is shown below.

- Bills of Entry Shlpping bills ]
Comtilssione | Year | EDI Manual | % of B/E EDI | Manua | % of
tatefFormatio : I siB
n H
Chennai Air | 2013- | 242,470 | 413 017 | 306,235 | 20379 | &7
14 . .
2014- | 248493 |: 403 | 016 | 365260 | 29,590 | 7.5 |
15 _
Kolkata Air ~ 2013-14] 54157 108 0.2 81208 | 10719 | 11.7
Cargo 2014- | 54212 28 0.9 82641 | 9050 | 9.8
15
Alrport, ACG, |2013- | 333201 2684 0.09 254817 | 3337 | 1.29
Bengaluru 14 :
2014- | 366599 175 0.05 271899 | 4328 | 1.57
15
City Customs, | 2013- | 49421 275 0.55 78290 201 | 0.37
Bangaluru 14
2014- | . 58004 490 0.83 {07802 | 594 | 055
15 .
Noida 2013- | 54456 643 1.00 152291 0 0.00
Customs 14 B
2014- | 55232 53 011 | 165568 0 0.00
i5
[Hapur 2013- [ 1312 0 0.00 25406 0 | 000
14 :
2014- 1489 | O 0.00 26164 0 0.00
15 | '
Mandideep 2013- 547 | O 0.00 All 8/Bs 0 0.00
ICD{Bhepal 14 ’
Commlssione | 2014- 503 i 0.2 Do- 0 0.00
rata) 15 -
Ralpur 2013- 236 5 2 662 0 0.00
14
2014- 260 7 2.6 620 0 0.00
15




Paradeep 2013 1055
14
2014- 1181
15
Mangalore 2013- 7355
NGH
2014- 8153
15
Vijaywada 011044 5098
15t
29102/
16
Visakhapatoa 20140

m
lm [J Dl't, 1GD,
TKD '

Expori, ICD,
TKD

ICD, PPG
8ors,

121112

29 5864

1452

360 | 2544 | NA - B
51 | 3218 NA 1 -
573 W—WTW
346 o7 | 9221 | 253 | 267 |
WT 0.72
R

177

173

4737

0.03

1 22589

2?6 364

ACG, Export, . | BO108 0.18 0
NCH
New Delhi .
-Do- . 61 0.14 0 0 ﬂ
ACGC, Import, . | 520810 89 . 0.02 0 0
NGH
New Delhi
Mumbal Zone | 01.04. [ 35323 257 0.72 15116 547 34
1 2015-
i 03.01.
.| 16 -
{Mumhai Zone ) 01,04, ) 685385 993 0.14 1307555 18140 | 0.62
| 15 -~
: 29 02.
Tuticorin - 246418 | @3g 0.33
14
0.41

14

2766

bl
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5.14 184786 | 1405 -

Jamnagar 24 1.13 25084 .28
55 1.1 28324 06 0.34
Kandla 432 0.84 5565

G
15
2:}14- 55085 557 1.00 0.01
15
Cochin 2015 [3?129 371 1.00 W
16 .

| Hyderabad Manual filing ig very rare, I

Manual filing is very rare.

No manual filing of exportfimpert document since inception of EDY,
Almost all filing is through EDI.

:
From all India perspective, the perceniagel' of manual bills of entry and shipping -
hills are quite low, Steps are being taken to remove the constraints and further
increase the EDI filing to the extent possible "

7.  The Committee noted the CEEC instruction that manual processing
and clearance of import! export goods shall be allowed only in rarest of
rare and genuine cases and upon finding rampant non-adherence both in
terms of number of locations adopting electronic filing and high
percentage of manual filing at major locations recommended that CBEC
should take appropriate measures and remove the constraints, if any, in
ensuring 100% electronic filing as it will hring better accountability,
efficiency and fransparency in the Customs department. The Commitiee
note from the action taken reply of the Ministry that manual BEs become
necessary in some exceptiohal cases mostly where certain standard pre-
requisites of online filing are not available, given the exceptlional nature of
the transaction and that such transactions form a very small percentage of
the total number of documents. However, on perusal of the figures given by
the Ministry, it is seen that in case of Paradeep Commissionerate the filing

of BEs has actually been increasing and has gone up to around 33% of the
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total BEs in the year 2014-15. The Commitiee feel that one third of the total
documents cannot be termed as exceptional and express thelr strong
displeasure. Similarly, Vishakhapatnam also has around 22% manually filed
shipping hills, The Committee are of the view that besides sensltizing these
commissionerates , all the manually processed BEs should be reviewed by
the internal auditors to ensure that all the instances are genhuine. The
Committee desire an explanation of the concerned officers wherever the
normal processing exceeded the all India average of 2.5 per cent. While
reiterating that appropriate measures may be taken for removing the

constraints to ensure maximum electronic filing at all locations.

8  In their Twenty Third Report, the Committee iook note of Custom's
exemption dated 17 March 2012 which was amended by noftification dated 23
January 2013 enhancing the BCD rate from 'ni’" to 2.5 percent in respect of
certain goods involving crude oil imporis. Howeu'len audit observed that 15
instances of imports of ‘crude sunflower oil’ and “crude palm keme! oil' made on
23 and 24 January 2013 under Chennai Sea Customs were assessed at 'nil rate
of BCD vide exemption notification dated 17 March 2012 instead of revised
version dated 23 January, 2013, resulfing in short collectidn of duiy of Rs. 2.29
crore. Similarly, according to Seclion 14 of the Customs Act, 1962, valuation of
goods for assessment of duties of customs is to be ascertained with reference to
the rate of exchange’ of the foreign currency of the invoice as in force on the
date of presentation of BE and the rate nofified by CBEC. The Board, vide NT
notifications dated 21 May 2012 and 24 May 2012, had upwardly revised the
exchange rates for the Japanese Yen, the U8 Dollar and the Hong Kong Dollar,
effective from 22 May 2012 and 25 May 2012, respectively. However, the
chandges were not updated in the system, resulting in incorrect assessment and
consequently short levy of duty. The response of the Ministry w.r.t these cases
in Chennai customs based on the reply of Chief Commissioner Customs were
-not accepted by Audit as those were incorrect. The Committee desired that the
Minisfry may probe the matter and take suitable action againé.t erring offices for

furnishing ncorrect information. The Commiitee also felt that the failure in
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Updation of central excise duties, exemption nolices and exchanges rate was a
serious lapse and a matter of dereliction of duty on the part of concerned
officersistaff particularly since the Chennai Customs, where audit noficed
irregularity, itself had been the nodal site for updation of notifications. The
Committee recommended that all such instances should bhe enquired to fix
accountability of the officers by the Department The Department of Revenue
and CBEC should fake necessary steps in this regard. Further, the Committee
were also of the view that as far as exchange rates updation was concerned, a
module may be developed in ICES for daily updaiion of exchange rates with RBI.
This would enable the exchange rate fo be applicable from midnight and issue
would get resolved aut.nmatically. The Committee recommended that the
Department should put in place a system for either centralized monitoring or
cfnss-veriﬁt;atinn of directory/nofifications updating delegated to various Customs

fl'éld formations. ' |

{Recommendation Para No.5)

9.  The Ministry of Finance (Department of Revenude) in their Action Taken

Note have stated as under:-

“It is submitted that the delay in updation of Custom's exemption
dated 17 March 2012 which was amended by nofification dated 23 January

2013 cocurred due to the following reason:

The noftification dated 23.01.213 was received by the directory
updating site only on 24.01.2013, and was updated immediately. However,
at that point of time, the nofification directory was maintained on a
separafe server, which was replicated only at the end of each day {o main
server. Therefore, the nofification became available to users in ICES 1.5
only on the next day, i.e. 256.01.2013. However, in view of the delay, an
advisory was issued and rlec:::n.re'rg,»r action initiated immediately, and the

total amount of Rs. 2.29 crores was recovered within six months.
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It can be seen therefore that the delay did not happen due to
negligence, but due to two kinds t:-[i lag in notification upclatmn namely
communication lag and updation lag. As regards communication lag,
issuance of notification is confidential and can be sent by TRU only after if
is published in gazette. Further, most notifications are effective from the
start of the same day as the date of nofification, Some delay may therefore
be inevitable, However, if a time lag occurs, an advisory is issued to all

sites {0 recall the earlier BEs and collect differential duty, if any.

As regards the updation lag, with the Notlficaiion directory moving to

i .
ICES 1.5 main server in March 2013, the updation is now instantaneous as
there is no nead for replication at the end of the day, and is available 1o -

users in 1ICES 1.5 immediately. This lag has therefore been removed,

| To refterate, the delay was not due to negliéﬁence on the part of the
directoty updating officers; further, immediate corrective action was taken

{issuing advisory), which resulted in full recovery of the differential amount.

With regard to Notifications dated 21 May 2012 and 24 May 2012 ii
" is reiterated that non-updation of exchange rate bccurred due to the fact
that earlier the exchange rate notification was issued onbe in a month.
This practice was changed suddenly withoui notice as the Ministry was
forced to issue revised exchange rate in the middle of the month due o the
excesswe flucivation in the US Dollar. It necessltated System changes to
remove an exisling validation in the system whtch hitherto ensured that
exchange rate notifications could be made effective in ICES only from a
future date. In. addition, a facility was lmmEdiétEW provided to System
Managers of all locations to change the effect_h;e exchange rate for the
Bills of Entry which were assessed at the earﬁe;'r rates, An advisory was

also issued immediaiely.

During the pericd January 2000 till May 2012, there were only 3

instances where exchange rate notifications were issued moere than once
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in a month. Other than the two instances mentioned by Audit, both in the
year 2000, there was only one other instance in 2008, That is, the issue of
exchange rate notifications more than c:nr;e a month was not a régular
practice. These scenarios could not therefore be anticipated but as and

when they occurred, appropriate correction was carried out in the software.

It is therefore reiterated that the delay was not due to negligence on
the part of the directory updating officers; further, immediate corrective
action was taken by amending the System immediately, providing a fadility
to modify exchange rates for the intervening period, %’md also issuing

advisory to the field for recovering any differential duty.

With regard io Custom's exemption notification dated 17.03.2012, it
is emphasized that even though the migration from-IC ES 1.0 to ICES 1.5
was impiémented in 2011, the directory updation procedure was

implemented in ICES 1.5 only from end of February 2013.

Taking into account the Committee's concerns, an SOP was issued
by CBEC to ensure fimely updétian. Further, a proposal for peer audit sites
for cross verification has been approved by the Board and is currently |
undgler process. This will further be a counter-check for any delay and error

in updation of the directories.”

The Commitiee took note of Custom’s exemption dated 17 March

2012 which was amended by notification dated 23 January 2013 enhancing
the BCD rate from “nil’ to 2.5 percent in respect of certain goods involving
crude oil imports and found that the changes were noét updated in the

system, resulting in incorrect assessment and consequéntly short levy of
duty. The Committee note from the reply of the Ministry. that the delay did

not happen due to negligence, but due to communication lag and updation

lag. Further, the updation lag has been removed as the updation is

instantaneous on ICES 1.5 and as regards communication lag, some delay

is inevitable as notifications are effective from the date of notification. The
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Commitiee observing that communication lag would always lead to
differential duties/recovery/refunds desire the Government to minimize the
impact of such communication lags by issuing such notifications online so

that real-time updation can take place.

11, In their twenty Third Report, the Commitiee were of the considered opinion
thai Human Resource Development and Training was an integral part of any
organization for keeping its staff eqguipped - with latest. iechnological or
administrative or managerial developments. Paragraph 6.2.2 of IT Security
Procedures Ver}. 1.7 reportedly states that ICES users shall be imparted training
on Infcnrmatl'r:m:Security on a periodic basis and refresher cmirses would be
- conducted to-re-frain. the already trained employees on new threats and counter- |
measures. The Commiﬁee obsetved thai the day to day user management for
role allocation and revocation was also handled by CBEC offic ers themselves as
part of the apblication. Since the customs cargo clearing prnc?ss is an Dnline'
prﬂcess; the inability of Customs Offices to werk on ICES couid impact the
clearance of cargo. Though the representative of the Ministry informed the
Committee during the evidence that till date 20,000 users have been trained in
90 locations, the figures furnished for 2014-15 showed only 388 users trained
during the year in 5 locations. The Committee, therefore, strongly recoimmended -
that reguiar tjl‘aining of staff and officers at various levels be made an integral
feature of IT. Management System of CBEC, Department of Revenue and
examine thaipﬂssihilit\j of evolving a personne! policy for development of in-
house technical expertise for CBEC'S 1S management through recruitment and
training of IT personnel. The Department may fumish details of training
programm95|cﬂnduc’ted, if any for improvising skills of staff and officers at

various Ievel'§ during last & years to the Committee.

{(Recommendation Para No.10}
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12.  The Ministry of Finance {Department of Revenue) in their Action Taken

Note have stated as under:-

“Training is being imparted to officers on ali the applications as well
as neiworking aspects. The training sessions are conducted in (a)
Directorate of Systems (b) Field offices and (¢) ftraining academy ie
NACEN. The details of the training imparted are given below:

EDW Project: The Enterprise Data Warehcuse (EDW) Trainings are
conducted for CBEC officers fo train them hands-on on the use of the
Enterptise Data{Warehouse Cognos Portal. The trainings are conducted at
various locations across India as 2 day training sessions for a (hafch of

maximum 25 officers.
ACES Prnject5 On ACES project, the ACES project office is iimparting

training from time to time to the officers of various fieid fcrmaﬁﬂhs in co-
|0f ACES

viz. Registrations, Return, Refund, Dispute Resolution, Export, Audit,

ordination with RTls of NACEN. Training on all the major modules

Access Control logic, EASIEST etc. is given during the training sessions.
The duration of the sessions varies from one to iwo days depending on

fobics and target officers that are required to be trainad.

LAN/WAN Prleect: At the time of initiation of LANAMYAN project, the
vendor M/s HP had provided training of 3 days to officers of CBEC at
various locations. The training material is available on the website
wwaw.cbec.gov.in. The training can again be imparted (by HP engineers) at
NACEN to cfficers who are the users of LANAVAN.

Risk Management Division: The RMD Division has sent a draft {raining
module to N%CEN to be included in the training curriculum of all offices in
respect of the Risk Management. It covers Overview of Risk Managemeni
System, Accredited Clients Programme, Authorized Economic Operator
Scheme, Container Selection Module, Post Clearance Audit, Import RMS,
Export RMS, Compulsory Compliance Requirements ( CCRs) and IPRs.
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-

The training module has been structured to span 2 days, eeneietihg of 8

sessions. : ' ;

ICES Project: A draft fraining module on Indian Customs Electronic Data
Interchange (ICES) application, named IHAST, has been recently sent to
NACEN." '

13. The Committee note that though the Ministry has provided the details |
of the training programmes conducted for ifts officers on all the
applications as well as networking aspects, it has not responded on the
suggestion of the Cemmittee fo examine the possihility of evolving a
personnel policy for development of in-house technical expertise for
CBEC's IS management through recruitment and fraining of IT personnel.
The Committee, therefore reiterate their earlier recommendation that sihce
In-house technical experttee can efficlently manage the 1S of the CBEC b}f
providing instant end effective solutions due fo easy availability and seund
knowledge of the operations, the suggestion regarding recrultment and
training of personnel for IS management may be examined under intimation

to the Commitiee.

14, The Commiitee observed that dumping of goods from ouiside into the.
Country could severely affect the national economy, which was the reason
behind enactment of Anti-Dumping laws and operation of anti-dumping - duty
regime in the Country. Based on Audit's observations, the Committee noted the
concerns over the effectiveness and capacity of the ICES Software for accurate
determination of Anti-Dumping Duty to import shipment. The Committee also
noted the Ministry's claim that adequate features for the same were included in
the system. However, the Committee desired that Ministry need'te conduct a
comparative study of technological solufions in place in select develeped'
countries so that features in the ICES 1.5 Version may be further enhanced, not
only in the correct assessment of Anti-Dumping Duty, but alsc in the over
efficiency and effectiveness of the system.

| {(Recommendation Para No.11)
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15. The Minilstry of Finance {Department of Revenue) in their Action Taken

Mote have stated as under:-

“PAC’s concerns over the effectiveness and capacity of the ICES
Software for accurate determination of Anti-Dumping Duty relate to lack of
validation of the name of the producer. The requisite details being
unstructured in nature, System generated aufomated validations cannot be:

provided,

The Anfi Dumpir}g Duty Notification specifies ADD for a particular
product based on’a combination of Tariff Heading, Description, Country of
Crigin, Country of Export, Name of the Manufacturer and Name of the
Exporter. The ADD iew_i.;y varies for evéry producer, exporter, country ete.
There is aléo a residual entry in the nofification which prescribes highér
ADD levy for other unspecified producerfexporters. Hence, for an importer
there is no incentive to mis-declare producer and it would be prudent if he
menfions the name of the producer at the time of import as it will attract
lesser ADD. | |

Further, the ssttem prompts the Appraising Officer regarding the
possibility of levy of JADD on a particular product based on the Tariff
heading combined with Country of Origin or Country of Export even if an

importer does not mention the ADD notification.
!
However, as desired by the PAC, comparative study of technological

solutions in place in select developed counfries can be conducted.”

l

16. The Committee no'lted the concerns over the effectiveness and
capacity of the ICES Soffware for accurate determination of Anti-Dumping
Duty to import shipment. The Committee now observe from the action
taken reply that the Ministry is relying on assumptions that since there is

ho incentive for the importer to mis-declare the producer, no mis-
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declarations would be mhde and since the Appraisal Officer is being
prompted, no errors would occur. The Committee while insisting that
Ministry should insert strong checks in the system fo ensure tLat no mis
declarations are made and ADD are levied hope that the Ministry after
making a comparative study of the technological solutions in place in
select developed countries would set up a strong mechanism for not only
correct assessment of ADD but also overall efficiency and effectiveness of
the system.

17.  The Committee observed that optimum utilization of hardware was not
being done and the.'procur.ement and distribution of the same lacked proper
planning. The Committee fook critical note of the Audit observation that only 260
and 100 thin client termmaﬂs had been installed at. Chennal Sea and Chennal Alr
Commissionerates agalnst 414 and 166 recewecl by them Again, in case of
Chennai Air and ICD Patpargany, it wa_s observed thai out 100 and 62 numbers of
instailed terminals, only 80 and 30 terminals were actually in use as on 31%
March 2013. The Committee further noted that the audit were informed by the
Depariment at that time that all their clients would be puf to use in Chennai after
implementation of Cadre Restructuring. However, the shortage of Officers was
only ohe reason for the underutilization. Another reasdn was cited was non-
availability of modules pertaining to the processing of BEs filed in Courier and
APSO. The Committee felt that such technical upgradation should be undertaken '
in ICES 1.5 version fast so as'to rule out any underutilization resulting from
operational issues. While Committee desired to know the present status of thin
client ferminals in'Chennai Sea and Air Commissionerates, they felt that optimum
utfiization of already procured hardware would enhance the working and
efficiency of ICES system. The Committee also felt that under-utilisation of
hardware which was already procured points towards an unrealistic procurement !
planning leading to wastage. The Committee, therefore, recommended that :
CBEC should henceforth ensure development of a proper system of procurement

planning for all its units based on actual requirement and manpower availability.

(Recommendation Para No. 14)
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Mote have stated as under:-

18

“As per the C&AG and PAC report;

The Ministry of Finance (Department of Revenue) in their Action Taken

Formation | Thin Clients Thin Clients Thin Clients’
received installed - used

Chennai 414 250

Sea .

Chennai 166 100 80

Air |

ICD PPG 62 30

The present stafus as per the reports received from respective formations:

Formation | Thin Clients Thin Clients Thin
received installed Clients
i used
Chennai 417 326 326
Sea
Chennal Alr{ 145+14+7+166 | 115 107
¥ |
ICDPPG | 67 43 43

*out of 186 thin chents supplied to Chennai Air as per the figure

gl‘u’En in PAC report, 145 [WEI‘E supplied to Chennal Air Cargo, 14 to
Chennal Airport and 7 were kept in spare. Qut of 145 thin clients supplied
to Chennai Aircargo, 115 were Installed there and 107 are being ufilized.
Chennai does not ICES module and LAN

implementation there has noi done so far as it is in the process of shifting

Airport work  under

- to ancther terminal and after implementation, it will work under APIS
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{Advancaed Passenger Information System) module of CBEG. The
reasons for under uilization wh!ch have already been iaken note of in the

PAG report are rejterated as under -

a]i ' Huge shortage of staff in' various sections while the

b)  Non- avallabﬂlw of modu]es in Cusmms appllcatton o

_ However the recommendations of PAC have been carefully noted
__.and are integral part in planning of RFP for prnaurement of IT mfrastructure
for the next phase." :'

19. The Committee had observed that.optimum- utilization of hardware
was not heing'done and the prﬁcurerlneﬁ and distribution "cnf:'the same
lacked proper planning. ‘The Committee note from the action taken reply of
the Mihistr\;,r that still 174 thin clients out of 650 that were recei\.red-lat
vatious Iucétidns have not been put to use. The Committee are of the view
that the Miniétryr besides failing in its procurement planning has also nof
still been abie to address the Issue relating to deﬁloyment of staff and the
non-availability of modules in customs application in respect of the
procured thin clients. The .Cnmmittea exhort the Ministry to take urgent
steps to prdvide modilles for operating the thin clients in ICES 1.5 urgently
and to provide staff for p.utting the procured cllents into use.
|

NEW DELHI: | I PROF. K.V, THOMAS,

25 April, 2016 |- Chairperson,
5 Vaisakha, 1938 (Saka)} . Public Accounts Committee.
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(APPENDIX ~ 1) -

(Vide para § of Introduction)

ANALYSIS OF THE ACTION TAKEN BY THE GOVERNMENT ON THE
“OBSERVATIONS/- RECOMMENDATIONS OF_.THE  PUBLIC ACCQUNTS
COMMITTEE CONTAINED IN THEIR TWENTY THIRD REPORT (S{XTEENTH LOK
SABHA) | |

(
(i

(i)

(v}

(v)

Total No.of Dbﬁewationsfﬂecnmmendatin.ns

Observations/Recommendations of the Committee
-wihich have been accepied by the Government: '

Para Nos. 1,4,5,8,10,14 & 15
Observations/Recommendations which the Commitiee
do not desire to pursue in view of the replies received
from the Government: '

Para Nos. 6 & 12
Observations/Recommendafions in respect of which
replies of Government have not been accepted by the

- Committee and which require reiteration:

~Nif-

Dbsewa’tinnsr’ﬁecﬁmmendatiﬂns in respect of which
Government have furnished interim replies:

Para Nos. 2,3,7,8,11 & 13
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Total: 07
Percenfage -46.67%

Total: 02 |
Percentage—13.33% -

Total: Nii
Percentage - 0%

Total:06
Percentage- Jf.ﬂﬂ%



