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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authoris-
ed by the Committee, do present on their behalf this Forty Fourth' 
Report of the Public Accounts Committee (Seventh Lok Sabh&') on 
Paragraph 7.1, 15 and 16 of the Report of the Comptroller and 
Auditor General of India for the year 1973-79, Union Government 
(Civil) Reven'Uc Receipts, Volume I Indirect Taxes relating to (i) 

Incorrect application of exemption notification in the case of bD-
ported Di-ammonium Phosphate, (ii) Delay in disposal of perishable 
goods viz. Tetran Cycline Hydrochloride and (iii) objections of the 
Internal Audit Department. 

2. The Report of the Comptroller and Auditor General of India 
for the year 1978-79, Union Government (Civil), Revenue Receipts, 
Volume I. Indirect Taxes, was laid on the Table ot the House on 1 
July, 1980. 

3. In this Report the Committee have recommended that the 
Ministry of Agriculture should evolve suitable arrangement to 
ensure that the imported Di-ammonium Phosphate conforms to all 
the technical spt:cifications and that the interests of the farmers are 
not affected adversely (Paragraph 7.1). The Committee have also 
desired that Government should review the existing provisions and 
consider delegation of powers in respect of ~ of perishable 
goods to the local Customs Units upto an appropriate financial limit. 
(Paragraph 15) Further, the Committee have expressed their con-
cern over the defective functioning of the Internal Audit Depart-
ment of Custom Houses and haverecommended that the Central 
Boarcl of Excise and Customs should provide a Central point of c0-
ordination and control for evaluating effectively the working of the 
Internal Audit Department (paragraph 16). 

4. The Public Accounts Committee (1980-81) examined Paragraphs 
7.1. and 15 at their sitting held on 28 November 1980. Written infor-
mation was obtained in respect of Paragraph 16. The Committee _.-

-Not printed. One cyclostyled copy laid on the Table of the 
House and five copies \placed in the Parliament Library. 

[v] 
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considered and finalised this Report at their sittings held on 28 
March and 10 April 1981. The Minutes of sitting of the Committee 
form Part II· of the Report. 

5. A statement containing obseravtions and recommendations of 
the Committee is appended to this Report (Appendix IV). For 
facility of reference these have been printed in thick type in the body 
of the Report. 

6. The Committee place on record their appreciation of the assis-. 
tance rendered to them in the examination of these paragraphs by 
the Office of the Comptroller and Auditor General of Inala. 

7. The Committee would also like to express their thanks to the 
officers of the Ministry of Finance (Department of Revenue for the 
c(H)peration extended by them in giving information to the Com-
~~  . 

NEW DI:LHr; 

Aprtl 20, 1981 
..,....,....,.-.=---

Chaitr(1 30. 1903 (S). 

CHANDRAJIT YADAV, 

Ch4inn4ft, 

Public AccoufttB Committee. 



INCORRECT APPLICATION OF EXEMPl'ION NOTIFICATION 

Audit Paragraph 

1.1. By a notification issued in August 1973, Di-Ammonium Phos-
phate conforming to the specifications mentioned therein was 
exempted from basic Customs duty. The notification inter aliA 
specified that the maximum moisture content by weight shall be 
-1.5 per cent 

1.2. In an outport, a consignment of Di-Ammonium Phosr;hate 
imported by Government, which contained moisture of 8 per cent 
but otherwise conforming to the specifications mentioned. in the 
.notification cited, was cleared free of duty, auxiliary dUty and addi-
tional duty. 

1.3. As the goods did not conform in entirety to the specifications 
prescribed in the notification, Audit pointed out (January 1979) that 
the goods are not eligible for the concessional assessment and that 

,duty should have been collected at the standard rate of 60 per cent 
plus auxiliary duty at 15 per cent ad ooZorem plus additional duty 
at 15 per cent ad valorem. 

1.4. In reply, it was stated by the department that the conces-
.sional assessment was resorted to with reference to the opinion of 
the Chemical Examiner of the Customs Laboratory in a similar 
import that the excess percentage of moisture might be condoned 
and the sample accepted as conforming to the a;?eCification in the 
notification and Government apprised of the fact. 

1.5. The short collection in this case is Rs. 1.26 crores for which 
the department has issued a notice of demand pending a clarifica-
tion from the Central Board of Excise and Customs. 

1.6. While confirming the facts the Ministry of Finance have 
stated that the decision to extend the benefit of the notification to 
the consignment in question was taken only after obtaining the 
opinion ott the Chemical Examiner. In the case of a similar import 
the Chemical Examiner of the Customs laboratory had given the 
·opinion that the excess percentage of moisture might be condoned 
and the sample accepted as conforming to the specification in the 
notification and Government apprised of the fact. The Ministry 
added that the Custom House was conscious of the fact that the 
moisture contained in the representative sample exceeded the limits 
-stipulated in the notification. 



1.7. Aa the notification is specific about the maximum moisture:-
content and notifications are to be read and applied as such, ~ 
application of the exemption notification in this case on the basia, 
Of the recommendation of the Chemical Examiner in another case 
lacks justification. 

[paragraph 7 (i) of the Report of the C&AG of India for the year-. 
197B-79-Union Government (Civil) Revenue Receipts, Vol. I--
Indirect Taxes.] .. 

1.8. According to Section 25 (1) of the Customs Act 1962, if the' 
Central Government is satisfied that it is necessary in the public: 
interest so to do, it may, by notification in the official a ette ~ 

exeJI:lQt generally either absolutely or subject to such conditioDS·· 
(to· be fulfilled before or after clearance) as may be specified m 
the notification goods of any specified description from the whole· 
or any part of duty of customs leviable thereon. 

1.9. In exercise of these powers the Central Government, by a 
notification issued in August, 1973 exempted from basic customs . 
duty Di-Ammonium Phosphate imported by the Central ~ 

ment for use as manure or for the production of com;;»lex fertilizers-_ 
The notification also provided for an undertaking to be given at the 
time of importation of Di-AmmoniumPhosphate for production cf 
complex fertilizers. According to this undertaking the t~ 

was required to pay on demand in respect of such quantity of Di-
Ammonium Phos;.Jhate as is not proved to the satisfaction of the' 
Assistant Collector of Customs to have been used for the said pur-
pose, an amount equal to the duty of customs leviable thereon, but 
for this exemption. According to one of the specifications mentioned 
in the notification, the maximum moisture content by weight of the 
Di-Ammonium Phosphate was 1.5 per cent. 

1.10. In Vishakbapatnam (Andhra Pradesh) Custom House.., 
10,000 tonnes of Di-Ammonium Phosphate having a moisture content 
of 8 per cent but otherwise conforming to the a,ecifications in the 
exemption notification referred to above, imported in December 19'T'-
by.the Ministry of Food and Agriculture of the Government af:-
India was cleared free of duty. 

1.11. The Committee wanted to know the rationale for the grant· 
of exemption from basic customs duty in respect of Di-AmmonimD. 

~ate  ':he Ministry of Finance (Department' of Revenue-)-
have m  a wntten note stated: 
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"At the relevant time "manures all sorts" and certain chemi-
cal manures were assessable free of duty under item 35-
of the Indian Customs Tariff; and Urea and Ammonium. 
Phosphate when imported for use as manure were also· 
e e~t from the payment of customs duty under item 28 
of the Indian Customs Tariff vide notification Nos. 117/63 
and 66/68 respectively. However, Di-Ammonium Phos--
phate (manurial grade) was assessable to duty under item 
28 of the ICT at 60 per cent with regulatory duty at 5 per 
cent. Imports of Di-Ammonium Phosphate (manurial 
grade) were to be arranged by the Ministry of Agriculture-
for making good the shortfall in the availability in the 
country; other fertilisers were exempt; and it was thought 
necessary to make it available to farmers at reasonable 
prices; hence it was exempted from the whole 6f the basic 
customs duty." 

1.12. The Ministry of Finance (DeQartment of Revenue) have in 
a written note further informed: 

"The general exemption was introduced with effect from 11th 
August, 1973. Prior to this date exemption was granted' 
jn respect of each import at the request of the Ministry of 
Agriculture, on an ad hoc basis." 

1.13. Subsequently the Ministry of Finance have intimated that 
subsequent to notification dated 11;.8-1973, two more notification Nos. 
176-Customs and 144-Customs were issued on 2-8-1976 and 19.7.1980' 
respectively relating to grant of exemption from customs duty on 
Di-Ammonium Phosphate. 

1.14. Enquired in regard to the practice that obtained prior to 
issue of notification dated 11-8-73, the Ministry of Finance (Da,art-
ment of Revenue) have informed in a written note:-

"Prior to the issue of the said notification of August, 1973, the 
practice was to exempt by an order issued under section 
25 (2) of the Customs Act, 1962, di-ammonium phosphate 
and ammonium nitro phosphate imported into India from 
the payment of duty leviable under the First schedule 
of the Customs Tariff and from the regulatory/auxiliary 
duty, on receipt of specific request to this effect in each> 
case." 
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1.15. Asked. if the justification for the continuance of the exemp-
-;tion from duty was reviewed at any time; the Ministry of Finance 
(Department of Revenue) have intimated in a written note:-

"In view of the continuing shortage of fertilisers necessitating 
imports, the general policy to exempt them from payment 
of import duties has persisted. In view of this need to 
review the continuance of the notification was not felt." 

1.16. About the reasons for ~ e n  the condition in the noti-
fication to the effect that exemption from duty would apply only 
if the moisture-per cent by weight did not exceed 1.5 per cent the 
-Ministry of Finance (Department of Revenue) have stated: 

"Di-Ammonium 'Phosphate could be of two grades:-

(a) manurial and (b) industrial; 

The intention was to exempt DAP of manurial grade. In 
consultation with the Ministry of Agriculture, specifica-
tions which are based On the specification in respect of 
Di-Ammonium Phosphate as set out in the Fertiliser 
(Control) order, were laid down in the notification. In 
these specifications the upper limit in respect of moisture 
was fixed at 1.5 per cent by weight." 

1.17. The Committee wanted to know the significance of pres-
·cribing the maximum moisture content in the ,?urchase contracts 
and whether higher moisture content than prescribed could affect 
-the efficiency of the commodity as a manure. The Ministry of Agri-
<culture have in a written note stated as under: 

"The significance of prescription of maximum moisture con-
tent in the standard specifications being incorporated into 
the contracts for purchase of various types of fertilisers 
is to ensure that the keeping quality of fertilisers does 
not deteriorate during long period of voyage and storage 
(if it is required to be stored). Long storage of material 
with higher moisture content may develop lumps or cake 
and may, therefore, not remain in free flowing condition. 
However, the higher moisture content in fertilisers does 
not affect the agronomic efficacy of the nutrients con-
tained in the fertiliser. Maximum moisture content is 
being prescribed· for each type of fertiliser depending on 
its hygrosocopic nature so that it can remain in free flow-
ing condition." 
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1.18. Enquired as to the basis for the adoption of this percentage, 
'the Ministry of Agriculture have in a written note explained the 
:.position as under:-

"Maximum moisture content has been prescribed through 
technical advice on the basis of ~  nature of the 
material. This department has been modifying the per-
centage of moisture content to be adopted for purchase 
of various fertilisers on the basis of experience gained 
from shipments of fertilisers by the Jruppliers. For . 
example, when this department started purchasing urea 
in bulk, the maximum moisture content prescribed was 
0.14 per cent as against 0.5 per cent maximum prescribed 
for bagged urea. Later on, this limit of moisture content 
in urea in bulk has been raised to 0.33 per cent on the 
basis of experience gained so that adequate fertiliser 
becomes available for use by the farmers in good condi-
tion. Moisture content is related to physical condition of 
the material and not to its efficacy as manure. Fertilisers, 
whether imported or indigenously Qroduced, have tp con-
form to the specifications prescribed in the Fertiliser 
Control Order (which was promulgated under the Essen-
tial Commodities Act). These specifications, including 
that for moisture content, have been prescribed on the 
basis of views of technical experts in the matter." 

1.19. The Committee wanted to know the specifications of Di-
: ammonium Phosphate prescribed in the Fertiliser Control Order. 
-In a written note the Ministry of Agriculture have stated as under:-

"Specification of DAP in FCO is as follows: 

Di-lllllllltJflil PIwsp/uIII (18-+6-0) 

(i) Moisture, pen:ent by weipt, muimum I .0 

(ii) Total nitrogen all in ammonial form, per cent by weight, minimum . 18.0 

(iii) Total phosphate (as PO) per cent by weight" minimum. 46'0 

(iv) Water soluble phosphate (as PO) per cent by weight +1 .0 

. T olmnu limit ill p/lmt "utrimts for f)IZrioru ftrtilims 

For Di-ammonium Phosphate, nitrophosphates, am- 0.5 individual nutrient subject 
monium sulphate, nitrate, urea ammonium phos- to the maximum of 2. 5 per-
phate, ammonium ~ sulphate bonemeal, cent for all combined nutrients. 
tp'enulated mixed fertilisers, compound fertili-
lers." 
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1.20. Asked for the reasons for prescribing 1.5 per cent moisture-
content for imported DAP, the Ministry of Agriculture have ex-
plained the position in a written note as uncler: 

"In respect of DAP the FCO provides for maximum moisture-
content of 1 ~e  cent. For imported DAP, the maximum 
moisture content has been prescribed at 1.5 per cent. This 
was apparently done to attract sufficient offers from abroad 
since stipulation  of 1 -per cent (as provided under the 
FCO) was considered by the suppliers to be too restric-
tive. Since indigenous manufacturers have not represen-
ted about the need for any relaxation in this, the FCO· 
continues to provide for maximum moisture content of 
1 per cent only. To the best of our knowledge, these· 
specifications had, by and large, an empirical base." 

1.21. The Audit Para states that the eonsignment of Di-Ammonium 
Phosphate imported by Government contained moisture of 8 per 
cent as against 1.5 percent r,;>rescribed in the notification and was 
cleared free of duty, auxiliary duty and additional duty. In ~l  

the Department has stated that the concessional assessment was 
resorted to with reference to the opinion of the Chemical Examiner 
of the Customs Laboratory in a similar import. The Comrriittee 
wanted to know the details of the recommendation of the Chemical 
.l!.'xaminer in the earlier case. In this connection the contents .of the 
report of the Chemical Examiner dated 19-8-1974 as furnished by 
the Ministry of Finance (Department of Revenue) are reproduced 
below:-

"The sample contains 1.00 per cent moisture in excess of the 
specified maximum limit of 1.5 'Per cent. All the other 
values are within the specified limit. Perhaps the excess 
moisture is due to accidental wetting/defective packing 
etc. The import is by Ministry of Agriculture, Government 
of India. It is therefore, felt that the excess percentage 
of moisture may be condoned and the sample accepted as 
conforming to the specifications in the notification No. 
115IF. No. 355 111 I 72-Cus. 1 dt. 11-8-73." 

1.22. Enquired if the Chemieal Examiner was ~tent to re-
commend condonation of the moisture in excess of what was pres-
cribed in the notification, the Ministry of Finance (Department of 
Revenue) has in a written note stated as under:-

"Being a technical authority, there is nothing to prevent the-
Chemical Examiner from making a recommendation, but; 
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the ultimate authority to take a decision in such cases is 
the concerned Collector of Customs." 

1.23. On a query whether the Assessing Officer was bound to 
accept such recommendation of the Chemical Examiner, the Minls-
try have replied in the negative. 

1.24. To a question whether the fertiliser was rendered. sub-
standard if the moisture content was more than that prescribed, the 
Ministry of Agriculture have in a note stated:-

"The intention of the FCO is to ensure that the fertiliser 
contains principal nutrients to the extent prescribed 
therein; in addition, the fertiliser should not be adulte-
rated by any toxic material nor in a physical condition 
which makes its application difficult. Moisture content, 
higher than what has been prescribed in FCO, therefore, 
is not sufficient by itself to render a fertiliser sub-stand-
ard so long nutrient contents remain as per specifications." 

1.25. The moisture content in the case of the fertiliser referred to 
in Audit Paragraph was 8 per cent. Asked whether in such condi-
tion the weight of the fertilizers had also relatively increased, the 
representative of the Ministry of Agriculture stated in evidence:-

"It is time that fertiliser being a hygroscopic highly material, 
can ~a e up moisture on the way and/or at the time of 
unlo!lding. When the material started from there, the 
moisture content was 0.8 per cent. Here, the Customs 
Chemical Examiner's report which we have seen shows 
that the moisture content was 8 per cent. In this con-
nection, I would very respectfully submit that oU!" view 
is that it is very unlikely that the moisture content would 
be 8 per cent and reasons for this are as follows: 

'TIle moisture content depends upon the method in which 
we have drawn the sample. We have certain method 
prescribed by the Customs Authorities, the manner in 
which the sample is to be drawn and in the Fertiliser 
Control Order also we have a method by which the 
sample is to be drawn because the ship carries 10,000 
tonnes of material or 2 lakhs of bags of fertiliser and 
so unless sample has been properly drawn to be truly 
representative of the entire material, it is quite possible 
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that the sample would give different results. The fer--
tiliser was probably received during winter rainy. ea ~  

when humidity was higher. Unfortunately, m this· 
country at the time when the specific shipment was· 
being imported, I must confess that we did not have-
adequate facilities in the country to take samples every-
where and in detail, the type of instruments and that. 
are used for analysing the samples also have a very 
important bearing on the results of the analysis." 

1.26. Asked whether the fertilizer was imported in bags or other-· 
wise the witness deposed: 

''This fertiliser was imported in bulk and it was bagged at 
Visakhapatnam Port. What happens is that this fertiliser· 
comes in the ships. Each ship was four or five holds! 
hatches carrying 2,000 tonnes of fertilisers each. Lt is· 
covered with a particular type of covers. While the ship 
travels for 45 days from the United States of Amerfca to 
India, if it meets with rough weather on the way, some 
water can seep through the hatch covers and the top 
layer of the fertiliser can get physically affected. Then, 
the fertiliser is lifted out of the ship in 1 or 112 tonne 
slings. It is unloaded brought and it is bagged. Now 
the question is, there is a prescribed method as to how 
you have to take the sample from 'A' how from different 
hatches and how from different layers out of which a 
composite sample will have to be drawn. We are not 
sure whether this method was followed. Therefore, I· 
have submitted that we tried to see the method: prescrib-
ed by the Customs Authorities and see exactly how the 
sample had been drawn. The method prescribed by 
Customs is too simple and I respectfully submit. Sir 
it is not calculated to cover large quantities of the kind' 
that we envisage in this particular product." 

1.27. On a query whether the present system of testing for find-
ing out the moisture content was not upto the mark th 't .. 
stated: '  e WI ness 

"1 sumbit so, Sir." 
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1.28. The Committee wanted to know the procedure for sampling: 
as followed by the Customs Department. The Member (Customs) 

stated in evidence: 

"Sir, so far the question about procedure for sampling is 
concerned we have for our staff detailed instructions. 
given in the Central Appraising Manual of the Appraising 
Department. The instructions are very detailed, I don't 
want to bother you with all details of how the samples. 
should be drawn, how it should be sealed and how 
transported, and with what precautions to prevent subs-
titution of the samples. But what is relevant in this case-
is the sampling of chemicals. As regards chemicals the· 
Manual says that samples should not be taken from the· 
periphery or from one particular comer of the bag. The 
samples should be drawn froIl}, the centre of the bag or· 

the case. 

l have no reason to believe that the sample was taken 
wrongly. I say this because on the back of the relevant 
Bill of Entry the officer has stated: 'Inspected the cargo 
in bulk; samples in duplicate have been drawn ...... ~ 
In order to avoid possible disputes about the correctness 
of the samples, we get the endorsement of the importer 
on the bill of entry. Now I read out what the FCl's 
~ e entat e said: 'The samples have been drawn in 
duplicate and sealed in our presence and they are true 
representative samples of the entire consignmentP 

Thereafter it was sent for test and after test it was· 
found that it contained 8 per cent moisture. This is the 
first time that a question has been raised that the test 
report is not correct or the samples drawn are W'l"ong. 
The demands have been issued on the basis that the· 
samples have been drawn e~tl  If there a'l"e errors, 
duplicate samples· are available ...... " 

1.29. DUring evidence it was pointed out by the representative-· 
of the Ministry of Agriculture that the sample of the Di-ammonium 
Phosphate was not taken according to the method prescriberi by 
the Customs Department when asked about procedure prescribed' 
for the drawal of samples and whether the same was followed in· 
all the 15 cases, the Ministry of Finance (Department of Revenue) 
have stated: 

"Procedure for the drawal of Samples was followed in all 
the 15 cases. Samples were drawn by the Customs in-
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the presence of the authorised representative of the im .. 
porter. The latter had also made the appropriate endorse-
ment and signed on the back of the relevant Bills of 

Entry." 

Asked if the Ministry of Agriculture had contested at that time 
>that the samples drawn were wrong, the Member (Customs) replied: 

"Not to OUr knowledge. Some of these demands have been 
there for two years. To 01l!" knowledge this has not been 
contested. If this contest is not now made, they are not 
precluded from doing it. It is a matter which can be 
d.ecided in appeal or in revision and it would be a matter 
for quasi-judicial determination whether they are wrong 
or right. In the light or this, a. final decision will be 
taken." 

1.31. The Committee wanted to know the steQs taken by the 
"'Ministry of Agriculture when it came to their knowledge that the 
~ e e was wrong. The representative of that Ministry deposed: 

-rhis shipment relates to the year 1974, This Demand Notice 
was raised on the 23rd February, 1980. We immediately 
\Ook up the matter with the Finance Secretary, because 
lhere were 7 such cases where Demand NQtice has been 
raised.. We have made our submissions to them. There 
was an inter-Ministerial meeting where we have said 
that, firstly, it has come so belatedly that we can do 
nothing about it:' 

1.32. Asked as to why the Ministry of Agriculture had advised 
-the MInistry of Finance to put the moisture content of 1.5 per cent 
in the exemption notification the witness replied: 

"I accept that this should not have been done. In retrospect 
we feel that this was a mistake. But since the Ministry 
of Finance wanted a description of the goods, we have 
given a c;lescription of the fertiliser, which includes the 
critical elements, the nutrient content plus other details 
like particle, size and moisture. In fact the technical 
details applicable to the fertiliser was ~ e  What 
has happened was that these were included in the noti-
t at ~~  Tech.nically, we do not contest the point; so long 
as celltng mOlSture content is prescribed in the notifica-
Uon and if it is clea'l"ly established that the moisture 



· .... ., ... - ...---""'?' - ~  • ~  

content was beyond 1.5 per cent, the customs duty is 
payable and we will not contest that at all. But our 
contentiOn to the Finance Ministry, firstly i$ that it was 
not ne e~a  to put this condition in the nptification like 
other fertilisers because, even if the moisture content is 
3 or 5 per cent, so long as the nutrient-content remains 
in tact in the product ..... .it may not be 46 per cent it 
may not be 46 per cent it may be 40 per cent ...... it 
remains a manure. The only difference is, if the nutrient 
content goes down, then, under the Fertilizer Control 
Order it becomes a non-standard fertilizer.'" 

1.33. Enquired that since there was no advantage in prescribing 
the moisture content, why at all it was so fixed, the witness stated: 

''There are reasons. When we want to buy in the international 
market, we want to buy the best; we want our industry 
to prod.uce the quality stuff. So, the sole purpose of 
prescribing the moisture contest is fixation of character 
of the fertilizer, i.e. it should be in a free flowing condi-
tion." 

1.34. When enquired if in view of 8 per ce.nt moisture content, 
the imported fertiliser was in a free flowing conditions, the ~ 

ness replied: 

"I submit, Sir, that it is not possible technically. In fact, in 
the last few days we have simulation trials in our 
Central Laboratory to see what happens to this fertiliser 
if the moisture content goes up to 7 or 8 per cent. We 
have ~ n  that if the moisture n~nt is 2 or 3 per cent, 
lumps are formed but they can be broken with slight 
pressure. When it is 4 per cent, then loose cakes are 
formed and the material does not 'remain iii a free-flow-
ing condition. When the moisture content is G-per cent, 
it becomes slushy. If the chemical examiner's report is 
carefully seen, he has said the moisture content is 8 per 
cent, but everything eise is the ·same. This is a basic 
contradiction in itseif. 

'!'he moisture in fertilizer can go up in two ways ...... one 
can be moisture in the granule; the other is from external. 
SOU'l'ces. In this case, the moistUre is ltom the external 
I e ~ which means that 100 kg. fertiliZer becomes 107.2 
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kg., because the moisture has come in. In' that case. the 
nutrient contents will be, not 18 and 46 per cent, but. 
something less. But the chemical examiner's report says 
that all the other characteristics are the satpe. We have· 
specified the particle size, which can pa¥ through sieves. 
If it is 6 per cent, it becomes slushy and it cannot pass. 
through certain sieves and rest on another. So, this is. 
a matter which should be further looked into. We have 
strong reasons to feel that there is some IDistake commit-
ted somewhere. It cannot'be 8 per cent." 

1.35. If according to the Ministry of Agriculture the DAP. 
became slushy in the event of its moisture content exceeding 6 per· 
cent, the Committee wanted to lmow how with 8 per cent moisture 
content, it was certified as in a free flowing condition by the 
Chemical Examiner. The Ministry of Finance (Department of 
Revenue) have in a written note stated as under: 

''The Chemical Examiner's certificate was only in regard to· 
the question whether D.A.P. conformed to the specifica-
tions prescribed in the 'relevant notification and did not 
refer to the condition of the goods or whether it was in 
free flowing state:" 

1.36. The Committee desired to know whether the D.A.P. which 
was imported with 8 per cent moistU'l'e cOIitent was sub-standard 
anti if not then what was the significance of prescribing the condi-
tion of 1.5 per cent moisture content. The Finance Secretary stated 
in evidence: 

"The mail'l issue with which we should feel concerned is· 
whether we had paid for something which did not con-
form to the specifications of the material for which we· 
had placed orders. According to the Ministry of Agri-
culture, this particular consignment had less than 8 per 
cent mDisture content. Actually in this case, it was 90ft 
per cent. The int-roduction of this condition has created 
this problem. Supposing this moisture content was more 
than 1.5 per cent, will it be capable of being used as a 
manure? Importing and supplying fertiliser which con-
tains more than, say, 1.5 per cent moisture content would 
mean that we supply sub-standard goods and thereby 
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a1fecting in the process the interest of the farmer ad-
versely ...... what is regarded as nutrient content, i.e. N 
mu.c;t be IS per cent and P 205 should be 46 .per cent. If 
these two conditions, that is, 18 ~ cent N and 46 per 
cent P 205 are satisfied, ten the agronomic efficacy of the 
fertiliser is not open to doubt...... From the point of 
view of revenue what is of significance is whether the 
commodity is coming in as fertiliser to us is manure and 
if it is manure, it shall be exempt from duty. But Agri-
culture Department has to separately look into and see 
that the stuff they import conforms to the technical speci-
fications. From the point of view of the farmer they 
must evolve satisfactory arrangements at the other end, 
before it is loaded and paid for. Sub)ect to this, Sir, 
from the point of view of customs duty notification I must 
say that this requirement of mqisture content was super .. 

,  f ftuous and therefore recently we obtained the orders of 
Government for deleting the condition from the relevant 
cus1bms duly." 

1.37. The Committee wanted to know how the fertiliser referred 
to in the Audit Paragraph was imported. and how its price was set. 
tied The representative of the Ministry of Agriculture stated in 
evidence: 

. , 

'This 10,000 tonnes of fertiliser was a small percentage ot 
the total purchase in the year 1973-74. The total con-
sumption was 2.5 million nutrient tonnes out of which 
about 50 per cent of the fertiliser was imported. In 
terms of product say, about 20 lakhs tonnes' of fertiliser 
was being imported at that time. The Department of 
Supply was responsible for making purchase; of all the 
fertilisers except from the East European eountcies 
which were handled by MMTC. The Department of 
Supply ·had a committee which used to advice in the 
matter of purchase of fertilisers just as ~ have a Steer .. 
ing Committee of SecretaIies now which goes into every 
detail. They had their agencies in India Supply Mission 
in Washington and in London. In these two Missions, 
there was a 'regular set up. The Department used to call 
for tenders, hold negotiations, if necessary, e~  the 
conditions, see those conditions were satisfied and then 
supplies were made. They are the people who settled 
the prices." 
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1.38. Asked in regard to the approximate value of the price of 
a thousand tonnes of fertiliser tile representative of the MMTC 
stated in evidence: 

"It would be at least around 80--100 million rupees f.o.b." 

1.39. Enquired as to how was the quality of the product veriftecl 
and inspection a ~ out at the port of loading, the Ministry of 
Agriculture in a written note have stated as under: 

"During 1973-75, the import of fertiliser was being arranged 
by ISM, Washington from USA and Canada and by ISM, 
London from West European countries. In the case of 
matP.rial coming from West European countries, the mate-
rial was being checked by the Inspection Wing attached 
to the ISM, London. In the case of purchases made from 
USA and Canada, the ISM, Washington appointed Inspec-
tion Agencies for  checking the quality of fertilisers. Ko 
DAP or ANP was imported from other countries. 

Before commencement of the loading of the material, the 
inspection agency was required to certify that the holdf. 
of vessels were checked and founei to be clean, dry an.cJ. 
did not contain any foreign material and was suitable for 
loading of the fertilisers. During loading, the Inspection 
Agency was required to draw samples from the material 
in a ~ an e with contractual provisions and prepare a 
composite sample. One part of the composite sample 
was being got analysed at their laboratory and one sam-
ple was being kept by the Inspection Agency for six 
~ nt  for. e e~en e f,lurpose. Pre-shipment inspec-
tIon report (lDcludlDg analysis report) is compared with 
the prescribed specifications. 

In addition to the above, the Inspection Agency was required 
to certify that the entire bulk loading facility was checked 
and found to be clean and free from contamination. 
Thereafter the agency would submit a pre1hipment iD-
spection report to the buyer. Preshipment inspection is 
meant to ensure the quality. 

~ e  no Government of India oflic;al was sent out ctf 
India to be present during loading of. ve9Sels." 
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, 1.40. ~ la n n  further the position that obtalned after 197& the 
~t  of Agriculture have in a note stated: . 
,. 

"With effect from August, 1975, at a decision Of Government 
of India, the entire work of purchases has been trans-
ferred to MMTC who have appointed Inspection Agencies 
for checking the quality of fertilisers at factory site! 
loading port. MMTC have appointed inspection agencies 
in most countries from where they buy fertilisers. How-
ever, in certain countries specially in East Europe, 
suitable inspection agents are not available. Therefore, in 
such cases and in order to protect Government of India's 
interest, inspection is arranged at the time Of arrival of 
fertilisers at the Indian Ports. The incidence of exce93hre 
moisture content is very uncommon. Where it takes place, 
it ha!! to be cons:dered in the background of conditions at 
the time of loading, whether the ship has encountered 
rough weather on the high seas or whether there have been 
very unusual conditions at the time of unloading." 

1.41. The Committee wanted to know whether the purchase con-
'tract provided for a maximum mo:sture content. The Ministry of 
Agriculture have replied in the affirmative. 

1.42. Enquired whether there was any provision in the purchase 
contract for payment of damages in respect of deteriorated goods, 
the Ministry of Agriculture have informed as under: 

"The purchase contract does not provide for levy of any speci-
fic penalties on the suppliers by Government on account 
of deviation in moisture content. At the port of loading, 
the quality of fertiliser:s checked by the Inspection 
Agency appointed by the procuring agency for this purpose. 
The contract provides that if the fertiliser does not con-
form to the specifications incorporated into the contract, 
the inspection agency can reject the material. In the case 
of bulk material, the suppliers normally guarantee free 
flowing condition Of the same at the port of discharge." 

1.43. The Committee wanted to know the action taken after 
receipt of the material in India to check up whether the inspection 
report in this case was correct or not. The representative of the 
"mistry of Agriculture stated in evidence: 

"Material arrived on the 17 December, 1974. When the material 
arrived here it was immediately taken charge of by the 
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Food Corporation of India who started unloading the-
at~ al and they dld further transhipment. If it was 
carried !in railway wagons it was weighed by a weigi-
bridge and the material was sent out to different parties." 

1.44. Asked whether after having taken delivery of the imported 
material, any check was made to ensure that it was upto standard 
speci1ications, the witness replied: 

"We had no arrangement at that time." 

1.45. The Committee wanted to know et e ~  cbemi'cal 
eramination of the imported fertiliser was carried out by the Ministr;y 
of Agriculture in their laboratories. The witness stated: 

uNo. Because we had no laboratory in this country at that 
time. In 1974 one fertiliser control laboratory was set up 
in the country. Now, we have 27 laboratories in States. 
We are expanding it. At that time, we had no staff of the 
type of quality control inspectors which could go to the 
port, draw samples, take it to the laboratory and get it 
tested." 

1.46. Asked since what period the practice of drawing samples was 
started, the witness replied: 

"Last one year. We are domg it in few cases as test samples 
only. The Finance Ministry did not agree to the creation 
of required number of posts for that purpose. Moreover, 
Sir, suppose, it is found that there is a marginal variation 
in test results at two places in that case, what do we do? 
So far as the seller  is concerned, his responsibility ceases 
the moment the fertiliser has crossed the tackle of the ship. 
Thereafter even if the ship sinks !into the sea, !t is a loss 
to the Government of India. We are, really speaking 
operating not in the buyers' market but we are mostly 
operating in the seller's market. We are alm03t the biggest 
importer of the fertiliser's in the world. So long as the 
fertiliser's physical appearance is good and so long as the 
State fertiliser control laboratories say that this fertiliser 
js not sub-standard we feel that it would not be wortll-
while to make much investment and create big parallel 
infrastructure here." 

1.47. Asked about the results of inspections carried out during the 
·last one year, the Ministry of Agriculture have. stated in a writte. 
note: 



"Prior to April, 1980, DAP shipments were not inspected, in 
the sense of drawal Of samples and analysis of the same 
by the Ministry of Agriculture, at Indian Ports, unleIB 
pre-shipment inspection report indicated deviation from 
the speci1lcations prescribed in the Purchase Contract or 
during the voyage, the material or the vessel has been 
damaged. due to rough sea, etc. From April, 1980, a 
beginning has been made to inspect some fertiliser ship-
ments at Indian ports." 

1.48. The Committee desired to know that since necessary test 
-facilities were now available in our laboratories, why the qualitv 
was not tested before making the final payment. The representatiVe 
.of the MMTC stated in evidence: 

''The fertilisers which are available in the world market are 
not so abundant that we can enforce these conditions on 
the suppliers. The suppliers' responsibility cases, whether 
it is £.o.b. or c.i.f. the moment the material passes the bar 
of the ship. At that point of time, you are entitled to test 
as much as you want, the quality of the material whidl is 
being put on the ship by the supplier. The commodity 
being a bulk commodity and, sometimes, it being a high-
value commodity, no supplier in the world will accept that 
the payment will be made after the product has moved 
10,000 miles and is "tested. in our country. What do we do 
to ensure that the product is tested at the load port? The 
agents are selected and paid by the Government Of Indial 
MMTC. These agents have got a world reputation. There 
are many inspecting companies in the world who do not 
do any other work except analysis and inspection. of such 
material. We float tenders to such people; we check the 
qualifications of these analysts; we find out who are the 
personnel employed by them, what are their qualifications 
and their registrations !in various countries and all that. 
We entrust the responsibility of testing the product to 
them as our agents. They are not the agents of the sup-
'pliers. They are our agents. We make the payment. Once 
the material has been certified. by our agent, in no way 
you can hold the supplier responSible." 

~  Ask8d whether the sample could be taken and tested before 
entering into contract for the purchase, the witness replied: 

"The fertiliser world is a very small world. The standing of 

, "' the, suppliers is weU-knowp. We are receiving producta 
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from most of the suppliers over the last 15 years. The-
products of the major suppliers, in the world are well. 
known and, as has been indicated by the Department of 
Agriculture, they have been tested time and again in this 
country." 

1.50. Asked in regard to the details of the arrangement for inspec-
tion of imported fertilisers at IndiliIl Ports the representative of the-
Ministry of Agriculture stated in evidence: 

"We unload fertilisers at 22 ports. We have classified them into-
fourteen zones and have assigned Inspectors to them. 
They have started taking samples." 

1.51. Enquired if inspectiol1'.3 were carried out during 1980 at all 
the Indian Ports, the witness replied: 

"I can certify that such tests, and inspections are made but I 
may not be able to certify that it is done at every port or 
that it is done for every ship. But the iystem has started.'" 

1.52. Enquired if there was any system whereb, the Department 
.of Customs sent intimation to the Ministry of Agriculture about the 
result of their test, the representative of the Ministry of Agriculture' 
stated in evidence: 

"Sir, there is no system as yet where the Department of ~ 

toms informs us within a reasonable time the result of 
their test. Sometimes they have taken as much as 108 days 
to conduct the test and there is no system whereby a copy 
of the test report is sent to us within a week or 10 days 
whereas we are required to release the ship in about 11) 
days and transport the material to different e t nat n ~ 

1.53 Since the representative of the Ministry of Agriculture was 
always there on the spot to sign the test report, the Committee-
wanted to know as to why he could not pursue the matter. The-
witness replied: 

"You are absolutely correct. If the system was that every 
fertiliser shipment is liable to customs duty and samples-
are drawn, we would' have surely developed a system 
under whieh we can see that our stat:. follows it up. I,.,aa.t. 
year we ~ te  4 mUllon t ~ ~ e t ~ Out at 
whi,ch half, a ~ Il to.D,I1eS is ~ a.Jld. ~ e l?alfmce is Dot 
liable to be checked for specifications. Therefore, no 
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samples are drawn. We did not know that the a~le -

had been drawn, but we are responsible for -it and I said 
to the Chairman that we are aware of the gravity of the· 
test and therefore, we must see that the sample is tested 
properly." 

1.54 Enquired that if no customs duty was leviable was it not 
necessary to conduct any check to find out if the imported material 
W;lS substandard, the witness stated:-

"I would respectfully submit that that is not really the case. 
We think that the inspection ra;?Orts which come to us are 
fairly reliable. We had no method. of verifying the same." 

1.55 The Committee wanted to know whether the Government 
had no system of verifying the quality except relying on the inspec-· 
tion report supplied by the foreign agents. The witness replied: 

"'That is no correct. We have no established system at the-
ports, but we have a system in the country to test the 
quality of every fertiliser that goes to the farmers. We 
have carried out tests for some years. In the Fourth and 
Fifth Plans over a ~  of time we have established 
laboratories, we have pursuaded the State Governments to 
draw samples, we are pursuing the matter to find out how 
many prosecutions were launched., how many convictions 
were obtained etc. This has been going on at the State· 
level for the last few years." 

1.56 Asked whether the imported fertiliser was tested invariably· 
in all cases. the witness replied: 

"No Sir. I have said that the quality control staff of the State 
Governments makes random check of fertilisers irrespec-
tive of source whether indigenous and imported, to deter-
mine the quality." 

1.57 The Committee wanted to know the number of chemical 
te.sts lP.8de in respect of imported fertilisers and in how many cases 
Il'_o,se,cu.tions were launcheci when material was found to be sub-
B;tan.wci,. In a written note, the Ministry of agrleulture have statetl. 
~~~-

"The iDfOJ'mation available' from the States is not given ferti-
lizer-wise nor indicates whether the material is imported' 
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~  ..... to the or indigeneously produced. However, a ~ . 
information furnished by the State Governments, durmg 
1978 and 1979 the position was as follows:-

Year No. of No. of Convic- Other 
cases prose- lion KUOIl 
detected culion awarded tab 

launched 

• 302 123 30 72' 

214 155 42 NA." 

1.58. The Committee desired to know how the present case was 
"brought to the notice of the Customs, the Member (Customs) re-
:J)Iied in evidence: 

"The internal audit of the Customs House brought to the 
notice of the Customs House that this consignment should 
have been charged to duty." 

1.59. Enquired as to the date when the internal audit brought 
!it to the notice, the witness stated: 

"On 17 October, 1978, the C.R.A. brought it to the notice on 
17 January, 1979." 

1.60. Asked as to when the demand for payment of duty in this 
-;ase was issued., the Ministry of Finance have stated: 

"A demand for Rs. 1,24,86,504/-was issued in this case when. 
Central Revenue Audit raised the objection and the same 
was confirmed on 22-2-80." 

1.61. Asked whether there were other similar cases also, the 
'Witness replied: 

"In all, 15 more cases are there. In these, the moisture con-
tent was found to be more than 1.5 per cent specified in 
these 'Exemption Notifications'. With this case it becomes , . 

16 cases where this moisture content was in excess of 
what the prescribed limit was. In respect of the remain-
ing 15 cases it was not as if the exemption was granted. 
It was nOt so. . .. These things ate imported from abroad 
in bulk normally. There are certain agencies for cleat: 
~  We allow clearance under what is called t ~ "Pro-
VISIOnal Assessment System". Food Corporation of India 



and other Government agencies are there; they deal with 
it; goods are allowed to be taken away. We keep the 
sample. Pending test of the sample, the consignments 
are allowed to be taken away. Whatever duty liability 
is there, they have to comply with it and that settlement 
is done subsequently. Therefore, there are 16 cases in alL 
Clearance- was allowed under what is called 'Provisional 
Assessment System'. This case is however not final until 
the final adjustment of duty is made." 

1.62. The Committee noted that all these cases were brought 
10 the notice prior to Central audit. Asked why it took four years 
by the internal audit to bring to the notice of the Department right 
:from 1974 onwards upto 1978, the witness replied: 

"In thesE' cases, all the assessments were made on a provi-
sional basis. The provisional assessment of the duty, caD 
be adjusted against the final adjustment of it on the final 
assessment. At that time whatever be the difference in 
duty is either refunded or adjusted. In the case of these 
importers, I concede there has been a very long time lag 
between the dates when the goods were released provi-
sionally and when the provisional assessment was fina-
lised." 

1.63. The Committee wanted to know whether demands had been 
raised within the period of limitation after the finalisation of the 
provisional assessment. The witness replied: 

"So far as the Agriculture Ministry is concerned, that has 
been done, I won't be able to tell you precisely in respect 
of all the other cases; There are 16 cases. Out of these 
exceptions may be there in one or two cases. In the case 
of others, I should say 'Yes, they are on time'. The 
exception will not be in more than one or two cases out 
of these mteen cases. 

I must submit also that the Department of Agriculture is 
,contesting this and so the matter is with the Ministry of 
Law. The issue before them is: Whether it is :in time or 
not. From my personal experience, I feel that in these 
cases, one or two exceptions may be there. All the rest 
are within time." 

00" , 1.64. The Ministry of Finance have informed the Committee that 
"'the Board has sought opinion of the MinistrY of Law whether·the 
benefit of the notification could be given to the consignments of Di-
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Ammonium Phosphate having moisture content in excess of the-
limit prescribed in the notification. At the instance of the Com-
mittee, the Ministry have furnished a copy of the opinion of the Law 
Ministry dated 1-12-80 an extract from which is reproduced below:-

"In this case, the first question for consideration is whether 
in respect of imported consignment of Di-Ammonium 
Phosphate from which on importation samples were drawn 
by customs in the prescribed manner and if on testing in 
the Customs House Laboratory, the ~le ant samples are 
found as not .conforming to the specifications in respect 
of moistUJ:-e as laid down in notification No. 115 dated 11th 
August, 1973, whether the exemption under the notifica-
tion would apply to the goods in question. The form in 
which the above question has been posted to this Ministry 
is such that the answer is obvious. If any imported goods 
do not conform to the specifications or conditions pres-
cribed in an exemption notification, it would not be eligi-
ble for the benefit ;of the said notification. As the im-
ported goods do not conform to the specifi.cations laid' 
dOwn in the notification No. 115, obviously, the goods 
would not be entitled to exemption under the said noti-
fication." 

1.65. The Ministry of FiRance have further informed the Com-
mittee that pursuant to the opinion of the Law Ministry, the Minis-
try of Agriculture had been requested to honour the demands. 

1.66. A statement indicating the quantities of di-ammonium phos-
phate containing moisture in excess of the permissible limit of 1$ 
per cent (i) where exemption in terms of the notification of Augt.lst, 
1973, was allowed in the first instance on the basis of the advice-
of .chemical examiner in other similar cases (ii) where goods were-
initially assessed provisionally pending receipt of the chemical test 
report and demands were issued by the Custom Houses on receipt 
of the Chemical Examiner's report indicating moisture content in-
excess of 1.5 per cent is at Appendix I. It will be seen from the 
statement referred to above that the total quantity and total amount 
of demand involved in 15 cases of both the above categories fs or 
the order of 73,438,938 MT and Rs. 10,23,32,805.69 respeetlvely .. Out 
of this, an amount of Rs. 94,29,028.04 only pertaining to one ease-
has been realised so far and in the rest of the 15 cases the realisa-
tion is still pending. 
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1.67. Asked whether the imported quantity ~  10,000 tonnes DAP 
iri this case increased on unloading due to 8 per cent moisture con-
tent, the representative of the Ministry of Agriculture replied in 
·evidence:-

"Tbe bill of loading quantity was 10,000 MT and the quantity 
that we cleared from the port was 10,113.240 MT. It is 
1.13 per cent more than the bill of loading quantity." 

1.68. Asked about other cases where due to increase in moisture 
-content there was relative increase in the quantity manifested, the 
Ministry of Agriculture have in a note stated as under:-

"Custom Authorities, as per analysis reports, reported 5 cases 
of DAP shipments, where moisture content was more 
than 1.5 per cent. Out of these, actual weighment reports 
show that in 2 cases, there was shortage and in 3 cases 
there was marginal excess as will be seen from the 
following: 

-------._-----
S1. 
No. 

Name of Ship Qty. excess % on account 
landed of Excess 
(in tonncs) 

I. Ataios (7i74): 426·038 -1'521% 

2. Vishwa Ash. (12/74) • 113·m +1.13 % 

3. Ever Peace (II!H) 

4. Island Archon (5/75): • 

5· lIoech Orchid (11/73) • 

15'457 

-17'416 

-205.775 

+0.114% 

~  

-1.6'16% 

1.69. In this context, the Ministry of Agriculture have further 

;.Stated: 

"Fertilisers when received in bags are weighed on the basis cf 
number of bags multiplied by 5OBg. In case, there is , 
shortage, this is decided on the basis of a certificate re-
ceived from Port authorities. The shortage is made good 
by the ship-owners/sup:lliers depending on. the contract. 
As regards bulk material, determination of weigjlt at the 
loading Port is done by various methods. These include 
draft survey, mac::hine reading or a certificate from a certi-
fied weighing master or from the rail/road company which 
brings fert.i1isers. The inspection agency. obtains: the 
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weight after generally satisfying himself that the pro-
cedure following is reasonably sound. At the unloading 
port, the weight is ascertained by means of draft survey. 
This compares well with the weight ascertained at the 
loading port. However, the weight ascertained by draft 
survey is an aQproximation. Actual weighment througb 
weigh-bridge or weighing machine is not feasible because 
of costs." i 'f ;1'1 

1.70 Asked if any concession was given to the consumer in price' 
where moisture content was too high, the Ministry of Agriculture 
have in a written note replied in the negative. 

1.71 The Committee wanted to know whether price charged from 
the consumer was the same irrespective of the quality of the ferti-
User. The representative of the Ministry of Agriculture stated 
during evidence:-

"No, Sir Mostly we have a fixed statutory price for every pr0-
duct of standard specifications. When the ~ t be-
comes below standard, for instance, it becomes very lumpy 
just as in this case, theoretically accepting that 8 per cent 
moisture was possible it becomes a slush material arid we 
will not be able to 'sell it to' the' farmer .. We have to send 
it to the laboratory. Inevitably it will be found that the· 
nutrient content of the fertiliser has gone down. There is 
a method in the Fertiliser Control Order-I think, Clause· 
13 (b) -which explains how this material will be disposed' 
of. The State Government is involved in it. The State' 
laboratory will test the material; in the presence of their 
officers, the material will be stam,ed properly, that it is a 
sub-standard material, and the price will be reduced' in a 
particular manner, in proportion to the reduction in the 
nutrient content of the fertiliser, and the fertiliser will be-
sold. If, even then, it does not find acceptance, it is auc-
tioned. It is generally bought by the granulating agents 
for whom it does not matter whether the nutrient content 
is 46 per cent or 40 per cent because they have to granu-
late and they can adjust the nutrient content. They are· 
the type of !:,leople who come and lift it in the auction." ,. 

1.72. The tt~ wanted to know the indigenous production· 
~ t~e demand of DAP in the country. In a note, the Ministry of' 
A.g:rieulture have furnished the following information:-



Year 

"Production, consumption and the gap between consumption 
and production of phosphate fertilisers during the  past 
three years are indicated below. 

(production ot Di-ammonium Phosphate in terms of 
p. IS is also indicated in bracket). 

QJantity 

(in ooo/tonnes of p.O.) 

Production Consumption Gap 

1977"78 • 

1978-79 • 

~ . 

670 (Bg) 867 

770 (105) 1106 

757 (1110) 1151 

-197 

-394" 
I 

1.73. In a separate note the Ministry of Agriculture have-' 
informed that the gap between domestic production and consump-
tion was met through imports to the extent of 1,64,000 onnes in 
the year 1977-78, 2,43,000 in the year 1978-79 and 2,37,000 in the' 
year 1979-80. 

1.74. Asked about the steps taken to step up the indigenous pro-
duction, the Ministry of Agriculture have in a note stated: 

"The capacity for phosphatic fertilisers, stood at 500,000 tonnes 
of at the end of 4th Five Year Plan (1973-74) rose 
to 10,80,000 tonnes of by the year 1978-79. At pre-
sent the capacity of is 12,82,000 tonnes. 

The phosphatic fertiliser projects with a total capacity of 
208,000 tonnes of PI N. -Haldia (75,000 tonnes) and 
Kand1a Expansion (133,000 tonnes) are under iInple-· 
mentation. These projects are expected to be oberational 
before the end of 191-82, raising the capacity further to· 
14.90 1akh tonnes of Besides, a few single super-
phosphate schemes are under implementation and they 
will add a capacity of about 40,000 tonnes of PI95 during' 
the next ~  years. 

The demand for phosphatic fertilisers is estimated by the· 
Ministry of Agriculture around 23 lakhs tonnes of 
PI '5 by 1984-85. As the production from the operating 
units and the projects under implementation would not. 
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be adequate tCl meet the demand for phosphatic fertilisers, 
the Department of Chemicals & Fertilizers is planning 
to take up more new phosphatic fertiliser projects/expan-
sion schemes .for implementation in a phased manner 
during the Sixth Five Year Plan so that the gap between 
dem::md and indigenous availability is narrowed down. 

Details of a new phosphatic fertiliser project with a capacity 
of about 3QO,000 tonnes of at Paradeep are likely 
to be settled soon and the Project is expected to be 
taken up for implementation in 1961-82.'" 

1.75. Enq"uircd about the price paid to the various suppliers of 
'DAP during the period 1974-75 to 1979-80, the Ministry of Agricu1-
'"lure have furnished the following information:-

, 
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1.16. The Committee find that under section 25(1) of the Custom& 
t~ 1962, the Government issued a notification in August, 1913 
whereby di-ammonium phosphate imported for use as manure or for 
the manufacture of complex fertilisers was exempted from payment 
of basic customs duty provided the imported goods conformed to the 
specifications prescribed in the notification. One of the specifica-
tions prescribed in the notification required that the moisture content 
in the imported di-ammonium phosphate should not exceed 1.5 per 
cent by weight. 

1.11. In Visakhapatnam Custom Bouse, a consignment of 10,000 
metric tonnes of di-ammonium phosphate having a moisture content 
of 8 per cent by weight but conforming to other spedfications men-
tioned. in the aforesaid notification was imported by the Ministry of 
Food and Agriculture in the year 1914 and was cleared free of the 
whole of Customs duty resulting in short collection of about Rs. 1.28 
60res. The concessional assessment was resorted to on the basis of 
the opinion given by the Chemical Examiner of the Madras Custom 
Bouse on ~  in the case of an earlier import. In that case the 
moisture mntent was only 1 per cent in excess of the stipulated 
maximum limit of 1.5 per cent and the Chemical Examiner had re-
commendeCl for the condonation of the excess percentage. The 
checimal test report on the sample of the goods under reference 
revealed a moisture content of 8 per cent. __ 

1.18. It would therefore appear that while granting the exemption 
from customs duty the correct facts and the legal position had not 
been properly appreciated. The logic of comparing the excess of 
6.5 per cent in the present case over the prescribed maximum mois-
ture content of 1.5 per cent with that of 1 per cent in an earlier case 
is not comprehensible to the Committee. It is also unfortunate that 
no note was taken of the fact that the Chemical Examiner had speci-
fically recommended for the condonation of excess percentage in the 
earlier cases whereas no such recommendation was made in the 
present case. Since the notification was specific about the moisture 
content and was to be read and applied as such, the exemption was 
apparently not admissible in this case. 

1.79. The Committee were informed that besides this case there 
are 15 other ~ of imports of Di-ammonium Phosphate containing 
moisture in excess of the prescribed limit of 1.5 per cent by weigJat 
during the years 19'1:J-1919, to which the exemption notification was 
applied. Of tbese, in 1 cases exemption was allowed on the basis of 
the advice of the Chemical Examiner !n similar other cases and ill' 
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the remaining 8 cases assessments were made on provisional. basis 
subject to final assessment on receipt of the report of the Chemical 
Examiner. The total quantity and amount of duty involved in these 
cases is of the order of 73,439 M.T. and Ra. 10.23 crores respectively. 
Out of this an amount of only Rs. 94.29 lakhs pertaining to one ease 
has been realised so far. The amount in balance is still to the tune 
of more than Rs. 9 crores. t ~  instructions have been issued 
by the Board that assessments made provisionally should be finalised 
expeditiously, the Committee are CDnc'emed to note that 7 assess-
ments made provisionally during August 1978-November 1979 have 
not yet been finalised. The Committee desire that these cases as 
also the reJDBining 7 cases pertaining to the years 1974 and 1975 
where total exemption hom customs duty was allowed, should be 
finally settled without delay. 

1.80. On an earlier recommendation of the Committee the Minis-
try of Finance had given an assurance that instructions had been 
issued to the Collectors of Customs to the etleet tbat : provisional 
assessments should be finalised in all cases within a period of n~ 

year from the date of imp!)rt. This assurance was given in . August' 
1976. The Committee are constrained to observe that the assurance' 

given by the Ministry of Finance and the instructions issued by them 
do not seem to have hatl any etlect and the finalisation of prodsional . 
assessments continues to be delayed for years together. The Com-' 
mittee would suggest that the Central Board of Exeise and Customs . 
must take stock of the situation, find out all cases in which their 
instructions have not been complied with, ascertain the reasons for' 
delay and then devise effective measures to monitor complian('e with' 
the instructions issued by them to the Collectors of Customs. ._ 

1.81. The Committee were told by the Member (Customs) during' 
evidence that "the Internal Audit brought to the notice of the Cus-
toms House that this consignment should have been charged to duty." 

The Member (Customs) had added that the Internal Audit had 
brought it to -notice on 17th October 1978 and the Customs Revenue 
Audit had pointed it out on 17th January 1979; the demand ~ 

~  1,24,86,504 was issued on the basis of the Revenue Audit objec-' 
bon on 22-2-1980. The Committee, however, understand. that in the 
reply sent to Audit in January 1980 the Ministry of Finance had 
~te  "the Internal Audit Department of the Custom House had. 
raISed the same point in October 1978 in a similar consignment." The 
Committee would like the Ministry of Finance to reconcile the dis-
erepaney in the two statements and enquire specifieally whether the 
Internal Audit Department of the Custom House actually cheeked 
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this particular case uul if so, when and what exactly was the point 
raised by them. The Committee would like to be informed of tile 
raised by them. The Committee would like to be informed of. the 
action taken by the Ministry to ensure that suCh failures anel delays 
do not reear •... 

1.82. The Ministry of Agriculture had informed the Committee 
that the imported di-ammonium phosphate referred to in the Audit 
paragraph contained a moisture content of 0.8 per cent at the time 
of loading. Its moisture content was however found to be 8 per 
cent on test of its sample by the Customs Chemical Examiner. The 
Ministry of Agriculture have contested the result of tbis test by 
saying that the method prescribed ~  the Customs was too simple 
and was not calculated to cover large quantities of the kind en-
visaged in this a ~ la  product. On the other hand, the Cus-
toms Department have stated before the Committee that the sample 
was not drawn from the periphery or from one particular comer 
of the hold but from the centre of the hold according to the proce-
dure for sampling laid down in Central Appraising Manual. They 
have further stated that the authorised representative of the Food 
Corporation of India who was present at the time had made an 
endorsement on the bill of entry to the efteet that "the samples 
have been drawn in duplicate and sealed in our presence and they 
are representative samples of the entire consignment!' This find-
iIlg, the Customs authorities say, has never been challenged by the 
Ministry of Agriculture earlier. To this, the representative of the 
Ministry; of Agriculture stated in evidence: ''I accept that the 
Food Corporation oflicial who was there when the Jlample was taken 
might have been ignorant, since this system of sample d1'8wingl 
was not there earlier." It is only from April 1980 onwards that a 
'beginning has been made by the M"lIlistry of Agriculture to inspect 
some fertiliser shipments at Indian ports. 

~  .The Committee thus find that the views of the Customs 
aut onties and of the Ministry of Agriculture as regards the 
:.ethO;: ~ drawal of sample for testing and the t",d ~ ___ ~ ... ' 

~ C emlcal ~a ne  have not been reconciled. When the 

:.:::ce off °tflihclacis was being taken by the Committee, the repre-
ves 0 e entral Board of Excise and Customs the Mi • t 

of a .... ·euItur d  h  • ,DIS ry 
~ I e an t  e IndIan Council of Agricultural Res h 

were • contesting each other's claims regarding the extent of ea ~ 
ture In the DAP d· __ mols-

an Its eueet on the quality of the fertiHser for 
Use as manure Th r  t ti . 
..4-..... • e epresen a ve of the Ministry of A""'; 1 .... __ 
.. "«ted In evidence that "w h ",a.CU ~ 

e ave strong reasons to feel that there 
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is some mistake somewhere. It (moisture content) cannot be 8 per 
cent". The Committee do not appreciate why opinion OB such 
technical matters could not be sorted out among the officers and 
experts of the Govt. before they appeared before the Committee t. 
tender evidence. As the demand for payment of customs duty 
amounting to Bs. 1.26 crores on the above import of DAP is pending 
realisation from the Ministry of Agriculture, the Committee desire 
that the matter should be sorted out with the Ministry of Finance 
and settled early. 

1.84. The Committee find that the condition of the maximum 
moisture content of 1.5 per cent by weight was deleted when a fresh 
notification granting exemption from customs duty on the import 
of DAP was issued on 19 July, 1980. With this changed position 
even though the imported material is not to be tested by Customs 
Department for purposes of exemption from d1lty, suitable satis-
factory arrangements have to be evohred by the Ministry of Agri-
culture to ensure that the imported DAP conforms to all the 
technical specifications and the interests of the farmer who is the 
ultimate consumer are not affected adversely. The Committee 
would therefore like to know the detailS' of the measures taken in 
this direction and whether the same ,are fool proof against supply 
of damaged Or deteriorated material. In that connection it is im-
portant to observe that the deletion of the condition about moisture 
content from the Exemption Notification for purposes of customs 
duty does not affect the position lDlder the Fertilizer Control Order 
according to which DAP containing excess moisture would still be 
non-standard." 

1.85. The Committee were informed that with effect from 1975, 
the entire work of purchases has been transferred to MMTC who 
have appointed inspection agencies for checking the Quality of 
fertilizers at factory site/loading port, and that in countries were 
suitable inspection agents are not available, inspection is arranged 
at the time of arrival of fertilizers at the Indian ports. The Com-
mittee were also informed that the supplier's responsiJility ceases 
the moment the material passes the bar of the ship. This being 
the caSe the Committee cannot help but observe that the inspe'dion 
of the fertilizer on arrival at the Indian port can at best serve only 
an acadiemiCl purpose. Any meaningful inspecticm to protect the 
country's interests should be at the port of loading. If the present 
Case is any indication the arrangements for such inspection are not 
altogether satisfactory. Considering the tltakes involved the Com-
mittee cannot share the Ministry's complacency in this matter 
based on the so called "world reputation" of the inspection agents. 
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The Committe would strongly recommend that in the context of the 
continuing large-scale imports, the Ministry should make eftective 
arrangements, even if it involves the deputation of our own tech-
nical people at the exporting end m ensure the efticiency as wen 
as the integrity of the inspection at the loading end. 

1.86. The Committee were info!"med that in the case referred to 
in the audit paragraph, 10,000 tonnes of di-ammunium phosphate 
were imported. The Chemical Examiner's report indicated the 
maisture content as 8 per cent by weight as against the permissible 
limit of 1.5 per cent by weight. Considering that the correctness of 
the ~ le had been duly verified by the representative 01 the 
Ministry of Agriculture, the present explanation of that Ministry 
to the eftect that the moisture content could not really be 8 per cent 
would seem to be merely an after-thought. If the Ministry's asser-
tion that the moisture content at the time of loading was only 0.8 
per cent is accepted the excess moisture of 7.2 per cent should have 
clearly resulted in an extra weight of 720 tonnes of nAP at the port 
of un-loading in India. Although the Ministry have stated that no 
concession in price was given to the farmers, the ultimate consu-
mers of this non-standard fertilizer, they have failed to give any 
accOunt of this extra 720 tonnes of nAP valuing at least Rs. 7.20 
Iakhs. In fact there should be similar extra weight in the other 
cases 73,439 metric tonnes of nAP carrying excess moisture also. 
The Committee would strongly recommend that the Ministries of 
Finance and Agriculture should investigate this matter thoroughly 
and report the correct position to the Committee. 

1.87. From the information made available to the Committee, it 
is seen that the State Governments have a net work of Inspeeton 
who make random checks of warehouses of manufacturers, hand-
ling agencies of fertilizers, cooperatives etc., and take samples for 
testing. In eases where the fertilizel"S, imported or indigenous, do 
not conform to prescribed specifications, action is taken against the 
persons coneemed. During the years 1978 and 1979 thf> nllml1er of 
cases so detected was 30Z and 214, the number of cases e~e prose-
cations were laun.ehed was 123 and 155 and where convictions were 
awarded was 30 and 42 respectively. The Committee apprehend 
that the number of such cases will be very large if.. "', ...... ~  
check of the mate'!'ial is carried out. The Committee would there-
fore like the Central Government to make appropriate arrange-
ments through the State Governments so as to ensure that fertilisers 
of sub-standard quality do not get distributed to the larmen. 
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1.88. The Committee find that the indigenous production of 
phosphate ferti1isers is not keeping pace with the consumption in 
the country and the import is increasing over the years to meet 
the entire demand. While the quantity imported in the year 1977-
78 was 1,64,000 tonnes, it increased to 2,43,000 and 2,37,000 tonnes 
in the years 1978-79 and 1979-80 respectively. The demand for such 
fertilisers is estimated around 23 lakhs by 1984-85. As the produc-
tion from the existing operating units and the projects under im-
plementation is not likely to be adequate to meet the growing 
demand for such fertilisers, the Department of e ~ ll  and 
Fertilizers is planning to take up more new pbospbate fertiliser 
projects/expansion schemes for implementation in a pbased man-
ner during the Sixth Five Year Plan. The Committee feel that 
Govt. should have taken adequate steps well in time to narrow 
·down the gap between the demand and indigenous availability of 
such fertilisers. They would like that the proposed expansion 
scbemes are implemented aecording to scbedule which would belp 
3n conserving foreign  exchange so vitally needed by the country. 
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DELAY IN DISPOSAL OF PERISHABLE GOODS 

Audit Paragra.ph 

2.1. Under executive instructions, perishable goods seized under 
the Customs Act, 1962 can be disposed of even before adjudication' 
of the relevant seizure cases. 

2.2. In a minor port, 231 Kgs. of chemical powder valued at 
Rs. 1,SO,I50 which was later analysed as "tetra-cycline hydro-
chloride", were seized in August 1974 and sent to the departmental-
godown for storage in January 1975. Orders of confiscation of the 
goods were passed in November, 1975. After obtaining permission 
from the Court in which prosecution proceedings were launched and 
after keeping representative samples, orders for disposal of the goods 
were communicated to the officer-in-charge of the godown in May 
1977. The issue regarding potency or otherwise of the chemical was 
under correspondence between the department and the various 
officers dealing with drugs. The technical opinion obtained in 
January 1978 was that the chemical powder was anti-biotic having a 
life period of 3 years from the date of its manufacture. Since the-
chemical was seized in 1974, it had outlived its life span and hence 
orders were passed in July 1978 for destruction of the chemical. The 
powder was ultimately destroyed in August, 1978 by dum:;Jing it 
into the ·sea. 

2.3. The Ministry of Finance stated in reply that at the time of 
seizure neither the description nor the date of manufacture of the 
chemical/drug was available and that it was identified by chemical 
analysis by the Drug Control authorities when an initial reference 
was made to them by sending a representative sample. The Minis-
try added that at the time of adjudication when the order for dis-
posal was sought for the question of date of expiry Was raised and 
that after protracted ~ n en e with various Drug Control 
authorities, the drug was reported to have potency of three years 
only which had elapsed from the date of seizure. The drug had, 
therefore, to be destroyed. 

2.4. The fact, however, remains that the goods were identified by 
chemical analysis as early as December, 1974 and the question of 
date of expiry was raised only after adjudication of the case in 
November, 1975. The loss of revenue in this case can, therefore, be 
attributed to non-observance of executive instructions referred to 
above. 

[paragraph 15 of the Report of the C&AG of India for the year 
1978-79-Union Government (Civil), Revenue Receipts, Vol. 1_ 
Indirect Taxes] 
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2.5. Section 110 (1) of the Customs Act, 1962 em,owers the pro. 
per officer to seize goods, if he has reason to believe that the goods 
are liable for confiscation under the Customs Act, 1962. After the 
seizure, a show cause notice is required to be issued within 6 months 
of the seizure of the goods. If no show cause notice is issued, the 
goods are liable to be returned to the owner from whose possession 
goods were seized. However, provision exists under section 110(2) 
of the Customs Act, for extension by a period not exceeding 6 months-
and such extensions are allowed by the Collector of Customs pro-
vided sufficient cause is shown. 
2.6. Section 126 of the Customs Act provides that on confiscation 

such goods shall vest in the Central Government. 

2.7. In regard to the manner in which seized/confiscated goods 
are disposed of, the Ministry of Finance (Department of Revenue) 
have eXQlained the position as under: 

"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, t..l-tey are disposed of even prior to their canfis-
cation. Utmost care is taken to ensure that these goods . 
are, as far as QOssible, sold for a fair price SQ that in case 
of any release of the goods on redemption there would be 
sufficient balance in the sale proceeds for paying the 
owner after deducting fine etc. if any." 

2.8. Asked if there were any rUstinct orders or instructions re-
garding disposal of perishable goods, Ministry of Finance (Depart.-
ment of Revenue) have stated in a written note:-

"The Central Board of Excise & Customs have from time to 
time issued orders relating to clisposal of perishable goods. 
In the case of perishable goods, the Custom Houses have 
been instructed to take steps to dispose of such goods e\ren· 
before adjudication wherever it is felt that such adjudi-
cation may take some time. This is to ensure that the 
perishable goods are not totally lost on account of conti-
nued storage and delay in disposal Besides, other goods 
that are likely to deteriorate or those, in respect of which 
the cost of' upkeep is disproportionately high, i.e. in the-
case of animals, or the arrangement for their t ~a e can-
not be provided except at a disproportionately high cost, 
like dangerous goods etc. are immediately disposed ot 
even before adjudication of the case after due intimation 
to the party. In such of these cases where the decision in 
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adjudication, appeal or revision is found to be in favour-
of the party, from whom the goods were seized, such 
parties are given the sale proceeds of such goods. They 
are thus not put to any loss." 

2.9. The Committee wanted to know as to how the goods com-
mented upon in the Audit Paragraph were seized and why they 
were lying for a long time in the store partiC'Ularly when they were 
of perishable nature. The Member (Anti-smuggling) explained the 
position during evidence as under:-

"One report was received by the Customs that one vessel was 
loaded with 20 bags of some chemical which was likely 
to be smuggled into the country. The investigation show-
ed that part of the consignment had already been landed 
somewhere or jettisoned. When the customs alert was 
given, the vessel started going to Dubai. While near a 
small port of Kalasi, the engine of this vessel falled. 
Therefore, the vessel could not go forward and was 
grounded. It, therefore, jettisoned these bags containing 
what was considered as yellow powder, and these bags, 
which 'Wft'e jettisoned in the water were washed ashore 
the port and were lying in shrubs in a half drenched 
condition. The customs officers, while searching for them. 
located these 9 bags and issued the panchanama. the 
receipt. At this stage, this seizure was known as yellow 
powder and we did not know what ~e of chemical or 
drug it would be. It was a minor port and only in a major 
centre testing facilities could be available." 

2.10. Supplementing the Ministry of· Finance (Department of 
Revenue) have in a written note stated: 

"The goods in question were seized by an Inspector of Customs 
on -~  acting on prior information .... They did not 
bear any marks or numbers but some labels bearing the 
legend 'Superior Quality Muribini Corporation. Osaka' 
were found by their side." 

2.11. About the steps taken to identify the goods after seizure, 
the Ministry of Finance (Department of Revenue) have stated as 
-under: 

"After the seizure on 16-8--1974, the Superintendent of Customs 
having jurisdiction over the area visited the spot on the 
following day i.e. 17-8-1974 and inspected the contents. As 
per his advice, the local ~t  at Ratnagiri were con-
sulted. However, the druggist at Ratnagiri as per his 
letter dated 23-8-1974 ela.?ressed his inability to identify 
the contents in the absence of adequate testing facil1ties. 



37 
Thereafter, the matter was referred to the Chemical Exa-
miner of Bombay Customs, Bombay. Tre Chemical Exa-
miner Bombay as per his letter dated 3-9-1974 expressed 
his inability to identify the chemical and advised that the 
matter be referred to the Drug Control Laboratory of the 
State of Maharashtra through the Drug Inspector, Ratna-
girl. The Drug Inspector Ratnagiri drew a sample of the 
chemical on 13-9-1974 and sent it to the Drug Control 
Laborat"ary Bombay where it was received on l- ~  
The Drug Control Laboratory as per its report dated 
26-12-1974 certified the sample to be that of "Tetracycline 
Hydrochloride". 

2.12. The Committee desired to be ".,prised of the action taken 
.tter the identification of the goods. The Member (Anti-smuggling) 
mted in evidence: 

'After identification on 26-12-74, the goods were deposited in 
the godown on 21-1-1975. The Supdt.  Godown was in-
formed only on 26-2-75 that the goods were tetracyline 
hydrochloride. He was advised to collect a copy of the 
test report. There has been an administrative failure on 
his partin not collecting the report. On 9th of Septem-
ber, 1975 though the Supdt. Godown had not yet received 
the test ra,ort, he requested for orders to disopse of the 
goods. On 23rd October, 1975, the Supdt. Godown again 
requested the Suprlt. (Adjudication) for Collector's orders. 
However, on 30th October, 1975, the Supdt. (Adjudica-
tion) informed the Supdt. Godown that the case is likely 
to be adjudicated shortly. In other words, they would 
like him to wait for the final adjudication. The question 
is why he has taken 7 months for seeking orders for dis-
posal of the goods. The Supdt. Godown was informed on 
26th of February, but he requested for the test report on 
26th of June. Therefore, there is a delay of four months 
on this account because the report was not given to this 
gentleman in time." 

2.13. When asked in regard to the action taken for the delay, the 
'witness informed as under: 

"It is admitted that there has been a delay of 7 months after 
the goods were identified and test ~ t received, for the 
Supdt. Incharge of the Godown, in seeking the order of 
of disposal from the Collector. For that necessary action 
has been taken against him and a warning has been given." 

2.14. Since there was a long delay in identification and disposal 
of the seized goods, the Committee wanted to have a statement show-
ing chronologically the various stages through which the case in 
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question was handled. In reply the Ministry of Finance (Depart-
ment of Revenue) have furnished a chronological history of the case 
which is shown at Appendix n. 
-2.15:' The ~ttee wanted toO-know the further aetion taken 
after the Godown Supdt. was informed on 30-10-'75 that the case 
was going to be adjudicated shortly and that he should await the 
results of the adjudication. The Ministry of Finance (Department 
of Revenue) have in a written note furnished the following infor-
mation: __ ~ 

"The Godown Superintendent remained the Collector llU 

23-10-1975 for permission to dispose of the goods. He was 
informed by Collector's office on 30-10-1975 that the case 
was going to be adjudicated shortly and he should await 
the results of adjudication. The cast was adjudicated -by 
the Collector, i,E!. he confiscated the goods on 19-11-1975. 
The case was put up to him on 25-11-1975 seeking his 
orders for disposal of the goods. The Collector raised 
certain queries on 19-12-1975 regarding the procedure for 
disposal as also whether a "No Objection Certificate" was 
required from the Drug Controller . He also wanted to 
know the date of eXQiry. Since the goods had been seized 
without any markings, it was not possible to give the date 
of expiry. It was accordingly necessary to obtain the 
advice of the Drug Controller whether the goods were fit 
for human consumption. Besides the Collector had given 
sanction for prosecution of the persons concerned in 
smuggling of these drugs on 13-1-1976 and a complaint 
was filed in the Court of the Judicial Magistrate First 
Class, Dapoli in January, 1976. Since prosecution wu 
la n ~  in the case and the goods had to be exhibited in 
the Court, it was considered desirable that the Court's 
order be obtained before disposal of the goods. 
However, as already stated above, the Court by 
its order dated 10-5-76 confiscated the goods not-
withstanrnng the fact that they had already been con-
fiscated by the Collector as per his order dated 19-11-1975. 
In view of the Court's order, no orders for disposal of the 
goods could have been passed The Department had to 
take steps to get the order vacated by filing an appeal to 
the Sessions Court which was done on 24-5-1976. The 
Sessions Court vacated the order of the Judicial Magis-
trate but asked the Department to approach the Lower 
Court for fresh permission to dispose of the goods. The 
J.udicial Magistnate Filst Class Dapoli finally granted 
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permission to dispose of the goods on 28-4-19'17 and on 
13-5-1977, the Collector permitted disposal." 

.,. 2.16. The Committee drew attention to the instructions issued 
by the Ministry of Finance (Da,artment of Revenue) which pro-

-vided that the perishable goods could be disposed of even before 
adjudication and desired to know as to why these were not followed. 
The Member (Anti-Smuggling) stated in evidence:-

"There has been some sort of lack of implementation in cer-
tain cases. This is one such case .... " 

2.17. Asked about the action taken against the persons responsi-
ble for the delay, the Ministry of Finance (Department of Revenue) 
have stated in a written note as under:-

"As regards action taken against the officers responsible for 
the delay. the then Supdt. (Godown) has already been 
warned. for his lapse. No action was possible against 
other officers as they had already retired from service." 

2.18. Enquired about the action taken, if any, to ensure that simi-
lar cases do not recur in future, the Ministry of Finance (Depart-
ment of Revenue) have stated in a written note as under: 

"The Board have issued instructions from time to time for 
expeditious disposal of perishable goods .. _ . After the 
Audit Para under reference, to ensure that such cases do 
not recur in the future, the Board issued fresh instruc-
tions vide letter No. 545\38\79-LC.I dated 27-12-79 (Awen-
dix In)." 

2.11. The Committee wanted to know wnether lists of perishable 
items are drawn at each Custom House and whether such lists are 
'reviewed from time to time. The Ministry of Finance (Deptt. of 
-Revenue) have in a written note intimated as follows: 

"Lists of perishable items are drawn up for each Custom 
House. The Board have also 'Vide their instructions No. 
l001102155-LC dated 6-12-1955 given examples of perish-
able goods with the instructions to Collectors to add up 
to these items if necessary. These lists are reviewed by 
the Collectors from time to time." 

2.20. The Committee desired to know whether confiscated goods 
-which are of a Qerishable nature were stocked. separately in the 
Custom Houses to ensure their quick disposal. The Ministry of 
Finance (Department of Revenue) have in a written note stated 
;as under:-

"Perishable goods are stored separately in the Custom Ware-
houses. As per instructions issue'.! by the Board vide 
letter No. 100\102155-LC dated 6-12-1955, the warehouse 
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, register and the case file dealing with the case must show 
the fact that the goods are of perishable nature. The 
instructions further state that the Godown Officer Will 
keep a special watch over such goods and take t e~  

action to remind the concerned executive departments re-
garding their disposal. These instructions have been 
reiterated to the Collectors to ensure that perishable goods 
are stocked separately." 

Valu4ticm of goods em seizure and disposal 
2.21. About the criteria for the valuation of seized goods in various 

Custom Houses the Ministry of Finance (Department of Revenue) 
have in a written note stated as under: 

"If the goods under seizure are easily identifiable as well-
known trade goods, the normal procedure is to ascertain 
the wholesale market value of the goods. If the goods 
cannot be easily identified, such as chemicals and drugs, 
samples are drawn to ascertain by examination the des-
cription and value. In such cases, the Panchnama merely 
shows the physical descri;Jtion of the net weight of the 
goods. In the case of items like diamonds, precious and 
semi-precious stones, etc., the .assistance of the trade as 
well as of approved valuers is sought. 

TIre Board have issued instructions from time to time that 
it is necessary to ensure a correct apnra:sal of the market 
value of the goods even at the seizure stage. Instructiom 
have been issued that the value of seized goods should be 
realistic so that there is no undue disparity between the 
value of the goods as at the time of seizure and at the 
time of final ciia?osal. 

The goods under seizure are valued immediately after the 
seizure by the officer who makes the seizure. 

Since the basis for valuation is the prevailing market price 
of goods of like kind and quality, there is bound to be 
some difference in the values of seized goods at ~ ent 

places on account of local conditions and variB.tions. 
However, the pattern of valuation is uniform everywhere 
inasmuch as the valuation at the time of seizure is based 
on the prevailing market price of the goods of like kin.d 
and quality. The value ascertained by the seizing officer 
is checked by his slll;.Jerior officers immediately when the 
seizure report is submitted." 

The Ministry have further added: 

"The valuation of seized goods at the time of disposal is done 
by the Valuation Committee of the Custom House. The 
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Committee consists of Assistant Co1lecto1'1IAppraising I" 
Assistant CollectorlDisposal, Administrative OftlcerlSales 
and. SuperintnedentlCustoms Warehouse. In all cases 
where the value is more than Rs. 10001-files are sent to 
the concerned Appraising Grout;) dealing in the imports 
of such goods and their opinion about the market value 
of the seized goods is taken. Appraiser (Sales) then puts 
up the value given by the AWraising Group to the Valua-
tion Committee which records its decision. The Com-· 
mittee also considers the discount to be given. 

The BORrd have also issued instructions that the fair price 
of the goods under disp0sal should be determined as 
correctly as possible after taking into consideration the 
saleable valUE of the goods in the market, i.e. the price 
which the goods are expected to fetch when resold in 
the market by the purchaser in auction, taking into· 
consideration the (!ondition in which they are at the time 
of sale. The 'Fair price' is the best price at which 
Customs can sell the goods under normal conditions and 
this will be somewhat lower than the price at which the 
goods of the same kind and in the same condition can be 
sold by the purchaser in the wholesale market, the 
difference representing the margin of profit ·which the 
buyer expects to make on resale. Fair price of the goods 
under disposal shauld be fixed by ascertaining the prob-
able sale price of such goods in the market and after sub-
tracting from it a discount which will represent the 
margin of the buyer at the auction. 

Howeve!', the valuation of gold and silver to be deposited in 
the Mint for which no credit is received, is not done at 
the time of disposal. Also in the case of items like 
diamonds, precious and semi-precious stones, antiques, 
etc. the assistance of the trade as well as approved 
valuers is considered by the Valuation Committee in the 
Collectorates/Custom Houses." 

2.22. Asked whether the pattern of valuation of goods is uni-
form in all thP. Custom Houses, the Ministry of Finance (Depart-
ment of Revenue) have stated 

"With ·11 view to ~ e e uniformity in valuation of goods, 
both at the time of seizure and at the time of dia,osal;. 
the Board have issued instructions that pJ"kes of goodB 
fixed at Bombay should be circulated to all the Collecto-
rates so as to serve as a guide in fixing the prices of' 
seized goods and goods ripe for disposal." 
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·2.23. The Committee wanted to know how the implementation 
,01 the above instructions was watched to e:'S'.lre uniformity in the 
llxation of value of seized goods. The Ministry of Finance (Depart-
ment of Revenue) have in a written note stated as under: 

"The Directorate of Inspection and Audit Customs and Cen-
tral Excise receives periodical reports from the Collectors 
showing the Bombay prices and the prices fixed by the 
Collectorates for purposes Of comparison. This Directo-
rate also ensures that. the prices are uniform. However, 
there is bound to be some difference in prices due to 
variation in demand in difterent places and local market 
conditions. There are also some general difterences in 
the prices of the goods of same description due to various 
factnrs such as make (different manufacturers) type 
(extent of sophistication) Model (showing year or time 
uf manufacture) size and the condition in which the 
goods are at the time of valuation. Some of the goods 
are seized in defective condition or may be old and used 
or partly damaged. Varying rates of sales-tax are also 
collected in some States." 

2.24. The Committee wanted to know if the Ministry baa made 
.any study as to how the valuation at the time of seizure compared 
with the valuation for disposal and with the actual sale proceeds. 
'The Ministry of Finance (Department of Revenue) have in a 
·written note stated as under: 

"The Ministry have not made any study to see as to how the 
valuation at the time of seizure compares with the 
valuation at the time of disposal and with the actual 
sale proceeds. However, the Board have issued instruc-
tions from time to time that it is necessary to ensure a 
correct appraisal of market value of the goods even at 
the seizure stage. Instructions have also been islNed 
that the value of seized goods shoiuld be realistic so 
that there is no undue disparity between the value of 
• the goods as at the time df seizure and at the time of 
final disposal. However, since there is a considerable 
period of time between the seizure of the goods and 
their disposal ~e to the processes of investigation, ad-
judication, appeal, revision, prosecution, etc., there is 
bound to be some difference in the value of the goods as 

determined at the time of seiZUre and at the time of 
disposal. " 
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Seizure and disposal of confiscated goods 

2.25. The total val'Ue of the goods seized by Custom Houses at 
Bombay, Calcutta and Madras during each of the last three years 
is shown in the following table: 

(RI. in Iakhs) 

1977-78 ~  1979-& 

Bombay 516.40 ¥Jg.80 1,141•86 

Calcutta IR5-75 147.03 R17-57 

Madras 38.75 g6.82 112·35 

(Note: The figures relating to Bombay give the total seizures made by C.C. Bombay and 
and C.C.(P) Bombay. 

2.26. The value of goods in storage, ripe for disposal and under 
·the process Of Investigation/Appeals/Prosecution etc., in the various 
Custom Houses as on 31-3-1979 and 31.3-1980, was: 

(Figures in crores of RI.) 

31-3-1979 31-3-1980 

59·75 75·24 

(Figures in crores of RI.) 

31-3-1979 31-3-lgBo 

9·53 10·75 

V_ of ,oods IIIUUr 1M /II'OtiUS of II t tIt lll t l ~ t t  de. 

(Figures in crores of RI.) 

31-3-1979 31-3-lgBo 

50.22 64.49 

Value of disposals actually made during the last 3 years. 
(Figures in Lakhs ofRupees) 

1979-& 
g68 

The position as on 30-6-lgBo was as follows:-

(a> Value ofseized/c0n6scated goods in sbx:k 

(RI. in crores) 

(b) Value of goods ripe for disposal • II .51 

(e) Value of ~ under process of investigation enquiry/process of adju-
dication,l.e. before &nal confiscation to Government. •  .  . 37.3R 

(d) Value of goods con6scated (including those of goods ripe for dis-
posal) .  .  .  .  •  •  •  •  .  •  • 3B ·73 
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2.27. The value of seized. goods item-wise in the various Custom 
Houses as on 31 March, 1980 was as follows: 

Name ofitcm 

I. Gold. 

lI. Silver 

S· Diamcmd and precious stcmea 

4- Currency 

5· Watches 

6. Liquor 

7· Electric goods 

8. Synthetic Textiles 

9· Baggage items 

10. Others 

Value 

(in aoreI of rupees) 

11'45 

10.16 

4.19 

II '41+200 US J: 

8.4!Z 

0'47 

1·7l1 

7·31 

10.63 

18'45 

75·lI1+1I00 US • 

2.28. The value of seized/confiscated. goods in stock as on 31' 
March, 1980, Port-wise, in the variaus Custom Houses was as 
tollows:-

Bombay 

Calcutta 

Cochin 

Goa • 

Visakhapatnam . 

Others 

TOTAL 

Name of the Port 

• 

(in crorel of RI.)I 

Value 

4.10 

1'97 

~  

04.15 

31.78-

75·1If. 

2.29. In the course of visit of a Study Group of the Committee 
to the Custom House, Bombay during October 1980, the Collector oC 
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Customs had pointed out a number of difficulties in the expeditious 
disposal of confiscated goods. Relevant extracts from a note given 
in this connection are reproduced below: 

"At present as on 31-6-1980 the value of total seized and 
confu:cated goods is Rs. 11,73,70,889/- (approx.) inclusive 
of goods worth Rs. 4 crores approx. which pertains to 
the R&I Pre 16-11-1977 stock Out of these, goods totally 
valued at Rs. 1,97,24.81 approx. are ripe for ctisposal In 
August, 1977 Govt. issued instructions suspending sale 
of confiscated goods and sale remained suspended, till 
May, 1978, so for nearly about a year there were no dis-
posals. However, the sale was partially resumed from 
May, 1978 onwards as far as non-notified goods were 
concerned. However, the sale of these items was restrict-
ed to the particular group such as textiles to STe, 
electronics to Government departments Educational 
Institutes, watches to HMT and liquor to ITDC etc. At 
that time there were no instructions regarding the sale 
of other heterogeneous goods and luxury items. The 
position was further reviewed by the Government in 
Decp.mber 1978 and the sale of luxury items ana heter-
genous goods was permitted to the members of public 
through retail shop. As the sale had remained suspended 
from August, 1977 to May, 197'8 and thereafter it was 
resumed only partially, substantial stock of goods had 
accumulated in the various warehouses. The retail sale 
to public through Retail Shop was very small as com-
pared to the total stock available for sale. The disposal 
was further liberalised by the Government in June, 19'79 
and sale of consumer items and luxury goods was permit-
ted to the NCCF and CSD (I) for the 'USe of bonafide con-
sumers and personnel of the Military and Para-Military 
forces respectively. This liberalisation relaxed the posi-
tion considerably and the disposal of the goods was com-
paratively better . 

• • • • • 
The liquor is to be sold to the Hotels through ITDC against 

their import quota licences. However, the lifting of 
stock by Hoteliers has not been very encouraging because 
as compared to the total stock ripe for disposal, the quota 
amount.; are very small. However, lTDC have been ap-
proached to issue maximum number Of release orders for 
the stock held by this Custom House. 
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The consumer goods and luxury items are to be sold to NCCF 
for bonafide 'USe of the members of the public. In recent 
past the disposal through NCCF has shown a downward 
trend because the NCCF has adopted a policy of buying 
the goods only if they have a ready customer. 

Besides the sale of lUxury items and consumer goods ~ 
NCCF these goods were also to be sold to CSD (1) for 
bonRfide use of the personnel of Military and Para-
Military forces. So far the CSD (1) have not approached 
the Custom House for purchase of the goods. In fact the 
Custom House even contacted the eSD (I) authorities 
requesting them to lift the goods but they have lntimated 
that the-terms of existing instructions have not been 
made applicable to them and they would approach us 
for buying the goods as and when the matter is finalised. 
In the circumstances, there has been no sale to CSD(I)." 

~  Explaining the reasons for time-lag in the disposal of 
cases under Adjudication! Appeals/prosecution etc., the Ministry of 
}'inance (Department of Revenue) have stated as under: 

:'It is not possible to indicate the maximum time-Iag involv-
ing in adjudication and other quasi-judicial or judicial 
procP.edings before the goods become ripe for disposal in 
customs seizure case. However, under the Customs Act, 
Show Cause Notice for initiating adjudication proceed-
ings is to be issued within 6 months which is extendable 
to one year from the date Of seizure and for this the 
party is to be given full opportunity to defend itself. 

In most of the cases, the adjudication proceedings take about 
1-2 years. After adjudication the party if aggrieved, 
norma]y avails of an opportunity to go in for appeal 
which is to be filed within three months of the adjudi-
cation order and further, if aggrieved by the appellate 
order, the party can go or revision application to the 
Government of India for which further 6 months after 
appeal order is available. These proceedings on an 
average may L"lvolve about a year's time. 

In cases involving seizures of goods valued over Rs. 10,000/-
or bdng repeated offences by the same party, prosecution 
proceedings may also be launched by the Department. 
Normally, the goods are not to be disposed of in such 



47 

cases until these proceedings are over. Thus, in cases 
here prosecution proceedings are launched on an average 
2 to 3 years period may elapse before the Court proceed-
ings are finalised. Thus on an average in a normal case 
involving prosecution, it may take about 5 years period: 
for the goods to become ripe for disposal. Nevertheless, 
in the cases of baggage, the adjudication proceedings are 
mostly done on the sPot and in these cases, the time taken 
for the goods becoming ripe for disposal may involve 
the period of appeal or reviSion, as the case may be. In 
these cases, normally, the goods become ripe for dis-
posal within 6-12 months from the date of seizure. In 
case of unclaimed seizure, the goods become ripe for 
disposal as soon as adjudication proceerUngs are over 
resulting in confiscation of goods. Also in case of seizure 
mvolving perishables, disposal of the same need not 
await finalisation of the aforesaid quasi, judicial or judicial 
proceedings. " 

2.31. During the course of study tour to the Collectorates of 
Customs and Central Excise at Bombay, Madras, Cochin and Tri-
vandrum during October, 1980 the Committee found that there was 
wide disparity in the prices of confiscated goods of like kind and 
quality sold from the retail sales oounters of the Custom Houses. 
It was also found that in the Custom Warehouses the storage 
system was not. very systematic and methodical. There were no 
proper indications about the names of the articles stored. In some 
goods had been lying for long periods because these could not be 
disposed of until the owners of the goOds had exhausted the 
remedial measures by way of appeal and revision, available to 
them under the Customs Act. Particular mention was made about 
the delay in disposal of liquor and watches at the Custom HO'USeS 
at Bombay and Madras because under the instructions issued these 
were first required to be offered for sale to the India Tourism 
Development Corporation and Hindustan Machine Tools Ltd. res-
e e~t el  It was stated that these organisations had expressed 
difficulty in lifting the stocks due to inferior quality or other 
reasons. It also came to notice that certain trifling items and 
inexpensive conflscated goods like small toys were put on sale . 

. 2.32. The Government have issued instructions to the Custom 
Bouses from time to time relating to disposal of perishable goods. 
These instructions clearly provide that perishable goods should be 
disposed of even before adjudication wherever it is felt that such ad-
judication may. take some time. This is to ensure that the ,el'ishable 
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goods are not totally lost in value on account of continued storage 
and delay in disposal. These instructions provide inter alia that "in 

the case of perishable goods it is n ~ merely permissible but obliga-
tory on the part of the Customs authorities to sell the goods before 
they deteriorate and keep the sale proceeds with them in order to 
proted the interest of the importers." 

2.33. In the case under examination, the goods were seized 'in 
August, 19'14 and were indentified as tetracyline hydrochloride in 

December, 19'14. Thereafter there was a delay of 4 months on the 
part of the Superintendent (Godown) in obtaining the test report, and 
a further delay of 7 months in seeking the orders for disposal from 
the Collector. The Committee have been informed that the concern-
ed officer has been warned for (.lausing this delay. 

2.M. The Committee are also surprised to find that even though 
the Supdt. (Godown) had solicited orders of the Collector on 9 
September, 19'15 and 23 October 1975 for disposal of goods on the 
ground that they were of a perishable nature, no orders for disposal 
were issued. Instead, the Supdt. (Godown) was informed that the 
case was likely to be adjudicated and the former should await ad-
judiCiation orders. Subsequent events show that emphasis was laid 
on prosecution of the offenders and no orders were passed about dis-
posal of goods, although the instructions issued by the Ministry of 
Finance, themselves provide that perishable goods can be disposed of 
even before adjudication. The Member (Anti-smuggling) conceded 
during evidence that "there has been some sort of laCk of implemen-
tation in certain cases. This is one such case." As the time is the 
essence in the disposal of perishable goods, the Committee would like 
the Government to review the existing provisions and consider dele-
gation of powers of disposal in such cases to the local Customs Units 
themselves upto appropriate financial limits. 

2.35. Another disquieting feature of the present case is that there 
was further delay of over one year (June 1977 to June 1978) during 
which period the Customs authorities consulted the various testing 
laboratories to first determine the identity of the goods and then for 
ascertaining its life expectancy. The Committee are now informed 
that as a result of audit objection, Government have issued instruc-
tions on 21 December, 19'19 that in cases where the description or 
the date of manufacture of a seized chemical/drug is not available, 
utmost care, precaution and expedition should be exerd'sed to ascer-

tain from Drug Control authorities not only the identity, purity and. 
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a-otency of the drug! chemical at the time of seizure but also the life 
.expectancy of the seized drug! chemical. The Committee expect that 
.these instructions will be scrupulously followed. -

2.36. The Committee find that persuant to the recommendation 
,contained in the PAC report (Paras 3.60 & 3.61 of 219th Report) 
(5th Lok Sabha) the Government have issued instructions to the 
.effect that the valuation of seized goods should be realistic so that 
there is no undue disparity between the value of the goods as at 
the time of seizure and at the time of their final  disposal. The 

pattern of valuation at the time of seizure is based on the prevail-
ing market price of the goods of like kind and quality. The fair 
price of the goods under disposal is determined after taking into 
consideration the saleable value of the goods in the market, i.e. the 
price which the goods can fetch when resold in the market by the 
purchaser, taking into consideration the condition in which they are 
at the time of sale. With a view to achieving uniformity in valua-
tion, the Central Board of Excise and Customs have issued instruc-
tions that the prices of goods fixed at Bombay should be circulated 

to all the Collectorates so as to serve as a guide in fixing the prieM 
. of seized goods and goods ripe for disposal. The Committee have 
been informed that the Directorate of Inspection and Audit Customs 

and Central Excise e~ e  periodical reports from the Collectors 
showing the Bombay prices and the prices fixed by the other Collec-
torate for purposes of comparison. The Committee would like to be 
informed about the specific action taken from time to time by the 
Directorate of Inspection, Customs and Central Excise and the Board 
on the reports received from the various Collectors to ensure un-
iformity in valuation of identical goods. 

" 2.37. The Committee were told by the Ministry of Finance that 
Government have not made any study to see how the valuation at 
the time of seizure eompares with the valuation at the time of dis-
Posal and with the actual sale proceeds. The Committee recommend 
that a procedure should be evolved whereby such a study could be 
made at specified intervals to enable the Government to equip 
themselves with the requisite data essential to take sueb. measures 
as are warrant to ensure correct appraisal of value of the goods 

both at the time of seizure and their disposal. 

2.38. The Committee find from the information made available 

to them that the value of seizedJconfiscated goods in stock in various 
Custom Houses as on 30 June, 1980 was of the order of Rs. 76 crores. 
~t of this, goods valued at Rs. 11.51 erores were ripe for disposal 
>On the date. Daring the course of visit of a Study Group of the 



SO 

Committee to some of the Custom Warehouses during October, 1980, 
it was noticed that there was heavy accumulation of confiscated 
goods. Some of the reasons for such accumulation were stated to be 
(i) non-disposal due to process of investigation, adjUdication appeal 
and revision and (ii) non-lifting of goods like liquor by ITDC and 
watches by HMT and (iii) downward trend in the sale of consumer 
items and luxury goods for the use of bonafide consumers and per-
sonnel of the military and para-military forces respectively due to 
procedural and other difficulties. The Committee also noticed durint 
on-the-spot visit that storage system in the Custom Houses was not 
very systematic and methodical and there were no proper indications 
about the lNlDles of the articles stored therein. At the retail sales 
counters of Custom Houses, wide disparity in the prices of cnnfi'!cated 
loods of like kind and quality was observed. The Committee are of 
the view that the existing rules and procedures regarding receipts, 
storage and disp.osal of seized and confiscated goods in stock results 
not only in deterioration in their quality but also casts ea~  l ~ll n 

on the Government by way of avoidable expenditure on warehousing 
and accounting. 

In pursuance of an earlier recommendation (Paras 3.57 and 3.58 of 
their 219th Report-5th Lok Sabha) wherein the Committee had 
expressed their distress at the large value of goods awaiting dispo-
sal, the Government had stated that instructions had been issued to 
all Collectors of CustpIDS and Excise to take serious efforts towards 
completion .of adjudication proceedings and disposal of confiscated 
goods. The value of seized/confiscated goods a nt n~ to Rs. 76 
crores as on 30 June 1980, however, indicates that the desired results 
have not m,en achieved inspite of the instructions issued in the 
matter. The Committee therefore recommend that the Govern-
ment should issue suitable instructions to ensure that the disposal 
of confiscated goods is monitored on quarterly basis. They would also 
like the Government to evolve some system whereby these and 
other instructions for disposal of tonfiscated goods are subjected to 
review at specified intervals with a view to introduce such changes 
as are essential in the interest of expeditious disposal of confiscated 
goods. 

2.39. In pursuance of an earlier ~ en at  made by the 
Committee in Para 3.59 of their 219th Report (5th Lok Sabha) to 
quicken the ~ al of confiscated goods, the Government had 
informed tlaat the amendment of the Customs Act, 1962 had been 
drafted for. taking powers for early disposal on confiscated goods 
Subsefl'Uently, on reconsideration of the matter, the Government 
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have informed that the amendment has not been inc!orporated in the· 
Customs Central Excise and Salt and Central Board of Revenue 
(Amendment) Bill in view of the fact that the proposed amendment 
to the law would result in deprivation of the goods to the owner. 
The Government have also intimated that they have taken some 
administrative measures like augmentation of the strength of the 
Central Board of Excise and Customs to expedite the disposal of 
appeals and revisions and are also considering the e en a~ n  

of the Jha Committee in regard to the setting up of classification 
tribunals. The Committee would like to know how far the measures 
adopted by the Government have helped in achieving the objective-
of expediting the disposal of the confiscated goods and also of the-
progress made towards the setting up of the tribunals in quescon. 



OBJECTIONS OF THE INTERNAL AUDIT DEPARTMENT 

.Audit Paragraph 

(a) Not raised within the time prescribed. 

3.1. According to the mstructions issued by Government in Feb-
ruary 1975, on a suggestion from Audit, the original bills of entry 
~ l  be forwarded to the Customs Revenue Audit for audit pur-
. chases well within a maximum period of 120 days from the date of 
payment of duty. The local formations were also requested to fix 
certain time limits for movements of the bills of entry through the 
various processes in d;fferent departments and also to devise some 
-checks to ensure that the time limits referred to above were strictly 
adhered to. This period of 120 days has an added relevance in the 
light of Section 28 of the Customs Act, 1962 which lays down a 
period of 6 months within which a notice may be issued for any 
duty not levied or short levied or erroneously refunded. 

3.2. The Internal Audit Department of the Custom House is, a 
fortiori required to complete their checks well withm. this period of 
120 days so that the chances of any demand becom :ng time barred are 
avoided. In the following cases, however, it was seen in audit that 
the demands were time barred for the reason that the necessary checks 
were not carried out by the Internal Audit Department well in time. 

(i) A conSignment of magnet:c disc drives and signal cables with 
accessories imported through a major Custom House in September 
1974 was assessed under items 73 and 73 (1) of the Indian Customs 
Tariff and the basic duty of Customs was paid by the importer in 
November 1974. Additional duty under items 33D and 33B(i) of the 
Central Excise Tariff respectively, was, however, not levied. The 
bill of entry was received in the Internal Audit Department of the 
Custom House in February 1975 which detected non-levy of additional 
duty only in April 1976. A request for voluntary payment of the 
short levy was consequently made in August 1976. The importer, 
however, refused to honour the request on the ground that it was 
'time-barred. This resulted in loss of revenue of Rs. 1,42,685. 
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The Ministry of Finance have confirmed the facts. 

(ii) A consignment of Tractor parts, nuts and bolts, hardware 
-circlips and locking rings imported through a major Custom House 
was deposited in the bonded warehouse. The goods were cleared for 
home consumption in January 1972 and were assessed to duty. 

The Internal Audit Department of the Custom House pointed <1'.lt 
in June 1975 a short levy of duty due to application of incorrect rate 
of exchange of £5.314 for every & . .100/- instead of the correct rate 
of exchange of £5.239 for every &. l00f- prevailing on the date of 
·clearance. A request for voluntary payment representing the 
difference due to adoption of incorrect rate of exchange and mistake 
in the working of the duty recovered initially was consequently made 
in August 1975. The importer rejected it as time barred (January 
1978) . Thereupon the Custom House closed the case (August 1978). 

This resulted loss of revenue of Rs. 35,245. 

This Ministry of Finance have confirmed the facts. 

(iii) A consignment of 29 drums of "Para Cresidine" imported 
through a major Custom House (AprilfMay 1974) was assessed to 
duty by the department under item 28 of the Indian Customs Tarift 
at 60 per cent plus auxiliary duty at 15 per cent ad valorem. Addi-
tional duty at 24 per cent under item 14-D of the Central Excise Tariff 

-was not levied. The bill of entry was receIved in October 1974 in 
the Internal Audit Department of the Custom House which detected 
non-levy of the additional duty only in December 1975. A request 
for voluntary payment, consequently made in May 1976, was refused 
to be honoured by the importer on the ground that it was time-
barred. This resulted in loss of revenue of Rs. 31,736. The Ministry 
'oi Finance have confirmed the facts. 

(b) Incorrect closure of objections raised within the time limit. 

3.3. In the following instances it was noticed that even though the 
objections were raised by the Internal Audit Department well within 
'the time limit and demands were issued by the department wherever 
necessary, the Internal Audit Department had dropped the objections 
incorrectly. 

(i) A consignment of "parts of air conditi'ormg equipment" was 
imported by a Government Department in July 1976 and assessed to 
'basic customs duty at 60 per cent ad 114lorem and auxiliary duty at 1.5 
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per cent ad valorem under heading 84.12 of the Customs Tariff Act, 
1975 without levy of any additional duty. Internal Audit Depart-
ment pointed out (June 1977) that the description and classification 
of the goods was not clear. 

On receipt of the invoices in July 1978 the Internal Audit De-
partment observed that the Customs House could assess the goods 
at higher rates and pomted out a short levy of Rs. 3,23,753. Less' 
charge demand for this amount issued in July 1978 was not honoured 
by the importer on the ground that it was time-barred. Internal Audit 
Department thereafter closed the objection (April 1979) . 

Audit pointed out (May 1979) that the closure of the objection was 
not correct as the objection by the Internal Audit Department calling 
for clarification in June 1977 with reference to the assessment was 
issued well within time. 

The department admitted the 'audit objection and recovered the 
short levy in July 1979. 

The Ministry Of Finance have continned the facts. 

(ii) Under a notification issued in 1962 Thennostats and valves 
are liable to additional duty as parts of Refrigerating 'and Air con-
ditioning appliances. 

In a major Custom House Thennostats and Motonsed Valves 
imported in February 1975 were not subjected to additional duty. 
At the instance of the Internal Audit Department demand was raised 
(August 1975) on the importer for a sum of Rs. 72,019 towards addi-
tional duty. However, on the ground that the goods would attract 
additional duty only if they are identifiable as parts of refrigerating 
and air conditioning appliances by virtue of their special design, the 
objection was dropped and the demand withdrawn in August 1977. 

Audit suggested (November 1978) to the department to reconsider 
their earlier decision with reference to technical opinion that Ther-
mostats need not have any special design for use in Refrigerators! 
Air canditioning appli'ances and on importer's own declaration that 
they were intended for controlling the room temperature. 

The department accepted the objection and stated that the im-
porters expressed their inability to pay the short levy voluntarily-
after the demand had already been withdrawn. 
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The Ministry of Finance have confirmed the facts. 

[Paragraph 16 of the Report of the Comptroller and Auditor 
General of India for the year 1978-79, Union Government 

(Civil), Revenue Receipts Vol. I, Indirect Taxes.] 

Introductory 

3.4. In. the scheme of customs administration, the Internal Audit 
Department serves as the agency for verifying that all custom; re-
venue and other duties leviable under various legislationsl enactments 
are correctly assessed and brought to account. The Internal Audit 
Department is also responsible for bringfug to light any weabesses 
or defects in procedure which may, in any way tend to impair the 
efficiency of administration and thereby affect public revenue. The 
function of the Internal Audit De,artment is to audit all documents 
passed in connection with import and export cargo, pre-audit or 
refund/drawback payment orders, daily sheet of cash and accounts, 
-overtime claims, bonds and guarantees before they are allowed to be 
cancelled on the fulfilment of undertakings etc. 

3.5. According to Sect:on 28 of Customs Act, 1962 a notice for any 
non-levy, short-levy or erroneous refund of duty should be issued 
within a period of six months. Instruction No. 1/75 F. No. 442/2/73-
eus. IV issued by Government on 14 February, 1975 requires that 
all original bills of entry should be forwarded to the Customs Revenue 
Audlt for audit purposes will within a maximum period of 120 days 
from the date of payment of duty The Internal Audit Department of 
the Customs House is therefore required to complete their checks 
well within this period of 120 days so that the chances of any demand 
becoming time barred are avoided. 

Audit objection 

3.6. The Audit in the instant paragraph has pointed out two types 
()f objections concerning Internal Audit Department of Customs 
·House, viz.-

(i) Cases where the Internal Audit Department failed to raise 
the objections within the time prescribed and the claims 
become time barred resulting in loss of revenue. 

(:i) Cases where the Internal Audit Department had raised the 
objections well within the time limit and demands were 
issued accordingly by the Department wherever necessary 
but the objections were subsequently dropped by the 
Internal Audit Department incorrectly. 
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Failure to raiise objections within the time presoribed 

3.7. The Audit has pointed out 3 cases under this category where-
objections were not raised by the Internal Audit Department within 
the prescribed time resulting in loss of revenue. 

3.8. It is seen that a case of non-levy of additional duty in respect 
Of a bill of entry received in February 1975 was detected by the-
Internal Audit in April 1976 only. A request made by the department 
for voluntary payment of short-levy amounting to Rs. 1,42,685 made-
in August, 1976 was not honoured by the importer on the ground that 
it was time barred. The Committee desired to know the reasons for 
the delay in raising the e t~ n  by Internal Audit Department. In 
a note furnished to the Committee, the Ministry of Finance (Depart-
ment of Revenue) have stated: 

"Regarding the case cited at para 16 (a) (i) Collector of 
Customs, Bombay has reported that on audit by lAD it 
was pointed out that the magnetic disc drives had been 
assessed under item 73 I.C.T. @ 60 per cent-15 per cent· 
and the Air Cargo Unit was asked to amplify the descrip-
tion of the goods or justify assessment under item 73. 
This objection by the lAD was issued on 5-3-1975. Sub-
sequently, Air Cargo Unit wrote to the importer on 
21-7-1975 asking for catalogue and customs attested in-
voice. These were forwarded by the importer in his letter 
dated 26-10-1975. This letter was forwarded to lAD on 
19-4-1976. whereupon lAD pointed out that the magnetic· 
disc drive appeared from the write up to be a peripheral· 
device of central processing unit and therefore chargeable 
to c.v. duty under item 33D CET pointing out the less 
charge of Rs. 1,41,860.77 and that the cables were also 
leviable to C.V. duty @15 per cent under item 33B(i) of 
CET pomting out less charge of Rs. 824.51. As such, there-
was failure on the part of the lAD to categorically point 
out leviability of countervail"ng duty right at the beginnine:· 
in absence of catalogue etc. and also due to the failure of 
the Air Cargo Unit to get catalogue and Customs attested 
invoice from the importers in time. Nevertheless, had the 
less charge demand been issued by the Air Cargo Unit 
immediately on receipt of the objection from lAD revenue-
would have been safeguarded." .... 

3.9. In the second case pointed out by Audit, the goods were 
cleared in January, 1972 but a short-levy of duty of Rs. 35,245 was; 
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pointed out by Internal audit Department in June, 1975 only. When. 
asked for the reasons for the delay in raising the objection, the Minis-
try of Finance (Department of Revenue) have in their note stated: 

--.... 'Regarding the case cited at para 16 (a) (ii) Collector of 
Customs, Bombay has reporteq that bill of entry is of 
1971, no records are available to indicate the circumstan-
ces under which the audit of the bill of entry was 
delayed." .... 

3.10. Yet another case pointed out by Audit related to a bill of 
entry received by the Internal Audit Department in OCtober, 1974 
which detected non-levy of additional duty of Rs. 31,736 oniy in 
December, 1975. The Department's request for voluntary payment 
of duty made in May, 1976 was not honoured by the importer. Ex-
plaining the reasons for the failure to raise the objection in time, 
the Ministry of Finance in a note furnished at the Committee's ins--
tance have stalted:-

"Regarding the case cited at para 16(a) (iii) Collector of 
Customs, Bombay has reported that the lAD had failed 
to point out the leviability of C.v. duty in this case ini-
tially but had raised the objection only relating to the-
port congestion surcharge without apparently going into· 
the question of leviability of C.v. duty. This may be 
attributable to the error of judgement on the paI!t of the 
Audit Officer." 

3.11. On enquiry the Committee have been informed that the-
Internal Audit Department of the Custom House watches the re-
ceipt of documents through a Key Register maintained by it. They 
have also been informed that if any document is not received in 
time in the lAD, the lAD pursues the matter with the concerned 
Department to get the document. 

Incorrect closure -of objections 7'aised within the time limit by the-
Internal Audit Depa7'tm.ent 

3.12. Under this category, the Audit has pointed out two cases 
where the objections were raised by the Internal Audit Department-
well within the time l ~ and demands were issued by the depart-
ment wherever necessary, but the Internal Audit Department had-
subsequently dropped the objections incorrectly_ 

3.13. The Audit para refers to a case where the Internal Audit 
Department raised certain objections in June, 1977 in respect of 
consignment assessed and duty paid in January, 1977. On receipt 
of the invoices in July 1978, the Internal Audit Department pointed: 
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-out a short levy of Rs. 3.24lakhs; a demand was iss11ed in July, 1978, 
which was not honoured by the importer (a Government Depart-
ment) on the ground that it was time barred.. The Internal Audit 
Department thereafter closed the objection. The Audit later on 
pointed owt that the closure of the objection was incorrect and the 
Department thereupon recovered the short levy in July, 1979. The 
Committee desired to know the reasons for the incorrect closure-
··of the objection. In a note, the Ministry of Finance have stated:-

"Wirth respect to the case of refund in paragraph 16(b) (i) of 
the Audit Report, the facts of the case are that the LA.D. 
of the Bombay Custom House had called for certain 
clarification in the month of June, 1977 to ascertain the 
detailed descripltion of the item. As a result, the invoice 
was called for from the importer. The invoice for the 
goods was received by the LAD. in July, 1978 when the 
less charge of Rs. 3,23,753.21 was pointed. out. There-
after a request for voluntary payment of this Ins charg-
ed amount was issued on 29-7-78. As the ~ n ent 

was assessed and duty was paid on 18-1-77, the demand 
was time barred under secltion 28 of the Customs Act, 
1962. The importers refused to make the payment. 
Accordingly, the obj.ection was closed. The O.R.A.D. 
in May, 1979, had objected to the closure of the I.A.D. 
objection on the ground that I.A.D. had raised objection 
for re-assessment of goods and called for c1arifi.cation in 
June, 1977, which was well within Ithe time limit of 
6 months. It may be mentioned in this connection that 
although the I.A.D. had called for a clarification, they had 
neither quantified nor even indicated the short-levy. The 
short levy was discovered when the invoice was received 
and when Ithe statutory time limit had expired. Later 
when the O.R.A. raised the objection, renewed efforts 
were made and the less charge was recovered" ... 

3.14. In the second case pointed out by Audit at the instance of 
:the Internal Audit Department a demand for Rs. 72,019 was raised 
in August, 1975 towards additional duty in respect of thermostats 
and motorised valves imported in February, 1975. However, on 
the ground that the goods would attract additional dUty only if 
they were identifiable as parts of refrigerating and air conditioning 
appliances by virtue of their special design, !the objection was drop-
ped and the demand withdrawn in August, 1977. On a suggestion 
by Audit to reconsider the matter with reference to technical 
-opinion, the De,artment accepted the objection but tlie importers 
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-expressed their inability to pay the short levy voluntarily as the 
demand was withdrawn. In a note furnished. to the Committee, a1 
the Committee's instance, the Ministry of Finance have stated: 

" ... Regarding the case referred to in paragraph 16(b)(ii) of 
the Audit Report Collector of Customs, Madras has re-
ported ,that the I.A.D. raised the objection on 26-6-19'75 
that additional duty would be leviable under item 
29A(3)-CET on fan coiled thennostat and motorised. 
valves. A demand notice for the short collection was 
issued by the Appraising Group concerned in time to 
the importers Mis. Indian Tourism Development Cor-
poration Limited, pending examination of the merits of 
the I.A.D. objection. A catalogue produced by the impor-
ter was perused and there was a difference of opinion 
between the Appraising GrO'l1p and the Internal Audit 
Department on the question of the leviability of the 
goods to additional duty. The AppraiSing Group was 
of the view that only thennostats specially designed as 
component parlts of refrigerating or air-conditioning 
equipment would be liable to c.v. duty under item 
29A(3)-CET. Since there was nothing to show the 
special design, the then Collector decided on 2-8-1977 
that the goods would not fall under item 29A(3l-CET 
and orderer withdrawal of the demand notice." 

3,15. The Committee wanted to lmow,in this connection, the 
level at which the objection raised by the Internal Audit Depart-
ment was closed. In their note, the Ministry of Finance have 
stated:-

"The objections raised by I.AD. are closed at the level of the 
Assistant Collector of Customs (lAD) where the depart-
ment a'gainst whom the objection has been raised accepts 
the objection, Where there is a di1ference of opinien 
between the concerned Department and the Audit 
Department, the matter is put up to D.C./Collector for final 
decision." 

3.16. In reply to a question, the Ministry of Finance have inform-
-ed the Committee that Internal Audit Department CO'Dducts ceDIt-
per-cent audit of documents. 

3.17. The Committee enquired. about the procedure in vogue tID 
review the pending objedtions of Internal Audit Department. The 
Ministry of Finance have in reply stated as under:-

"The lAD is required to keep a record of all pending audit 
objections, and to prepare a statement on monthly basis. 
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On the basis of this statement the review of pendbig 
objecticms is req1liftd to be made in CODSUltation with 
the n~ e  departttJ.ents. The pendency posltfOn is 
also reviewed by the Director (Audit) of the Directorate 
of Inspection and Audit (C&CE) through monthly 
statements from the Collectors." 

Evtllucmon of the Working of the Intemal Audit Department. 

3.18. The Committee desired to know whether there was an 
arrangement for the evaluation of the working df the Internal 
Audit Departttlent of the Custom Houses. The Ministry of Finance 
have in a note stated: 

"All major Custom Houses are publishing monthly Audit 
Bulletins and circulate these to others. This publication 
not only proves useful in ensuring against disparate practI-
ces but also constitutes a very adequate, regular and 
periodical evaluation of the worIqng of the Intemal 
Audit Department of the respective Custom House. Fur-
ther, the points, objections and auQit paras raised by the 
C.RA. themselves provide an evaluation of the work of 
the Internal Audit Department." ... 

Improvement in procedures 

3.19. The Committee wanted to know whether during the last 
be yeal'S any improvement or change or introduction. of a new 
procedure etc. were made based on the findings or recommendations 
of the Internal Audilt Department of the Custom. Houses. In a note 
fumished to the Committee, the Ministry of Finance (Department 
If Revenue) have stated: 

"The function of the I.A.D. of the Custom House is to ensure 
coITeCt realisation and accounting of revenue. The main 
work here will consist in ensu.ring correct classification of 
goods and the application of the appropriate duty rates. 
The D1ternal AUdit Departments of the Custom Houses 
have dMe very useful work in this sphere. 

As a result of objedtions raised by LAD. in Bombay Custom 
HOUSe alone, a sum. of Bs. ..143 lakh (appmx.) was 
realiJed during t ~ finaJtcial years 19'1V-98 to 19'19-410, anti 

, an amoU11t of Rs. 493.12 lakh (Approx.) was refunded 
\ during the same period as a result of the lA.D. vigilance. 
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The points raised by the lAD. circulated amongst the Cus-
tom Houses through monthly audit bulletiDs have resulted 
in better coordination a n~t Custom Houses and unifor-
mity in assessment and classification. There have been 
a number of cases where classifications of goods were 
changed due to LA.D. objections. Whenever there are 
di1ferences about classification or assessment amongst 
Collectors (and these get thrown up as a result of LAD. 
objections) these are discussed. and resolved at quarterly 
Tariff Conferences of the Collectors of Customs. In Tariff 
Conference held in March, 1978 as many as 23 points 
relating to disputed classifications were taken up for 
discussion and decisions taken were circulated amongst 
the staff as well as the trade." 

3.2(1. The main function of the Internal Audit Department of a 
Custolll House in the scheme of Customs administration is to ensure 
corred realisation and aCCbunting of revenue. The working of the 
Department had engaged the attention of the Public Accounts Com-
mittee on various occasions. Time and again the Committee have 
emphasised the need to improve the functioning of the Internal 
Audit Department with a view to ensuring proper realisation and 
accounting of revenue. They are, however, greatly concemed to 
note from the Audit Paragraph under examination that despite 
their )Jersistent exhortatiollS, the Internal Audit Department of the 
Custom Houses continues to be inhibited by certaia deficiencies in 
its fuaetioning. Some of the glaring shortcomings observed by the 
Committee during the course of examination are dealt with in the 
succeeding paragraphs. 

3.21. According to an inslreution issued by Government on 14 
February, 1975 the original bills of entry are reyuired to be for 
warded to the Customs Revenue Audit for audit purposes within a 
period of 120 days after completion of all other formalities includ-
inc a ~t by Intern.al Audit Department. This was done in order to 
avoid, the ehances o! any demand becoming time barrett by the 
operation of Section 28 of the Customs Act which lays down a 
period. of six menths within which a notice may be issued for any 
non-JeoI7Y, short-levy or errOlleous refund of duty. AccordiDg to 
Ministry of FiIlaDee, the Internal Audit DepartmeDt is required to 
waUh ,the timely rleeeipt of deew;nents through a Key Begis'ter 
JUintlllhe4 by it for tlais purpose. The Cemmittee note, however, 
that a _t check by the Customs Revenue Audit iD a single Custom 
Reuse l'eveued three eases in which the documents were not re-
ceived in the Internal AHit Department within the preseribmg 
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period. and the failure of the LA.D. to raise objections within time 
resulted in coDSiderable loss of revenue. The Ministry of Finance 
have not explained the reasons for this delay in the receipt of docu-
ments in the I.A.D. in any of these three eases. nor have they indi-
cated how and why the control mechanism of the Key Register 
maintained in the lAD proved ineffective. The fact that a limited 
test check in a single Custom. Bouse revealed three cases of failme 
would seem to indicate that the default is fairly widespread. The 
Committee would, therefore, recommend that the Ministry of 
Finance should enquire into the reasons for delay in these cases 
and then devise effective measures to ensure that such delays do not 
take place and the documents are received in the lAD at the ear-
liest for thelP to complete their work and furnish the documents to 
the Customs Revenue Audit within the stipulated period of 120 
days. '0 -
3.22. In one of the said three cases the Ministry of Finance have 

merely stated that the records are not available to indicate the cir-
cumstances under which the bill of entry was delayed. Jt) th(' other 
two cases they have acknowledged that either appropriate objec-
tions were not raised by the lAD even belatedly or adequate 
follow-up action was not taken to raise the less (:harge demand. In 
the first case they have stated that the failure on the part of Inter-
nal Audit ''may be attributable to the error of judgment on the 
part of audit officer" and in the second case t e~  ~ e stated "'had 
the less charge demand been issued by Air Cargo Unit imme-
diately on receipt of the objec!ion from lAD revenue would have 
been safeguarded". The Committee are constrained to note that these 
eases are symptomatic of the defective . functioning of Internal 
Audit mentioned at the outset. The Committee would suggest that 
all Collectors of Customs should be made to realise that internal 
audit is an i:mportant tool of management control with them and to 
make a proper use of this tool they must take personal interest in 
improving the efficiency of Internal Audit and in ensuring adequate 
and timely follow up action. 

3.2.1. Another disquieting drawback in the functioning of Inter-
nal Audit Department noticed by the Committee during the course 
of examination is that in certain cases objections were raised by 
the Internal Audit Department well within the time limit and 
demands' were issued wherever necessary but the Internal Audit 
Department had subseq1¥lntly dropped the objections incol'l'ec$I:y. 
The Committee note that in a case in Custom Bouse, Bombay, the 
Internal Audit Department in June 1977 had pointed out that the 
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description and classification of the goods was not clear. in ~e ~t 
of an import made in July, 1976. After receiving the mvolces U1 
July, 1978, the Internal Audit Department pointed out a .short-Ievy 
of duty amounting to Rs. 3.24 lakhs for which a demand ISsued was 
not honoured by the importer on the ground that it was time barred. 
The Department thereafter treated the objection as closed. The 
Revenue Audit pointed out that the closure of the ~t n was 
incorrect as the objection calling for: clarification was raised well 
in time. The Department admitted the Revenue Audit objection 

and was able to recover the short levy. 

3.24. The Committee note that in a ~ la  case in Custom House. 
Madras, at the instance of the Internal Audit Department a demand 
was raised in August 1975 on an importer for a sum of Rs. 72,019 , . 
towards additional duty in respect of thermostats and motorlsed 
valves imported in February, 1975. However, on the ground that 
the goods would attract additional duty only if they are identifiable 
as parts of refrigerating and air-conditioning appliances as laid 
down by a notification of 1962, the objection was dropped and the 
demand withdrawn. On a suggestion by Revenue Audit, the issue 
was reconsidered and the department accepted the objection, but 
the importer refused to pay the duty voluntarily as the demand 
had already been withdrawn. The Ministry of Finance have in-
formed the Committee that the demand was withdrawn under the 
orders of the Collector after the Internal Audit DepartJnr1'1f and the 
Appraising Department had taken contradictory views on the levia-
bility of duty. It is obvious that the checks in vogue in the depart-
ment for closure of the objections raised by the Internal Audit 
Department are inadequate. The Committee would suggest that 
if a difterence of opinion arises between the Appraising Depart-
ment and the Internal Audit Department regarding rate of customs 
duty leviable on a commodity, in order to safeguard revenue, 
demand should be raised at the higher rate pending final decision 
of performance of Internal Audit itself or of the etfectivencess of 
Internal Audit Department. 

3.25. "In para 3.22 the Committee have recoDlJllended that the 
COllectors of Customs should make proper use of and also improve 
the efliciency of tile IDternal Audit Department. The Committee 
are also of the view that the present departmental arrangemeJlt .for 
evaluating the working of the Internal Auctit Department through 
the monthly Audit Bulletin pubUshed by all major Customs Houses 
and cireulated to other is not adequate as DO monitoring is done by 
the Central Board of Excise and Customs, either of the efliciency 
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of perfomwaee of Interaal Audit itself or of the eftectivene&S of 
tbe foUow lIP action. Internal Audit is a very important tool oi 
intenal CODtrol througb which the Board can not only keep an 
effective watch over the standard of performance of their field for-
mations but also bring about substantial improvements tbrouch 
pointing out errors and omissions of common occurrence. For this 
purpose it is necessary that, apart from the local Collectors tak-
jag personal interest in this work, the Board should provide a 
central point of co-ordination and control The Committee would 
suggest that the findings of the Internal Audit Departments 
through the Monthly Audit Bulletins should simultaneously be 
reported to the Director of Audit who should also collect data about 
the progress of iDternal audit in difterent collectorates, the numbers 
and nature of objections taken, the quality of follow-up action and 
the progress of clearance of objections both of internal audit as 
well as Customs Revenue Audit. The Director of Audit should 
prepare a quarterly Audit Bulletin giving an assessment of the 
worldng of internal audit and indicating typical erro't"s and omis-
sions having considerable revenue effect. This Bulletin should be 
circulated to the Collectors for their inmformation and guidance and 
a copy thereof should be sent to Audit. The Quarterly Bulletin 
should also be cOnsidered by the Board. The Committee woul" 
further suggest that the performance of Interoal Audit should in-
variably be a subject for the Collectors Conferences which the 
Boal'd should arrange on the lines of the conferences of Commis-
sioners of Income-tax!' 

NEW DELm:; 
April 20, 1981 

--=--Cha.itra 30, 1903 (S). 

CHANDRAJIT YADAV, 
Chairman., 

Public Accounts Committee. 
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I. 16-8-1974 

2. 23-8-1974 

3· 3-9-1974. 

4· 13-9-1974 

5· 10-10-197+ 

6. 11-10-1974 

7· 26-12-1974 

8. 13-1-1975 

9· 21-1-1975 

10. 27-1-1975 

II. 19-2-1975 

14- 9-9-1975. 

15· 15-9-1975 

16. 23-10-1975 

• 

APPENDIX D 

(Via Para 2' 14) 

CIIrortN,wl histmy of the -

Date of seizure of goods. 

Local druggist at Ratnagiri was contacted to testify· 
the contents who could not identify Cor want of testin !_ 
facility. . 

Letter from Chemical Examiner Bombay advisiDg. 
that samples be got tested Crom Drug Control Labo-
ratory, Maharashtra. 

Sample drawn by Inspector, Good and Drugs, R.atna-
giri to be forwarded to Drug Control, i.aboratory, 
Maharashtra, Bombay. 

Salllple sent by Inspe::tor, Food and Drugs, Ratnagiri 
to Drug Control Laboratory, Maharashtra, Bom-
bay. 

Sample received by Drug Control Laboratory, Maha-
rashtra, Bombay. 

Goods certified as 'Tetracycline Hydrochloride' by 
Drug Control Laboratory, Maharashta. 

Show-cause Notice issued. 

Goods deposited by Supdt. Malwan at the Central 
Godown Hqrs. Pune without giving their complete 
desaiption. 

Case records along with Test Report sent to the Head-
quarters of CoUector. 

Supdt. (Godown) ~  wrote to Asstt. Collector 
(Customs) Ratnagiri enquiring whether analysia 
reJIOrl has been received from Chemical Analyst 
Calcutta before depositing-if done copy may be 
sent, and if not, necessary action in the matter may 
be taken. 

Supdt. Ratnagiri informed Supdt. (Godown) lIqrs. 
on test goods were found 'Tetracycline HydrO-
chloride' and was advised to get the report Crom 
Collector's Office (Adj. Branch). 

Supdt. (Central &cise-Goc1own) Hqrs. wrote to Supdt. 
(Adj.) Hqrs. calling Cor an analysis report. 

Asked Cor Test Report. 

Supdt. (CX-Adj.) Hqrs. wrote to Supcit. (CSX-Goclown) 
Hqra. CorwarcliDg a copy of aDaIysis report datea' 
~ - -

Supdt. (CX-Godown) Hqrs. wrote to Supdt. (Adj.) 
Hqrs. pointing out that drug is of perishable nature, 
Colkcior's orclers may be obtained Cor disposa J I 
before adjudication. 
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18. 19-11-1975 

19· 13-1-1976 

120. 17-1-1976 
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llS· !W-lll-1976 

116. 16-4-1977 

118. 13-5-1977 
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'p. 8-7-1977. 
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Supdt. (AIlj.) Hqn. wrote to Supdt. (Godown) IIl~tt 
cue iI Ubly to be adjudicated shortly and 
adjudication Ol"den. 

Cue adjudicated: goods absolutely confiscated. 

Sanction Cor proaecution given by Collector, Pune. 

Prosecution filed in the court of Judicial Magistrate, 
Dapoli. 

Court confiscated the goods, notwithstandiDg iu con-
fiscation by Collector Pune on 19"11-75' 

Department filed appeal to the Selsions Court agailllt 
the order oC Judicial Magistrate, Dapoli. 

Sessions Court Ratnagiri vacated the order of the 
Judicial Magistrate dated 1005-1976 and asked the 
Department to approach the lower court for per-
mission to dispose of the goods. 

Fresh application filed before Judicial Magistrate, 
Dapoli for permission for disposal of the goods. 

Application turned down on technical ground. 

Fresh application filed before Judicial Magistrate, 
Dapoli for permission for disposing of the goods. 

Court allowed disposal of the goods. 

Collector permitted disposal of the goods. 

A.C. (Prev.) Hqrs. wrote to Asstt. Drug Controller, 
Bombay forwarding sample for test as the power 
was in storage for a long time, before the same could 
be auctioned. 

Autt. Drug Controller made endorsement 
(Prev.)'. latter that: 

on A.C 

(I) Primary period is 3 yean-expiry may be in 
July, 1977· 

(ll) CoIIIult the Govt. Analyst, Drug Control Labo-
ratory, Maharashtra State. 

(3) Powder is completely discoloured and Cormed 
in lumps, entire goods may be destroyed. 

A.C. (Prev.) wrote to Govt. Analyst Maharubtra 
State, Bombay Corwarding sa mple and asked Cor 
opinion on samples. 

~ OcIIltrol Laboratory, Maharashtra State, Bombay 
MvlIed A.C. (Prev.) to cootact C.D.L., Calcutta. 

Reference from A.C. (Prev.) to Director, CDL, Calcutta 
fer _ng the sample and advice wbct4er Ultibiotia 
UaouW be &Old by public auction 01' to Govt. UDder-
taking etc. 

Reply of Director C.D.L, Calcutta to A.C. (Prev.) 
Sampb could be accepted if theIe are IeIlt 1IDder 
the prcwiaion of the Ad and 1luleI throuIIa A.D.L. 
Bomba, Ol" n,.. Drup 0aatr0IJer (IDdia). • 



4!Z. 7-1-1978. 

Asstt. Collector (Prev.) wrote to ADL, Bombay for 
~ IaIIlpies and advice about the diIpaaI 

01 tII8 ..... (lIIIpec:tor took the file and sample to 
Bombay to contact ADL). 

A.D.L. wrote to A.C. (Prev.) that no UICful PlDJXllfl 
will be serwd by tcstiDg IaIIlpies ezcept: to keep 
it in their file fOl' legal ~ are cIij. 
coloured--ello advised to CODSUlt the Chemical 
Euminer or Cultoms House. 

A.C. (Prev.) wrote to Dy. Chief Chemist.-Custc;m 
House. Bombay for teat and opiniOD wbetbeI' COD-
sigDmmt could be disposed or m auctiOD 01' should 
be destroyed as unfit for human CODIUJIlption. 

A.C. (Prev.) wrote to Director, C.D.L. Calcutta asking 
for no ObjectiOD is samples are tested by private 
laboratory. 

R.efeI-enc:c from Dy. Chief Chemist, Custom House to 
A.C. (Prev.) advisiug that powder has deteriorated 
and advised to consult Hindustan Antibiotic, Pimpri 
for opiniOD. 

Dy. Chief Chemist ex Laboratory, Bombay wrote 
to A.C. (Prev.) that Laboratory does not have the 
facility or teatiug the samples, in question. 

Reference from C.D.L., Calcutta to A.C. (Prev.) ad-
vising to refer the matter to Drugs CODtroller (India) 
New Delhi for opiniOD. 

A.c. (Prev.) wrote to Drug CODtroUer (India) Delhi 
giving full history of the c_diug copies 
of the c:orrespondence with different agencies and 
asked for adVice. 

Reply from nn... CODtroller (India) Delhi that Che-
1nica1 is .;tibiotio-&ince the goods were Idzed in 

~ expiry datc--aot advisable to sell 
in auctioa. 

Supdt. (Godown) wrote to Joint Commi-ioaer, Foods 
and Drugs Pimpri asking whether it is poIIible to 
find out the date or manufacture or the drug. 

Refenmce from Joint OnmmiuiODel', Foods and Drup-
not possible to find the date. 

Collector palled orden that the goods may be des-
tro,ecL 

• Seised goods wen: destroyed a.y dumpiug into the 
sea. 



To 

APPENDIX OJ 

(Vide Para 2.18) 

F. No. 545/38/79-LC. I 

GoVERNMENT OF INDIA 

MINISTRY OF FINANCE 

DEPARTMENT OF REVENUE 

New Delhi, the 2?th December, 1979 

All Collectors of Customs and Central Excise. 

SUBJECT: -Disposal-Disposal of Drugs/Chemicals-Regarding. 

Sir, 

In one of the draft audit paras, the Audit pointed out delay in 

di1:Qosal of certain chemical/drugs, having limited life span, which 

resulted in the destruction of the goods thus leading to loss to the 

Government. A careful examination of the case revealed that the 

said drug/chemical was sent to the Assistant Drug Controller, 

Bombay by one of the Central Excise Collectorate for ascertaining 

the identity of the goods only. By the time, looking at the nature 

of the goods a reference to the Drug Control authorities to ascer-

tain the life expectancy of the drug/chemical was made, the pre-

scribed life period of the chemical, from the date of seizure, had 

expired. The chemical was, therefore, destroyed subsequently. 

This was due to the non-availability of the description of the ~ 

modity as well as the date of manufacture of the said e ~ 

cal on the packages. With a view to avoid such situation, I am 

directed to request you that utmost care and precaution and e ~ 

pedition should be exercised in all cases of seizure of chemicall 
drug where neither the description and/or the date of manufacture 

is available, to ascertain from Drug Control Authorities not only 

the identity, purity and potency of the drug/chemical at the time 



71 

(If seizure but also the life expectancy of the seized drug/chemical. 

The receipt of the letter may please be acknowledged. 
Yours faithfully, 

Sd/-
(N. Krishnamurthy) 

Under Secretary to. the Govt. of India 

Copy forwarded for information to:-

1. Directorate of Inspection (Customs & Central Excise), New 
Delhi. 

2. Directorate of Revenue Intelligence, New DelIu. 

3. Directorate of Preventive Operations, Lok Nayak Build-
ing, Khan Market, New Delhi. 

Sd/-
(N. Krisbnamurthy) 

Under Secreta'!'y to the Govt. of India 
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. 
It
 
is
 
al
s
o 

u
nf
or
t
u
n
at
e 
t
h
at
 
n
o 
n
ot
e 
wa
s 
t
a
k
e
n 
of
 
t
h
e 
fa
ct
 
t
h
at
 t
h
e 
C
he
mi
ca
l 

~
 

E
x
a
mi
n
er
 
h
a
d 

~
e

al
 
re
c
o
m
me
n
de
d 
f
or
 
t
h
e 
c
o
n
d
o
na
ti
o
n 
of
 

e
xc
es
s 
pe
rc
e
nt
a
ge
 
in
 
t
h
e 
ea
rl
ie
r 
ca
se
s 
w
he
re
as
 
n
o 
s
uc
h 
'r
ec
o
m
me
n-

da
ti
o
n 
wa
s 
ma
de
 
i
n 
t
h
e 
pr
es
e
nt
 
ca
se
. 
Si
nc
e 
t
h
e 
n
ot
if
ic
at
i
o
n 
wa
s 

s
pe
ci
fi
c 
a
b
o
ut
 
t
h
e 
m
oi
st
ur
e 
c
o
nt
e
nt
 
a
n
d 
w
as
 
t
o 
be
 
r
e
a
d 
a
n
d 
a
p
pl
ie
d 

as
 
s
uc
h,
 
t
h
e 
e
xe
m
pt
i
o
n 
wa
s 
a
p
pa
re
nt
l
v 
n
ot
 
a
d
mi
ss
i
bl
e 
i
n 
t
hi
s 
ca
se
. 

T
h
e 
C
o
m
mi
tt
ee
 
w
er
e 
i
nf
or
me
d 
t
h
at
 
be
si
de
s 
t
hi
s 
ca
se
 
t
h
er
e 
ar
e 

15
 
ot
h
er
 
ca
se
s 
of
 
i
m
p
or
ts
 
of
 
di
-a
m
m
o
ni
u
m 
P
h
os
p
h
at
e 
c
o
nt
ai
ni
n
g 

m
oi
s
ut
re
 
i
n 
e
xc
es
s 
of
 
t
h
e 
pr
es
cr
i
be
d 
li
mi
t 
of
 
1.
5 
p
er
 
ce
nt
 
b
y 
we
i
g
ht
 

d
ur
i
n
g 
t
h
e 
ye
ar
s 
1
9
7
3-
1
9
7
9,
 
t
o 

~
 
t
h
e 
e
xe
m
pt
i
o
n 
n
ot
if
ic
at
i
o
n 

wa
s 
a
p
pl
ie
d.
 
Of
 
t
he
se
, 
i
n 
7 
ca
se
s 
e
xe
m
pt
i
o
n 
w
as
 
al
l
o
we
d 
on
 
t
h
e 

ba
si
s 
of
 
t
h
e 
a
d
vi
ce
 
of
 
t
he
 
C
he
mi
ca
l 
E
x
a
mi
n
er
 
i
n 
si
mi
la
r 
ot
h
er
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ca
se
s 
a
n
d 
i
n 
t
he
 r
e
ma
i
ni
n
g 
8 
ca
se
s 
as
se
ss
me
nt
s 
w
er
e 
m
a
d
e 
on
 
pr
o-

vi
si
o
na
l 
ba
si
s 
s
u
bj
ec
t 
t
o 
fi
na
l 
as
se
ss
me
nt
 
o
n 

e
e
~
t
 
of
 
t
h
e 
r
e
p
or
t 

of
 
t
h
e 
C
he
mi
ca
l 
E
xa
mi
ne
r.
 
T
h
e 
t
ot
al
 q
u
a
nt
it
y 
a
n
d 
a
m
o
u
nt
 
of
 
d
ut
y 

i
n
v
ol
ve
d 
i
n 
t
he
se
 c
as
es
 
is
 o
f 
t
h
e 
or
d
er
 
of
 
73
,4
39
 
M.
T. 
a
n
d 
Rs
. 
10
.2
9 

cr
or
es
 
re
s
pe
ct
i
ve
l
y.
 
O
ut
 
of
 
t
hi
s 
a
n 
a
m
o
u
nt
 
of
 
o
nl
y 
Rs
. 
94
.2
9 
l
a
k
hs
 

pe
rt
ai
ni
n
g 
t
o 
o
ne
 
ca
se
 
ha
s 
be
e
n 
re
al
is
e
d 
so
 
fa
r.
 
T
h
e 
a
m
o
u
nt
 
i
n 

ba
la
nc
e 
is
 
st
il
l 
t
o 
t
h
e 
t
u
ne
 
of
 
m
or
e 
t
h
a
n 
Rs
. 
9 
cr
or
es
. 
Al
t
h
o
u
g
h 

i
ns
tr
uc
ti
o
ns
 
ha
ve
 
be
e
n 
is
s
ue
d 
b
y 
t
h
e 
B
oa
r
d 
t
h
at
 a
ss
es
s
me
nt
s 
m
a
d
e 

pr
o
vi
si
o
na
ll
y 
s
h
o
ul
d 
b
e 
fi
na
li
se
d 
e
x
pe
di
ti
o
us
l
y,
 
t
h
e 
C
o
m
mi
tt
ee
 
ar
e 

c
o
nc
er
ne
d 
t
o 
n
ot
e 
t
h
at
 
7 
as
se
ss
me
nt
s 
ma
de
 
pr
o
vi
si
o
na
ll
y 
d
ur
i
n
g 

A
u
g
us
t 
1
9
7
B-
N
o
ve
m
be
r 
19
79
 
ha
ve
 
n
ot
 
y
et
 
b
e
e
n 
fi
na
li
se
d.
 

~
 

C
o
m
mi
tt
ee
 
de
si
re
 
t
h
at
 
t
he
se
 
ca
se
s 
as
 
al
s
o 
t
h
e 
r
e
m
ai
ni
n
g 
7 
ca
se
s 
~
 

pe
rt
ai
ni
n
g 
t
o 
t
h
e 
ye
ar
s 
19
74
 
a
n
d 
19
75
 
w
h
er
e 
t
ot
al
 e
xe
m
pt
i
o
n 
fr
o
m 

c
us
t
o
ms
 
d
ut
y 
wa
s 
al
l
o
we
d,
 
s
h
o
ul
d 
be
 
fi
na
ll
y 
se
tt
le
d 
wi
t
h
o
ut
 
de
la
y.
 

O
n 
a
n 
e
ar
li
er
 
re
c
o
m
me
n
da
ti
o
n 
of
 
t
h
e 
C
o
m
mi
tt
ee
 
t
h
e 
Mi
ni
st
r
y 
of
 

Fi
na
nc
e 
h
a
d 
gi
ve
n 
a
n 
as
s
ur
a
nc
e 
t
h
at
 i
ns
tr
uc
ti
o
ns
 
h
a
d 
b
e
e
n 
is
s
ue
d 

t
o 
t
h
e 
C
ol
le
ct
or
s 
of
 
C
us
t
o
ms
 
t
o 
t
he
 
ef
fe
ct
 
t
h
at
 
pr
o
vi
si
o
na
l 
as
se
ss
-

me
nt
s 
s
h
o
ul
d 
b
e 
fi
na
li
se
d 
i
n 
a
U 
ca
se
s 
wi
t
hi
n 
a 
pe
ri
o
d 
of
 
o
ne
 
y
e
ar
 

fr
o
m 
t
h
e 
da
te
 
of
 
i
m
p
or
t.
 
T
hi
s 
as
s
ur
a
nc
e 
wa
s 
gi
ve
n 
i
n 
A
u
g
us
t 
19
76
. 

T
h
e 
C
o
m
mi
tt
ee
 
ar
e 
c
o
ns
tr
ai
ne
d 
t
o 
o
bs
er
ve
 
t
h
at
 t
h
e 
as
s
ur
a
nc
e 
gi
ve
n 

b
y 
t
he
 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
a
n
d 
t
h
e 
i
ns
tr
uc
ti
o
ns
 
is
s
ue
d 
b
y 
t
h
e
m 

d
o 
n
ot
 
se
e
m 
t
o 
h
a
v
e 
h
a
d 
a
n
y 
ef
fe
ct
 
a
n
d 
t
h
e 
fi
na
li
sa
ti
o
n 
of
 
pr
o
vi
-

si
o
na
l 
as
se
ss
me
nt
s 
c
o
nt
i
n
ue
s 
t
o 
be
 
de
la
ye
d 
f
or
 
y
e
ar
s 
t
o
ge
t
he
r.
 
T
h
e 
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C
o
m
mi
tt
ee
 
w
o
ul
d 
s
u
g
ge
st
 
t
h
at
 
t
he
 C
e
nt
ra
l 
B
oa
r
d 
of
 
E
xc
is
e 
an
d. 

C
us
t
o
ms
 
m
us
t 
ta
ke
 
st
oc
k 
of
 
t
h
e 
si
t
ua
ti
o
n,
 
fi
n
d 
o
ut
 
al
l 
ca
se
s 
i
n 

w
hi
c
h 
t
he
ir
 
i
ns
t
nl
ct
i
o
ns
 
ha
ve
 
n
ot
 
be
e
n 
c
o
m
pl
ie
d 
wi
t
h,
 
as
ce
rt
ai
n 

t
h
e 
re
as
o
ns
 
f
or
 
de
la
y 
a
n
d 
t
he
n 
de
vi
se
 
ef
fe
ct
i
ve
 
me
as
ur
es
 
t
o 

n
~
 

t
or
 
c
o
m
pl
ia
nc
e 
wi
t
h 
t
h
e 
i
ns
tr
uc
ti
o
ns
 
is
s
ue
d 
b
y 
t
he
m 
t
o 
t
he
 
Co
l-

le
ct
or
s 
of
 
C
us
t
o
ms
. 

T
he
 
C
o
m
mi
tt
ee
 
we
re
 
t
ol
d 
b
y 
t
he
 
Me
m
be
r 

(
C
us
t
o
ms
) 
d
ur
i
n
g 

e
vi
de
nc
e 
t
h
at
 
"t
h
e 
I
nt
er
na
l 
A
u
di
t 
br
o
u
g
ht
 
t
o 
t
h
e 
n
ot
ic
e 
of
 
t
h
e 

C
us
t
o
ms
 
H
o
us
e 
t
h
at
 t
hi
s 
c
o
ns
i
g
n
me
nt
 
s
h
o
ul
d 
ha
ve
 
be
e
n 
c
ha
r
ge
d 
to
 

du
ty
."
 
T
he
 
Me
m
be
r 
(
C
us
t
o
ms
) 
ha
d 
a
d
de
d 
t
h
at
 t
h
e 
I
nt
er
na
l 
A
u
di
t 

ha
d 
br
o
u
g
ht
 
it
 t
o 
n
ot
ic
e 
o
n 
1
7t
h 
Oc
t
o
be
r 
19
78
 
a
n
d 
t
h
e 
C
us
t
o
ms
 

Re
ve
n
ue
 
A
u
di
t 
h
a
d 
p
oi
nt
e
d 
it
 
o
ut
 
on
 
17
th
 
J
a
n
u
ar
y 
19
79
; 
t
he
 
de
-

ma
n
d 
f
or
 
Rs
. 
1,
24
,8
6,
50
04
 
wa
s 
is
s
ue
d 
o
n 
t
h
e 
ba
si
s 
of
 
t
h
e 
Re
ve
n
ue
 
-.
.I
 

A
u
di
t 
o
bj
ec
ti
o
n 
o
n 
22
-2
-1
98
0. 
T
he
 
C
o
m
mi
tt
ee
, 
h
o
we
ve
r,
 
u
n
de
rs
ta
n
d 

U1
 

t
h
at
 
i
n 
t
h
e 
re
pl
y 
se
nt
 
t
o 
A
u
di
t 
i
n 
Ja
nu
a'l
"
Y 
19
80
 
t
he
 
Mi
ni
st
r
y 
of
 

Fi
na
nc
e 
ha
d 
st
at
e
d,
 
"t
he
 
I
nt
er
na
l 
A
u
di
t 
De
pa
rt
me
nt
 
of
 
t
he
 C
us
t
o
m 

H
o
us
e 
h
a
d 
ra
is
e
d 
t
he
 s
a
me
 
p
oi
nt
 
i
n 
Oc
t
o
be
r 
19
78
 
i
n 
a 
si
mi
la
r 
c
o
n-

si
g
n
me
nt
."
 
T
h
e 
C
o
m
mi
tt
ee
 
w
o
ul
d 
li
ke
 
t
h
e 
Mi
ni
st
r
y 
of
 
Fi
na
nc
e 
t
o 

re
c
o
nc
il
e 
t
h
e 
di
sc
re
pa
nc
y 
i
n 
t
h
e 
t
w
o 
st
at
e
me
nt
s 
a
n
d 
e
n
q
ui
re
 
s
pe
ci
-

fi
ca
ll
y 
w
he
t
he
r 
t
h
e 
I
nt
er
na
l 
A
u
di
t 
De
pa
rt
me
nt
 
of
 
t
h
e 
C
us
t
o
m 

H
o
us
e 
ac
t
ua
ll
y 
c
he
c
ke
d 
t
hi
s 
pa
rt
ic
ul
ar
 
ca
se
 
a
n
d 
if
 s
o, 
w
he
n 
a
n
d 

w
h
at
 
e
xa
ct
l
y 
wa
s 
t
he
 p
oi
nt
 
ra
is
e
d 
b
y 
t
he
m.
 
T
he
 
C
o
m
mi
tt
ee
 
w
o
ul
d 

li
ke
 
t
o 
be
 
i
nf
or
me
d 
of
 
t
h
e 
re
as
o
ns
 
f
or
 
t
hi
s 
fa
il
ur
e/
de
la
y 
on
 
t
h
e 

p
ar
t 
of
 
I
nt
er
na
l 
A
u
di
t 
a
n
d 
t
h
e 
ac
ti
o
n 
ta
ke
n 
b
y 
t
he
 
Mi
ni
st
r
y 
t
o 

en
S
U'l'
e 
t
h
at
 s
uc
h 
fa
il
ur
es
 
a
n
d 
de
la
ys
 
do
 
n
ot
 
re
c
ur
. 
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T
he
 
Mi
ni
st
r
y 
of
 
A
gr
ic
ul
t
ur
e 
ha
d 
i
nf
o
n
ne
d 
t
h
e 
C
o
m
mi
tt
ee
 

t
h
at
 t
h
e 
i
m
p
or
te
d 
di
-a
m
m
o
ni
u
m 
p
h
os
p
ha
te
 
re
fe
rr
e
d 
t
o 
i
n 
t
h
e 
A
u
di
t 

pa
ra
gr
a
p
h 
c
o
nt
ai
ne
d 
a 
m
oi
st
ur
e 
c
o
nt
e
nt
 
of
 
0.
8 
p
er
 
ce
nt
 
at
 
t
h
e 
ti
me
 

of
 
l
oa
di
n
g.
 
It
s 
m
oi
st
ur
e 
c
o
nt
e
nt
 
wa
s 
h
o
we
ve
r 
f
o
u
n
d 
t
o 
be
 
8 
p
er
 

ce
nt
 
o
n 
te
st
 o
f 
it
s 
sa
m
pl
e 
b
y 
t
h
e 
C
us
t
o
ms
 
C
he
mi
ca
l 
E
xa
mi
ne
r.
 
T
h
e 

Mi
ni
st
r
y 
of
 
A
gr
ic
ul
t
ur
e 
ha
ve
 
c
o
nt
es
te
d 
t
he
 
re
s
ul
t 
of
 
t
hi
s 
t
es
t 
b
y 

sa
yi
n
g 
t
h
at
 
t
he
 m
et
h
o
d 
pr
es
cr
i
be
d 
b
y 
t
he
 C
us
t
o
ms
 
wa
s 
t
o
o 
si
m
pl
e 

a
n
d 
wa
s 
n
ot
 
ca
lc
ul
at
e
d 
t
o 
c
o
ve
r 
la
r
ge
 
q
ua
nt
it
ie
s 
of
 
t
h
e 
ki
n
d 
e
n-

vi
sa
ge
d 
i
n 
t
hi
s 
pa
rt
ic
ul
ar
 
pr
o
d
uc
t.
 
O
n 
t
h
e 
ot
he
r 
ha
n
d,
 
t
h
e 
C
us
-

t
o
ms
 D
e
pa
rt
me
nt
 
ha
ve
 
st
at
e
d 
be
f
or
e 
t
h
e 
C
o
m
mi
tt
ee
 
t
h
at
 t
h
e 
sa
m-

pl
e 
wa
s 
n
ot
 
dr
a
w
n 
fr
o
m 
t
h
e 
pe
ri
p
he
r
y 
or
 
fr
o
m 
o
ne
 
pa
rt
ic
ul
ar
 

c
or
ne
r 
of
 
t
h
e 
h
ol
d 
b
ut
 
fr
o
m 
t
he
 
ce
nt
re
 
of
 
t
h
e 
h
ol
d 
ac
c
or
di
n
g 
t
o 

t
h
e 
pr
oc
e
d
ur
e 
f
or
 
sa
m
pl
i
n
g 
la
i
d 
d
o
w
n 
i
n 
Ce
nt
ra
l 
A
p
pr
ai
si
n
g 

Ma
n
ua
l.
 
T
he
y 
ha
ve
 
f
ur
t
he
r 
st
at
e
d 
t
h
at
 
t
he
 
a
ut
h
or
is
e
d 
re
pr
es
e
nt
a-

ti
ve
 o
f 
t
h
e 
F
o
o
d 
C
or
p
or
at
i
o
n 
of
 
I
n
di
a 
w
h
o 
wa
s 
pr
es
e
nt
 
at
 
t
he
 t
i
me
 

ha
d 
ma
de
 
a
n 
e
n
d
or
se
me
nt
 
on
 
t
h
e 
bi
ll
 
of
 
e
nt
r
y 
t
o 
t
he
 e
ff
ec
t 
t
h
at
 

"t
h
e 
sa
m
pl
es
 
ha
ve
 
be
e
n 
dr
a
w
n 
i
n 
d
u
pl
ic
at
e 
a
n
d 
se
al
e
d 
i
n 
o
ur
 
pr
e-

se
nc
e 
a
n
d 
t
he
y 
ar
e 
re
pr
es
e
nt
at
i
ve
 
sa
m
pl
es
 
of
 
t
h
e 
e
nt
ir
e 
c
o
ns
i
g
n-

me
nt
."
 
T
hi
s 
fi
n
di
n
g 
t
he
 
C
us
t
o
ms
 
a
ut
h
or
it
ie
s 
sa
y,
 
ha
s 
ne
ve
r 
be
e
n 

c
ha
ll
e
n
ge
d 
b
y 
t
he
 
Mi
ni
st
r
y 
of
 
Ag
ri
cu
lt
U'
re
 
ea
rl
ie
r.
 
T
o 
th
'i
s, 
t
h
e 

re
pr
es
e
nt
at
i
ve
 
of
 
t
he
 
Mi
ni
st
r
y 
of
 
A
gr
ic
ul
t
ur
e 
st
at
e
d 
in
 
e
vi
de
nc
e:
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ac
ce
pt
 
t
h
at
 
t
he
 
F
o
o
d 
C
or
p
or
at
i
o
n 
of
fi
ci
al
 
w
h
o 
wa
s 
t
he
re
 
w
h
e
n 

t
he
 s
a
m
pl
e 
wa
s 
ta
ke
n 
mi
g
ht
 
ha
ve
 
be
e
n 
i
g
n
or
a
nt
,.
 si
nc
e 
t
hi
s 
s
ys
te
m 

of 
~a

le
 

~
n
 
w
all
 
n
ot 
th
er
e 
ea
rli
er,
" 
Jt 
ls 
on
ly
 
fr
o
m 
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=" 
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r
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t
ur
e 
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80
 
o
n
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r
ds
 
t
ha
t 
a 
be
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n
ni
n
g 
ha
s 
be
e
n 
ma
de
 
b
y 
t
h
e 
Mi
ni
st
r
y 
of
 

A
gr
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ul
t
ur
e 
to
 
i
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pe
ct
 
so
me
 
fe
rt
il
is
er
 
s
hi
p
me
nt
s 
at
 
I
n
di
a
n 
p
or
ts
. 

T
he
 
C
o
m
mi
tt
ee
 
t
h
us
 f
in
d 
t
h
at
 t
he
 v
ie
ws
 
of
 
t
he
 C
us
t
o
ms
 
a
ut
h
or
i-

ti
es
 a
n
d 
of
 
t
h
e 
Mi
ni
st
r
y 
of
 
A
gr
ic
ul
t
ur
e 
as
 
i'
e
ga
r
ds
 
t
he
 m
et
h
o
d 
f
or
 

dr
a
wa
l 
of
 
sa
m
pl
e 
f
or
 
te
st
i
n
g 
 a
n
d 
t
he
 
te
st
 r
e
p
or
t 
of
 
t
h
e 
C
he
mi
ca
l 

E
xa
mi
ne
rs
 
ha
ve
 
n
ot
 
be
e
n 
re
co
nc
il
ed
. 
W
he
n 
t
he
 
e
vi
de
nc
e 
of
 
of
fi
-

ci
al
s 
wa
s 
be
i
n
g 
ta
ke
n 
b
y 
t
he
 C
o
m
mi
tt
ee
, 
t
h
e 
re
pr
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C
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c
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h
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re
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re
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p
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c
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 o
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f
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c
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h
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b
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h
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h
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c
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h
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w
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h
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c
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 f
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p
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h
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c
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b
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i
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c
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ca
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c
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 l
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ra
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c
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p
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n
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ra
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p
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c
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b
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re
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h
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b
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c
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b
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c
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p
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h
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h
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ra
n
d
o
m 
c
he
c
ks
 
of
 
wa
re
h
o
us
es
 
of
 
ma
n
uf
ac
t
ur
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c
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ra
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p
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at
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h
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