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i INTRODUCTION

1, the Chairman of the Public Accounts Committee as authorised
by the Committee, do present on their behalf this Hundred and
Fourth Report on action taken by Government on the recommenda-
tions of the Public Accounts Committee contained in their Eightieth
Report (Fifth Lok Sabha) on Chapter II of the Repprt of the Comp-
troller & Auditor General of India for the year 1970-71—Central
Government (Civil)—Revenue Receipts relating to Customs.

2. On the 26th May, 1973 an ‘Action Taken’ Sub-Committee was
appointed to scrutinise the replies from Government in pursuance
of the recommendations made by the Committee in their eatlier
Reports. The Sub-Committee was constituted with the following
Members:

Shri H. N. Mukerjee—Convener.

2. Shri Sunder Lal

3. Shri Biswanarayan Shastri

4, Shri M. Anandam Members
6. Shri H. M. Patel

5. Shri Nawal Kishore j

3. The Action Taken Sub-Committee of the Public Accounts
Committee (1973-74) considered and adopted this Report at their
sitting held on 8th January, 1974. The Report was finally adopted
by the Public Accounts Committee on the 31st January, 1974.

4. For facility of reference the main conclusions/recommenda-
tions of the Committee had been printed in thick type in the body
of the Report. A statement showing the summary of the main
recommendations|observations of the Committee is appended to the
Report (Appendix).

®
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5. The Committee placed on record their appreciation of the
assistance rendered to them in this matter by the Comptroller and
Auditor General of India.

New DEvLHI; JYOTIRMOY BOSU
February 4, 1974. Chairman,
Magha 13, 1895 (S). Public Accounts Committee



. ¢ . CHAPTER I ",
e REPORT -

-~

1.1, This Report deals with action taken by Government on the
‘recommendations contained in the Eightieth Report of the Public
.Accounts Committee (Fifth Lok Sabha) on Chapter II of the Re-
‘port of the Comptroller & Auditor General of India for the year
1970-71—Central Government (Civil)—Revenue Receipts relating to
Customs, which was presented to the House on 12th April, 1973,

1.2, Action Taken Notes in respect of all the 23 recommenda-
‘tions contained in the Report have been received from Government.
“The Action Taken Notes have been categorised as under:

(i) Recommendations|observations that have been accepted. by
Government

S. Nos. 13, 6—10, 13—16, 18, 19, 21 & 23.

«{(ii) Recommendations/observations which the Committee do not
desire to pursue in view of replies of Government

Nil.

«{(iii) Recommendations/observations replies to which have not been
accepted by the Committee and which require reiterations:

Nil.

(iv) Recommendations/observations in respect of which
Government have furnished interim replies:

S. Nos. 4, 5, 11, 12, 17, 20 & 22.

1.3. The Committee hope that final replies in regard to the
recommendations/observations to which interim replies have been
furnished will be submitted to them expeditiously after getting

them vetted by Audit.

1.4. The Committee will now deal with the action taken by Gov-
-ernment on some of the recommendations/observations.

Cost of collection of customs duties—Paragraph 1.25 (S. No. 4)

15. Dealing with the expenditure incurred on the collection of
.customs duties the Committee had made the following recommen-



dation in paragraph 1.25 of the Report:

“As a result of the increase in customs revenue the percen-
tage of expenditure to the revenue has come down to 1.4
per cent during 1971-72. In the absence of information
regarding the expenditure on staff employed on assess-
ment and collection of duties alone from year to year, the
Committee are unable to judge clearly whether there has
been genuine improvement. There should be an apportion-
ment of the cost between the assessment work and other
activities of the Department with a view to having an
effective control over the cost of assessment and collec-
tion of customs duties. It is also necessary to see how far
the lower percentage was due to a more rise in the rate
of taxation. The Committee suggest that the Department
should carry out a detailed and meaningful analysis of
the cost of collection so that a correct appreciation of the
position becomes possible.”

18. The Ministry of Finance (Department of Revenue & Insur-
ance) in their reply dated 6th December, 1973 have stated as below:

“The Director of Inspection, Customs & Central Excise who
was nominated as the co-ordinating officer has been as.:ed
to collect necessary data for processing the suggestion to
maintain seperate accounts in regard to ‘preventive func-
tions’ and ‘other functions’ of the Customs Department.
He accordingly collected the necessary material which
was discussed in a departmental meeting. The conclu-
sions reached were communicated to the C&AG for his
approval. It is understood from the Director of Inspec-
tion (Customs & Central Excise) that the C&AG has:
made some further suggestions for consideration. The
Director has already sent his reply to the suggestions and
a final decision is likely to be taken very early after ir-
formal discussion in a meeting to be held in early Decem-
ber 1973.”

1.7. The Committee note that the question of maintaining sepa-
rate accounts in regard to preventive functions and other functions
is under consideration of Government in consultation with Audit.
The Committee trust that after apportionment of the expenditure,
the cost ot assessment and collection of customs duties as compared
with total collections will be analysed having regard to the effect of
increase in the rate of taxation as already suggested by them. The
outcome of the examination may be intimated to them.
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Charges paid to the Union Excise Department in respect of outports:
and land eustoms work—Paragraph 1.28 (S. No. 5)

1.8. In paragraph 1.26 of the Report, the Committee made the
following observations reganding charges paid by the Customs to the
Excise Department for outports and land customs work:

“Out of an increase of Rs. 3.05 crores, in the expenditure of
the Department during the periopd 1967-68 to 19870-71
‘charges paid to the Union Excise Department for out-
ports and land customs work’ alone accounted for an in-
crease of Rs. 1.41 crores. The charges paid to the Union
Excise Department amounted to Rs. 3.69 crores out of the.
total expenditure of Rs. 8.66 crores during 1970-71. The
Committee desire that the reasonableness of the charges
paid and of the increase from 1967-68 should be gone into
to ascertain whether there is any scope for economy. In
this connection the Committee understand that the ques-
tion of revising the prescribed formula for working out
the charges payable to the Excise Department is under
examination. This should provide ample justification for
the examination suggested by the Committee. The re-
sults of the examination and the decision taken in the
matter may be intimated to the Committee.”

1.9. In their reply‘dated 6th December, 1973, the Ministry of Finance
(Department of Revenue & Insurance) have stated as follows:—

“Having regard to the recommendation of the Public Accounts
Committee, the Ministry suggested a new formula to the
C&AG for the allocation of expenditure between Customs
& Central Excise. This formula was discussed in a meet-
ing attended on 29th May, 1973 by the Revenue Depart-
ment, Ccmptroller & Auditor General and. Budget Divi-
sion. It was decided in that meeting that, before revising
the existing formula, a sample, study of two or three
Central Excise Collectorates should be undertaken. Ac-
cordingly, a team of two officers (viz. one from C&AG’s
Office and one from Revenue Department) was constituted.
This Team has already conducted Collecorate and pre-
pared a report.
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“The Director of Receipt Audit has proposed that Bombay,
Calcutta & West Bengal and Cochin Collectorates may also
be surveyed. It is expected that the study team will start
the survey of the above mentioned Collectorates early
December (the tentative date being 10th December 1973).
It has been impressed upon the Director of Inspection
(Customs & Central Excise) to ensure early completion of
the survey and finalise the report.”

1.10. The Committee desire that the proposed survey of the
Bombay, Calcutta and West Bengal and Cochin Collectrates should
be completed expeditiously. They would like to be apprised of the
decision taken on revising the formula for allocation of expenditure

between Customs and Central Excise.

‘Variation between the Reserve Bank of India figures and Directorate
General of Commercial Intelligence & Statistics figures regarding
exports—Paragraph 1.35 (S. No. 7)

1.11. The Committee made the following observations in para-
-graph 1.35 of the Report regarding variation between the figures of
-exports maintained by the Reserve Bank of India and Directorate
‘General of Commercial Intelligence:

“The variation between the Reserve Bank of India figures ‘and
Directorate General of Commercial JIntelligence and
Statisties figures is not confined to jute and hides and
skins alone. It is the case with practically all the commo-
dities, while the variations in regard to oil cakes and iron
ore also are quite marked. The Committee are of the
view that since the statistics maintained by two agencies
are depended upon for policy making, normally the varia-
tions should not be large. They have been informed that
a Committee has been appointed to go into the present
system of compilation of foreign trade statistics based on
customs data. Steps taken to build up reliable statistics
as a result of this study may be reported to them.”

1.12, In a note dated 26th September, 1973 the Ministry of Com-
mmerce stated as follows:

“Minhas Committee appointed to examine the system of compi-
lation of export statistics and to look into the working of
the office of the D.G.C.I.&S., Calcutta have inter alia gone
into the question of divergences between the balance of
payments data compiled by R.B.I. and the customs data
-compiled by the D.G.C.1&S. The Committee in their
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interim report have stated that normally c¢ne two sets of
data differ on account of the divergence in the source of
data, method of valuation, coverage, timing and classifica-
tion. However, the divergence in the overall export
figures between the two sets of data has widened after the
introduction of the method of compiling export statistics
on the basis of original (i.e. provisionally passed) copy of
the shipping bill with adjustment being made for short and
shutout shipments information received dquring the period
introduced by the D.G.C.I.&S. in Nov. 1970. It is possible
that under this system the divergencies between the two
sets of data have been exentuated because of the lack of
complete reporting of fully shut out shipments by the
shippers. The RBI data are based on the duplicate copy
of the G.R, forms which are broadly comparable to the
finally passed shipping bills. The principal recommen-
dations made by the Committee in their interim report for
ensuring accuracy in the compilation of export statistics
based on customs data are as follows: —

(i) A change over with effect from 1st April, 1973 to the
compilation of export statistics on the basis of shipments,
i.e. from the duplicate (finally passed) copy of the ship-
ping bills instead of the original (provisionally passed)
copy on which adjustments for short and shut out ship-
ments were being made but with a time lag depending
on the receipt of this information by the Customs from
the shippers. This recommendation has already been
accepted and implemented.

(ii) For proper co-ordination of work betwgen the Customs
Houses and D.G.C.1.&S. and also ensuring accuracy,
strengthening of the staff both at the Customs and the
D.G.C.1.&S.'s offices has been recommended. The case
for upgradation/creation of posts both at the Customs
and the D.G.C.L.&’s office is being processed in consul-
sultation with the Ministry of Finance.”

1.13. The Committee would await the steps taken to build up
relable statistics on the basis of the final report of the Minhas Com-
mittee.

Claim for drawback and cash assistance—Paragraph 1.55 (S. No. 11).
1.14. Referring to a case where both drawback and cash assis-



tance had been claimed, the Committee made the following observa-
tions in paragraph 1.55 of the Report:

“Besides drawback, cash assistance is also allowed to promote
exports. While the admissibility and rates of duty draw-
back are fixed by the Ministry of Finance (Department
of Revenue & Insurance), the cash assistance is fixed by
the Ministry of Foreign Trade. In this connection, the
Committee understand that a case is under investigation
where drawback was claimed on a declaration that im-
ported materials had been used while cash assistance was
also obtained stating that indigenous materials had been
used. The result of the investigation may be reported
to the Committee. In order to guard against such mal-
practices and ensure that a person does not get more
benefit than is justified, the Committee are of the view
that the fixation of drawback and cash assistance should
be centralised in one agency.”

1.15. In their reply dated 22-10-1973, the Ministry of Finance
(Department of Revenue & Insurance) stated as follows:

“The Committee’s suggestion that fixation of drawback .and
cash assistance should be centralised in one agency is
being further examined, in the light of the views of the
Ministry of Commerce received recently that they do not
consider it a feasible proposition. Possible alternatives
that would achieve the desired results are also being
considered.

2. As regards the specific case where drawback was claimed
on the basis that certain materials were imported while
for purposes of cash assistance they were stated to be
indigenous materials, the position is that a company
[ G ) had declared to the Drawback Directorate that
certain imported materials had been used in the manufac-
ture of their export products. On verification it was
found that in the case of imported natural raw rubber,
a small percentage had not been utilised in the manufac-
ture of the export products, and that in respect of cer-
tain chemicals, the data furnished were insufficient for
the purpose of working out the duty incidences on them.
However, these factors did not materially affect the fixa-
tion of the drawback rates. In the case of imported
natural raw rubber a general decision had heen taken to
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consider only 20 per cent of the natural raw rubber as
imported and the rest as indigenous, in spite of the evi-
dence of higher utilisation of imported rubber by the com-
pany. The chemicals referred to above were not taken
into account while calculating the rates of drawback. The
drawback rates were accordingly fixed on the above basis,

in consultation with the Comptroller and Auditor General
of India,

~e

3. As regards the results of the investigation into the com-
pany’s claim for cash assistance, the Ministry of Com-
merce who are concerned, have been requested to report

: the position to the Lok Sabha Secretariat.”

1.16. The Committee note that in view of the Ministry of Com-
merce, centralisation of fixation of drawback and cash assistance in
one agency is not feasible and that in the light of this view the mat-
ter is being further examined. Possible alternatives that would
achieve the desired results are also stated to be under consideration.
The Committee desire that the matter should be examined expedi-
tiously and the outcome reported to them.

1.17. The Committee await the results of the investigation into
the claim for cash assistance in the case referred to by them.

Incorrect assessment to duty—Paragraph 1.63 (S. No. 12).

1.18. Commenting on a case of incorrect assessment of opera
glasses imported in a major port, the Committee had made the fol-
lowing observations in paragraph 1.63 of the Report:

“The opera glasses imported in a major port were assessed
to customs duty as ‘optical appliances’ at 20 per cent ad
vglorem. The goods were merely ‘toy binoculars’ which
should have been assessed appropriately as toys at 100 per
cent ad walorem. It should have been clear to the Cus-
toms House that none of the items classified as ‘optical
instruments’ would have so low a value as Rs, 4|- each.
The Committee do not think that the procedure for classi-
fication of goods, examination etc. is satisfactory. Fur-
ther, as the assessment has since been revised classifying
the articles as toys, licence for optical instruments would
not cover their imports. This aspect may, therefore, be
examined with a view to taking suitable action in case
the goods were not covered by proper import licence.”
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1.19. The Ministry of Finance (Department of Revenue and In-
surance) in their reply dated 31-10-1973 stated:

“Item 77(4) I.C.T. covers’ optical instruments, apparatus and
appliances’ and as long as an appliance is designed to be-
used as an aid to vision it would ordinarily merit classi-
fication under this item irrespective of its value. It does
not always follow that an article having as low a value
as Rs. 4]- would not be classifiable under the item. In fact,
a simple magnifying glass would be properly assessable
under item 77(4) ICT. In the particular case, however,
-the opera glasses in question, being more in the nature
of ‘toys’, rather than ‘optical instruments’ should have:
been classified accordingly. The error in treating the:
goods as ‘optical appliances’ and not as ‘toys’ was due to
a mistake in judgment on the part of the assessing officer
and was not due to any lacunae or short-coming in the
procedure for classification of goods.

The observations of the Committee that suitable action should
be taken in case the goods were not covered by proper
Import Licence have been noted and the matter is being
examined by the Collector of Customs, Bombay. Final'
action taken in the matter will be intimated to the Com--
mittee.”

1.20. The Committee note that pursuant to their suggestion the:
question of taking suitable action in case the goods were not cover--
ed by proper Import Licence, is still under examination. The Com-
mittee do not appreciate the delay in carrying out this examination:
and would urge expeditious action in the matter.

Short levy of customs duty due to adoption of erroneous weight
(Paragraph 1.71—S. No. 13).

1.21. Dealing with a case of incorrect assessment involving short
levy of Customs duty the Committee made the following observa-
tions in paragraph 1.71 of the Report:

“The Committee learn that the import of floor plates men~
tioned in the Audit Paragraph was made by a Public Sec-
tor Undertaking under a special procedure whereby the
goods imported are provisionally assessed first and there-
after on detailed examination at the project site of full
details final assessment {s made. The goods in this case
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were assessed on the declared net weight of 18,640 Kgs.,
whereas the gross weight was 41,060 Kgs. As the packing
material could not have accounted for such difference in
weight, the Committee are at a loss to understand why
the discrepancy was not reconciled at the time of assess-
ment. It is surprising that the Internal audit also did not
* point out the omission. Further, as under the special
procedure the goods are permitted to be immediately re-
moved to the plant site to facilitate erection, the possibi-
lity of its weighment in cases where discrepancies in
weight are noticed later, appears to be remote. This
lacuna in the procedure, therefore, requires to be re-
medied. Arrangement should also be made to avoid de-
lay in assessment of goods under the procedure as has
happened in this case.”

1.22. The Ministry of Finance (Department of Revenue & Insu-
rance) in their reply in a note dated 13-12-1973 stated as follows:

‘“The observations of the Committee have been noted. At the
time of audit of the relevant bill of entry, Appraisers
were not posted in the Internal Audit Department of the
Custom House. As the Committee is aware, Internal
Audit Department has since been strengthened by posting

Appraisers for audit.

In this case, the discrepancy between net weight and gross
weight arose out of wrong declaration which should have
been detected at the time of assessment. The mistake in
assessment is, therefore, due to human error rather than
any lacuna in the procedure. Even after the goods are
taken into use, it should be possible to arrive at the net
weight of the goods on the basis of literature, packing
specification and other relevant documents, as was done
in this case., However, to avoid such instances in future
instructions have been issued by the Collector of Customs,
Calcutta (copy enclosed, page 23) to ensure that pack-
ing list shipper’s specification etc. are available for refer-
ence at the time of assessment. Collectors of other major
Custom Houses have also been asked to take similar action.
Steps have also been taken to post experienced Appraisers
to finalise special procedure bills of entry.”

1.23. The Committee note that the Collector of Customs, Calcutta,
has isswed certain instructions to enable a correct assessment of
goods under the special procedure. The Committee suggest that the
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Board should ensure that similar action is taken by the other Cus-
tom Houses concerned.

Fraudulent drawal of drawback payments from treasury—Para-
graph 1.110 (S. No. 21)

1.24. Commenting on certain fraudulent withdrawals of draw-
back payment from treasury, the Committee in paragraph 1.110 of
the Report observed as follows: —

“There have been a number of lapses both in the Treasury
and the Custom House which facilitated these fraudulent
drawals. The Treasury did not verify the genuineness of
the payment orders with reference to the duplicate copies
waich are required to be received directly from the Cus-
tom House under the rules. Further, payment orders
with the same serial numbers are stated to have been
paid over twice by the Treasury. The checks are requir-
ed to be tightened up to guard against any fraudulent
practices.”

1.25, In their note dated 24-9-1973 the Ministry of Finance (De-
partment of Revenue & Insurance) replied as follows:

“The relevant extracts of the Committee’s report have been
forwarded to the Deputy Commissioner, Delhi requesting
him to issue suitable instructions to the T.O. concerned
for taking measures to guard against such fraudulent oc-
currences in future, vide Ministry’s letter F. No. 442/4|73-
Cus. IV dated 7-9-73 (copy enclosed, page 31). To pre-
vent occurrence of such frauds in future, a procedure
of making payments of drawback claims and refunds by
cheques has also been formulated and sent to C&AG and
Budget Division of the Deptt. of Expenditure for concur-
rence.

1.28. The Committee wouid like to know the action taken by the
Deputy Commissioner, Delhi to tighten up the checks by the Trea-
sury to guard against fraudulent withdrawals.



CHAPTER II

RECOMMENDATIONS|OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT

. Recommendation

The variation between the Budget estimates and the actuals of
customs revenue ranged from—19.8 per cent to42848 per cent
during the period 1961—71. The Committee have been repeatedly
urging that there should be a closer estimation of revenue. In spite
of the steps stated to have been taken in pursuance of the Commit-
tee’'s recommendations it is regrettable that variation is still large.
The Ministry assure the Committee that all attempts are now being
made to prepare the budget estimates on a realistic basis as far as
possible so as to reduce the gap between the estimates and the
actuals. The Committee will watch with close interest results of
these further efforts through future Audit Reports and trust that
they will indicate noticeable improvement.

TSerial No. 1 (Paragraph 1.12) of appendix to the 80th Report of
P.A.C.—5th Lok Sabha]

Action taken

The observations made by the Committee have been noted.

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No. 342(1/73—TRU dated 25-8-1973]

Recommendation

In pursuance of an earlier recommendation of the Committee, a
Directorate of Tax Research was to be set up. A provision in this
regard was made in the 1965 budget. However, it took 5 years to
bring the Directorate into existance. The reasons adduced for so
much delay are not convincing; they do indicate on the contrary
that the efforts were not determined enough. The Committee wish
o observe that the Ministry should regard it as their moral obliga-
tion to give effect to the Committee’s recommendations once these

I
2887 LS—2.
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are accepted. If they come across insuperable difficulties, they
ghould on their own initiative apprise the Committee of those diffi-
culties at the earliest opportunity,

[S. No. 2 (Paragraph 1.13) of the 80th Report of
P.AC—5th Lok Sabhal

Action taken

The instructions of the Committee have been noted for future
guidance,

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No, H, 11013|1|73—Ad, I dated 14-12-1973].

Recommendation

While the Customs revenue had come down from Rs. 513.35
crores during 1967-88 to Rs. 423.31 crores during 1969-70, the expen-
diture of the Department has gone up from 5.61 crores to Rs. 7.83
crores. The percentage of expenditure to revenue had thus increas-
ed from 1.1 per cent to 185 per cent. This was partly due to-
strengthening of the Department in pursuance of the recommenda-
tions of the Customs Study Team set up in March, 1966. Besides
creation of new posts, there had been upgradation of several posts.
The Ministry are unable to indicate specifically the posts created for
collection work. The Committee find it difficult to understand why
no specific study was made regarding the potentiality of the exist-
ing staff before deciding upon the quantitative strengthening of’
staff in varfous departments of Customs House. In view of the
increasing need for economy in administrative expenditure, the-
Committee consider that such an objective study is an essential pre-
requisite to guard against unjustified addition to the existing
strength of staff, and desire that this should be borne in mind at
least in future.

[Sl. No. 8, (Para. 1.24) of Appendix to the 80th Report of
P.A.C.—5th Lok SabhaT

Action taken

“The Committee’s observations and recommendations Have beemr
noted. It may, however, be submitted that the bulk of the increase
in staff during the relevant period were made pursusnt to the:
recommendations of the Customs Study Team which had made a
detailed examination of the working of the Customs Department:.
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The other increases in staff for handling additional work-load were
sanctioned on being satisfied that the additional work-load could
not be managed by the existing staff. Although for this purpose, a
detailed study of the potentiality of the existing staff was not speci-
fically made before sanctioning additional staff, the feasibility of
the existing staff to handle the additional workload is certainly
kept in view while considering any increase in staff. In cases where
the increase in work-load in any particular Department of the Cus-
tom House has been clearly beyond the capacity of the existing staff
of the department to manage, having regard to the prescribed
norms, if any, and there has not been any perceptible decrease of
workload in any other department so as to permit diversion of the
existing staff from the latter department to the former department,
sanctioning of more staff for handling the additional work-load be-
comes clearly inescapable. It is further submitted that a detailed
study which was made recently by the Directorate of Inspection
(Customs and Central Excise) of the staffing requirements of the
Customs Houses pursuant to the Committee’s recommendations con-
tained in para 121 of their 8th Report (1971-72) hgs shown that
there was no excess deployment of staff in the performance of func-
tions relating to collection of duties on imports. The Ministry
assure that Committee that only such increases of staff strength are
sanctioned as are considered absolutely necessary for handling addi-
tional workload with regard to the need for economy in adminis-
trative expenditure.

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No. H.11016[19|73-Ad.IV, dt. 7-11-1973].

Recommendation

Although gross revenues from Customs duties registered an
increase of Rs. 107.50 crores during 1970-71, revenue from customs
exports fell by Rs. 12.03 crores. This fall in export duty was ex-
plained as partly due to fall in exports of jute and hides and skins.
From the figures furnished to them, the Committee find that where-
as export of jute yarn and manufactures were to the extent of
Rs. 233.5 crores, Rs. 204.6 crores and Rs. 161 crores during 1968-69,
1969-70 and 1970-71 according to the Reserve Bank of India, the
exports were Rs, 218.0 erores, Rs. 206.7 crores and Rs. 190.0 crores
according to the Directorate General of Commercial Intelligence
and Statistics. Further Reserve Bank of India figures of exports of
hides and skins were Rs. 19.6 crores, Rs. 17.4 crores and Rs. 10.0
crores and Directorate General of Commercial Intelligence and
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Statistics figures were Rs. 5.3 crores, 6.3 crores and Rs. 3.8 crores.
Thus the two sets of figure vary widely. It is significant to note
that the RBI figures for hides and skins exports were consistently
higher. The Committee therefore desire that the .variations should
be critically gone into and the results reported to them.

[SL No. 6 Paragraph 1.34 of Appendix to the 80th Report of
P.A.C.—5th Lok Sabha]

Action taken

This Ministry is keeping a cloge watch on the trends shown by
export statistics as and when these become available from the
DGCI&S as well as the RBI. Any unusual divergences between
the two sets of data are taken note of and are examined with a view
to identify the factors responsible for the divergence. Differences
between the DGCI&S and the RBI export figures are perhaps inevi-
table owing to differences in the sources of data, coverage, valuation,
timing and other factors. For example, the territorial coverage of
the two series is not identified. The DGCI&S include trade with
Nepal while the RBI figures do not. There is also an inevitdble
time lag between the shipment of goods by the shippers and the
submission of relevant exchange control documents by the autho-
rised dealers for foreign exchange to the RBI. Sometimes the
actual invoice values recorded in the GR form on which RBI data
are based are not identical with the f.o.b. values recorded by the
Customs. Apart from these reasons there are other factors which
makes it difficult to compare data on exports of individual commo-
dities as compiled by the DGCI&S and those compiled by the RBI.

While the broad commodity classification of exports in the two
series is the same, the DGCI&&S classification is more comprehen-
sive and is based on the physical scrutiny of the consignment. RBI,
however, accepts the commodity classification given by the expor-
ters which may not be adequate in all cases and for some cases may
be different from the one adopted by the DGCI&S. For example,
while goat and sheep skin undressed are included by the RBI under
hides and 1ins raw, the DGCI&S includes a portion of them which
is semi-tanned but unfinished under leather. If the two jtems—raw
hides and skins and leather are taken together the difference bet-
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ween the RBI and DGCI&S figures would be narrowed down consi-
derably.

Exports of raw hides & skins and leather

1968-69 1969-70 1970-71

RBI DGCI& RBI DGCI&S RBI DGCI&S

1. Raw hides and

skins . . 19°6 53 174 85 10°0 3-8
2. Leather & leather
manufactures . 669 727 77°1 81§ 70°0 72:2

855 78-0 94'5 90:0 800 760

The DGCI&S compiles its export figures f.o.b. from the DTRs
prepared by the Customs. On the other hand, RBI commodity-wise
figures are a mixture of f.o.b.,, of and c.if. invoice values. For
exports of leather goods, the cash subsidy is provided at the rate
of 50 per cent of the cost of air-freight or 10 to 15 per cent of the
f.o.b. value of exports. The high cost of transpopt would partly
explain the higher figures of RBI for this commodity.

The main reasons for the difference between the commodity-
wise export data compiled by the DGCI&S and the RBI have been
identified. The difference between the two sets of data at commo-
dity level can only be explained by the severality of factors respon-
sible which it is difficult to identify separately, assigning weights
to every one of them. The DGCI&S data are compiled in terms
of value and quantity whereas the RBI data are only in value

terms.

[D.O. letter No. 22(4)|73-EPL, dated 11-10-1973 fromp the Ministry
of Commerce].

Recommendation

The variation between the Reserve Bank of India figures and
Directorate General of Commercial Intelligence and Statistics
figures is not confined to jute and hides and skins alone. It is the
case with practically all the commodities, while the variations in
regard to oil cakes and iron ore also quite marked. The Com-
mittee are of the view that since the statistics maintained by two
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agencies dre depended upon for pelicy meking, normally ‘the varia-
tions should not be large. They have been informed that a eommiit-
tee has been appointed to go into the present systam of compila-
tion of foreign trade statistics based on customs data. Steps taken
to build up reliable statistics as a result of this study may be report-
ed to theni

[S1. No. 7 Paragraph No. 1.35 of Appendix to the 80th Report of
P.A.C.—5th Lok Sabha]

Action taken

Minhas Conimittee appointed to examine the system of compila-
tion of export statistics and to look into the working of the office
of the DGCI&S, Calcutta, have inter alia gone into the question
of divergences between the balance of payments data compiled by
RBI and the customs data compiled by the DGCI&S. The Com-
thittee in their interim report have stated that normally the two
sets of data differ on account of the divergence in the source of
data, method of valuation, coverage, timing and classification,
However, the divergence in the overall export figures between the
two sets of data has widened after the introduction of the method
of compiling export statistic on the basis of original (i.e., p yvi-
sionally passed) copy of the shipping bill with adjustment being
made for short and shutout shipments information received during
the period introduced by the DGCI&S in November, 1970. It is
possible that under this system the divergencies between the two
sets of data have been eventuated because of the lack of complete
reporting of fully shutout shipments by the shippers. The RBI
data are based on the duplicate copy of the G.R. forms which are
broadly comparable to the finally passed shipping bills. The prin-
cipal recommendations made by the Committee in their interim
report for ensuring accuracy in the compilation of export statistics
based on customs data are as follows:—

(i) A change over with effect from 1st April, 1973 to the
compilation of export statistics on the basis of shipments,
i.e, from the duplicate (finally passed) copy of the ship-
ping bills instead of the original (provisionally passed)
copy on which adjustments for short and shut-out ship-
anents are being made but with a time lag depending on
"the reeeipt of this information by the Customs from the
-sliippers. This recommendation has already been accept

¢! and implemented.
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(ii) For proper co-ordination of work between the Customs:
Houses and DGCI&S and also ensuring aceuracy, strenge
thening of the staff both at the Customs and the DGCI&
8'g offices has been recommended. The case for upgrada-
tion/creation of posts both at the Customs and the DGCI
&'s office is being processed in corsultation with the
Ministry of Finance.

fD.0. letter No. 22(4)|73-EPL, dt. 11-10-1973 from the Ministry of
Commerce].

Recommendation

Payments towards refunds and drawback increased from Rs.
30.52 crores in 1969-70 to Rs. 37.32 crores in 1970-71. The Com-
mittee understand that at present these payments are not shown
in accounts separately. As it is of some importance to Govern-
ment to know the variations in refunds and drawbacks from year
‘to year, the Committee suggest that the desirability of showing
‘these payments separately in accounts may be considered in con-
sultation with the Comptroller and Auditor General.

[SL No. 8 Paragraph 152 of Appendix to the 80th Report of
P.A.C—5th Lok Sabhal.

Action taken

The Committee’s recommendation to show payments of refunds
and drawback separately in accounts has been accepted by the
‘Government. However, the matter has been referred to the Comp-
troller and Auditor General of India on 7th August, 1973 for their
concurrence. Their comments are awaited.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M.
No. 342|1|73-TRU, dt. 12-11-1973].

Recommendation

From the figures furnished to the Committee on the basis of De-
partmental returns they find that the drawback payments register-
ed an increase of Rs. 8.04 crores in 1970-71. The Chairman, Central
‘Board of Excise and Customs has undertaken to examine the reasons
for this significant increase. The Committee awaits the vesults of

this examination.

[S. No. 9 (Paragraph 1.53) of Appendix to the 80th Report
of P.A.C.—5th Lok Saha].
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Action taken

A study has been made to examine the reasons for increase in
payments of drawback during the year 1970-71 as compared to the
amount of drawback paid during the year 1969-70. In this connec-
tion, some of the commodities on which large amounts of drawback
have been paid, and also there is increase in drawback payments
vis-a-vis the previous year, were examined, and the following is
found to be the position: —

Year Drawback paid Corresponding f.0.b. value

@) Rubber products :
1969-70 Rs. 72.12 lakhs Rs._329. 12 lakhs

1970-71 . « Rs. 109°73 lakhs Rs. 522,32 lakhs.
Reasons for increase ——Increase in volume of exports.

(ii) Paper and paper products :

1969-70 . . Rs. 33. 48 lakhs. F.O.B. value not known since
drawback is mostly on
1970-71 . . Rs. 62, 35 lakhs packing materials.

Reasons for increase —The main reasons for this increase is upward revision of rates.

(iii) P.V.C Leather Cloth :

1969-70 . . Rs. 5,82 lakhs. Rs. 89- 63 lakhs.

1970-71 . . Rs. 25.35 lakhs Rs. 968- 24 lakhs
Reasons for ircieasc :=~Increese in Volume of exports

(iv) Cinema films :

1969-70 . . Rs. 714 lakhs, Rs. 221 40 lakhs,
1970-71 . . - Rs. 7 34 lakhs, Rs. 292- 09 lakhs.
Reasons for increase ~—(1) Increase in volume of exports, and

(2) Incresse in rates of drawback from Rs. 15/- per 100 lines
metres to Re. 17/- per 100 linear metres. '

(v) Electrical Goods and _accessories :
1969-70 . " . Re. 1404 lakhs. Rs. 89-88 lakhs.
1970-71 . . Rs. 20' 85 lakhs. Rs. 247 22 lakhs,

Reasons fur increass —Increase in voliume of exports.
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Year Drawback paid Corresponding f.o.b value

-

(vi) Dye Stuffls :
1969-70 . . Rs. 10- 24 lakhs,

Rs. 105 97 lakhs,

1970-71 . .+ Rs, 22- 85 lakhs, Rs. 183 61 lakhs.

Reasons for increase —Increase in volume of exports.
(vii) Woollen fabrics =

1969-70 . . Rs. 156-57 lakhs, Rs. 659-67 lakhs.

Rs. 1084- 67 lakhs..
Reasons for increass :—(1) Increase in volume of exports .

1970-71 . . Rs. 297- 81 lakhs.

(2) Increase in rates of drawback.
(viii) Machine tools Small & Cutting Tools and Hand' tools
1969-70 . Rs. 17-43 lakhs, Rs. 298- 88 lakhs.
.1970-71 . . Rs. 4479 lakhs. Rs. 624- 04 lakhs.

Reasons for increase —(1) Increase in volume of exports.

(2) Apart from increase in volume of exports, there was incress-
ed settlement of claims of ecarlier years (where no brand
rates were available) comeg;xent to giving retrospective-
effect of all industry’ rates fixed for these items in 1970-71.

(ix) Cast Iron products =

1969-70 . . Rs. 12- 49 lakhs. Rs. 227- 90 lakhs,

1970-71 . . Rs. 13-42 lakhs Rs. 284- 95 lakhs,
Reasons for increase :—Increase in volume of exports

x) Articles made of brasst
(1369-70 . . . 26- 98 lakhs. Rs. 437- 93 lakhs,

1970-71 . . Rs. 44- 56 lakhs. Rs. 767- 72 lakhs.,
Reasons for increase :—Increase in volume of exports.
(xi) Motor and Motor Vehicle parts :
1969-70 . . Rs.B2:19 lakhs, Rs. 434 61 lakhs.
'1970-71 . . Rs. 211- 33 lakhs. Rs. 1214 21 lakhs.
.Reasons for increass :=Increase in volume of exports.
(xii) Diese] Engines and parts thereof :
1969-70 . . Rs. 7-90 lakhs, Rs. 148 23 lakhs.
197071 . . Re.30-85lakhs. Rs. 476- 78 lakhs.
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R

Year Drawback paid Corresponding f.0.5. valus

e d

Reasons for increase: Increase in volume of exports.

(xiii) Articles made of Copper
1969-70 . . Ras. 10- 97 lakhs. Rs. 79- 52 lakhs.
1970-71 . . Rs.99- 14 lakhs. Rs. 1242- 13 lakhs,

Reasons for increase := Increase in volums of exports.

(xiv) Chemical and Pharmaceuticals :

2969-70 . . Rs. 19' 61 lakhs, Rs. 165 17 lakhs,
1970-71 . . Rs. 6325 lakhs. Rs. 630- 36 lakhs,

Reasons for increase :=—Increase in volume of exports.

2. Besides the above, rates of drawback ‘all industry’ basis in res-
pect of the following commodities were fixed during the year 1970-
71 for the first time and pending provisional claims where no brand
rates of drawback had been fixed were also settled at these rates, and
this resulted in increased disposal during the year 1970-71 of the
«claims pertaining to earlier years.

1. Oil Mill Machinery.

2. Footwear.

3. Textile Machinery.

4. Radios and Transistors.

5. Domestic Referigerators,

6. Asbestos Cement Products.
7. Copper winding Wires.

3. Dispiosal of more claims during the year 1970-71 is also another
factor that contributed to the increas¢ iri payments of drawback.
-During the year 1970-71, 1,40,077 olaims were disposed of as against
1,22,164 clyims during the year 1969-70.

4. Durig the year 1970-71, 5,000 additional brand rates were fix-
.ed resulth g in the disposal of a number of ‘Provisional’ claims of

-the earlit’ years.
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5. From the above it will be geen that the factors responsible
for incpnsed payment of drawback during the year 1970-71, as com~
pared to the year 1969-70, are broadly the following:~-

(T) Increase in volume of exports;
(II) Increase in rates of drawback;
(III) Disposal of more claims during the year.

(IV) Fixation of more ‘all industry’ and brand rates of draw-
back,

{Ministry of Finance (Department of Revenue & Insurance) O.M.
No. 603/8/73—DBK dated 28-9-1973].

Recommendation

The Committee find that as on 31-3-1972, 18,0890 drawback claims
were pending in the various Custom Houses for more than three
months. The delay is largly due to non-fixation of drawback rates.
‘There appears to have been considerable delay in verifying the data
furnished by the exporter for the purpose of fixation of drawback
rates, Further, where the rates are already available the claims
are pending either for want of certiflcates of export inspection agen-
«cies or laboratory test reports or due to delay in tracing the original
bills of entry. All this point to a rather unsatisfactory state of
affairs. The Committee have earlier stressed the need to dispose
of the drawback claims expeditiously. As drawback is allowed as
-one of the export promotion measures, the claim should not remain
pending for more than three months so that hardship to the expor-

ters is reduced to the minimum.

{S. No. 10(Paragraph 1.54) of appendix to the 80th Report of P.A.C—
5th Lok Sabha].

Action taken

The Committee’s observations have been noted. These have also
been brought to the notice of the Collectors of Customs|Central Ex-

eise for information and necessary action.

2. The pending drawback claims could be categorised into (i)
provisional claims and (ii) other than provisional claims. The pen-
dency position of provisional claims as on 31-3-1972 was 15034 and
this has now been brought down to the figure of 7273. These are
cases where special brand rates applicable to individual manufac-
turers are requiréd to be fixed as they are not covered by all indus-
1ry rates or because the all industry rates already existing are not
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being availed of by certain individual manufacturers on the ground
that they are less than 75 per cent of the actual duty incidence in
their particular cases. For fixation of drawback rates in this cate-
gory of cases, it is necessary that manufacturers|exporters furnishes
certain basic data showing particulars of composition, utilisation:
and procurement of raw materials, wastage, etc., and also arrange:
for their verification by the Government. Experience shows that:
the parties concerned take considerable time for doing so, and as &
consequence the fixation of drawback rates gets delayed. An analy-
sis of the pending provisional claims in major Custom Houses as.
on 31-12-1972 revealed that in respect of as high as 51 per cent of’
pendency, even basic data for fixation of rates had not been submitted
and in another 28 per cent of the cases, the data, though submitted;
were yet to be verified. Keeping in view the inherent and inevitable-
delays in the matter of fixation of brand rates, certain facilities, like
(1) acceptance of data certified by statutory auditors in lieu of prior
verification and fixing and granting drawback on that basis subject
to post verification, (2) making provisional payment of drawback:
upto 75 per cent of the amount claimed, have been made available:

3. As regards the second category of claims i.e, other than provi-
sional claims, where rates are available, the claims pending for over
three months on 31-3-1972 were 2155 only, and this werked oyt to
about 4 per cent of the intake during the earlier quarter. A small
pendency is unavoidable in some cases. The need to call for Biils
of Entry in certain cases has also been dispensed with, through suit-
able modification in the manner of fixation and computation of the

drawback rate.

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No. 603|4/73—DBK dated 19-12-1973].

Recommendation

The Committee learn that the import of floor plates mentioned in-:
the Audit Paragraph was made by a Public Sector Undertaking
under a special procedure whereby the goods imported are provi-
sionally assessed first and thereafter on detailed examination at the
project site of full details final assessment is made. The goods in
this case were assessed on the declared not weight of 18,640 Kgs.
whereas the gross weight was 41,060 Kgs. As the packing material
could not have accounted for such difference in weight, the Com-
mittee are at a loss to understand why the discrepancy was not re-
conciled at the time of assessment. It is surprising that the Inter-
nal audit also did not point out the omission. FurtHer, as under the
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special procedure the goods are permitted to be immediately remov-
ed to the plant site to facilitate erection, the possibility of its weigh~
ment in cases where discrepancies in weight are noticed later, ap-
pears to be remote. This lacuna in the procedure, therefore, re-
quires to be remedied. Arrangement should also be made to avoid
delay in assessment of goods under the procedure as has happened
in this case.

IS. No. 13(Paragraph 1.71) of appendix to the 80th Report of P.A.C.
—5th Lok Sabhal.

Action taken

The observations of the Committee have been noted. As the
‘time of audit of the relevant bill of entry, Appraisers were not post-
-ed in the Internal Audit Department of the Custom House. As the
Committee is aware, Internal Audit Department has since been
strengthened by posting Appraisers for audit.

In this case, the discrepancy between net weight and gross weight
arose out of wrong declaration which should have been detected at
the time of assessment. The mistake in assessment is, therefore, due
to human error rather than any lacuna in the procedure. Even
after the goods are taken into use, it should be possible to arrive at
the net weight of the goods on the basis of literature, packing speci~
fication and other relevant documents, as was done in this case.
However, to avoid such instances in future instructions have been
issued by the Collector of Customs, Calcutta (copy enclosed) to
ensure that packing list|shipper’s specification etc. are available for
reference at the time of assessment. Collectors of other major Cus-
tom Houses have also been asked to take similar action. Steps have
-also been taken to post experienced Appraisers to finalise special
‘procedure bills of entry.

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No, 521|6|783—Cus.(TU) dated 13-12-1973].

(ENCLOSURE)
Price: 13 Paise Customs: 210
PUBLIC NOTICE

‘SusJecT: —Pasting of the copy of packing list|Shippers’ specifieation
on the Bills of Entry relating to special procedure cases—
Instruction reg:—

With a view to speedy disposal and finalisation of the cases re-
lating to the special procedure it has been decided that a copy of
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the packing list|Shippers’ specification should be pasied on the re-
verse of the original Bills of Entry—particularly in respect of those
bills of entry the assessment of which is made at specific rate or
where value is based on weight. In case the packing list|Shippers”
specification is not available, the plant site authorities of the Impor-
ters gshould certify as to the accuracy of the net weight declared onm:
the bills of entry and wherever possible value based on such weight
at the time of final assessment and the assessing officer at the plant-
site should countersign the same.
Sd|-

Custom House, Calcutta, Collector of Customs.

The 21st November, 1972.
File No. S10-168/7|1A 583|aup|22-11-72.

Recommendation

Under Section 2(A) of the Indian Tariff Act, 1934, additional
duty is leviable on imported goods equal to the excise duty leviable
if goods are manufactured or produce in India. Where . different
rates prevail the highest rates of duty should be adopted. This pro-
vision came into effect from 2nd February, 1963. The Ministry of
Law gave opinion in 1966 that the excise duty would cover the duty
leviable under the State Enactment also. Although the additional
duty was leviable on imported liquors from 2nd February, 1963, it
was not levied till October, 1967. The Government of India issued’
exemption notification in October, 1987, pegging down the rates of
duty in respect of imported liquors. The additional duty fixed under
the notification was arrived at as Rs. 20.00 per litre for Wisky,
Brandy, Gin and Rum and Rs. 1.50 per litre for Beer by rounding off
the then highest prevalent State Excise Duty rates of Rs. 20.65 and’
Rs. 1.54 respectively. The Committee have been informed that in
view of the constantly varying position owing to changes in the
rates of excise duty by the States it was decided that a definiteness
to the position should be given by fixing an effective rate by issue
of a notification. While the Committee appreciate this decision, they
feel that as more than 5 years have elapsed since the issue of the
notification it is the time now to consider a revision of the additional’
duty to correspond to the subsequent increase in the States excise
duties. They- also feel that in future revision of the effective rates
of additional duty notified should be considered as frequently as pos-
sible but preferably once a year, after ascertaining the rates of States'
excise duties.

[S. No. 14 (Paragraph 1.77) of Appendix to the 80th Report
of PAC—5th Lok Sabhal]..
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Action taken

The observations of the Committee have been noted. The rates
of additional (Countervailing) Duty on imported liquors were re-
viewed in 1971-72 and it was decided that the existing rates need
not be revised. The rates are under review in the current year also.

[Ministry of Finance (Department of Revenue & Insurance)
O.M. No. 370/46|72-Cus. I, dated 29-12-1973]}.

Recommendation

The Committee note that when the rate of duty on wine was
enhanced in September, 1954, sacramental wine was exempted from:
the enhancement by a notification, While it is reasonable to pre-
sume that the exemption notification will continue to operate despite
any further enhancement of basic duty, it is doubtful whether the-
additional duty levied with effect from 2nd February, 1963, could
be exempted under this notification. The Committee desire that the
relevant notification should be amended suitably in case the inten--
tion is to exempt the sacramental wine from the additional duty
also.

[S. No. 15 (Paragraph 1.81) of appendix to the 80th Report
of P.A.C. 5th Lok Sabha}

Action taken

1.81—Notification No. 79-Customs dated the 16th May, 1957, has
since been amended by the issue of Notification No. 128-Customs,.

dated the 12th September, 1973, a copy of which is enclosed.
[Ministry of Finance (Department of Revenue & Insurance)
O.M. No. 369|8/73-CUS. 1, dated 4-12-1973F

(ENCLOSURE)

To be published in Part II, Section 3 of the Gazette of India Extra-
ordinary dated the 16th Muy, 1957.

GOVERNMENT OF INDIA

Ministry of Finance (Department of Revenue), New Delhi, the 18th:
May, 1957.

NOTIFICATION
CUSTOMS
No. 78—In exercise of the powers conferred by section 23 of the
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Sea Customs Act, 1878 (8 of 1878), as in force in India and as applied
o the State of Pondicherry, and in supersession of the notification of
the Government of India in the Ministry of Finance (Revenue Divi-
sion), No. 155-Customs dated the 20th November, 1954, the Central
«Government herey exempts wine falling under Item No. 22(3) (b)
of the First Schedule to the Indian Tariff Act, 1934 (32 of 1934),

‘when imported into India or the State of Pondicherry and establish-
ed to the satisfaction of the Customs Collector to be a sacramental
wine, from so much of the customs duty leviable thereon under the

second mentioned Act, as is in excess of the duty of Rs. 9.50 per
JImperial gallon, P

Sd.|-
Joint Secretary to the Government of India.
C. No. 14/|4|57-Cus. I

Copy forwarded to:—

(1) All Collectors of Customs.

(2) All Collectors of Central Excise.

(3) The Collector of Land Customs, Calcutta.

(4) The Collector of Customs & Central Excise, Pondicherry.
“TO BE PUBLISHED IN PART II, SECTION 3, SUB-SECTION (i)

OF THE GAZETTE OF INDIA EXTRAORDINARY DATED
THE 12TH SEPTEMBER, 1973.

'

GOVERNMENT OF INDIA
MINISTRY OF FINANCE 1

(Department of Revenue and Insurance) ‘
New Delhi, the 12th September, 1973. !

NOTIFICATION
CUSTOMS

‘G.SR. No. 431 (E) —In exercise of the powers conferred by sub-
section (1) of section 25, read with sub-section (3) of section 160,
«of the Customs Act, 1962 (52 of 1962),.the Central Government, be-
ing satisfied that it is necessary in the public interest so to d'o, here-
by makes the following further amendments in the Ministry of
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Finance (Department of Revenue) notification No, 79—Customs,
dated the 16th May, 1957, namely: —

In the said notiﬁcation, for the words and figures “from so much
of the customs duty leviable. thereon under the 'second mentioned
Act, as is in excess of the duty of Rs. 2.10 per litre”, the following
shall be substituted, namely:—

(i) “from so much of that portion of the duty of customs levi-
able thereon which is specified in the First Schedule to
the Indian Tariff Act, 193¢ (32 of 1934), 'as is in excess of
Rs, 2.10 per litre, and

(ii) the whole of the additional duty leviable thereon under
section 2A of the Indian Tariff Act, 1934 (32 of 1934)”,

Sd.|-
'Deputy Secretary to the Government of India.
No. 128|F. No. 369/8|73-Cus. I.

Copy forwarded to:— As per list attached.

Nore: —This notification purports to make it clear that sacramental
wine which is partially exempt from the basic customs
duty under notification No. 79-Customs, dated the 16th
May, 1957, as amended, is totally exempt from the addi-
tional duty leviable under Section 2A of the Indian Tariff
Act, 1934 (32 of 1934).

Sd.|-
Under Secy. to the Govt. of India.

EXPLANATORY MEMORANDUM TO THE MINISTRY OF FIN-
ANCE (DEPARTMENT OF REVENUE AND INSURANCE)
NOTIFICATION No. 128-CUSTOMS, DATED THE
12TH SEPTEMBER, 1973.

(File No. 369|8|73-Cus. I)

Under notijfication No. 79-Customs, dated the 16th May, 1957, as
amended by notification No. 106-Customs, dated the 1st October,
1960, wine falling under item No. 22(3) (b) of the First Schedule
to the Indian Tariff Act, 1934 (32 of 1984), when imported into India
and estalished to the satisfaction of the Customs Collector to be
a .sacramental wine, is exempt from so much. of the customs duty
leviable thereon under the Indian Tariff Act, as is in excess of the
duty of Rs. 2.10 per litre. h '-'

2887 L.S.—3. .
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2. Section 2A of the Indian Tariff Act, 1934 was introduced with
effect from the 2nd February, 1968. Under that section, counter-
vailing duty is levied on the imported goods. This notification pur-
ports to regulate the exemption from the payment of countervailing
duty on imported sacramental wine. No loss of revenue is involved.

Recommendation

Arising out of this case is the general question of review of ex-
emptions as and when important tariff changes take place. The
Committee hope that in future Government will leave no ambiguity

in the operation of exemption notification in the context of tariff
changes.

[S. No. 18 (Paragraph 1.82) of appendix to the 80th Report of
P.A.C.—5th Lok Sabha]

Action taken

The observations of the P.A.C. have been noted for appropriate
action,

[Ministry of Finance (Department of Revenue & Insu. ance)
O.M. No. 369|8/78—Cus. I, dated 4-12-1973}

Recommendation

The exporters also do not seem to have protested against the
wrong levy of cess. In this connection the Committee learn that
important announcements to trade are made by the Customs Houses
through issue of public notices, In this case no such public notice
was issued on receipt of the Ministry’s instructions in June 1968.
The Committee hope that such omissions will not recur in future.

[S. No. 18 (Paragraph 1.91) of Appendix to the 80th Report of
P.A.C.-5th Lok Sabha]

Action taken

Instructions have since been issued to the various Collectors of
Customs|Central Excise in this regard, vide the enclosed copy of
circular letter No. 454|6|71-Cus. V, dated the 25th May, 1873.

[Ministry of Finance (Department of Revenue & Insurance)
O.M. No. 454|6|71-Cus. V dated 22-10-1973)



(ENCLOSURE)
F. No. 454/6/71-Cus. V.

Government of India/Bharat Sarkar.
Ministry of Finance/Vitta Mantralaya.
(Department of Revenue and Insurance) (Rajaswa Aur Bima Vibhag)

New Delhi, the 25th May, 1973.
To
The Collector of Customs,
Bombay|Calcutta|Madras,
Collector of Customs, Bombay (Preventive)
The Collector of Customs and Central Excise,
New Délhi/Cochin.
The Deputy Collector of Customs, Goa/Visakhapatnam.
The Assistant Collector of Customs; Kandla,
The Collector of Central Excise, Madurai/Ahmedabad.

SuBJEcT: —Levy of cess on export of groundnut kernels after its
abolition with effect from 1-4-1966 (Public Accounts

Committee matter).
Sir,

I am directed to say that it has come to the notice of the Audit
that at the certain ports the cess was continued to be levied on ex-
port of groundnut kernels even when there was no legislative sanc-
tion for the levy of the same with effect from 1st April, 1966, in spite
of the instructions contained in this Ministry’s letter F. No. 4/6|68-
Cus. V. dated the 7th June, 1968. It has also been noticed that no
public notice was issued by the Custom Houses concerned, as regards
the withdrawal of the levy for the information of the public, as is
usually the practice in such matters. In this connection a copy of
paragraph 1.91 of the 80th Report of the Public Accounts Committee
(1972-13) is enclosed herewith for information and future guidance.

2. Attention, in this connection is also invited to this Ministry’s
letter of even number, dated the 23rd May, 1972.
Please acknowledge receipt.
Yours faithfully,
Sd/-
Under Secy. to the Government of India.
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Recommendation

It is indeed surprising that the Indian Customs Tariff published
by the Director General, Commercial Intelligence, Calcutta continu-
ed to mention levy of cess on oil seeds right up to the 61st issue as on
10th August, 1971, which apart from negligence seems to have been
partly responsible for the levy even after June, 1968. It is obvious
that the tariff is not being corrected properly from time to time. As
the tariff forms the basis of levy on duty|cess, the Committee cannot
too strongly stress that adequate care should be taken to see that it
is brought upto date as and when changes take place.

[S. No. 19(Paragraph 1.92) of appendix to the 80th Report of P.A.C.—
5th Lok Sabha].

Action Taken

The matter was enquired from the Directorate General of Com-
mercial Intelligence & Statistics, Calcutta, who has clarifled that
although according to the usual procedure, deletions|additions|
alterations etc. in the rate of duty to different items are made on the
basis of relevant Acts and Notifications, the particular Act or Noti-
fication requiring the change in question was not made available to
that Department by the Local Customs Authorities. In the absénce
of a copy of the relevant Act or Notification, the Directorate General
of Commercial Intelligence & Statistics was not aware of the aboli-
tion of cess on oil seeds.

2. This clarification cannot, however, be accepted as satisfactory or
valid in the context of the oversight pointed out by the Public Ac-
counts Committee, Accordingly Government regret for the ommis-
sion on the part of the Directorate General of Commercial Intelli-
gence & Statistics. Steps have, however, been taken to ensure that
this does not recur again. In the 62nd Issue of the Indian Customs &
Central Excise Tariff—Volume-I necessary corrections have been
made.

[Ministry of Commerce O.M. No. 4(13)/73—P&P dated 4-10-1973]

There have been a number of lapses both in the Treasury and the
Custom House which facilitated these fraudulent drawals. The
Treasury did not verify the genuineness of the payment orders with
reference to the duplicate copies which are required to be received
directly from the Custom under the rules. Further, payment orders
with the same serial numbers are stated to have been paid over twice
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by the Treasury. The checks are required to be tightened up to
guard against any fraudulent practices.

[S. No. 21(Paragraph 1.110) of appendix to the 80th Report of P.A.C.
—5th Lok Sabha]

Action Taken

The relevant extracts of the Committee's report have been for-
warded to the Deputy Commissioner, Delhi requesting him to issue
suitable instructions to the T.O. concerned for taking measures to
guard against such fradulent occurrences in future, vide Ministry’s
letter F. No, 442/4/73-Cus. IV dated 7-9-73 (copy enclosed). To pre-
vent occurrence of such frauds in future, a procedure of making pay-
ments of drawback claims and refunds by cheques has also been for-
mulated and sent to C&AG and Budget Division of the Deptt. of Ex-
penditure for concurrence.

[Ministry of Finance (Department of Revenue & Insurance) O.M.
No. 442/4/73-Cus. IV dated 29-11-1973].

(ENCLOSURE)
IMMEDIATE

F. No. 442/4/73-Cus, IV
Ministry of Finance

(Department of Revenue & Insurance)

New Delhi, the 7th Sept., 1973.

From
The Under Secretary to the Govt. of India.
To

The Deputy Commissioner,

Delhi.

Subject:—Recommendations made by PAC in their 80th Report
on Audit para 17 of the Audit Report for 1870-71 on
fraudulent drawal of drawback payments from New
Delhi Treasury—Action taken by Govt. thereon—

Sir,

I am directed to refer to the enclosed extracts of paras 1.109 to
1.112 of the PAC's 80th Report on ‘fraudulent drawal of drawback
payment from (New Delhi) Treasury’ and to say that the amount of



Rs. 119 lakhs involved in this fradulent payment actually repre-
sents the payments made unauthorisedly by the New Delhi Treasury
on the basis of forged drawback payment-orders. Pursuant to the
recommendations of the PAC contained in para 1.110 of their Report
you may like to issue suitable instructions to the Treasury Officer
concerned for taking measures to guard against such occurrences in
future. A

Yours faithfully,
Sd/-
Under Secretary to the Govt. of India.
Copy with extracts of para 1.109 to 1.112 of the PAC’s Report re-

ferred to above is sent to the Treasury Officer, New Delhi for neces-
sary action, ’

Under Secretary to the Govt. of India.

Recommendation

The Committee understand that the system of payment of
drawback claims by cheques is under examination. They feel that
it is desirable at least to introduce the system where Customs
Houses do not have their own treasuries as in the case of Delhi.
A quick decision in the matter is, therefore, called for.

[Sl. No. 23 Para. 1.112 of Appendix to the 80th Report of P.A.C.—
5th Lok Sabha].

Actijon taken

The recommendation of the PAC has been noted. The draft
procedure for payment of drawback claims by cheques has been
sent to C.&A.G. and Budget Division, Expenditure Department, for
concurrence.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
442[8|73-Cus.1V, dt. 12-11-1973].



CHAPTER III
RECOMMENDATIONS|OBSERVATIONS WHICH THE COM-

MITTEE DO NOT DESIRE TO PURSUE IN VIEW OF
REPLIES OF GOVERNMENT

NIL o !

i



CHAPTER IV

RECOMMENDATIONS|OBSERVATIONS REPLIES TO WHICH
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE
AND WHICH REQUIRE REITERATION.

[ NIL



CHAPTER V

RECOMMENDATIONS|OBSERVATIONS IN RESPECT OF
WHICH GOVERNMENT HAVE FURNISHED INTERIM
REPLIES.

Recommendation

As a result of the increase in customs revenue the percentage
of expenditure to the revenue has come down to 1.4 per cent during
1971-72. In the absence of information regarding the expenditure
on staff employed on assessment and collection of duties alone from
year to year, the Committee are unable to judge clearly whether
there has been genuine improvement. There should be an appor-
tionment of the cost between the assessment work and other acti-
vities of the Department with a view to having an effective control
over the cost of assessment and collection of customs duties. It is
also necessary to see how far the lower percentage was due to a
mere rise in the rate of taxation. The Committee suggest that the
Department should carry out a detailed and meaningful analysis of
the cost of collect’on so that a correct appreciation of the position
becomes possible.

[Sl. No. 4 (Para. 1.25) of Appendix to the 80th Report of P.A.C.—
5th Lok Sabha].

Action taken

The Director of Inspection, Customs and Central Excise who was
nominated as the coordinating officer has been asked to collect
necessary data for processing the suggestion to maintain separate
accounts in regard to ‘preventive functions’ and ‘other functions’ of
the Customs Department. He accordingly collected the necessary
material which was discussed in a departmental meeting. The
conclusions reached were communicated to the C&AG for his
approval. It is understood from the Director of Inspection (Cus-
toms & Central Excise) that the C&AG has made some further sug-
gestions for consideration. The Director has already sent his reply
to the suggestions and a final degision is likely to be taken very
early after informal discussion in a meeting to be held in early
December, 1973.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
5/5|/73-IFU(B&A), dt. 6-12-1973].
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Recommendation

Out of an increase of Rs. 3.05 crores, in the expenditure of the
Department during the period 1967-68 to 1970-71 “charges paid to
the Union Excise Department for out-ports and land customs work”
alone accounted for an increase of Rs. 1.41 crores. The charges
paid to the Union Excise Department amounted to Rs. 3.69 crores
out of the total expenditure of Rs. 8.66 crores during 1970-71. The
Committee desire that the reasonableness of the charges paid and
of the increase from 1967-68 should be gone into to ascertain whe-
ther there is any scope for economy. In this connection the Com-
mittee understand that the question of revising the prescribed for-
mula for working out the charges payable to the Excise Depart-
ment is under examination. This should provide ample justifica-
tion for the examination suggested by the Committee. The results
of the examination and the decision taken in the matter may be

intimated to the Committee.

[Sl. No. 5 (Paragraph 1.26) of Appendix to the 80th Report of
P.A.C.—5th Lok Sabha]

Action taken

Having regard to the recommendation of the Public Accounts
<Committee, the Ministry suggested a new formula to the C&AG for
‘the allocation of expenditure between Customs and Central Excise.
“This formula was discussed in a meeting attended on 29th May,
1973 by the Revenue Department, Comptroller and Auditor General
and Budget Division. It was decided in that meeting that, before
revising the existing formula, a sample study of two or three
Central Excise Collectorates should be undertaken. Accordingly,
a team of two officers (viz., one from C&AG’s Office and one from
Revenue Department) was constituted. This Team has already
conducted a sample study of Chandigarh Central Excise Collec-

‘torate and prepared a report.

The Director of Receipt Audit has proposed that Bombay,
Calcutta and West Bengal and Cochin Collectorates may also be
surveyed. It is expected that the study team will start the survey
of the above mentioned Collectorates early December (the tenta-
‘tive date being 10th December, 1973). It has been impressed upon
the Director of Inspection (Customs and Central Excise) to ensure
early completion of the survey ar:d finalise the report.

{Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
5/5/73-IFU (B&A), dt. 6-12-1973].
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Recommendation

Besides drawback, cash assistance is also allowed to promote
exports. While the admissibility and rates of duty drawback are
fixed by the Ministry of Finance (Department of Revenue & Insur-
ance), the cash assistance is fixed by the Ministry of Foreign
Trade. In this connection, the Committee understand that a case
is under investigation where drawback was claimed on a declara-
tion that imported materials had been used while cash assistance
was also obtained, stating that indigenous materials had been used.
The result of the investigation may be reported to the Committee.
In order to guard against such malpractices and ensure that per-
son does not get more benefit than is justified, the Committee are

of the view that the fixation of drawback and cash assistance should
be centralised in one agency.

[SL No. 11 (Paragraph 1.55) of Appendix to the 80th Report
of P.A.C.—5th Lok Sabha].

Action taken

The Committee’s suggestion that fixation of drawback and cash
assistance should be centralised in one agency is being further
examined, in the light of the views of the Ministry of Commerce
received recently that they do not consider it a feasible proposi-
tion. Possible alternatives that would achieve the desired results
are also being considered.

2. As regards the specific case where drawback was claimed on
the basis that certain materials were imported while for purposes
of cash assistance they were stated to be indigenous materials, the
position is that a company had declared to the Drawback Director-
ate that certain imported materials had been used in the manufac-
ture of their export products. On verification it was found that in
the case of imported natural raw rubber, a small percentage had
not been utilised in the manufacture of the export products, and
that in respect of certain chemicals, the data furnished were
insufficient for the purpose of working out the duty incidences on
them. However, these factors did not materially affect the fixa-
tion of the drawback rates. In the case of imported natural raw
rubber a general decision had been taken to consider only 20 per
cent of the natural raw rubber as imported and the rest as indi-
genous, in spite of the evidence of higher utilization of imported
rubber by the company. The chemicals referred to above were
not taken into account while calculating the rates of drawback.
The drawback rates were accordingly fixed on the above basis.
in consultation with the Comptroller and Auditor General of India.
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3. As regards the results of the investigation into the company’s
claim for cash assistance, the Ministry of Commerce who were con-
cerned, have been requested to report the position to the Lok
Sabha Secretariat.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
B03|2|73-DBK, dt. 22-10-1973].

Recommendation

The opera glasses imported in a major port were assessed to
customs duty as ‘optical appliances’ at 20 per cent ad valorem. The
goods were merely ‘toy binoculars’ which should hava been assess-
ed appropriately as toys at 100 per cent ‘ad valorem. It should
have been clear to the Customs House that none of the items
classified as ‘optical instruments’ would have so low a value as
Rs. 4 each. The Committee do not think that the procedure for
classification of goods, examination etc., is satisfactory. Further,
as the assessment has since been revised classifying the articles as
toys, licence for optical instruments would not cover their imports.
This aspect may, therefore, be examined with a view to taking
suitable action in case the goods were not covered by proper import
licence.

s

[SL.No. 12 para. 1.63 of appendix to the 80th Report of P.A.C.—
5th Lok Sabha].

Action taken

Item 77(4) 1.C.T. covers “optical instruments, apparatus and
appliances” and as long as an appliance is designed to be used as
an aid to vision it would ordinarily merit classification under this
item irrespective of its value. It does not always follow that an
article having as low a value as Rs. 4- would not be classifiable
under the item. In fact, a simple magnifying glass would be pro-
perly assessable under item 77(4)ICT. In the particular case, how-
ever, the opera glasses in question, being more in the nature of
‘toys’, rather than “optical instruments” should have been classified
accordingly. The error in treating the goods as “optical appliances”
and not as “toys” was due to a mistake in judgment on the part
of the assessing officer and was not due to any lacunae or short-
coming in the procedure for classification of goods.

The observations of the Committee that suitable action should
be taken in case the goods were not covered by proper Import
Licence have been noted and the matter is being examined by the
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Collector of Customs, Bombay. Final action taken in the matter
will be intimated to the Committee.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
521/5/73-Cus.(TU), dt. 31-10-1978].

Recommendation

There was no legislative sanction for the levy of ‘cess’ on export
of oil seeds w.ef. 1st April, 1966. The Ministry of Finance had
also issued instructions in June, 1968 that the ‘cess’ was no longer
leviable and wherever it was levied steps should be taken to
refund it expeditiously. Instead of taking action to refund erro
neous levy made before June, 1988, it is strange that the cess was
continued to be levied in three minor ports until the mistake was
pointed out by Audit in April, 1969. What is more surprising is
that the erroneous levy was not detected in internal Audit although
shipping bills relating to export of ground-nut kernels were audited
by them on several occasions. The Committee desire that the res-
ponsibility for this lapse should be fixed.

{SL. No. 17 Para. 1.90 of appendix to the 80th Report of P.A.C.—
5th Lok Sabha].

Action taken
Action in this regard is in progress.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
454[6]71-Cus.-V, dt. 22-10-1973].

Recommendation

The Committee are concerned to learn that 16 Fake drawback
payment orders totalling Rs. 1.19 lakhs were fradulently encashed
in the New Delhi Treasury by forging signatures.of the Assistance
Collector of Customs. The Police are stated to have investigated
the case and 5 people of whom one was working in the Treasury
have been arrested. The Committee trust twat deterrent action
will be taken against all the delinquent officials concerned.

[Sl. No. 20 Para. 1.109 of appendix to the 80th Report of PAC—
5th Lok Sabha].

Action taken

The amount of Rs. 1.19 lakhs involved in fravdulent drawal of
drawback payments represents the payments made unauth.orise'dly
by the New Delhi Treasury. The case against the persons involved
in this fraud is still sub judice in the Court of Law. The question
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of fixing up responsibility for negligence, if any, on the part of
official(s) will be examined in the light of CBI's findings after the
decision of the court is received.

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
442|3|73-Cus.-1V, dt. 12-11-1973].

Recommendation

There was a failure on the part of the Customs Department in
not verifying the figures of payments on account of refurd and
drawback at the time of reconciliation of departmental and trea-
sury figures. The Ministry have explained that Rule 585 of the
C.T. Rules specifically provides for reconciliation of Central Excise
receipts and refunds and that in the absence of a similar provision
reconciliation of Customs receipts and refunds seems to have been
overlooked. The Committee desire that a suitable procedure for
the reconciliation of the figures of Customs duty receipts, draw-
back and refunds should be evolved forthwith in consultation with
the Comptroller and Auditor General of India and provision made
in the departmental rules as well as in the Treasury Rules.

[SL. No. 22 Para. 1.111 of appendix to the 80th Report of P.A.C.—
5th Lok" 3abha].

Action taken

Action is being taken to amend the Central Treasury Rules, so
as to make provision therein for reconciliation of Customs revenue
collected by Central Excise Department, on the lines of similar
provision in respect of Central Excise revenue and the revenue of
the Narcotics Departments. A proposal has since been sent to the
Department of Economic Affairs (Budget Division) in this regard.
A procedure for departmental reconciliation of these figures has
also been formulated and sent to the Comptroller and Auditor
General of India for concurrence,

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
442|5|78-Cus. 1V, dated 31-10-1973].

JYOTIRMOY BOSU,
New DgLHI; Chairman,

February 4, 1974, Public Accounts Committee.
Magha 13, 1885(S).




APPENDIX

Summary of Main Conclusions|Recommendations

Sl. Para Ministry/ .
No. No. of Department Conclusions/Recommendations
Report concerned

1 2 3 4

1 1-3  Ministry of Finance The Committee hope that final replies in regard to the recom-
ept. of Revenue mendations|observations to which interim replies have been furnish-
and Insurance) ed will be submitted to them expeditiously after getting them

vetted by Audit.
2 1.7 -do- The Committee note that the question of maintaining separate

accounts in regard to preventive functions and other functions is
under consideration of Government in consultation with Audit.
The Committee trust that after apportionment of the expenditure,
the cost of assessment ard collection of customs duties as compared
with total collections will be analysed having regard to the effect
of increase in the rate of taxation as already suggested by them.
The outcome of the examination may be intimated to them.

3 1.10 —do— The Committee desire that the proposed survey of the Bombay,
Calcutta and West Bengal and Cochin Collectorates should be com-
pleted expeditiously. They would like to be apprised of the deci-

sion taken on revising the formula for allocation of expenditure bet-
ween Customs and Central Excise.

- e e e e =

e
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2 3
113 Ministry of
commerce
1.16 Ministry of Finance

(Deptt. of Revenue and

Insurance (Ministry of cominerce.

1.17 -do-

1.20 Ministry of Finance
(Deptt, of Revenue and Insurance

-do-

The Committee would await the steps taken to build up reliable
statistics on the basis of the final report of the Minhas Committee.

The Committee note that in view of the Ministry of Commerce,
centralisation of fixation of drawback and cash assistance in one
agency is not feasible and that in the light of this view the matter
is being further examined. Possible alternatives that would achieve
the desi-ed results are also stated to be under consideration. The
Commitice desire that the matter should be examined expditiously
and the outcome reported to them.

The Committee await the results of the investigation into the
claim for cash assitance in the case referred to by them.

The Committee note that pursuant to their suggestion the ques-
tion of taking suitable action in case thé goods were not covéred by
proper Import Licence, is still under examination. The Committee
do not appreciate the delay in carrying out this examination and
would urge expeditious action in the matter.

The Committee note that the Collector of Customs, Calcutta has
issued ce-tain instructions to enable a correct assessment of goods
under the special procedure. The Committee suggest that the
Board should ensure that similar action is taken by the other Cus-
torn Houses concerned.

142



43

0881128151 L88c—N S1—aNdigm

Sfemelpyiia jusinpnesy jsureSe paend o3 Lans
-eal], 3yl 4q sydayo ayy dn wydn o Qg ‘rouomssrmaio) Ajndaqy

ay} Aq uaye) uonae ay; m

ouy 0} SN pinoA a3YrUTWO) Sy,

-op- 9T'1 %



	0001
	0002
	0003
	0005
	0007
	0009
	0010
	0011
	0012
	0013
	0014
	0015
	0016
	0017
	0018
	0019
	0020
	0021
	0022
	0023
	0024
	0025
	0026
	0027
	0028
	0029
	0030
	0031
	0032
	0033
	0034
	0035
	0036
	0037
	0038
	0039
	0040
	0041
	0042
	0043
	0044
	0045
	0046
	0047
	0048
	0049
	0050
	0051
	0052
	0053

