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INTRODUCTION

I, the Chairman of the Public Accounts Committee as authorised by the
Cor,nmittcc, do present on their behalf this Hundred and chteenth
Report on Action Taken by Government on the recommendations of the
Public Accounts Committce contained in their Ninety First Report
(10th Lok Sabha) on Drawback of Dutics—Fraudulent Drawback.

2. In their earlier Report, thc Committee had examined two cases
involving fraudulent/irregular payment/claim of duty drawback by a Delhi
based exporter amounting to Rs. 13.33 lakhs and Rs. 9.99 lakhs respec-
tively. Expressing their unhappincss over the slow pace of progress in the
recovery/punitive proceedings against the exporter as well as the dlsqlph-
nary proceedings initiated against the departmental officers, the Committee
have in this Rcport obscrved that it was matter of deep concern to them
that pcople responsible for such cconomic offences committed and
detected as far back as 1989 and 1990 are yet to be punished effectively.
They have, therefore, recommended that the proceedings initiated against
the cxporter and the departmental officers should be completed within a
period of thrce months.

3. The Committce, in their carlicr Report, had further found that the
Dircctorate of Revenue Intelligence had uncarthed certain cases where the
samc exporter alongwith the associate concerns were stated to have
attempted to defraud Government by indulging in alleged fraudulent
cxports in 1991 involving a total amount of Rs. 118 crores. The
Committee, in this Report, have cxpressed their total dissatisfaction with
the pacc of progress in this casc also particularly considering the gravity of
offcnces stated to have been committed by the party. Deploring the lack of
scriousncss on the part of the Ministry of Finance ‘in bringing to book the
guilty in thc mattcr, the Committce have recommended that all necessary
action should be taken to book thc parties concerned for the offences
committcd under various laws within a period of three months and the
cascs vigorously pursucd to their logical conclusions so as to recover the
Government ducs and to penalisc the partics concerned for the .offences
committed. The Committee have also recommended that the procecdings initiated
against the departmental officers should also be expeditiously completed.

4. This Report was considered and adopted by the Public Accounts
Committce at their sitting held on 26 Fcbruary, 1996. Minutes of the
sitting form Part IT of thc Rcport.

5. For facility of rcfecrence and convenicnce the recommendations of the
Committce have been printed in thick type in the body of the Report and
have also been reproduced in a consolidated form in Appendix to the Report.

6. The Committec place on record their appreciation of the assistance
rendered to them in the matter by the Office of the Comptroller and
Auditor General of India.

New Dern; RAM NAIK,
f'g'gr{_(ﬁl;\' 29, 1996 Chairman,
Phalguna 10. 1917 (Saka) Public Accouts Committee.
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CHAPTER 1
REPORT

This Report of the Committee deals with the action taken by
Government on the recommendations and observations contained in the
Committee’s 91st Report (Tenth Lok Sabha) on Paragraph 1.22(i) of the
Report of the Comptroller and Auditor General of India for the year
ended 31 March, 1993, No. 4 of 1994, Union Government (Revenue
Receipts—Indirect Taxes) relating to “Drawback of Duties—Fraudulent
Drawback”.

2. The 91st Report which was presented to Lok Sabha on 30 March,
1995 contained nine observations/recommendations. Action Taken Notes
have been received in respect of all the observations/recommendations and
these have becn broadly categorised as follows:

(i) Recommendations and Observations which have been accepted by
Govcrnment:
Sl. Nos. 1, 2, 3, 6 and 7

(i) Recommendations and Obscrvations which thc Committcc do not
desire to pursue in the light of the replics reccived from
Government:

Nil
(iii) Recommendations and Observations replies to which have not
been accepted by the Commiittee and which requirc reitcration:
Nil '
(iv) Recommendations and  Obscrvations  in respect  of  which
Government have furnished interim replics:
Sl. Nos. 4, 5, 8 and 9

3. The Committee desire that final replies in respect of the
recommendations on which interim replies have so far been furnished
should be furnished expeditiously after getting them duly vetted by Audit.

4. The Committee will now deal with the action taken by Government
on some of their- recommendations.

Irregularities in Duty Drawback Claims/Payments

5. In their 91st Report (10th Lok Sabha), the Committec had examined
a casc of payment of irrcgular drawback of duty by a Dclhi bascd exporter
[Badriprasad & Sons (P) Ltd]. The cxporter was sanctioned an amount of
Rs. 13.33 lakhs by Government as duty drawback on account of cxport of
112 metric toones of Zinc Oxide of US $ 224000 to a consignee in
Hongkong., On subscquent cxamination of samplcs, it was rcvcaled that
the item cxported composed of carbonites of calcium and magncsium and
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was free from Zinc Oxide. The Committee had observed that the
drawback claim was sanctioned without obtaining samples of the
consignment with a view to getting them subjected to chemical test/
verification. The Committce had found that neither the system of
verification prescribed for examination of the item, viz., Zinc Oxide was
satisfactory nor did the officers who saactioned the irregular claim
discharge their functions with the responsibility expected from them. The
Committee’s examination had revealed that in another case also involving
duty drawback of Rs. 999 lakhs, the same party (and also the same
officers) had allegedly made another attempt to export 84 metric tonnes of
80ods declared to be the same product, viz., Zinc Oxide but which was
actually nothing but Dolomite Powder to the same Hongkong based
consignee. The Committee had noted with distress that in spite of the
serious nature of the offences stated to have been committed/attempted,
.the departmental response had been somewhat casual. Although the
irregularities were detected in 1989 itsclf, a show-cause-notice was issued
to the party on 31 January 1991 only for recovery of Rs. 13.33 lakhs in the
first case, Similarly, there was delay in issuing notice in the other case also.
Deprecating the inordinate delay in dcciding cases involving such serious
offence, the Committee had desired them to be vigorously pursued, got
decided expeditiously and stern action taken against the party for the
offences committed. They had also decsired that neccssary . criminal
Proceedings should be initiated for the alleged frauds. Expressing their
dissatisfaction over the laxity shown in initiating action against the
deganmcmal officers, the Committee had recommended that necessary
action slgould be taken against all the officers concerned found responsible
dor Hhigie _ Various omissions and commissions. In the light of the
:{::g'&’,m,"es Teported in the present case, the Committee had desired that
examinlantlis;ry should undertake a review in respect of the nature of
- \:hto be COnc}ucted particularly with regard to‘other. chem!cal
1% g the::tetll?:re x;lsual examination may not be sufficient wntl: a vxe:v
are effectively chcckn:: Practices resorted to by the unscrupulous elements

Miﬁn-is::;(m;fﬂ;:i action taken notes furnished to the Committee by the
diadios nance (Department 'of Revenue) it was:seen that the
adjudication of the cases was yet tobe completed and that the recovery of
the ijovemme'nt. dues was, therefore, still to be effected. As regards
initiating of criminal proceedings, the Ministry stated that sanction of the
C!uef Commissioner of Customs for procecuting the Managing Director,
Dircctor etc. of the company had been obtained and that further action in
the matter was being taken. The Ministry’s reply also indicated that the
inquiry procecdings -against the departmental officers were yet to be

concluded. Intimating the remedial/corrective action taken, the Ministry in
their note stated:

“Ministry has issued instructions vide Circular No. 82/95-Customs
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dated the 20th July, 1995 to the field formations to ensure that
drawal of samples in all cases of doubtful nature of goods or exporter
is ensured so that such irregularities are avoided. It has also been
provided that such cases should be brought to the notice of the
Central Board of Excise & Customs. immediately on detection and
major Custom houses alerted so that Board may examine the matter
further and issue necessary instructions for remedial action to be

taken in all Customs formations”.

7. The Committee note that in pursuance of their recommendations, the
Ministry of Finance (Department of Revenue) have now issued instructions
to the field formations so as to prevent irregular and fraudulent payments
of duty drawback. The Committee hope that the Central Board of Excise
and Customs will keep a close and continuous watch in the matter with a
view to ensuring that the malpractices resorted to by the unscrupulous
elements are effectively checked.

8. The Committee are extremely unhappy over the slow pace of progress
in the recovery/punitive proceedings against the exporter as well as the
disciplinary proceedings initiated against the departmental officers. It is a
matter of deep concern to the Committee that people responsible for such
economic offences committed and detected as far back as 1989 and 1990 are
yet to be punished effectively. The Committee, therefore, desire that the
proceedings initiated against the exporter and the departmental officers
should be completed within a period of three months. They would like to be
informed of the outcome of the adjudication proceedings, progress in the
prosecution' case against the exporter and the recovery of Government dues
asfrwell as the final outcome in the action initiated against the departmental
officers.

Action Taken on Cases of Fraudulent Exports

In their earlier report, the Committee had further found that the
Dnrccu')rate of revenue Intclligence had uncarthed certain cases where the
party involved in the case of alleged fraudulent drawback (discussed
earlier) alwongwith its associate concerns were stated to have attcmpted to
'defrau'd Government by indulging in allcged fraudulent exports in 1991
involving a total amount of Rs. 118 crores. Briefly, the cases involved
alleged malpractices committed under the Duty Excmption Entitlement
Schcn.le including obtaining of the advance licences on the basis of false
anq Incorrect  statements, failure to discharge the stipulated export
thgation, utilising the duwty free raw material imported against the
licences for purposes other than for which the same werc imported etc.
Eventhough the Secretary, Department of Revenue had stated before the
Comnmittee that it was a serious matter and action should have been taken
aga'inst' the partics under the most stringent provisions including criminal
action as well as under COFEPOSA, the Committee in their Report had
obscrved that the Decpartment werc yet to act on thosc lines. The
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Committee had also observed that the case had been referred to CBI on
18 March, 1993 which was still under examination. The Committcc had
recommended that all necessary action should be taken to book thc party
for the violations/offences committed under all the relevant laws of.thc
country, the cases should be vigorously pursued to their logical conclusions
and effective action taken to recover the governmental ducs as ?lSO to
penalise the party for the various offences committed under the different
laws. They had also recommcnded that the extcnt of involvemcnt .Of
officers in perpetrating the alleged fraud in collusion with thc parties
should be thoroughly inquired into and action taken against all the officers
found responsible.

10. In their action taken note, the Ministry of Finance (Dcpartment of
Revenue) inter alia stated that the CBI have registered scven cascs and
were investigating the cases vigorously and were awaiting reply of N.C.B.
of Nepal, Hongkong, UK. and U.S.A. to whom a Questionnaire for
conducting part investigations had bcen sent through interpol. According
to them, on receipt of reply furthcr action in accordance with law would be
taken. The Ministry also statcd that show cause notices have been issucd in
all cases by Commissioncrs of Customs, Bombay, Calcutta and Madras.
the adjudication process was under progress and that thc Commissioncrs
have also been directed to consider prosccution. As regards action against
departmental officers, thc Ministry stated that thc Central Vigilance
Commission (CVC) had advised major pcnalty procccdings against thrce
officers and that the CVC had advised thc matter to be rcferred to CBI in
view of the wider ramifications involving privatc partics and non-residents.
According to the Ministry, the CBI have alrcady been advised to the
matter and the concerned authoritics dirccted to cxpedite issuance of
charge shcet to the officers concerned.

11. The Committee are totally dissatisfied with the pace of progress in
this case also particularly considering the gravity of the offences stated to
have been committed by the party. The action taken note furnished by the
Ministry of Finance fis clearly indicative of the fact that no concrete action
has so far been initiated either under COFEPOSA or to lodge prosecution
against the parties. This speaks volumes of the lack of seriousness on the
part of the Ministry of Finance in bringing to book the guilty. The Comittee
deplore the same and desire that all necessary action should be taken to
book the parties concerned for the offences committed by them under
various laws within a period of three months and the cases vigorously
pursue&l to their logical conclusions so as to recover the government dues
and to penalise the parties concerned for the offences committed.
Proceedings initiated against the departmental officers should also be
expeditiously completed. The Committee would like to be furnished with a
detailed report on the progress of the case on all the aspects.



CHAPTER II

RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN
ACCEPTED BY GOVERNMENT

Recommendation

The Duty Drawback Scheme provides the mechanism for reimbursement
of Customs and Central Excise Duties suffered in relation to any imported
materials or excisable materials used in the manufacture of export goods.
The Scheme is govcrned by the provisions of the Customs & Central
Excise Duties Drawback Rules, 1971 framed under Section 75 of the
Customs Act, 1962 and Section 37 of the Central Excises & Salt Act, 1944.
The rate of drawback in relation to export goods is determined by the
Directorate of Drawback of the Department of Revenue under the
Ministry of Finance, having regard to the average quantity or value of each
class or description of duty paid raw materials/components from which a
particular class of goods is ordinarily manufactured in India. The drawback
claims submitted by the exporters are granted by the Customs authoritics
after stisfying themselves that the exporters fulfilled the stipulated
conditions thereon. Before sanction of the drawback claims, the Customs
officers are among other things expected to ensure that the identity of
goods with specifications relevant for the purpose of drawback, as declared
have been confirmed by the examination report and test report, wherever
necessary. The Audit paragraph under examination, reported a case of
irregular payment of drawback to an exporter based on an alleged
fraudn.xlcnt- exgort. The Committee’s examination of the paragraph has revealed
certain disquieting fact which are dealt with in the succeeding paragraphs.

[SI. No. 1 of Appendix, Para 57 of 91st Report of PAC (10th L.S)]
Action Taken

Observation of the Committee have been noted. The Paragraph does not
call for any specificaction.

[Ministry of Finance (Department of Revenue) F, No. 603/5/93/DBK
(Part) dated 27 September 1995]

The Committee find that a Delhi based exporter was sanctioned an
amount of Rs. 13.33 lakhs by the Government based on his claim made on
14.9.1989 as duty drawback on account of export of 112 metric tonnes of
Zinc Oxide of US § 224000 to a consignee in Hongkong. However, the
Directorate of Revenue Intclligence (DRI) reccived information that the
goods for export by the said exporter contained in the four containcrs and
declared as Zinc Oxide was actually not Zinc Oxidc and that therc was a

5
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deliberate misdeclaration on the part of the exporter. The consignments,
by then, had already left India. Accordingly, the DRI contacted relevant
authorities at Hongkong and obtained representative samples from the
containers and subjected them for chemical test/examination at the Central
Revenue Control Laboratory, New Delhi. The Chemical test revealed that
the samples composed of carbonites of Calcium and Magnesium and were
free from Zinc Oxide. Meanwhile, the Drawback claim was cleared by the
Delhi Customs House and the amount of Rs. 13.33 lakhs was paid to the
party by cheque on 8.12.1989. Evidently, while sanctioning the Drawback
claim the authorities concerned had failed to exercise the necessary checks
adequately in order to ensure that the item exported actually confirmed to
its declared description in the documents submitted. The Committee are
surprised to note that before sanctioning the Drawback clairp, the
authorities did not obtain samples of the consignment with a view to
getting them subjected to chemical test/verification. However, in the
examination report on the reverse of the Shipping Bill, thc officers
concerned had recorded that they had inspected 10% if the packages and
had found them to coniain the declared item, namely Zinc Oxide. During
evidence, the Committce were informed that the officcrs concerned had
sanctioned the Drawback claim on the basis of visual examination only and
that there was no list in existence at the relevant time indicating the items
which were to be subjected to tests. The Ministry of Finance statcd that
instructions seeking to lay down the general principles governing the
requirement of testing of samples of products specified in thc drawback
schedule was issued in November 1990 only. They however, maintained
that in cases where goods were not capable of identification by visual
inspection and where no record of any previous valid test report of similar
goods exported by the same exporter was available, the officers could be
expected, as a reasonable precaution to draw samples for ascertaining the
correctness of the declared description of the goods. The Committce
therefore, regret to conclude from the above that neither thc system of
verification prescribed for examination of the item namcly Zinc Oxide was
satisfactory nor did the officers who sanctioned the irregular claim
discharge their functions with the responsibility expected from them.

[SI. No. 2 of Appendix, Para 58 of 91st Report of PAC (10th L.S)]
Action Taken Note

The observations of the Cammittee have been noted. The system of the
verification prescribed for examination of the item namely Zinc Oxide has
already been strengthened by issue of Circular No. 993 dated 1st Junc?

1993, as referred to in para 26 of the report. Action against the officers
responsiblc has also bcen initiated.

[Ministry of Financc (Dcpartment of Revenuc) F.No. 60¥59¥DBK
(Part) Dated 27 Scptember 1995]
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Recommendation

In this connection the Committce find that in another case also, the
same exporter attempted to cxport 84 mectric tonnes of goods dcclared to
be the same product, viz., Zinc Oxidc, in three containcrs to thc same
Hongkong based consignee and had submitted claim for drawback
amounting to Rs. 9.99 lakhs on 13.9.1989. The containcrs were intcrcepted
in Bombay by the Directorate of Revenue Intelligence. On test, the
representative samples of this consignment were also found free from Zinc
Oxide and it was revealed that the material under shipment was nothing
but Dolomite Powder. This consignment was also reported to have becn
cleared by the same officers in the Dclhi Customs referred to in the case
mentioned by Audit without drawing any sample. Howcver, the DRI
asked Delhi Customs not to sanction the claim submitted by the party.
This clearly indicates that the alleged fraud perpetuated by the party in the
case mentioned in the Audit Paragraph was not an isolated onc and the
role of the departmental officers concerned who had sanctioned the claim
in that case nceded to be probed further.

[SI. No. 3 of Appendix, Para 59 of 91st Report of PAC (10th L.S)]
Action Taken

As.the two cases pertain to the same period of time and the goods were
examined !)y the same officers in both the cases, action against the officers,
as stated in reply to Para 58, has been initiated.

[Ministry of Finance (Dcpartment of Revenue) F.No. 603/5/93/DBK
(Part) Dated 27 Scptember 1995]

Recommendation

Another d.isquieting aspect observed by the Committce was that
althqugh the inadequacies in the processing of drawback claims on export
of Zinc Oxide were known to the Department by December, 1989 and in
any case by early 1990 when the chemical examiner report was available,
No action was taken to prescribe suitable checks for the examination of the
item specifically when instructions regarding testing of samples of products
specnf_"l.ed in the Drawback Schedule were issued on 26.11.1990. Instructions
were ‘issucd only in June 1993 directing the authorities concerned for
drawal of samples in each and every case of export of Zinc Oxide for the
purpose of verfication of the drawback claim. The Committee are unhappy
over the delay and desire that the Central Board of Excise and Customs
should look into the matter and ensure that necessary remedial/corrective
action n such cases are initiated in time.

[SI. No. 6 of Appendix, Para 62 of 91st Report of PAC (10th L.S)]
.Action Taken

Ministry has issued instructions vide Circular No. 8295-Customs dated
.the 20th July, 1995 to the ficld formations to ensure that drawal of samples
in all cases of doubtful naturc of goods or exporter is ensured so that such



8

irregularitics are avoided. It has also been provided that such cases
should be brought to the notice of the Central Board of Excise &
Customs immediately on dctection and major Custom Houses alerted
so that Board may examine the matter furthcr and issue nccessary
instructions for remedial action to be taken in all Customs formations.

[Ministry of Finance (Department of Revenue, F.No. 603/5/93/DBK
(Part) dated 27 Scptember, 1995]

Recommendation

What has further concerned the Committee is that no attempt scems
to have becen made by the Ministry to cxaminc the adcquacy of visual
examination of other similar chemical items where mere visual
examination was in-sufficient to identify a commodity for the purpose
of verifying the drawback claims. The Ministry of Finance have stated
that in view of the large number of Shipping Bills filed for export
under claim for drawback in the Customs Houses it was not possible
to test sample in each and every consignment. According to the
Ministry, since no case of fraudulent cxport of any other commodity
h‘as been noticed it has not been considered nccessary to prescribed
similar procedure in case of other goods which are not identifiablc by
visual inspection. The Ministry of further stated that the principles
prescribed by them are by way of general guidelincs and actual
discretion for drawal of samples is to be excrcised by the officers
processing the Shipping Bills to check against exploitation of the
system. The Committee do not agrec with this view. They fecl that in
the light of the irrcgularitics reported in the present casc, the Ministry
should undertake a review in respect of the naturc of cxamination to
be conducted particularly with regard to other chemical items also
where mere visual examination may not be sufficicnt with a view to

ensuring that the malpractices resorted to by the unscirupulous clements
arc cffectively checked.

[SI. No. 7 of Appendix, Para 63 of 91st Report of PAC (10th L.S)]
Action Taken

The Ministry issnfed Circular' No. 44/94 dated 12.10.94 based on the
report of a~Comm1ttee constituted to look into the drawal of samples
for drawback purpose. The said Circular provides that in case of
Organ}'c & Chemicals and Inorganic Chemicals (Entry No. 1101 of the
erstwhile  Drawback Table), where Brand Rates are fixed with
reference to a parpcular manufacturer, samples may be drawn once in
six months for individual manufacturer. If the products are sold by the
brand name, sample may be drawn once in a ycar. For -Entry No.
1102 to 1106 of the Drawback Table pertaining to Inorganic Chemicals
and Chcmical products, it has been provided that samples- 3hould be
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drawn from each consignment. Accordingly, recommendations of the
Committee to review the naturc of examination to be conducted
particularly with regard to other chemical items where mcere Visual
examination may not be sufficicnt have becn implemented.

[Ministry of Finance (Department of Revenuc, F.No. 603/5/93/DBK
(Part) datcd 27 Scptember, 1995]



CHAPTER III

R
0 I&S{?MMENDAHONS AND OBSERVATIONS WHICH THE
TTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF
REPLIES RECEIVED FROM GOVERNMENT

—NIL—

10



CHAPTER IV

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

—NIL—

11



CHAPTER V

RECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF
WHICH GOVERNMENT HAVE FURNISHED INTERIM REPLIES

Recommendation

The Committee are distressed to note that in spite of the serious nature
of the offences stated to have been committed/attcmpted the
departmental responsc thercof had been somewhat casual. Although the
irregularities were detected in 1989 itsclf, a notice was issued to the party
to show cause as to why the amount of Rs. 13.33 lakhs shoulfl not be
Tecovered and as to why penal action should not be initiated agalpst thc.m
under Section 114 of the Customs Act, 1962 on 31.1.1991 only Similarly, in
the other case also show cause noticc to the party was issucd only on
12.9.1990 as to why drawback claim of Rs. 9.99 lakhs should not be
disallowed and as to why- the goods should not be confiscated under
Section 113(i) of the Customs Act. 1962. Further a chronology of the
progress made in the adjudication proccedings obtaincd by thc Committce
revealted that there had been several adjournments of both the cascs duc
to reasons like *‘no reply received from the party, party’s advocatc wanted
to inspect the adjudication file without specifying thc rcasons nobody
turned up for personal hcaring. Party’s advocate cxpressed his inability to
appear transfer of the adjudicating authority” ctc.

Astonishin
the objectio
adjudicating

gly, the cascs have now further been held up on account of
N raised by the party on thc question of jurisdiction of !hc
: officer being sustained by the Principal Collector and pcr}dmg
appointment of another officer. The Committec deprecate the inordm:‘nc
dclay in deciding these cascs involving such serious offences.They desire
that the cases should be vigorously pursucd, got decided expeditiously and
stern action taken against the party for thc offcnces committed. They also
desire that necessary criminal proccedings should also be initiated for the
a"c.g?d f.rauds, The Committec would like to this rcgard and also the
position in respect of the rccovery of the Governmental ducs.

[SI.No.4 of Appendix, para 60 of 91st Report of PAC (10th LS)]

Action Taken

Adjudication of the cases has not yet been completed and the
Commissioner of Customs, Declhi has been directed to cnsure that the
adjudication process is completed within two months, followed by rccovery
of Government ducs. Sanction of the Chicf Commissioncr of Customs for
prosccuting Shri Narcnder Rastogi, Managing Dircctor and Shri Subhash

12
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Rastogi, Director and the Company M4 Badri Prasad & Sons has becn
obtaincd and further action in this rcgard is bcing taken.

[Ministry of Finance (Dcpartment of Revenuc) F.No. 603/5/93-
DBK(Part) dated 27 Scptember, 1995]

Recommendation

The Committce regret to note that although the malpractices were
detected in 1989 and the Vigilance Wing of the Dircctoratc of Inspection
had rcported complaints against somec officers in the prcsent case on
24.9.1990, thc chargeshect was served on onc officer on 13.9.1993 and on
another on 11.3.1994 only. Also, no action has bcen taken against the
officers higher up in the hicrarchy including those who had sanctioned the
claims submittcd to them. The Committec desirc that thc matter should be
further looked into and nccessary action taken against all the officers
concerned found responsible for their various omissions and commissions.
The Committce would like to be informed of the further action taken in

thc matter.
[SI. No.5 of Appendix, Para 61 of 91st Report of PAC (10th Lok Sabha)]
Action Taken

Chargesheets have been issucd to Shri R.S. .Jain. Supcrintendent
(rctircd) and Commissioner of Cecntral Excisc. Dclhi has appointcd
Shri S.K. Pande, Assistant Commissioner of Customs as Enquiry Officer in
the casc. Enquiry proceedings against Shri Hardwarilal. !nspcct-m arc also
in progress and the Enquiry Officer has been requested to conclude the
enquiry at an carly datc. Central Vigilance Commission in their final
opinion has reccommended no action against Shri Mahender Singh. the then
Assistant Collector of Customs, who was concerned with the (‘:asc.

[Ministry of Finance (Decptt. of Revenue) F.No. 603593-DBK (Part)
dated 27 Scptember. 1995]

Recommendation

During the course of cvidence the Committee were informed that the
Dxrcc:pratc of l_icvcpuc Intclligence had uncarthed certain cases where the
party involved in this case alongwith its associatc concerns were stated to
have attempted to defraud Government by indulging in alleged fraudulent
exports in 1991 involving a total amount of Rs. 118 crores. The details of
the cases have been given clsewhere in the rcport. Bricfly, the cases
qulvcd alicdged malpractices committed under the Duty Excmption
Ent_ltlcmcnt Scheme including obtaining of thc advance licences on the
basis of fa!sc i'md incorrcct statcments, failure to discharge the stipulated
export obligation utilising the duty free maticrial importcd against the
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licences for purposes other than for which the same were importqd etc.
The Committce have been informed that both the Ministrics of Fmar_lcc
(Customs Department) and Commerce (Directorate General of quelgn
Trade) had issued show cause notices to the importers concerned for the
offencestiolations under the relevant Laws. While the Customs Decptt. are
stated to have issued show cause notices against the violations in respect of
DEEC booksadvance licences registered with Calcutta and Bombay
Custom Houscs and the show cause notice in respect of Madras Custom
House was under issue, the Dircctorate General of Forcign Trade are
stated to have adjudicated the cascs. The show cause notices issucfd against
the violations of the Custom Act were pending adjudication. The
adjudicating authority in respect of the Directorate General of Foreign
Trade is stated to have imposed pcnaltics against the party for the offences
committed under the Imports and Exports (Control) Act, 1947 and have
also debarred all the cight licensces and four suporting manufacturers
under the ImportsControl Order, 1955 from obtaining thc advance
licences. During cvidence, the Sccrctary, Department of Revenue stated
that it was a scrious matter and action should have been taken against the
partics under the most stringent provisions including criminal action as well
as undecr COFEPOSA. Unfortunately, thc Department arc yct to act on -
those lines. The Committce have been informed that the case has also
been referred by the Dircctorate General of Forcign Tradc to thc Central
Burcau of Investigation on 18.3.93 and thc samc was still under their
examination. The Committce desire that all nccessary action should be
taken to book the party for the violations / offences committed under the
rclc_vam laws of the country, the cascs should be vigorously pursucd to
their logical conclusions and cffective actjon taken to rccover the
_GOVCr.nmcnt ducs as also to penalise the party for the various offences
committed under the different Jaws, The Committee would like to be
mfor.mcd of the action taken in the matter and they would also like to be
apprised of the outcome of the CBI investigation.

[S1. No. 8 of Appendix, Para 64 of 91st Report of PAC(10th Lok Sabha)]
Action Taken

The C.B.I. has informed that out of 8 casecs rcported to them by the
Dircctor Gcngral, Forcign Trade, 7 cascs have been registered sinee in the
8th casc against Mg Manohar Mctal Bhandar. no import have taken
placc. The C.BLI. s investigating the casc vigorously and arc awiting rcply
of N.CB. of Nepal, Hongkong, UK. and US.A. to whom a
Questionnaire for conducting part investigations have been sent through

:“LCTPO'C' On reccipt of reply further action in accordance with law will be
aken.

2. The Show Cause Notices
Commissioncr  of Customs,
Commissioncrs have been dire

in all cascs have been issucd by
Bombay, Calcutta and Madras and the
cted to complete the process of adjudication
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within a pcriod of two months followed by recovery of Government ducs
and also consider prosccution.

[Ministry of Finance (Dcptt. of Rcvenuc) F.No. 603/5/ 93-DBK(Part)
dated 27 Scptecmber, 1995]

Recommendation

The Committce were further informed that ccrtain department officers
were suspected to have been involved in perpetuating the alicged fraud in
collusion with the parties. Although an officer was initially stated to have
been suspended in Februray 1992 but the suspension order was stated to
have bcen revoked subscquently in August, 1993. The Committec arc
surprised to know that no chargeshcet has becn issued to the officers
concerned as yct. The Committce desirc that the cxtent of involvement of
the officers in committing the offences by the party should thoroughly be
enquired into and action taken against all the officers found responsible.
The Committce would likc to be informed of the action taken thercon.

[Sl. No. 9 of Appendix, Para 65 of 91st Report of PAC (10th Lok Sabha)]
Action Taken

Central Vigilance Commission has advised major penalty proceedings
against all thrce officers found responsible i.c. SShri S.B. Misra, Assistant
Collector; S.C. Gupta, Supcrintendent and R.K. Singh. then Inspector
(CUS{0ﬂ15) at Land Customs Station Tikonia. Thc~C.V.E,‘. has also adviscd
tha.t in view of the wider ramification involving private partics and non-
rcsndcnts,.thc matter may be referred to C.B.I. The C.B.I. have alrcady
bf:cn adviscd of‘thc matter and the concerned authoritics have been
dirccted to expedite issuance of chargesheet to the aforesaid three officers.

[Ministry of Finance (Department of Revenue) F.No. 603/5/93-DBK
(Part) dated -27 Scptember, 1995]

New DevLiu; ,
; AIK.

29 February, 1996 RA:.:“?I”"""‘

10 Phalguna, 1917 (Saka) Public Accounts Commitiee.




APPENDIX

CONCLUSIONS AND RECOMMENDATIONS

Sl Para  Ministry/
No. No.  Deptt.

Conclusions/Reccommendations

4

Concerned
1 2 3
1. 6. Min. of
Finance
(Deptt. of
Revenue)
2. 1. -do-
3. 8. -do-

The Committec desire that final rcplies in
respect of the recommendations on which
interim replies have so far been furnished
should be furnished expeditiously after getting
them duly vettcd by Audit.

_The Committec note that in pursuance of
their recommendations, the Ministry of Finance
(Dcpartment of Revenuc) have now issued
instructions to the ficld formations so as
to prevent irrcgular and fraudulent payments of
duty drawback. The Committcc hope that the
Central Board of Excisc and Customs will kcep
a closc and continuous watch in the matter with
a view to cnsuring that the malpractices
resorted to by the unscrupulous clements are
effectively checked.

The Committec arc cxtrcmely unhappy over
the .SIOW pace of progress in the rccovery of
punitive procecdings against thc cxporter as
well as  the  disciplinary  proccedings
Initiated against the departmental officers. It is
a matter of deep concern to the Committec that
people responsible for such cconomic offences
committed and detected as far back as 1989 and
1990 are yet to be punished cffectively. The
Committec, thercfore,  desirc  that  the
Proccedings initiated against the cxporter and
th,c departmental officers should be completed
Within a period of three months. They would
like to be informed of the outcome of the
adjudication proccedings, progress in  the
Prosecution casc against thc cxporter and the

16
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4

11.

Min. of
Finance
(Deptt. of
Revenue)

rccovery of Government ducs as wcll as the
final outcome in the action initiated against the
departmental officers.

The Committee are totally dissatisfied with
the pace of progress in this casc also particularly
considering the gravity of the offcnces stated to
have bcen committed by the party. The
action taken notc furnished by the Ministry of
Finance is clcarly indicative of the fact that no
concrete action has so far bcen initiated either
under COFEPOSA or to lodge prosccution
against the partics. This spcaks volumcs of the
lack of scriousncss on the part of the Ministry
of Finance in bringing to book thc guilty. The
Committee deplore the samc and desire that all
nccessary action should be taken to book the
partics conccrned for the offences committed by
them undcr various laws within a pcriod of
three months and the cascs vigorously pursued
to their logical conclusions so as to recover the
Government ducs and to pcnalisc the partics
concerned for the offences committed.
Proceedings intiatcd against thc dcpartmental
officers should also be cxpeditiously completed.
The Committee would like to be furnished with
a detailed report on the progress of the case on
all the aspects.




PART II

MINUTES OF THE TWENTY-SECOND SITTING OF THE fgt;guc
ACCOUNTS COMMITTEE HELD ON 26 FEBRUARY, .

(1995-96) .
The Committee sat from 1530 hrs. to 1630 hrs. on 26 February, 1996 in

Room No. 51, Parliament Housc Anncxe, New Declhi.

PRESENT
Shri Ram Naik —Chairman

Mcmbers

Lok Sabha
Kumari Mamata Bancrjcc
Shri Anil Basu
Shri Dilecp Singh Bhuria
Shrimati Maragatham Chandrasckhar
Dr. K.D. Jeswani .
Maj. Gen. (Retired) Bhuwan Chandra Khanduri
Shri Peter G. Marbaniang
Shri Shravar Kumar Patcl

CH NV A LN

il } Rajya Sabha

10. Shri Triloki Nath Chaturvedi’
11. Shri Misa R. Gancsan .
12. Shri Rajubhai A. Parmar’ -
13. Shri G..G. Gwell. . .
i o SECRETARIAT
1. Shri G. C. Malhotra
2. Smt. P. K. Sandhu
3. Shri P. Sreedharan

— Joint Secretary
— Director

— Under Secretary
REPRESENTATIVES OF THE OFFICE
Aupitor GENERAL oF Inpia

1. Shri A. K. Thakur

or THE COMPTROLLER AND

— Pr. Director
{Reports-Central)

2. Shri Vikram Chandra — Pr. Director
(Indirect Taxes)

3. Smt. S. -Ghosh — Director (Customs)

2. XxXx XXX XXX

18



19

3. The Committce thcreafter took up for consideration the following
draft Reports:

LR A

(i) L E L] k% e
(ii) LR 2 LS 2
(iii) Customs Receipts — Drawback of duties Fraudulent drawback

[Action taken on 91st Report (10th Lok Sabha)].

The Committce adopted the draft Reports at Sl. No. (i) and (iii) above
without any amendments. The Committee adopted the draft Recport at
Serial No. (i) above with certain modifications as shown in Anncxure. .TI}c
Committce also authoriscd the Chairman to finalisc these draft Reports in
the light of the comments of Audit arising out of factual verification and to
present these Reports to the House.

k¥
EE 1] %%
* %
4 sEX k¥ XK ’ *
%
5 see (23] *

The Committee then adjourned.

ISusI(¥-
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