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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Eighth Report on 
action taken by the Government on the recommendations of the 
Public Accounts Committee, contained in their Hundred and Fifty 
Ninth Report (Seventh Lok Sabha) on Customs Receipts. 

2. In their earlier Report, the Committee had pointed out that 
irregular refunds were made despite the instructions issued by the 
Central Board of Excise and Customs in November, 1968, December 
1972 and December 1979 urging co-ordination between the Customs 
and Central Excise Wings before refund of additional duty is allowed 
in respect of materials on which credit for duty paid has already been 
allowed under Rule 56-A of the Central Excise Rules. The Internal 
Audit Wing which was entrusted with cent per cent check on such 

refunds too had failed to detect the mistake, The Committee had, 
therefore, recommended that the Board should look into the reasons 
to clarify whether the failure was due to defective procedures laid 
down or due to human failure and to take remedial action. In their 
Action Taken Notes, the Ministry have stated that "disciplfnary pro- 
cesdings are being initiated against the erring staff and the Custom:! 
Houses are again being a l m e d  to prevent recurrence of such cases." 
The Committee were not satisfied with the aforesaid reply of the 
Ministry and have desired the Central Board of Excise and Customs 
to indicate the precise reasons for the lapse and the actlon taken to 
ensure the avoidance of such cases in fu ture  

3. The Committee had pointecf out in their earlier Report that due 
to the non-extension of the Agricultural Produce Cess Act, 1940 to the 
Union Territory of Goa, Daman and Diu. substantial revenue was lost 
on exports of oil seeds, oil extractions, frozen shrimps and other agri- 
cultural products exported through the Mormugao Port. Expressing 
regret 0ve.r the reply of the Ministry of Finance that even at this late 
stage no final decision has been taken even though the issue of extend- 
ing the said Act besides other Acts to the Union Territory of Goa, 
Daman & Diu has been under the consideration of the Home Ministry 
and the Union Territory administration from time to time since 1971, 
the Committee have reiterated their earlier recommendat:on and have 
desired the Ministry of Finance to apprise the Ministry of Home 



Affairs of the losses being incurred'due to non-levy of cess on exports 
made from the Murmugoa Port so that no further time is lost in 
extending the Agricultural Produce Cess Act, 1940 to the Union 
Territory of Goa, Daman & Diu. 

4. On 6 June, 1985, the following Action Taken Sub-Committee 
was appointed to scmtinise the replies received from Government in 
pursuance of the recommendations made by the Public Accounts 
Committee in their earlier Reports: 

1. Shri E. Ayyapu Reddy--Chairman 

2. Shri Rajmangal Pande 1 
3. Shri Amal Datta 
4. Shri Girdhari La1 Vyas 
5. Shri Nirmal Chatterjee i M em bers 
6. Shri .K. L. N.  Prasad I 
7. Shri H. M. Pate1 
8. Shri J. Chokka Rao I 

5. The Action Taken Sub-committee of the Public Acmunts Com- 
mittee (1985-86) considered and adopted the Report at their - sitting 
held on 1 August, 1985. The Report was finally adopted by the Public 
Accounts Committee on 12 August, 1985. 

6. For reference fac!lity and convenience, the recommendations 
and observations of the Committee have been printed in thick type In 
the body of the Report and have also been reproduced in a conaoli- 
dated form in the Appendix to the Report. 

7. The Committee place on record their appreciation of the assist- 
ance rendered to them in this matter by the Office of the Comptroller 
and Auditor General of India. 

NEW DELHI; 
13 August, 1985 - -. - . -- . . .- . . -. .- - 
22 Sravana. 1907 (Saka)  

E. AYYAPU REDDY, 
Chairman, 

Public Accounts Committee. 



CHAPTER I 
REPORT 

1.1 This Report deals with the action taken by Government on 
the recommendations of the Public Accounts Committee (1982-83) 
containzd in their 159th Report (Seventh Lok Sabha) on non-selected 
psragraphs of the Report of the C&AG of India foy the year 1980-81, 
Union Government (Civil) Revenue Receipts Vol. I, Indirect Taxes 
relating to Customs Receipts. 

1.2 The 1Nth Report, which was presented to Lok Sabha on the 
29 th April, 1983 contained 20 recommendations 1 observations. Action 
Taken Notes in respect of all the the recommendations~observations 
have been received from Govwnment. These have been broadly 
categorised as follows:- 

(i) Recommendutions \ Observations which have been accepted 
by Government: 
S. Nos. 1-5, 6, 7, 8, 9, 12 and 15. 

(ii) RecommendationslObservations which the Government do 
not desire to pursue in the light of the replies received from 
Government: 

s 
S. Nos. 17, 18, 19 and 20. 

(iii) Recom?nendat;onslObsemrations replies to which have not 
been accepted by thle Committee and which require re- 
iteration: 
S. Nos. 10, 11, 13, 14 and 16. 

(iv) RecommendaCions~Observations in respect of which Govern- 
ment have furnished interim, replies: 
-Nil- 

1.3 The corninittee will now deal with the replies furnished in 
respect of some of the recommendations. 

Irregular refund of drawback claim 

(Para 4.21 and 4.22-43. Nos. 10 & 11) 

1.4 Dealing with the instructions issued by the Central Board of 
Excise and Customs in November, 1968, December 1969 and December, 



1972 in regard to refund of drawback claim, the Committee in Para- 
graphs 4.21 and 4.22 of their 159th Report had observed as follows :- 

Para 4.21 

"The Committee understand that instructions had been issued 
by the Central Board of Excise and Customs in November, 
1968, December 1969 and December, 1972, urging co-ordi- 
nation between the Customs and Central Excise Wings 
before refund of additional duty is allowed in respect of 
materials on which credit for duty paid has already been 
allowed under Rule 56-A of Central Excise Rules. The 
irregular refunds in the cases reported in the above audit 
pargraphs were made inspite of such inutnwtions. The 
Government, while attributing the failure to human error 
in these cases, have not explained the lapse of the Internal 
Audit Wing in not having detected these irregular refunds. 
The Committee would like the Gol~ernment to look into 
the reasons for failure on the part of the Internal Audit 
Wing and apprise them whether the failure was due to 
defective procedures laid down or due to human failure, 
and the remedial action taken therefor." 

Para 4.22 

"The Committee are perturbed to note that even after the 
reorganisation and strengthening of the Internal Audit Wing 
in the Customs House, the Inte,rnal Audit Wing which is 
entrusted with cent per cent check of such claims'docu- 
ments have failed to detect mistakes. The Committee 
would like to be apprised of the reasons for the failure on 
the part of Internal Audit to exercise the prescribed checks 
and steps proposed to be taken to avoid the recurrence of 
such lapses in future." 

1.5 In their Action Taken Note dated 28 January, 1984 the Minis- 
try of Finance (Department of Revenue) have intimated as under:-- 

"Disciplinary proceedings under Rule 16 of ,CCS(CCA) Rule 
1?65, are being initiated against the erring staff and the 
Cx tom Houses are again being alerted to prevent recur- 
rence of such crtscs." 

1.6 In their earlier Report. the Committee had pointed out that 
irregnlar refunds were madc in the cases reported in the audit para- 
graphs despite the instructions issued by the Central Board of Excise 
and Customs in November, 1968, December 1972 2nd r?ecember 1979 



urging co-ordination between the Customs and Central Excise Wings 
before refund of additional duty is allowed in respect of materials 
on which credit for duty paid has already been allowed under Rule 
56-A oi the Central Excise Rules. The Committee had further 
pointed out thpt the Internal Audit Wi*ag too had failed to detect 
the mistake even though after its reorganisation and strengthening, 
it was enbrnsted with cent per cent checks of such refund claims. 
The Committee hiid. thereiore, recommended that the Board should 
look into tfrc reasons E w  the foilure c,n the part of the Internal Audit 
Wing SO as lo clarify whether the failure was due to defective pro- 
ccdxres 1md down or due lo human failure and to take remedial 
action. In t!wir Action 'taken Note the Ministry have not furnish- 
ed ally details of the action taken in pursuance of the Committee's 
recommendalions but haxc cmly stated that "disciplinary proceedings 
are being initiated against the erring staff and the Customs Houses 
trc ngsin hein2 alerted to prevent recurru,we of such cases". The 
Cornm;ttce arc glad to note that action is being taken. But what 
the Cornmitfiw wanted was a review of the existing instructions and 
procedure wlaicln are not adequate and have not enabled the Board 
to over see that ccnt per rcll of the claims are checked by the Inter- 
nal Audit Wing. It is in this context that the Committee had desir- 
ed to be apprised of the lenwns for the lapse. The Committee would 
like ihr* Central Board of Excise and Customs to indicate the precise 
reasons for thc lapw ant1 tlw action takcn to ensure the avoidance 
of such cases in futurv. 

Non-Extension of the Ayricu1t:~ual Prodwe Cess Act lo  tiic Union 
TPS'.~;:.WZ~ . of . Goa. Duntan, and L)izi. 

1 . I  Referring to iiic suktantial  loss of revenue due to non-levy 
of rcss on al;;ricultl;ral products exported through the Mormugao 
Porl, tke Cwnmittcc ill !xirrrgraphs 5.10. 5.11 and 5.13 had recom- 
inended as under : --- 

"The Comlnittee find that considerable quantity of oil seeds, 
oil e:ii~.actior;.s. frozen shrimp and other agricultural pro- 
ducts are being r*sported through the Mormugao Port and 
on such products, non-levy of cess at the rates prescribed 
in acccrrdancc with the provisions of the Agricultural Pro- 
duce 'Cess Act, 1940 is resulting in loss of revenue. Had 
the cess been Iwied. the yield from cess on oil secds ex- 
tracts exported during the three years 1977-78 to 1979-a(! 



ifsclf wouid have amounted to Rs. 14.74 lakhs, as pointed 
out by Audit. The Committee also understand that this 
matter was brought to the notice of the Department of 
Revenue as early as 1975 but the Department had  appa- 
rently not cared to examine whether there was any justi- 
fication existed or continued to exist for a o t  extending the 
Agricultural Produce Cess Act to the Union Territory of 
Coa, ljaman and Diu." 

Para 5.11 

"The Committee are unhappy to note that the Department 
had not examined the revenue implications of the audit 
objection nor did it impress upon the Ministry of Home 
Affairs for being allowed to collect the revenue realisable 
after extension of the Agricultural Produce Cess Act, to 
the Union Territory. The administrative arrangements, 
which were referred to in 1,962 by the Law Secretary, 
could, in so far as the Agricultural Produce Cess Act was 
involved, concern only the Department of Revenue of the 
Ministry of Finance which solely administers the Act. 
Clearly the reason which weighed with the Law Secretary 
in 1962 was not known to Ministry of Finance and the 
latter did not care to find out, as otherwise the Ministry 
of Finance (Department of Revenue) would have inform- 
ed that it had d l  the necessary administrative arrange- 
ments in Goa for many years now. Considering the fact 
that there have been considerable exports of Agricultural 
Products and other goods from the port of  GO^ in all these 
years, it is surprising that no one in the Ministry of Fin- 
ance had ever mquired from the Ministry of Home 
-4ffairs of the unknown reason for not extending the Agri- 
culturd Produce Cess Act to that port. The Committee 
regret to point out that in this case there has been a total 
failure of revenue consciousness on the part of Department 
of Revenue who were aware of the non-levy of the Cess 
but had stilled their spirit of enquiry in this regard." 

Para 5.13 
"The Committee are surprised to note that though the Home 

Ministry was apparently aware of the reason for non-ex- 
tension of several central enactments including revenue 
enactments to the Union Territory of Goa, Daman and 
Diu, they had not thought i t  fit to initiate any steps to 
conduct an annual review. The Committee need hardly 



stress that in the interest of uniform development of the 
nation the reascras for foregoing potential revenue with- 
out valid reasons should be reviewed annually, specially 
when every little bit of revenue is needed to augment the 
N?ltion's Plan resources. With the freedom of trade and 
commerce throughout India, no territory can remain iso- 
lnted for long. Even a t  this late stage, the Ministry 
Home Affairs have called for a proposal from the Union 
Territory of Goa, Daman and Diu for extending only the 
Agricultural Produce Cess Act, 1940. The Committee re- 
commend that Ministries of Finance and Home M a i r s  
should review all revenue enactments of the Union which 
have not so far been extended to any one or more States 
or Union Territories. Where there is no legal bar and 
where records do not indicate any reason for non-exten- 
sion or the reason therefor is no longer valid, the enact- 
ments should he extended over the whole of the Union 
withoul delay. The Committee would like to be apprised 
of such other revenue enactments which have not been 
extended to StatesIUnion Territories by the end of 1933, 
along with the reasons therefor. They would also like 
tc., be furnished with an estim.ate of the annual revenue 
lcss due to non-extension of such enactments." 

1.8 In their Action Taken Notes dated 28 March and 19 July, 
1984 the ~ i n i s t r i  of Finance (Department of Revenue) have stated 
as follows:- 

. # 

"Para 5.10 

The rcconimendation of the Committee has been noted. 

Para 5.11 

The recommendation of the Committee has been noted. The 
exercise to extend the Agricultural Produce Cess Act to 
the Union Territory of Goa, Daman and Diu has since 
been undertaken by the Ministry of Home Affairs in con- 
sultation with Administration of Goa, Daman & Diu. 

Para 5.13 

On the basis of the review undertaken by this Department it 
is clarified that revenue enactments concerning this De- 
partment have been extended to all States and Union Ter- 
ritories. As f a r  as the question of extension of Agricul- 
tural Produce Cess Act, 1940 to the Union Territory of 



Goa, Daman & Diu is concerned, the matter is being 
actively pursued with the Ministry of Home Affairs who 
are administratively concerned in the matter. The reve- 
nue loss because of non-extension of this Act to Union 
Territory of Goa, Daman & Diu for the period 1981-82, 
1982-83, 1983-84 has been estimated to be Rs. 5,,68,652, 
Rs. 5,60,623 and Rs. 8,39,013 respectively." 

1.9 1~ their 159th Report the Committee had pointed out that due 
to the non-extension of the Agricultural Produce Cess Act, 1940 to 
the Union Territory crf Goa. Daman & Diu, substantial revenue was 
lost on exports of oil seeds, oil extractions, frozen shrimps and other 
agricultural products exported through the Mormugao Port. The 
loss of yield from ress on oil seeds extracts exported d u r h p  the three 
years from 1977-78 to 1979-80 itself amounted to Rs. 14.74 rnWns. The 
revenue loss dnr.;.-g the years 1981-82, 1982-83 and 1983-84 has been 
to the tune of Rs. 5,68,652. Rs. 9,60,023 and Rs. 8,39,013 respectively. 
The Committee regret to find that even though the issue of extend- 
in:, '.he sair'. Act hesides other Acts to the Union Territory of Goa, 
Daman & Diu has been under the consideration of the Home Minis- 
try and the Unic.n Territory administration from time to time since 
1971, no final decision has been taken in the matter so far. Even at 
this late ctage the Ministry of Finance have intimated that the mat- 
ter is being actively pursued with the Ministry of Home Affairs but 
have not come forward to plug the lacunae withi*n a prescribed time 
frame. The Committee reiterate their earlier recommendation and 
desire the Millistry of Finance to apprise the Ministry of Home 
Affairs of the losses being incurred due to non-levy of cess on exports 
made from the Mormugao Port so that no further time is lost in ex- 

tending the Agricultural Produce Cess Act, 1940 to the Union Ter- 
ritory of Goa. Daman & Diu. Action Taken in this regard; may be 
intimated to the Committee within three months. 



RECOMMENDATIONS/OBSERVATIONS THAT HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Recommendations 

The Committee note thal of late it has been contended that item 
11A of CET covers only those petroleum products which are directly 
derived from refining of crude petroleum or shale. This reasoning 
appears to have been based on a judgement of the Gujarat High 
Court, which held in 1970 that lubricating oil which is the immediate 
result of refining crude petrolcum is dutiable under tariff item 11A. 
IT tlic oil is processed again and the resulting product had ceased to 
bc lubricating oil, s u c l ~  liroduct will not fall again under tariff item 
11A. 

Thc Committee fec.1 tl-lat this judgement does not appear to be 
relevant since mere processing of duty paid lubricating oil will in 
any case, no! render it liable to duty again. 

On the classification of Hvd~ogen gas produced in crude based 
j.ctroleum refineries. the tariff ?dvice issued on 18 July.  1975, was 
s u p e r d e d  another tnri? advice &sued bn 1 October 1980, and 
i t  was decided Illat Hydrogen gas ~roduced in refineries was liable 
to du ty  under tariff itern 11A. The word "derived" was then not 
interpreted as "directlv derived" but as capable of spanning any 
numbvr of stages of refinement. In the advice dated 1 October 1980. 
the scope of the espiession .'derived from crude petroleum or shale" 
occurring in tariff item 11A, was explained as meaning that the pro- 
ducts from refining of crude petroleum or  shale are often treated 
further or subjected to flrrthcr manufacturing processes subsequent 
to their derivation from the refining of crude to make them 'market- 
able'. The Committee are therefore. of the view that the term 
"derived" in the case of petroleum products can cover any number 
of stages or refinement and that intention of the legislature, which 
appears to bc that the word "derived" covers the chain of deriv 1- 
tives, should not be left undefined in the tariff item. 



The Committee further note that greases can by no means be 
considered to be directly or immediately derived by refining of 
petroleum. Labricating oils and grease are often obtained by the 
blending of mineral oil (therefore not a product directly or imme- 
diatdv derived). The use of the words "including lubricating oil, 
greases and waxes" occurring in tariff item 11A has the effect of 
enlarging the tariff iten) to include the lubricating oils and grease 
prepared elsewhere than in a refinery. The Committee therefore, 
feel that the Ministry's contention that sulphur should fall under 
item fj8 CET-"A11 other goods not elsewhere specified" need to be 
recon~iled with the inclusion of non-directly derived item like greases 
under tariff item 11.4, by express inclusion of such items therein. 

The Committee observe that in 1962 there was no tariff item 68. 
Therefore, item 11A was introduced to bring in all petroleum pro- 
ducts to dutv and ori$nallJr included the words "not elsewhere 
specified". The Committee feel that since residuary products now 
fall under Tariff 68, there does not appear to be any risk to revenue 
if items like lubricat'ng oils, g:csses and waxes are excluded from 
the itr?r;l 11A. and the rwrds "directly or immediately derived" sub- 
stituted for the word ",leri\red" so as to make this item more strict. 
Alreadv tariff item 11A covers "petroleum gas'' and 11B covered 
"blended oils and greaws". The Committee therefore feel that the . 
scope of 11.4 mav be reduccd and items like sulphur, greases etc. may 
be taken out of its P L I ~ V I F ? W  nnd placed under a separate tariff item 
or they can b: allowed to fall under residuary tariff item 68. The 
Comnlittee desire that the decision since long pending on the que-- 
tion of classification of s u l ~ h u r  derived from petroleum may be 
taken expeJltiocsly after obtaining legal opinion and examining the 
revenue im~lications invclvcci. 

The Committee fcel cmstrained to observe that till the issue was 
reported in Audit p a r ~ g x p h ,  neit5er the Board nor the Ministry had 
examined tt-e ilny!icalions arising out of the above mentioned ambi- 
guity in classification. It  is but expedient that audit objections 
involving substantial amount of revenue (Rs. 4.62 crores in this case) 
shouid receive urgent attention of the Government at higher levels. 
The Committee therefore recommend that the Board should devise 
a system to get information regarding audit objections which involve 



substantial antount of revenue for want of decision on classification 
and take action expeditiously for the removal of ambiguities in clas- 
sification so as to avoid similar audit objection. 

[S. No. 1 to 5, Paras 1.10 to 1.14 of 159th Report of PAC 
(7th Lbk Sabha)] 

Act ien Taken 

As the Committee is aware, the question of correct interpretation 
of the wordings "all products derived from refining of crude petro- 
leum or shale not e1sewtcr.c specified" appearing in the tariff item 
11A CET was a subject rmtter of examination by the Gujarat High 
Court. The relevant operat.ima1 part of the judgement interpreting 
the legal meaning of the wordings of item 11A CE,T is reproduced 
helow :- 

''Item 11A on its plain terms applies to goods which inter alic! 
satisfy the following description; 'all products derived 
frorn refining of crude petroleum or shale NOS. The pro- 
cessed oil, would. therefore, be subject to liability to ex- 
cise duty nnder item 31A only if can be said to be a pro- 
duct derived from refining of crude petroleum not speci- 
fied in any of the items of the first schedule. Now, mine- 
ral oil vrhich is used as base oil would certainly be a pro- 
duct derived from refining of crude petrolwm but the 
processed oil would not he included in s x h  description. 
It is not derived from processing of mineral oil which in 
its turn derived from refining of crude petroleum. Mere- 
ly because a product has its ingredient of a product derived 
froin crude pctrclcum, it can not itself be said to be a pro- 
duct derived from re5ning of crude petroleum. A product 
to be excisable under item 11A must be the immediate 
resudt of refining of crude petroleum. Refining means 
purifying, rernoring impurities or gross matters. The 
product derived from refining of crude petrole~!m would 
be covered by item 11A but if a different commodity is 
produced or lnndr by subjecting the 'product derived from 
refining of crude petroleum' to a process it*would not fall 
within the plain language of item 11A." 

Sulphur i: recovered from hydrogen sulphide gas bv treating 
this gas chemically in a second stage operation after the refining of 
crude petroleum is over, and is, therefore, not an immediate result 
of refining of crude petroleum. The aforesaid court's judgement 
clearly lays down the principles of interpretation of the wordings 



of tarifl item 11A and thc same is correctly applicable for determin- 
ing correct classification of sulphur under Central Excise Tariff. 
The item sulphur being a product obtained from hydrogen sulphide 
gas wliich is also a marketable commodity, cannot be considered to 
fall within the ambit of item 11A CET in view of the aforesaid 
court's pronc~uncernent. The said judgement of the Gujarat High 
Court was acccpted by the department on the basis of Law Minis- 
try's advice in 1971 to tile effect that "the judgement is correct and 
may 'Je accepted". 

The Ministry of C!-wnicals and Fert,ilizcrs, the concerned admi- 
nistrative ministry on sulpl~ur had also opined that sulphur recovery 
is not a part of petrole11111 refining operation and that there are many 
refineries where sulphur is wasted and not recovered and further 
that the sulphur obtained in an oil refinery cannot be treated as 
derived from crude oil. The Ministry of Law, on the other hand, 
had ooined that according to tariff item 11A, even a bye-product 
derived from refining of crude petroleum will come within its ambit 
and "le!.d the view that ail products derived from refining of crude 
oil etc. should be given a wide meaning so that any product for 
which the source is refining of crude petroleum will be covered bv 
the tarjff item 11A. 

Having regard to the aforesaid divergence of opinion. the Board 
recently wvnt icto the mtire  question of classification of sulphur 
afresh and nbserved tiiat sulphur is actually obtained from hydrogen 
sulphlde gas ky treatin: the said gas chemically and not during the 
course of refinin2 of i.sude petroleum. Thc Board, observed that 
Law Ministry's subsequent opinion was not consistent w;th the plni11 
meaning of the words appearing in the tariff item 11A with refer- 
ence to  actud stages of operation which leads to  recovery of sulphur. 
The Eoard, therefore, took tht. view that any opinion either of the 
audit or of the Law NIinistry now. contrary to the said interpreta- 
tion as to th? sco:w of item 11A as pronounced by the His\ Court of 
Gujarat was neither justiFiaElc. nor acceptable. The Board, accord- 
ingly. concluded that mlphur. obtained from hydrogen sulphide gas 
which in its turn is a produrt from the refining of crude petroleum, 
is appropriately classifiable under item 68 CET. The Cornmittre 
may, therefore. like to agree with the department that s v l ~ h u r  so 
obtained is correctly classifiable under item 68 CET. 

The comrr,ittee's recommendations in respect of para 1 . I3  regard- 
ing restructuring of the tariff item have heen noted and s~it,?l..le 
action would be taken at an appropriate time. The recommends- 
tionr of the Committee in para 1.14 have also bec.: noted and suit- 



able instructions to all Collectors and Customs and Central JJxcbe 
are  being issued to report such CRAD objections involving substan- 
tial amount of revenue on account of classification disputes, to the 
Board with a view to resolving the issue expeditiously. 
Wni s t ry  of Finance (Deptt. of Revenue) O.M. F. No. 521i1184-Cus 

(T.U.) Dt. 29-8-841 

The Committee find that there are clear instructions in the depart- 
mental Appraising 'Manual which provide for inclusion of the element 
.of departmental charges in the value for the purpose of levy of 
Customs duty. Audit had pointed out to the department that from 
1st March, 1969, the element of departmental charges had not been 
included in the assessable value in respect of the Bills of Entry, 
covering the import of urea by Food Corporation of India. In respect 
of landing charges the revised enhanced landing charges effective 
from 1st May 1972, had not been included in the value for purposes 
oi levy of Customs duty and consequently Customs duty was levied 
short on this account also. The Committee cannot therefore but con- 
clude that there was a failure on the part of the lower formation &., 
Customs Houses in complying with the directions issued by the Board. 

[S. No. &Para 2.10 of 159th Report of PAC (7th LS)] 
Action Taken 

The observations of the Public Accounts Committee have been 
brought to the notice of all Collectors of Customs. Collectors have 
reported that copies of circulars, standing orders and instructions 
issued from time to time are being made available to the assessing 
officers as well as the Internal Audit Department and that there is no 
institutional failure in this regard. However, instructions have again 
been issued impressing upon the Collectors to review the existing 
system and &ify the deficiencies, if any. 

[MI0 Finance (Deptt. of Revenue) 0.M. 3'. NO. 51216183-Cus VI 
Dated 18-8-841 

Recommendation 

The Committee understand that Board had issued instructions as 
early as 1%8 that .stevedoring charges should be included in the value 
for purposes of levy of Customs duty where such charges had actually 
been incurred. However, the stevedoring charges relating to goods 
lrept in bonded warehouse had not been declared in the Bond Bills of 
Entry till the mistake was pointed out by Audit in June, 1979. The 



Internal Audit Wing also failed to point out the non-inclusion 
stevedoring charges in the value arrived at for purposes of levy of 
Customs duty. 

The Committee are surprised to note that neither the Assessing 
of3cers nor the Internal Audit seem to have been aware of the exist- 
ence of Board's instructions about inclusion of departmental charges 
and stevedoring charges in the deterrnhation of value for purposes 
of levy of duty. This leads the Committee to conclude that checks 
exercised by internal audit are only meclianical perfunctory and no 
effort is made by them to keep track of Board's instructions, This is 
all the more distressing as the Committee finds that similar mistakes 
regarding non-inclusion of departmental charges and stevedoring 
charges in the value of imported goods were also pointed out earlier 
in paragraphs 7(;i) of Audit Report for the year 1973-74, and 
paragraph 15 (ii) of Audit Report for the year 1977-78. Besides, 
the Committee had also made recommenriatinvs in para 1.7 of their 
110th Report (Fourth Lok Sabha) and paws 3.20 to 3 25 of their 44th 
Report (Seventh Lok Sabha) for improving the efficiency of Internal 
Audit, which failed to detect a large number of simple mist?kes. Tile 
Committee would, therefore, like to be apprised of the xtion taken 
in this behalf and also of the steps being taken in customs house and 
other field offices to make available the guard file;: of dan-l'ng orde- 
and instructions to internal audit staff to enable them to keep abreast 
of the latest position on varied subjects. 

[S. No. 7-Para 2.11 of 159th Report of PAC (7th LS)] 

&tion Taken 

The observations of the Public Accounts Committee have been 
brought to the notice of all Collectors of Customs. Collectors have 
reported that copies of circulars, standing orders and instructions 
issued from time to time are being made avaliable to the assessing 
officers as well as the Internal Audit Department and that there is no 
institutional failure in this regard. However, imtruct'ons have amin 
been issued impressing upon the Collectors to review the existing 
system and rectify the deficiencies, if any. A copy of the instructions 
issued in this regard is enclosed. 

m l o  Finance (Deptt. of Revenue 0. M. F. No. 51 216! 83-Cus. VI 
Date 18-8-84) 1 



F. No. 512(6I83-Cus. VI 
Government 'of India 
Ministry of Finance 

(Department of Revenue) 

New Delhi, February 5, 1984 

From. Shri A. D Nagpaul, 

Director (Customs) 

To All Collectors of customs at 
Bombay [Calcutta IMadrasICochin jRajkot; 

(2) Additional Collectors of Customs at 
Visakhapatnam/Goa; 

(3) Deputy Collectors of Customs at 
Kandla/Mangalore. 

'L.'* 

7 
Sub:--Action Taken Note on the recommendations contain- 

ed in Para 2.11 of the 159th Report of the PAC (7th 
Lok Sabha). 

Sirs 

Please refer to the Ministry's letter No. 51216/83-Cus. VI dated 
16th July 1983 on the above subject enclosing an extract of Para 2.11 
of the 159th Report of the Public Accounts Committee (7th Lok 
Sabha). It may be recalled that the Public Accounts Committee in the 
aforesaid Para (extracts enclosed for ready referencej expressed 
concern over the failure of the assessing officers as well as the Inter- 
nal Audit Department in the matter of inclusion of stevedoring char- 
ges in the determination value for purposes of levy of duty. The Com- 
mittee also observed that in spite of the fact that similar mistakes 
had been pointed out in earlier Reports and Recommendations made 
for improving the efiiciency of Internal Audit Department, they had 
failed to prevent the kecurrence of such mistakes. 

2 Reports received from the Collectors reveal that while copies of 
Circulars, standing instructions and instructions issued from time to 

- time are being made available to the assessing officers as well as the 
Internal Audit Department, and there is no institutianal failure in 



this regard, there is still scope for improvement. Board desires that 
the system of circulation of standing orders and instructions and main- 
tenance of Guard Files should be carefully reviewed and any defi- 
ciencies noticed in the system rectified. It should be remembered that 
the. Internal Audit Department is the guardian of the Government 
rwenue and is acting as the second line of defence. Having regarc! 
to the important role played by the Internal Audit Department, it 
may be elnsured that m~tniu the general administrative constraints as 
far as possible senior and experienced officers are posted to improve 
the efficiency of this Department. 

Encl : as above 

Yours faithfully, 
(Sd.) 

(A. D. NAGPILUZ.) 

The Committee understand that the absence of uniformity in pro- 
cedure in regard to air shipping bills was brought to the notice of 
Government as early as 1974 but nothing was done till the draft 
Audit paragraph was sent by Audit in October, 1981 with the result. 
that divergent practices regarding the date of or determining the rate 
of export duty and tariff valuation continue to be allowed in differ- 
ent Customs Houses. The Committee, therefore, re-ornmend that the 
Ministry should issue clear cut instructions to the field formations so 
that the distinction in application of Section 16 to sea shipping bills 
and air shipping b;lls is promrly understood by the Customs Officers 
in the field and there is unihnnity of practice in this behalf in all the 
Customs Houses. 

[S. No. 8-Para 3.5 of 159th Report of Public Accounts Committee 
(7th 1.3) I 

Action Taken 

The Ministry has since issued instructions to the field formation 
to uniformly adopt the date of presmtation of the shipping bill for 
settlement of drawback claims for exports by air, (copy of these ins- 
tructions is enclosed). Out of total amount of Rs. 1,04,656.00, a sum 
of Rs. 62,813.96 has already been recovered. Balance amount is under 
process of recovery. 

[Min. of Finance (Department of Revenue) O.M. F. KO. 
6031 241 WDBK, dated 30-12-831. 



DRAWBACK 
. . . Circular No. 39. 

F. No. 603(21CZDBK 
Governmerit of India 
Ministry of Finance 

(Department of Revenue) 
New Delhi, 't!ie 25th August, 1982. 

R. Vishwannthan, 
Dircctor (Drarhack) . 

20 
A!.! Collectors of Customs, 
A11 Collectors of Central Excisc. 

Sir, 
SUBJWT: Crucial clate for determination of rat0 amio~nt of drawback 

under the Customs & Cen.tra! Excise (Duties) drawback 
Rules, 1971- 

I am directed to say that during the course of Audit of the s h i p  
ping ;>ills pertaining to exports by air, i t  was found that in some 
customs formations the crucial date for determination of the ratel 
amoum of drawback was heing taken as the date of actual shipment 
and not the date of presentation of the shipping bill. Under Section 
16 of the Ci~stoms Act, 1962 read with the Customs and Central Ex- 
cise (Duties) Drawback Rules, 1971, the crucial date for determining 
the ratejamount of drawback in regard to exports by air will be the 
date of presentatifon of the shipping bill. 

As there was no uniformity of practice in this regard, Board 
desires that all the Customs formations shall uniformly adopt the 
date of presrntation of the shipping bill for settlement of drawback 
claims for exports by air. This may $ease be brought to the notice 
of all concerned. 

The reciep? of this Jctter may kindly be acknowledged. 
Yours faithfully, 

I 

Sd/- 
(K. VISHWANATHAN) 

Director (Drawback). 

Recommendat ion 

Tile Committee find that the excess payment in the first case in 
audit pardpaph 1.09(c) mzs made due to failure on the past of the 
Excise Officer, who had prepared the A.R.-4 Form, to indicate tfiat 
duty had not been levied. It was also due to dereliction of duty on 

I the part of the Customs Officer admitting the drawback claim, who 



failed to notice the AR-4 or A.R.4.A form attached to the claim 
which clearly showed that the claim was ineligible. More than the 
defect in the system which the Ministry had since sought to rectify, 
there was clearly negligeme on the part of the Customs Officer 
which led to the excess payment of Rs. 77,3461- in this case. The 
Committee would like to be informed of the action taken to safe- ' 

guard against such negligence in dealing with drawback claims in 
future. 

[S. No. Wars 4.20 of 159th Report of PAC (7th L.S.) J 

Action Taken 

Detailed instructions dated the 5th October, 1982 (Copy enclos- 
ed) have since been issued to Customs ,and Central Excise field for- 
mations. It would be seen therefmm that the procedural drill 
prescrilled leaves no scope for recurrence of the lapse of the type 
pointed out by the committee. However, as a measure of abundant 
precaution, supplementary instruction dated 6-8-83 h3vc also beell 
issued (copy enclosed). 

2. Excess payment of drawback in the instant case. 15-hich was 
obvioasly made through oversight, has since been recovered from 
the exporter. In addition, suitable personal penalty on the firm 
in question has also heen imposed by the Collector. The firm has 
phid the pecalty under protest. Concerned ohicers haye also been 
warned to be careful in future. Since this appears to be a case of 
bonafide human error and further instructions h a w  been issued to 
tighten up the procedural system, the institutiona!lsed xrangemc.nts, 
as amended. are now considered adequate. 

lMinistry of Finance (Deptt. of Revenue) O.M. F. No. 603124!82- 
DBK dated 30-1 2-1 98.7 1 

I.'. NO. E03/1 82-DBK 
Gnvernment of India 
Ministry of Finance 

(Deportment of Revenue ) 
(Drawback Directorate) 

New Delhi. dated the 6th August. 1983. 
Z. B. Nagarkar 

From 
Deputy Secretary (Drawback). 

, 6 

To 
All Collectors of ~u&oms.  
All Coliectors of Central Excise. 



17 
S w w :  A.R. 4IA.R.-4A for duty drawback purposes-- 
Erroneous pagment of a~awback-lnstructwns reg. 

Sir, 
I am directed to say thq: the Public Accounts Committee have 

observed vide pala No. 4.20 of tile 139th Report (Seventh Lok Sabha) 
relating to the Audit Para No. 1.09(c) that negligence on the part of 
both the Custorns & Central Excise Officers who were associated 
with the scrutiny of the claim and endorsement on relative A.R. 4 
respectively, has resulted in excess payment of over Rs. 77,0001-. 3% 
tracts of committee's observations have been reproduced below: 

"The Committee find that the excess payment in the first case 
In audit paragraph l.W(c) was made due to  failure on 
the part of Ihe Excise OBcer, who had prepared the AR. 
4 form, to indicate tEat duty had not been levied. I t  was 
also due to dereliction of duty on the part of the Customs 
mccr admitting the drawback claim, who failed to notice 
the A.B. 4 or -4.R. 4-A form attached to the claim which 
claim showed thet the claim was ineligible. More t-han 
the defect in the system which the Ministry has since 
sought to rectify, there was clearly negligence on the part 
of the Customs Officer which led to the excess payment 
oT Rs. '77,046 in this case. The Committee wodd like to 
be informed of the action taken to safeguard against such 
negligence in dealing with drawback claims in future". 

2. In this connection, attention is invited to instructions contained 
in this Ministry's Circular No. 34i82-CX. 6 dated 5-10-1982 (Copy 
enclosed). The procedural drill prescribed thesein leaves no scope 
for tlic type of lapse pointed out 5y the Committee. What ought 
to be ensured. therefore, is scrupulous adjaerence to the said pro- 
cedural dril! by central escise staff while making relative endorse- 
ments on A.H. 4iA.R. 4-A forms coupled with careful scrutiny by the 
dcalilg hands in the Customs Houses while processing drawback 
claims. Obviously. the aforesaid escess payment is a result of total 
failurc. cn the part of individual officers and not the  system itself. 
However, it may be ensured that the aforesaid instructions dated 
5-In-1982 are ~trictl:~. complied with so as to eliminate risk to the 
-2overnment's revenue. =rice the submission of the final Action. 
Action Note lo the Committee on the said para is overdue, confirma- 
tion whpthcr or not the said instruction dated 5-10-1982 are being 
implemmted, may also be sent to the Ministry urgently. Difficulties 
encountered. if any, ]nay also be reported. 

3. Thc need for greater vigilence and devotion to duty may also 
I x  impressed upon all concerned. Negligence/lapse in this regard 
will be viewed seriously. 



18 
Kindly acknowledge recei~t. 

Yours faithfully, 

(Z. B. Nagarkar) 
Peputy Secretary (DBK). 

CIRCULAR NO. 34182-CX. G 
I?. NO. 224/8182-CX. 6 
Government of India 
Ministry of Finance 

Department of Revenue 
New h l h i ,  dated the 5th October, 1982 

All Collectors of Central Exrise. 
All Collectors of Customs. 

S u a ~ ~ c ~ : - C e n t r a l  Excise-Making available copy of A.R.4/A.R.4-A 
for duty drawback purpose and amendment to profomn.~ 
of fomn A. R. 4/4A. 

Sir, 

I am directed to say that it has been brought to the notice of 
the Board that there has been a failure in linking of the Central 
Excise and Customs documentation at the time of processing of draw- 
back claims. The Comntroller and Auditor General has, with refer- 
ence to Audit Para 1.09(c) (1980-81) also adversely commented upon 
on this lacuna and pointed out the possibility of irregularlexcess pay- 
ment of drawback. 

2. This issue has been examined in consultation with the Direc- 
tor of Inspection and the Director of Drawback and it has been derid- 
ed that the followinq orocedure should be observed to overcome tht: 
difficulties experienced at the time of processing of drawback claims. 

(i) An exporter should file an additional copy of the A. R. 4 '  
A.R. 4-A with the Range Superintendent for use in process- 
ing of drawback claims. 

(If) Remarks column in .the proforma A.R. 41A.R. 4-A 
should specifically indicate whether the facility of rru1.e 
56-A or 191-A or 191-B, of the Central Excise Rules, 1944, 
has%een availed of or not by the exporter.. 



3. In case of export under the Simplified Procedure the exporter 
should now submit 8fx copies of the application in for A.M. 4lA.R. 
4.A alongwitn tile oliginal copy of the gate pass in the proper form 
to the Superintendent in-charge of the Range. After n e c e s s q  veri- 
fication and endorsement on all copies of the A.R. 4/A. R. 4 A  the 
Superintendent of the Range will despatch triplicate copy of A.R.41 
AR. 4A, as the case may be to the Maritime Collector of the port/ 
airport, from where the goods are to be exported. Quintuplicate copy 
wi!l be retained by him for his record. Quadruplicate copy wiil bc 
retzrined bi? biln for ,enAin& t o  the Chief Axmnt;  Officer for post 
audit. The origi~~ai,  d u ~ l i c : ~ t c  and scxtuplicate copies will be rettun- 
ed alon,mith tbe oriqinal copy of the gate pass to the exporter. The 
cxporlc,~ must prcsent all the three copies of form A.R.41A.R.IA 
received by him from the Superintendent-in-charge of the Range a t  
source, together wit3 his s!lipping Bill and other documents at the 
Custom House. 

The Customs Officer superv'sing the shipment of 'the consigr.- 
ment will, after examination and shipment of the goods, certify thc 
effect of shipment by comvleting the certificates on items No. 2 and 
'3 on all the three copies of form A.R.41 A.R. 4A. After ccumpletion of 
the certificates on all the three copies of A.R.41A. R. 4 4  the Customs 

0 es- Officer will return the duplicate and sextuplicate copjes to th.. 
porter and the original copy will be personally collected by a repre- 
sentative of the Maritime Collector of Central Excise concerned. The 
exporter should then sign the certificate on item No. 4 of the d~ipli- 
cate 2nd ~exiuplicatc copic; of A.R. 4/A.E. 4A to the effect that 
the ~0oc"s have not been relanded. The sextuplicate copy of the -1.K'. 
4/A.R. 4A should be paqted to the duplicate copy of the shjppjr!ry bill 
and submitted by the exporter for processing of his drawback cl?im. 
quplicate copy of the A.R. 41A.R. 4A should be submitt" to  :!x> 
Maritime Collector. 

4. In case of export under the normal procedure where proof of 
export is admitted by the Assistant Collector-in-Charge of the factory, 
the exporter should now subm!t four copies of the application in form 
A.R. 4 along with other doculnents in the proper form to the Inspector 
of Central Excise (Sector Officer)-incharge of the factory. Afic; 
necessary verification and endorsement and after completing the es- 
port application in  for A. R. 4, the Sector Officer should hand over to 
the exporter the original, duplicate and quadruplicate copies of A.R. 4 
and forward the triplicate copy to the Assistant Collector-in-Charge 
of tlie Division. The exporter must present all the three copies of 
form A R. 4 received by him from the Sector Wcer-in-chargt, of 
the factory, together with his shipping bills and other documents, at 



the custom house. The Customs OfXcer supervising the shipment wiII 
after verification and examination of the goods, certify the fact of 
shipment by completing the certificates a t  items No. 2 and 3 on all 
the three copies of the form A. R. 4 and return the duplicate and 
quadruplicate copies to the exporter and forward the original cop31 of 
A. R. 4 to the Custom House for transmission to the Assistant Collect- 
or of Central Escise having ;urisdiction over the factom. The exporter 
should then present the duplicate copy of A. R. 4 to the Assistant 
Collector. The quadruplicate copy of A. R. 4 should be pasted to the 
duplicate copy of tile shippin2 bill and submitted bv him for proces- 
sing of his drawback claim to the Assistant Collector (Drawback) of 
the Custom House. 

5. As mentioned at para 2(ii) above, the exporter shall make a 
declaration in the rei-narks cdumn of A.E. 41A.R. 4A about the 
manufacturer availing himself of the facility of rule 561 lglA! 191R. 
This declaration should be checked and certified by the Range Super- 
~ntendent on all copies of A.R. 41A.R. 4A in case of esport :rnder 
the simplified procedure and by the Range Inspector in  case of er- 
port under the normal procedure. 

6. Necessary action t o  :imcnd l ? ~ e  Central Excise Rules in  order 
to give legal backing to the above instructions will be taken i n  tiie 

. . due course. 

Please acknowledge recipt of this letter 
Yours faithfully. 

(R. Sharma) 
Under Secretary 

Recommendation 

The Committee find that the recovery of esccss payment men- 
tioned in paragraph 1.09 (d) was initiated by the drawback depark- 
ment of the Sea Customs Wing by addressing the drawback Wing of 
Air Cargo Complex. Thereafter the question of rezovery was lost 
sight of the Sea Customs Wing because the prescribed procedure for 
recovery in such cases did not provide for reference back to the main 
drawback wing in the Sea Customs House after making the reaovery. 
Had such a procedure existed and followed, the non-recovery would 
hare come to notice hefore it was detected in statutory audit. Fur- 
ther! the drawback payment vouchers were sent directly to Internal 



Audit Wing who failed to detect this case. The Committee theredore 
recommend that suitable improvements may be made in the Customs 
and Ekcise orgallisation more in regard to book adjustments of pay- 
ments and refunds involving more than one Wing in the Customs 
and Excise departments as also in the frequency of the check of such 
adjustments by Internal Audit Wing. 

CS. No. 12 Para 4.23 of 159th Report of PAC (7th Lok Sabha] 

Action taken 

Necessary instructions have been issued to all the Collectors of 
Customs and Central Excise (Copy enclosed) so as to eliminate the 
chances of an error of the type, referred to by the Public Accounts 
Committee in the aforesaid Para. 

IM/O Finance (Deptt. crf Revenue) O.M.F. No. 603/24/83-DBK 
Dated 30-12-8.3)] 

F. NO. 603 / 10 181-DBK 
11nmedSnte 

Government of India 
Ministry of Finance 

Department of Revenue 
New Delhi, the 22 nd May, 1982. 

From 
The Dy. Secretary to the Govt. of India 

To 
All Collectors of Customs. 
All Collectors of Central Excise. 

S r ~ ~ ~ ~ c ~ : - - E x c e s s  pay,ment of drawbnck-Rccoz~eries thereoj 
-1ns~ructions regarding- 

Sir, 

I am directed to say that an instance has come to the 
notice of this Ministry where an excess payment of drawback mad2 
to the exporters was to be adjusted against their subsequent draw- 
back claims pending with a Custom House. While the amount of 
excess payment was shown as adjusted against the pending claims 
by making endorsements to this effect on the reverse of the Draw- 
back Pay Orders, the Drawback Payment Orders were prepared for 
the full amount of the claims which were passed as such in the a'b- 
sence of the endorsement of adjustments of the excess payment on 



the face of the Pay Orders and payment of the full amount was made 
to the exporters wrongly, w h i ~ h  formed the subject matter of a n  
audiit objection. 

2. With a view to avoid such recurrences, i t  should be ensured 
that whenever such excess payments of drawback are noticed 'and. 
the adjustment of the amount of drawback paid in excess Is to be 
made against the pending c!aim.s of the exporters, endorsement of 
adjustment of excess payment should invariably be made in red ink 
on the face of the ~ m w h a c k  Pay Order and net amount of drawback 
payable after due adjustment should be drawn and authenticated 
by the Assistant Collector. After adjustment of the payment (8) 

full particulars should be recorded in the relevant file as well as in 
the 'Demand Register'/ProvisionaI Payment Register' maintained by 
the Customs Houses. 

The Receipt of this communication may please be acknowledger:. 

Yours faithfullv. 

(G. R. Sharm~l 
Deputy Secretary to the Government of India 

F. NO. 603/4/83-DBK 
Immedia~ (. 

Government of India 
Ministry of Finance 

(Dzpz! trnent of Revenue) 
New Delhi, the 23rd July, 1983 

From 
The Director (Drawback) 

All Collectors of Customs. 
All Collectors of Central Excise. 

SUBJECT: -Excess payment of drawback-Recoveries tJaere- 
. of-Instructions regarding- 

Sir, 

Further to this M,inistryYs letter F. No. 603/10/81-DBK 
dated the 22nd May, 1382 on the above subject I am directed to brinq 



to your notice the findings of the Public Accounts Committee record- 
ed in Para No. 4.23 of the 159th Report (7th Lok Sabha) relating to 
Audit Para No. 1.09 (d). -- which are as under:- 

"The Committee find that the recovery of excess payment 
mentioned in paragraph 1.09 (d) was initiated by the drawback 
department of the Sea Customs Wing by addressing the drawback 
Wing of Air Cargo Complex. Thereafter the question of recovery 
was lost sight of the Sea Customs Wing because of prescribed proce- 
dure for recovery in such cases did not provide for referonce back to 
the main drawback wing in the Sea Custom House after making the 
recovery. Had such a prozedure existed and follows, the non-re- 
covery would have come to notice before it  was detected in statutory 
audit. Further, the drawback payment vouchers were sent directiy 
to Internal Audit Wing who fa:led to detect this case. The Com- 
mittee therefore recommend that suitable improvements may be 
made in the Customs and Esi.ice o rqmi~a tbn  more in regard to book 
adjustments of payments and refunds involving more than one Wing 
in the Customs and Excise departments as also 'n the frequency of 
the check of such adjustments by Internal Audit Wing." 

2. In view of the above, you are requested to issue neces- 
sary instructions to the lower formations so that there should be no 
scope for any error of the type, referred to by the Committee. A 
copy of the instructions issued in the matter may also be forwarded 
to the Ministry for information. 

The reccipt cif this communication may please be acknowledged. 
Yours faithfully, 

Sd/- 
(G. R. SHARMA) 

Director (Drawback) 
Recommendation 

The Committee recommend that the Ministry of Finance should 
issue necessary instructions to all their field formations that wherever 
they come across cases involving non-levy of tax, duty, cess etc., 
which point? towards administrative 'de?isions taken long ago and the 
reason for which are not readily available, the same should forthwith 
be brought to the notioe of the Board. The Board should thereafter 
qscertain the reasons and take a fresh decision on the basis of the 
available acts so that the further loss of revenue is avoided wlthovt 
delay. 

IS. No. 15, Para 5.12 of 159th Report of Public Accounts 
Committee (7th Lok Sabha)] 



Action taken 

The recommendation of the Committee has been noted and neces- 
sary instructions in this regard have been issued to the fleld fonna- 
tions. 

p/O Finance (Deptt. of Revenue) O.M.F. No. 467/14/83-Cus. V 
Dated 28-3-84]. 



RECOMMENDATIONSlOBSERVATIONS WHICH THE COMMIT- 
TEE DO NO DESIRE TO PURSUE IN VIEW OF TFIE REPLIES 

OF GOVE,RNMENT 

Recommendation 

The Committee find that under the exemption orders issued to 
the six importers the goods imported durkg the year 1980-81 includ- 
ed Rinting and Writing Paper, Raw Rubber, R. B. D. Paim Oil, 
Sugar, Steel Sheets and Plates, H.R./C.R. Coils, Napthalene, A h -  
miniurr:~ Ingots and rods, Caustic Soda, Aeroplane engines, 2nd 
mobile gas turbine generating units. The import of the items without 
payment of duty was considered to be in the public interest at the 
relevant point o.f time when the exem.ption orders were issued. Tnc 
landed cost of the im~orted items and the domestic price of same 
items available ;ndigenously were compared in order to determine the 
public interest wherever the landed price was higher than the domes- 
tic price. Cases were made out for grant of duty exemption on im- 
ported materials as otherwise there would have been a cost push efiect 
on the domestic economy. The Committee, however, regret to find 
that alter grant of duty exemption, no efforts wPre made by the 
Ministry of Finance to see whether the international prices of import- 
ed items like steel etc. continued to remain higher than the domestic 
price and the whole of the dutv was needed to be foregone over the 
entire period of 3 to 4 years when the imports were made. 

[S. No. 17-Para 6.7 of 159th R.eport of P.A.C. (7th Lok ~ b h a ) ]  

Action taken 

Customs duty exemptions in such cases are granted in consulta- 
tion with the administrative Ministries dealing with the goods in quea- 
tion. Data like demand-supply position, domestic and internationd 
prices etc. supplied by them are relied upon to ascertain the extent of 
duty exemption required in each case and also to sat'sfy th require- 
ments of section 25(2) of the Customs Act. The administrative 
Minstry dbes keep the changes in such data, if any, under watch 



during the period of such exemption and request the Ministry of 
Financa to revise the extent of exemption, if necessary. Ministry oi  
Finance! is not, therefore, required to monitor such facts. 

[M/O Finance (Dcptt. of Revenue) O.M.F. No. 389/11/83-Cus. I 
Dated 24-3-84] 

Recommendation 

The Coixmittee 5nd that the exemption from duty under section 
25F3) of the lCuztonls L z t ,  lY3. nrr.s grsntxl in t'lc ytar  1979 and May. 
1980 for import of Steel. But even after a period of 14 vears, the 
a-lual imports in question did not fully take place. This clearly 
~ l l o r v s  that the fulfilment of the objective underlyiq the exemption 
was not ascertained by the Minictry of Finance by reference to the 
adm'nistrative Ministry concerned. Therefore, the question whether 
public interest was in fact, served in this case is not within the 
knowledge of the Ministry of Finance. The Co.mmittee feel that the 
grant of exemption without imposit;on of any conditions in regard to 
thc import of the goods during specified periods and the prices a t  
which the same should be made available to the consumer in India 
can hardly satisfy the requircments of Section 25 of the Customs Act. 

[S. No. l&P.ara 6.8 of 159th Report of P.A.C. (7th Lolr Sabha)] 

Action taken 

Ad ho- exempt'ons from customs duty always granted after satis- 
fying the conditions stipulated under section 25(2) of the Customs 
Act. The details supplied bv the Administrative Ministry is relied 
upon for this purpose. If the situat'on of shortage necessitating the 
imports underwent a change, it would .be for the Administrative 
Ministry to report the facts to the Ministry of Finance for considering 
the withdrawal of such exemptions. The ad hoc exempt'on orders, 
which are now being issued, are time bound and if imports are not 
made within that period, the request for extension is considered as a 
fresh case and the necessity for the exemption is examined agaiu. 

[M/O Finmce (Ikpt t .  of Revenue) O.M.F. No. 369/11/83-Cus. 1: 
D3ated 24-3-54] 

Recommendation 

The Committee would like the Ministry of Finance to obtain from 
the concerned administrative departments information on the public 
interest cerved by the grant, of exemption from duty in respe" of the 
imports referred to and to quantify the public interest that would 



hcve suffered had the duty not been exempted in theae &- The 
Cmnlrrittee pllo desire the kinistry of F'inance to revim the ayBtsm 
of granting duty exemption to public sector units and be essoclated 
with the administrative Ministry on follow up to ascertain as to  how 
public interest gets served after the import actually takes place. 
Where it may not be possible for the Ministry of Fhance to  be so 

. associated the Committee would recommend that exemption from 
duty may not be allowed. v 

[S. No. 19 - Para 6.9 of 159th Report of P.A.C. (7th h k  Sabha)] 

Action taken 

The administrative Ministries have been addressed in this regard. 
Copies of replies received from Department of Industrial Develop- 
ment (Ministry of Industry) and Department of Mines (Ministry of 
Steel 8.z Mines) are enclosed at annexure I and 11. Replies from other 
Ministries are awaited. They have been advised to send their com- 
ments directly to Lok Sabha Secretariat. 

In case of exenlptions granted in respect of goods imported by 
public sector units of the type referred to, the Administrative Minis- 
t ry would have to ensure that the object of the exemption is fulfilled. 
Assocjating the Ministry of Finance may only be a duplication of 
efforts. 

[M/o Finance (Deptt. of Revenue) O.M.F. No. 369111183-Cus. I 
Dated 24-3-84] 

Recommendation 

The Committee would like to  know whether instead of grant of 
exemption from duty, it would be feasible for the concerned admii?is- 
trative Ministrjl to grant subsidy to the public sector units on imports 
made by them after ascertaining the extent to which public interest 
would be served in the light of the pricing policies of the concerned 
administrative Ministry. The extent to which such subsidy is justi- 
fied and actually passed on to consumer ascertained and payment of 
subsidy made from within the grant of that Ministry when voted by 
Parliament. 

[S. No. 20 - para 6.101 of 159th Report of P.A.C. (7th Lok Sabha)] 

Action. taken 

The administrative Ministries were asked to send tlieii comments 
in this regard. Replies. received from Department of Industrial 



[M/o Finance (Deptt: of ,Revenue) OM. No. 3Wll1"/83-Cus. I 
Dated 243-84] 

No. 1 f56/85-Met. I 
Most Immediute 

PAC Matter 
GOVERNMENT OF INDIA 

MINISTRY OF STEXL AND MINES 
(DEPARTMENT OF MINES) 

New Delhi, the 30th November, 1983. 

OFFICE MEMORANDUM 

SUBJECT: -Action taken by Government on the recommendution:i 
contained in the 159th Report of tke PAC. 

The undersigned is directed to refer to O.M. No. 1369/11/83-CUE. I, 
dated 30-7-1983 and. subsequent D.O. reminder of even number dated 
610-1983, from the Department of Revenue, on the above subject 
and to enclose a note containing the comments of the Department; 
of Mines in respect of paras 6.9 and 6.10 of 159th report of the PAC. 

2. This issues with the approval of Additional Secretary (Mi~es ) .  
sdl- 

(J. R. MUNIRAJULU) 
Under Secretary to the Govt. of India 

Tele. No. 387919, 

m 
The Department of Revenue 
(Shri N. Sasidharan - Under Secretar.~), 
North Block, - 

New mi. 
SUBJECT: Action taken by Government on the recommendations con- 

tained in paragTaphs 6.9 and 6.10 of 159th Report of the 
P A C  

"6.9 The Committk would like the Minidry of Finmce to d t a l n  
k m  the concerned administrat;.ve departments information on the 



public interest served by the @ant of e~ ,qq t i q*~ f r : oq  duty iq r q c t  
of the imports r6ferred to and t d  cLu~.ifYv tFp, Ryblic" ip~h 
would have suffered had the duty not been exempteain, t&y 
The Committee also desire the ~ i n i s & y  of Finance, to qviw the S ~ F -  
tem of panting'duty' exemption to public sector units qid & a k -  
ciated with the administrative Ministry on follow up to ascertain as 
to how public interest gets served after the import actually talus 
place. Where it may not be possible for the Ministry of Finance td 
be so associated the Committee would recommend that exemptj~n 
from duty may not be allowed. 

6.10 The Committee would like to know whether instead of 
grant of exemption from duty. it would be feasible for the concern- 
ed administrative Ministry to grant subsidy to the public sector units 
on imports made by them after ascertaining the extent to which 
public interest would be served in the light of the pricing policies of 
the concerned administrative Ministry. The extent to which such' 
subsidy is justified and actually passed on to consumer ascertained. 
and payment of subsidy made from within the grants of that Minis- 
try when voted by Parliament. 

Reply: It has been the Government's policy, to make availa3le 
aluminium, whether indigenously produced or imported, to the con- 
sumers at a uniform price. Th's polir,y has been in-vogue sinre 4th 
October, 1979 and has been approved by the Cabinet from time to 
time. The indigenously ~roduced aluminium and the imported alu- 
minium are made available to the consumers at the same price by 
either (a) waiver of import duty and pooling of the price of the 
imported metal with that of indigenous metal inclusive of dwty or (b) 
by suitable adjustment of import duty depending on the price differ- 
ential. Prior to the revision of aluminium prices on 27th March, 
1981 the ex-factory price of indigenous aluminium inclusive of excise 
duty was lower than the CIF prices of imported metal. Hence import 
duty was fully waived and the prkes of both indigenous and import- 
ed metals were pooled. As a result of decline in the international 
price of aluminium as well as increase in the ex-factory price of 
indigenous metal with effect from 27th March, 1981. and again on 
3-12-1$81, the cost of imprted metal by MMTC including its service 
charges and import duty has become higher than the ex-factory price 
of inaig&ous metal plus excise duty. Hence the price of imported 
metal b.y suitable adjustment of import duty. Such an exemption 
is recommended to'the Ministry of Finance by the Depadment of 
Mines in respkct of each of the shipments arranged by the MMTC. 



30 
2. It m y  be pointed out that the prices of aluminium are control- 

led the Aluminium (Control) Order, 1970 issued under the &- 
sential Commodities Act. The sale price of imported metal, which is 
equal to ex-facpry price of indigenous metal plus excise duties, is 
notified by Government from time to time. The MMllYT is under 
statutory obligation to sell the metal at the notified price. M;MTC 
cannot hold back the duties waived by the Department of Revenue. 
Owing to inadequate power supply to the Aluminium smelters, indi- 
genous production of metal in the last few years has adversely been 
affected; in order to meet the shortfall in production, imports have 
been canalised through MMTC so that the consuming industries are 
not closed for want of raw material. Distribution of imported metal 
to the actual consumers is made by MMTC in accordance with the 
directions issued by the Department of Mines. In the absence of ex- 
emptions of duty, the price of imported metal will be too high and the 
actual users will not be in a position to use such imported metal. 
Hence in the interest of consumers exemption of duty on imported 
aluminium, as also control on price of indigenous metal, is essential. 
In this view of the matter, the exemption orders issued by the De- 
partment of Revenue serve an essential public purpose. 

3. Under the present scheme of price control, a producer is en- 
titled to a retention price based on his estimated cost of production 
and a return on net worth. The sale price is fixed at the weighted 
average of the retention prices of all the producers. The producer 
whose retention price is lower than the sale price, is required to pay 
the difference between the two prices into an Account called the 
Aluminium Regulation Account (ARA); and the producer whose re- 
tention price is higher than the sale pr'lce is entitled to get the differ- 
ence from the ARA. MMTC is obliged to sell imported metal at 
the notified price which is same as that of domestic metal. This is 
possible by fiscal adjustment i.e. duty waiver on shipment basis; the 
alternative of subsidy would involve difficulties as then the question 
-would arise as to who would pay the subsidy. ARA does not provide 
for this. The Public Accounts Committee had probably raised the 
question of subsidy because they want that before actually issuing 
the duty waiver the Government should make sure that the benefit 
of auty waiver is passed on to the consumers. The price control 
mechanism takes care of the benefit of duty waiver being passed on 
to the consumers and hence subsidy is not called for. It is felt that 
duty adjustment is a better device to serve these public ends, 



F. No. 12(18)/82Paper 
GOVERNMENT OF INDIA 
-MINISTRY OF WUSTRY 

D E P A R T M ~  OF INDUSTRIAL DEVELOPMENT 
NEW DELHI, the 20th December, 1983 

Su~~ecl:--Action taken note on the recomnnwtions contained in 
the 159th Rcrport of the P.A.C. 

The undersigned is directed to refer to O.M. No. 369/lI/N-Cus.1 
dated 30th July, 1983 of the Ministry of Finance, Department of Re- 
venue, on the above mentioned subject and to enc1ose.a note contain- 
ing the comments of the Ministry of Industry, Department of Indus- 
trial Development pertaining to imports of writing and printing paper 
on 6.9 & 6.10 of the 159th Report of the Public Accounts 
Committee. 

(Y. A. RAO) 
DEPUTY SECRZTARY TO THE GOVElRNMENT OF INDIA 

Ministry of Finance, 
Department of Revenue, 
Government of India, New Delhi. 
(Attention : Shri N. Sasidharan, Under Secretary). 

NOTE REGARDING ACTION TAKEN ON THE RECOMMENDA- 
TIONS COITI'AINED IN TEE 159TH REPORT OF THE PUBLIC 
ACCOUNTS COMMITTEE COMMENTS OF THE MINISTRY OF 
INDUSTRY ON THE IMPORTS OF WRITING AND PRINTING 

PAPER 

Para 6.9 

1. Between end 1978 and 1979 there was an acute scarcity of cul- 
tural varieties of paper for consumers such as pdnters and publishers, 
and private mills refused to supply paper against DGWD tenders. 
Printers, publishers and actual consumers requested Government to 
alleviate the situation by importing paper if necessary, and distribut- 
ing the same to them at fair prices. In fact the market prices of the 



. .* d 

eonamon varieties of .paper went w, rspeculative pr-, 
from about Rs. 80001-'$krA$dne to R.. llwj- par tonne, i n d u a  
an &disclosed amount 

I I .  

2. It is 'ih this wntext the Govt. d@ded to actively intervene in 
tha.domi& nirket%y augmenting supplies through import It was 
decided that initially SO,OM) eixm rff'p$per'would be imported dur- 
ing 197980 through State Trading Corporation and distributed thr- 
ough the 3epob of'Ule Hindustan Peper Corporation Ltd. (a Govt. 
of India undertaking) 'to actudl consumers. (During 80-8l,, another 
30,000 NT tyas permitted to -be importid, ihefeaiter ho ' f m e r  irn- 

took place). 

3. In ordctha t  he paper codd be distributed at fair prices "to 
actifail conkbiners, Ithe Unistry of Finance was requested to d 6 w  
atexhptidn of cus).oms duty. The avemge C & P price at Whit% the 
k-pbrted' paper was bought was in the region of Rs. 6315/- per MT. 
h e  customs duty applicable for imported white printing paper dur- 
ing the period 1979-February 1982 was 102.56 per cent as shown 
Mow: 

Period : 3979 to  Frbr~sry 1982 

R5. 

Landed cost . . . . . .  . roo .oo 

+counter.v iling duty i t r 5% 
(on Landed cost plus 75%duty) . . . . . 26.25 

.It wauld therefore appear thht'lf -cui;torns duty was not exempted 
the'hkbg ' p r ib  wodd have b&n in fhe rejgion of Rs. 12,8191- per 
tonne excluding other incidentallharlimihg costs, which would make 
the paper totally unsaleable. Even at the purchase price of Rs. 
8315)-, when other incidental costs were added, the average landing 
@fiw came to Rs.' 6051 1 - per 'NTr' as "shuwn'OWnin7 .hex-1. &of meting 
the administratfve' and disbibuh c& by HP% 'the Govt. had a- 
lowed a mark up of 7-112 @& cent,"which is'the usaal accepted tkade 
cumrriission'ln paper'EiYdwtry, therkby mhking the, average setting 
prSceths Rs. 7472/- per MT rmnded tor%. 7500/- per'm. b@drid:; 
it& " ~ s d ~ e M s ,  ' an the '$urchie w e e  at fareign 'ma~kets 'the" flhhl 
d i n g  prices were regulated between Rs. 75001- per Ml' and Rs. 
230% per MT. 



When the purchqe Wen pf Qqpw .I@+-& @,lywng mper 
come down the benefit was passed on to the  consumer^ by the Hin- 
dustan Paper Corporation by lowering the selling prices. 

4. In regud to distribution to actual coq,~+ss,, m, &-r 
advice of the Ministry of Industry registered the demand.,fpr ?tug 
consumers throughout the country and distributed the paper prorated 
to availability, through their net work of depots maintained and w& 
the country, Demands of a large number of market s e w  ware 
catered to, like printers, major publishers, text book manufacturep, 
public sector undertakings, Government presses etc. Some quanti- 
ties of paper were also released to small consumrs who could not 
buy paper in bulk from the HPC depots through registered stockists 
of HPC and a strict watch wa kept by the Hindustan Paper Cor- 
poration on the resale prices of such secondary sales such that the 
stockists did not profiteer. 

The results of such controlled imports and distribution of. at fair 
price were: 

(a) Actual consumers were supplied paper at fixed and .,fair 
prices throughout the country. 

(b) The speculative pressure in the market disapFared and 
the market prices of common varieties of writing and pent- 
ing paper came down from Rs. 11000]- per tonne to Rs. 
80001- per tonne. 

While it may be possible in respect of newsprint, to consider grant 
of subsidy to the canalising awncy, namely state Trading Cerpora- 
tion for supplies made to medium and small newspapers, it may not 
be entirelv feasible to follow the same procedure with regard to dis- 
tribution of cultural varieties of paper which is supplied to a 1-r 
markef and contains more than one s e p e n t  of actual users. !l%e 
paper as rolled is a commoditv and can not be sold to actual users un- 
less converted into sheets and made usable in small packets. There 
is, thelu:fare, a vhvsicai constraw on distributing paper to consumers 
from depots. In the p a w  Industry, sale through stockistsldealers 
has been accepted as a legitimate trade channel. 
.,In, dew .of abo~e.  -it is, not +dvis&le that the suhddy meant for 

!#e wnamqrs be passed to &e s h e ~ n d ~  .distdbutinq channel. nir. 
the trade, unless the semndarv sale2gce chprged bv the trade to 
actual rcoqquyers is cpntmlled and s t r i d 7  e m f 4  *ch 
P&Q$e.h there. is no price control in nrpet Oa d f$m 



Average CIF price . . . . . . .  . 6394 
. . . .  .Add r .5% commission on Cad? to STC 95 

Add Port charges . . . . . . . .  '35 

. . .  Glaring Agrncy charges (0.75% on ClF) 48 
Handling chrges . . . . . . . .  2 5  

Transportation to outstation by Rail from port of discl~argc . ~ o o  

Overland insu~lnce 116 wise per Rs. IOC+ on/M? pi ice i.r. 
Rq.7500) . . . . . . . .  12 

Voy~gc interest at 17% p r  annum on CIF v;,lr~e from dxtr of 
~ymentlySTCtoddtcofpaymentbyHPC . . 42 

Add 7.5% commission to HPC . . . .  . . 5" I ----- 
Average sale price . . . . . . . .  7472 say R s. 7qoc1l- -.--- - 

* 
Recommendation 

The Committee would like' the Ministry of Finance to obtain from 
the concerned administrative departments information on the public 
interest served by the grant of exemption from duty in respect of 
the imports referred to and to quantify the public interest that would 
hqve sufPered had the duty not been exempted in the cases. The 
Committee also desire the Ministry of Finance to review the system 
of granting duty exemption to public sector units and be associated 
with the administrative Ministry on follow up to ascertain as to how 
public interest gets served after the import actually takes place. 
Where it may not be possible for the Ministry of Finance to be as- 
sociated the Committee would recommend that exemption from duty 
may not be allowed. 

[Sl. No. 19, Para 6.9 of 159th Report of PAC (7th Lok Sabha)] 
Further Action taken 

In continuation to action taken note on para 6.9, copies of replies 
received from Department of Civil Supplies, Department of Power 
(Ministry of Energy) and Ministry of Chemicals & Fertilisgs are en- 
c 1 4  st Annexure I, I1 and 111. 

Inr/@Ffaance (iPeptt. of Revenue) O.M. No. 369/11/83-Cw. I 
Dated 3812-W3 



The  coxkit tee would like to know whether instead of grant of 
exemption from duty, it would be feasible for the concerned ad- 
ministrative Ministry to grant subsidy to the public sector unita on 
imports made .(by thqm after ascertaining the extent to which public. 
interest would be served in the light of the pricing policies of the 
concerned admiinstrative Ministry. The extent to which such sub- 
sidy is justified and actually passed on to consumer ascertained and 
payment of subsidy made from within the grant of that Ministry 
when voted by Parliament. 

LSI. No. 20, Par 6.10 of 159th Report of PAC (7th Lok Sabha)] 

Further Action taken 

In continuation to action taken note on para 6.10, copies of replies 
received from Department of Civil Supplies, Department of Power 
( ~ m i s t r ~  of Fnergy) and Ministry of Chemicals & Fertilisers are 
enclosed at Annexure I, I1 and 111. [M/o Finance (Deptt. of Reve- 
nue) O.M. No. 369,'11/83-CUS. I dt. 27-10-841, 

ANNEXURE I 

Copy of the letter from B. D. Gopala, Deputy ,Secretary, Department 
of Civil Supplies, D.0 No. 24/1/83-E,0W, dt. 24 April, 1984 addressed 
to Shri A. K. Chhabra, Deputy Secretary, Ministry of Finance (Deptt. 
of Revenue) hr. Delhi. 
Dear Shri Chhabra, 

Please refer to your Office Memorandum No. 369J11183-CUS, I, 
dated the 30th July, 1983 regarding recommendations contained in the 
159th Report of the Public ~ccounts  Committee. 

2. The comments of the Department of Civil Supplies in regard to 
para 6.9 and 6.10 of the Report are sent herewith. Finance Divi- 
sion of the Department has also seen them. 

With regards, 
Yours sincerely, =/- 

(B. D. GOPALA) 

6.9 Though the imports of edible oils by the STC started during 
the year 1rn63 far meeting the requirements of the vanaspathi in- 
dustry. the quantity of imparts was limited during the first ten 
years. It was only in January 1977 that the Government decided 
to import throu#h the SIfC large quantities of edible oils to bridge 



the gap between the total 4mamduSor .edible oils in the country 
and the quantities of edible oils available from indigenous sources. 
This %&uld .tk dtar-fmm the f&owing.statemmt:- 

Iudigcnour productim. Quantities of cdible 
d' edible Oils :oils-it~port~d &rblt$h 

t4e STC 
( i n  I:~k?l tonnes) (ir lakh tonnes) 

2. The imported edible oils have- been utilised for two purposes-- 
(a) for8 supply to "the vanaspati industry for anariufacture, of, vanas- 
pathi. md (b) for supp$ to Staksl,Union T & W s  for hue ,to 
household ~~s tbmugh-the public distribution system. kUoca- 
cations both for the manufacture of vanaspathi and for pMc &- 
tribution system are made by the Department of Civil Supplies every 
month. 

3. During the years 1977-?8,.nrixed policy for import of edible qils 
oome to be Thus from 18th January 1977, imports of RBD 
palm oil were placed under open general licence and this policy qn- 
tinued up to 20th September 1977. Thereafter on 2nd September 
1978 the import of RBD Palm oil was once again put on open gene- 
ral licence. fiom 2nd December 1978,. however, it was decided to 
canalise dl imports of edible .oils only through the STC and this po- 
licy has been continued till today. 3 

4. Rior to 16th July 1976 cushnsl duty on imported edible oils 
was as follows:- 

Norm 1 sources Prefemtiml sources 



!EeshrJWy,- m7; it' +ns 'dieePd6d to. iikibpt imports bikalm oil, ' 
I##&M&, :w&%&n ail &d-wuifl&Ver' "dil Edin d h m s  and--- 
uyedu~%W5tl'*tich, 3@9, W~tijxiis duty of i2'.5 per t&t & 
1- v~lio.i?&mp&ed. 'Hmmvkr,'fMia 17th 'March i919, it was b 
cided that imports of edible iiils tndde by the STC would be exempt 
from customs duty in excess of 5 per cent. WWe this exemption has 
cdfitinued till today, the rates of customs duty on edible oils importad 
by parties other than the STC have increased to 45 per cent in ,the 
case bf soyabean oil a ~ d  rapeseed oil and to 150 per cent in the case 
of $dm oil, w.e.f. 26.7.81. 

'5. The-allocation of imprted edible oils for maunfacture of vanas- 
pati was.gtaduatly stepped up from 10 per cent in 196647 to 50 per 
ceht in 1975.76 and to 95 per cent in 197980. It was brought down 
t6 70 per cent from 1.1.1981. In order to enable the vanaspati in- 
dulstty to meet the increased demand during the festival Yeason, the 
aba t ion  was again increased to 90 per cent during September-Odo- 
bar' 1981. It - was, however brought down agin to 70 per cent with 
ef&t from 1st November 1981. 

6. Apart firom such Zarge scale allocations to vanaspati industry, 
allocation of imported edible oils to StateslUnion Territories for 
Public Distribution System has also been increasing from year to 
W as wW1d be seen. from the following: - 

1(,ss-7? . . . . . gg,ooo' tomes 

rt$IdC81 . . 4,15,boo tonnes 

7. With the massive imports of edible oils through the STC since 
canallsatfon, the pressure on prices of indigenous oils has been re- 
dWed to a great efttent a d  it has dso ;been possible to maintain 
price of vanaeati at a reasomable level. With! these imports through 
the STC, it has became possible to operate a pttblic-DisMbtitbn Sys- 
tem far d b l e  oils on a flation Wilewale and'%hereby to make avail- 
able to' the common - a cooking m&um at reasona\3le prices thr- 
ough"the lfcehsed -&r p,rfce sh&j?s and c66ferative ou- . These 
impbrb have 1ed"tii @&ef &uetion .bf vanasdeti md itS easy a*- ' 

ability throughout tlie year in various parts 'bF. the' me. "It "Ohm 



also been ponible fm the vmafpti .industry to announce a voluntary 
restraint b U s e  of tbe policy of supply of edible oils by. the 

Government. Thus the immts and supplies of edible oil. have help 
ed vulnerable and weals& sections of the society to obtain an essen- 
tial cooking saedium at  a v q  cheap rate. 

8. In this connection, i t  may be pointed out that the prices at 
which imported edible oils are available to the final comumer range 
between Rs. 8.25 to Ra. 11.99 per kg. as against the m k e t  prim 
of approximately Rs. 13.00 to Rs. 171- per kg. and above. I t  is also 
important to note that the quantities of edible oils made available 
through the Public .Distribution System account for nearly 20 per 
cent of the total household consumption of edible oils. I t  will, there- 
fore, be observed that the policy of imported edible oils adopted by 
the Government has improved the position of availability of this 
essenlinl commodity to the common consumer. The signi- 
ficance of this will be better appreciated when it is noted that 
per capita availability of edible oils in India is less than 5 kg. per 
annun This is not only very meagre as compared to the per 
capita consumption of about 28 kgs. per annum in developed coun- 
tries but is lower than the per capita availability in many African and 
Asian economies. 

9. As regards exemptions £rom payment of customs duty on edible 
oils imported by the STC, it may be pointed out that STC is the 
largest single buyer of edible oils and its purchase policy greatly 
influences the international prices of these edible oils. The edible 
oils imported through the STC are supplied to vanaspati industry and 
to State/Union Territories at issue prices which are worked out on 
the basis of break-even-cost of these oils to the STC. If exemption 
from payment of customs dutv was not granted, then the landed cost 
of the imported oils would have been higher and it would not have 
been higher and it would not have been possible to supply imported 
edible oils to consumers through the Public Distribution System at 
prices ranging between Rs. 8.25 to Rs. 11.09 per kg. as mentioned above 
nor would it have been possible to have a voluntary price agreement 
with the vanaspati manufacturers. Even though the prices of indi- 
genous edible oih have increased during the last W o  years, the issue 
prices of imported edible oils both for vanaspati industry and for the 
public Distribution System have remained unchanged. SecondlJI. if 
the custom duty exemptions were not granted to the STC, the STC 
would not have been able to show dny surplus on its imported edible 
oil operations. These surplus are credited to the Central O o ~ m -  
ment, and are, therefore, available to the Government for tievelap- 
mentd and welfare activiities. 



10. The policy of the Central G;ovemment regarding imported edi- 
ble O& is, therefore, fully justified on socio-eroaolnic considerations. 

6.10 The Scheme of sale of imported rapeseed oil was initially in- 
troduced in the year 1977-78 with a view to popularise this oil among 
the general public. The oil was being released to the State Govern- 
ments with a subsidy of Rs. 1,0001- per tonne. Subsequently when 
iwo more imported edible oils viz. RED Palm Oil aiid ItBD Pd- 
molejn were introduced this subsidy was withdrawn and the price of 
imFortt?d edible oil was fixed from time to time taking into account 
various factors such as break even cost of the oil, prices of edible oil 
in the indigenous market etc. 

Recently the prices of edible oils have shown a rising trend whiie 
the Government is making all out efforts to check the prices of indi- 
genous edible oil. The matter came up for discussion in the meet- 
ing cf the secretary's Committee on prices. The Ccmn~ittee have 
suggested that tne prices of imported edible oil be fixed in relation to 
the support price of groundnct and mustard oil fixed by the Govern- 
ment. 

The edible oils being imported by the STC on Government ac- 
count are for supply to the vanaspati industry for manufacture of 
vanaspati and to the State Government's for distribution through 
FPS. This import of edible oil is exempted from custom duty over 
and above 5 per cent ad valorem. This exemption from custom duty 
has enabled thc Government to fulfil the main objectives of the 
edible oil policy viz:- 

- 
(i) To make imported edible oils available in sufficient quan- 

tities to the consumers through fair price shops and co- 
operative outlets under Public Distribution System. 

(ii) To keep the prices of indigenous edible oils at a reason- 
able level. 

(iv) To maintain the production of vanaspati 'by supplying 
certain quantities of imaorted edible oils to the vanaspati 
industry so as to ensure easy availahilitv of vanaspati to 
the consumers at reasonable prices throughout the year. 

If this exemption from custom duty is withdrawn and a normal 
duty of 150 per cent is levied the very objectives of the edible oil 
policy will be defeated. 



& m e  a Lrge gap between the p@ces,of ,iqm. #bl~:oil . g d  
t b r d i b b &  rin the indigenws r r ~ k e t  may lqid7 to 4<& & 

hp&a&edib39 &.is thc black-marketJ thcrekoreJ the Government is 
not in favour of reducing the prices of imported edible, oil by invdv- 
jng a93 eim8nt. ad suboidg,. 

It is true that the gitaot of subsidy instead of exemption from 
customs duty would serve the same-pupwe as the costing of issue 
prices of edible oils would rernaiq unafpected. But grmtiag exemp- 
tion from customs duty instead d public sector units claiming sub- 
sidy at a later stage which wold help the public sector units fram 
their cash flow point of view. It would, therefore, be mare advan- 
tageous if the policy of exemption from customs duty is continued 
instead of replacing it by an element of subsidy. 

ANNEXURE 11 
No. 2(5)/82-Thermal 

MINISTRY OF ENERGY 
DEPARTMENT OF POWER 

New Delhi, June 28, 1984 
Office Memorandum 

SUB: Action taken nQte on the recommendations containad in the 
159th Report of the PAC. 

The undersigned is directed to refer to M n i s q  of Finance (Depart- 
ment of Revenue) O.M. No, 36911 1 /83-CVS/ 1 dated 30-7-1983 on 
the above subject. The comments of Assam State Electricity Board 
on import of mobile gas turbins generating units have now been received. 
Since Assam State is lacking in facilities offered by broad gage  rail- 
ways, gas turbine sets above 30 MW capacity cannot be brought and 
installed in the State. Tk,e Board therefore, hzdd to procure smaller 
sets even though the cost orf generation with these sets was higher. 
Since gas turbine sets are not indigenously available, these had to be 
imported. The exemption from custom duty on these sets had been 
requested for in order to keep the cost of generation as low as possible. 
ahd was therefore, considered in public interest keeping iq view, parti- 
culady the low power generation and utilisationPin the north eastern 
region. 

Custom duty amounts to about 80% of the value of the imported 
equipment and it may be difficult for the Board, with its delicate ways 
and means position, to &range for a substantial outgo of cash on this 



mwant It & thnrefmq, srrlggwrteQ, t b f  ir, &i evW it is, & i W  to 
a ~ s c * t h k  aost .&.8itty rathtr tlm weq# it, 9 t b R . p i c q y d  for .q& 
ing an ad h.oc payment to the Board in advance to cover the a.ppTe 
x i m e  amount of duty may be considered. 

MI- 
(M. L. BATRA) 

Under Secretary to the Govt. of India. 

Ministry of Finance (Deptt. of Revenue) 
(Shri N. Sashidharan, Under Secretary) 
New Delhi. 

ANNEXURE 111 
No. 13(11)/82-Chem. 111 

G~~VERNMENT OF INDIA 

MINISTRY OF CHEMICALS & FERTILISERS 
New Delhi, the 24th August, 1964 

OFFICE MEMORANDUM 
SURJECT: Action taken note on the recommendations contained in 

the 159th Report of Public Accounts Committee (7th Lok 
Sabha) Paras '6.7 to 6.10. 

The undersigned is directed to refer to the Department of Reve- 
nue's O.M. No. 369/ l 1183-Cus. I dated 10-1 1-1984 on the above 
mentioned subject and to furnish the following comments in respect 
t* paragrzdphs 6.9 & 6.10 of the Report. 

2. Caustic Soda is a power. intensive industry in as much as 3,500 
KWH power is required for the production of one tonne of caustic 
soda. Due to fluctuating power availability situation in the country. 
there was shortfsjll in the production of caustic soda during the yem 
1978, 1979 & 1980. Import of caustic soda was the only way to 
bridge the gap between indigenous demand and production during 
these years. Government of India therefore decided to import caustic 
soda through the State Trading Corporation [then the State Chemicals 
& Pharmaceuticals Corporation of India (CPC)]. The import arranged 
through Government agency was in the: public interest in the sense that 
it eliminated intermediHes from the t.ransactbn. The imported mate- 
rial was distributed directly to Public Sector Undertakings, Govern- 
ment Departments, actual uwrs (Industrial), in Small Scale Sectors and 
DGTa Sector. 

3. The purpose of the import was to arrest ,the price sf camtic 
soda ,in the dmestic m h k t .  This is evident: from the fact thttt with 



arrival of imported material, the domatic marla price started d- 
ing, as would be seen from the prevailing market price given here- 
under: 

.-.-- 

Period Prevailing Market Price 
Rs. per MT. 

--.-. -.- -. 

, AugustlSeptember 1979 8000 
January (February, 1 980 6,500 
August, 1980 6,500 - 6,500 
December, 1980 -- - -- .. . -. --- -. . . - -- - - 5,000 - 5600 

4. It was decided that import of caustic soda through STC should 
be exempted from the payment of custom duty wholly or pmly so 
that the price CYI such imported caustic soda was at a level which could 
help in stabilising the price in the indigenous market at a reasonable 
level, apart from ensuring and availability, to public sector unitslsmall 
Scale Units. In this regard, ad hoc exemption order No. 172 dated 
8-11-1979 and No. 31 dated 13-6-1980 were issued. The order 
dated 8-11-1979 accorded exemption from payment of customs duty 
in respect of 15,000 metric tonnes of caustic soda imported by CPC. 
The ad hoc exemption order dated 13-6-1980 acorded exemption 
from Customs duty partially (1 5% ad valorem and normal auxiliary 
& CVD) in respect of import of 25,000 metric tonnes of caustic soda 
by CPC. CPC had imported 15,000 metric tonnes in JanuarylFeb- 
ruary, 1980 and 21,425 metric tonnes in December, 1980/January, 
1981. Totd reduction in customs revenue by way of setting off this 
duty on the import of caustic soda is of the order of Rs. 7.85 crores. 
Price of caustic soda was as high as Rs. 8,000 per metric tonne during 
August/September, 1979 whereas it came down to Rs. 5;000 in Dec- 
ember, 1980. The price of caustic soda was &-rested in subsequent 
years as a result of import of this item. The demands of caustic soda 
in 1980-81 and 1981-82 were of the order of 582,000 and 614,000 
metric tonnes respectively. Assuming as an annual demdnd of 
66,00,000 metric tomes and price difference of Rs. 3,000 metric 
tonne, the total amount escalation in the economy that was avoided 
as a result of import of this item would amount to Rs. 1 80 crores per 
yea. The reduction in revenue to the Government works out to 
4.4% of this total escalation only. 

5. Caustic soda is a basic input for a variety of consuming indus- 
tries like paper cotton. Textiles, Aluminium, Soap, Viscose Stablc 
Fibre and Viscose Rayon apsrt its innumerable use in chemical and 
Phannacmtical industries. Had this im@ not been arranged bv 
the Government, the price of caustic soda in the internal market would 
not only have been much higher but there would also be shortdge. An 



increase in the price crf Rs. 3,000 per metric tonnes of caustic soda 
would lead to increase in the following prices of some of the major 
in~portant caustic soda consuming items:- 
. . .  - -  

Itrms 

I . Paper News Print 
2 .  Viscose Stable Fihre 
3 . Cotton Textile 
4 .  Aluminium 
5 . Viscose rayon 
6 .  Soap 

- 
Increase of Price in the Finished 

Production Rs. MT. 

300 
2,040 
1 SO0 

600 
2.700 
300 

The increase in the prices of the finished products would have been 
more than those indicated &ovc as dift'erent products will attract 
prescribed rates of Excise Duty. Apart from this, there would have 
been an a11 round spiralling effect on the prices of all the down stream 
produc!~ consuming caustic soda and the above mentioned products 

6. SI'C imported two grades of cdustic soda i.e. sdlid and flakes 
in two phases. In the first phase 15.000 M T  of caustic soda was 
imported and the entire quantity was distributed to Public Sector 
Uidcrtakings and other Government O'rganisations while in the second 
phasc. STC's iwport wv:; for 21,425 MT and out of this 13,843 MT 
ax consumed by Public Sector and Government Organisations. Such 
organisations include Energy Sectors like GEB. UPSER. TNSEB. 
DVC; chemicals. pharn~aceutical and pesticides undertakings like 
HOC, RCF. HAL & HIL and large number of cooperative sector 
units. T w o  grades of caustic soda are t h u ~ .  consumed in a variety of 
products of national importance; solid varicty being used in the pro- 
duction of wide ranging chemicals, drugs. pesticides. aluminium and 
by cooperative sugar factories whereas flakes were mostly consunled 
in Energy Sectors. steel plant apart from its consumption in chemical. 
and pharmaceuticals industries. Since there are numerous uses of 
caustic soda and the major portion d imported quantity wen: 
to different Government Sectors & {large number crf small scale units. 
exemption of custonls duty in such a situation. served the puMic inter. 
est fully. 

7. So far as the present cdse is concerned. it wonld have been 
possible theoretically to grant suhsidv to the extent of the import duty 
concession, but such an arrangement would have created host of prac- 
tical problenis e.g. administrative measures like fixdtion. monitoring. 
concurrent reviewing of issue price etc. Thus. there would have been 



a longer time-lag between import and distribution of the imported stool 
if subsidy route was adopted in place of grant a[ concessional duty. 
Also, there would have been a blocking of capital on the part of STC 
the importing agency in this case, who is supposed to rotate its funds 
fast for canalized items of import. In such a situatic?. Government , 

would have to bear the interest burden on the blocked capital further. 

(G.  S. SANDHU) 
Director (Chemicals) 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE) 
SHRl N. SASHIDHARAN 
UNDER SECRETARY, - .  . . 
NORTH BLOCK, NEW DELHI. 

Recommendations 
6.9 The Committee would like the Ministry wi Finance to obtain 

from the concerned admi'nistrative departments information on the 
public interest served by the grant of exemption from duty in respect 
of the imports referred to and to quantify the public interest that 
would have suffered had the duty not been exempted in these cases. 
The Committee also desire the Ministry of Finzdnce io review the 
system of granting duty exemption to public sector units and be asso- 
ciated with the administrative Ministry on follow up to ascertain as 
to how public interest gets served after the import actuaily takes place. 
Where it may not be possible for the Ministry of Finance to be so 
associated the Committee would recommend that exemption from duty 
may not be allowed. 

6.10 The Committee would like to know whether instead of grant 
of exernption from duty. it would be feasible for the concerned ad- 
ministrative Ministry to grant subsidy to the public sector units on 
imports made by them after ascertaining the extent to which public 
interest would be served in the light of the pricing policies of the con- 
cerned administrative Ministry. The extent to which such subsidy is 
justified and actually passed on to consumer ascertained and payment 
of subsidy made from within the grants of that Ministry when voted 
by Parliament. 

[S. Nos. 19 and 20-Paras 6.9 and 6.10 of 159th Report of PAC 
(7th Lok Sabha)] 

Action Taken 
The import5 covered by the four duty exemption notifications re- 

lating to SAIL have relevance to the buffer import of steel which h d  



become necessai-y for meeting the demand and availability gap for 
common varieties of steel largely produced by the integrated steel 
plants within the country. The shortfall had developed due to cons- 
traints in production from inadequate availability of power and qua- 
lity coking coal. 'The buffer imported steel was suppllied to the consu- 
mers mainly i,n the priority sectorlpublic sector at indigenous prices. 
The duty exemption was ncxssitated for this purpose in order to mi- 
nimise cost escalaticrls in various priority sec,tor projects which other- 
wise have been inevitable an4 could have resulted in general cost 
push effcct: on the economy. It is not practicable to quantify the pub- 
lic interest that would have suffered but for the duty exemptions. 

The consumers were under the administrative control of various 
Departments of Central GovernmentjState Governments. Direct sub- 
sidy payment to them would be inipracticablc as bulk import wodd 
not be possible in anticipation of the subsidy. The benefit of duty ex- 
cfnption was passed on to the consumers by making supplies of these 
impo~ted steel at domestic prices. Administration of dny subsidy sche- 
me for the consumers would not be feasible. 

[Min. of Steel 6i Mines O.M. F. No. SC-DII-14(5)183 
dated 18-4-84] 



CHAPTER IV 

RECOMMENDATlONS jOBSERVAT.1ON S REPLIES TO WHICH 
HAVE NOT BEEN ACCEPTED BY THE COMMITTEE 

AND WHICH REQUIRE REITERATION 

4.21 The Committee understand that instructions had been issued 
by the Central Board of Excise and Customs in November, 1968, 
December 1 969 and December, 1972, urging coordination between 
the Customs and Central Excise Wings &fore refund of additional 
duty is allowed in respect of materiuls on which credit for duty paid 
has already been allowed utlder Rule 56-A of Central Excise Rules. 
The irregular refunds in the cases reported in the above audit para- 
graphs were made inspite of such instructions. The Government, 
while attribuliiig the failure to human error in these exes, havc not 
explained the lapse of the Internal Audit Wing in not having detect- 
ed these irregular refunds. The Committee would like the Govcrn- 
mnt to look into the reasons for failure on the part of the lnternal 
Audit Wing and apprise then] whether the failure was due to dcfective 
procedures laid down or due to human failure. and the remedial action 
taken therefor. 

4.22 The Committee are perturbed to nole that even after the 
reorganisation and s'mgthening of thc 1ntern:il Audit Wing in  the 
Customs House. the Tnternal Audi: Wins which is riitl-usted with 
cent per cent check 01 sucl-I clailns do:uments h:wc failed to detect 
mistakes. The Ccmmi:tx vould like to be apprised of the reasons 
for the failure on thc part of Internal Audit to exercise the prescribed 
checks and stcps nroposed t o  be taken to avoid the recurrence of 
such lapses in future. 

[S. Nos. 10 & I 1 -Par,as 4.2 1 & 4.22 of 159th Report of 
PAC (7th Lok Sabha)] 

Action Taken 

Disciplinary proceeding., under Rule 16 of CCS (CCA) Rulc 
1965. are being initiated against thc erring staff and the Custom 
Houses are again being alertcd to  prevent recurrence of such cascs. 

[Min. of Financc (Deptt. of Revenue) O.M. 7 No. 4421 1 1  183-Cus. 
IV dated 24-1 -841 



The C o w i t t e e  find that considerable quantity of oil seeds, oil 
extractions, frozen shrimp and other agricultural products !are being 
exported; through the Mormugao Port and on such products, non-levy 
of cess at the rates prescribed in accordance with the provisions of 
the Agricultural Produce Cess Act, 1940 is resulting in loss of revenue. 
Had the cess been levied, the yeild from cess on oilseeds extracts ex- 
ported during the thr,ee years 1977-78 to 1979-80 itself would have 
amounted to Rs. 14.74 lakhs. as pointed out by Audit. The Committee 
also understand that this matter was brought to the notice of the De- 
partment of Revenue as early as 1975 but the Department had appar- 
ently not cared to examine whether there was any justification exi,stedl 
or continued to exist for not extending the Agricultural Produce Cess 
Act to the Union Territory of Goa, Daman and Diu. 

[S. No. 13, Para 5.10 of 159th Report of PAC (Seventh Lok Sabha)] 

Action Taken 

The recom~nendation of the Con11ni:tee has been noted. 

[Min. of Finance (Deptt. of Revenue) O.M. F. No. 467/14/83- 
Cus. V dated 31-8-84] 

T l ~ c  Cormnittct: are unhapp) t o  note that the Department had not 
examined the revenue in1pl;cations of the audit objection nor did it 
Impresj upon thc Ministry of Home Affairs for being allowed to collect 
the revcsue realisable after extension of the Agricultural Produce Cess 
Act. to tht 'Jnion Territory. The administrative arrangements, which 
were 1;ferred o in 1962 by t k  TAW Secretarv. could, in so far  as the  
Agr~culturd F; G.*ce Cejs Act was involved, concern only the De- 
partmcnt of P e v e l ~ i ~ e  of the Ministry of Finance which soldy admin- 
sters the , k t .  C'!early the rea5on which weighed with the Law Secre 
tary in 1962 was not known !o Minis ty  of Finance and the latter 
did not care to find i t  out. 2s otherwise t'he Ministry of Finance (De- 
partment of Revenue) would have informed that it had all the neces- 
sary administrative arrangements in Goa for many years now. Consi- 
dering the fact that there have been considerable exports of Agricul- 
tural Products and other goods from the port of Goa in all these 
years, i t  is snrprising that no one in the Ministry of Finance had 
over enquired from the Ministrv of Home Affairs of the unknown 



reasons for not extending the Agricultural Produce Cess Ac,t to that 
port. The Committee regret to point out that in this case there has 
been a total Iai1ur.e of revenue consciousness of the part of Depart- 
ment of Revenue who were aware of ,the non-levy of the Cess but had 
stilled their spirit of enquiry in this regard. 

[ S .  No. 16, Para 5.13 of 159th Report of Public Accounts 
Committee (Seventh Lok Sabha)] 

Action Taken 

The recommendation of the Committee has been noted. The exer- 
cise to extend the Agricultural Produce Cess Act to the Union Terri- 
tory of Goa, Daman & Diu has since been undertaken by the Ministry 
of Home AfTairs in consultation with Administration of Goa, Daman 
& Diu. 

[Min. of Finance (Deptt. of Revenue) O.M. F. No. 467114183- 
Cus. V dated 28-3-841 

The Committee are surprised to note that though the Home Min- 
istry was apparently aware of the reason for non-extension of several 
control enactmetns including revenue enactments to the Union Terri- 
tory of Goa. Daman and Diu. they had not thought it fit to initiate 
any steps to conduct an annual review. The Committee need hardly 
stress that in the interest of uniform development of the nation the 
reasons for foregoing potential revenue without valid reasons shoui1d 
be reviewed annually, specially when every little bit of revenue is 
needed to augment the Nation's Plan resources. With the freedom of 
trade and commerce throughout India, no territory can remain isolate 
for long. Even at this late stage, the Ministry of Home  affair.^ have 
called for a proposal from the Union Territory of Gsa, Daman and 
Diu for cxtend,ing only the Agricultural Produce Cess Act, 1940. The 
Committee recommend that Ministries of Finance and Home Affairs 
should review all revenue enactments of the Union which have not 
so far been extended to any one or more States or Union Territories 
where there is no legal bar and where records do not indicate any 
rcason for non-extension or the reason therefore is no longer valid, 
the enactments should be extended over the whole of the Union with- 
out delay. The Committee would like to be apprised of such other 
revenue enactments which have not been extended to States'Union 



Territories by the end of 1983, along with the reasons therefor.-They 
would also like to be furnished with an estimate of the annual revenuc 
loss due to non-extension of such enactment. 

IS. No. 16, Pzra 5.1 3 of 159th Report of Public Accounts 
Committee (Seventh Lok Sabha) I 

Action Taken 

On the basis gf the review undertaken by this Department it is 
clarified that revenue enactments concerning this Department have 
been extended to all States and Union Territories. As far as the ques- 
tion of extension of Agricultural Produce Cess Act, 1940 to the Union 
Territorv of Goa, Daman and Diu is concerned the matter is being 
actively pursued with the Ministry of Home Affairs who are administ- 
ratively concerned in the matter. The revenuc loss because of non-ex- 
tension of this Act to Union Territory of Goa, Daman 'and Diu for 
the period 398:-82. 82-83, 83-84 has been estimated to be 
Rs. 5,68.652. Rs. 9.60,623 and Rs. 8,39,013 respectively. 

[Min. of Finance (Deptt. of Revenue) O.M. F. No. 467/14/83- 
Cus. V, dated 31-8-84] 



CHAPTER V 

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF 
WHICH GOVERNMENT HAVE GIVEN INTERIM 

REPLIES 

NEW DELHI; 
August 13, 1985 
sGOar~3'Zz,- i907'7s) 

B. AYYAPU REDDE'. 
Chairman, 

Public Accounts Committee. 



APPENDIX 

- - - -- . . - - - . - - - - - 

S1 Pdra ho Miuistrp/ 
No Deptt . 

I I .6 Mi Astry of Finance 
(Dept t . of Revenue) 

. . . . . -. . - - --- - - .- - 

4 
- - ~ ~ - . - - . -- .. - - 

In their earlier Report, the Committee had pointed out that 
irregular refunds were made in the cases reported in the audit para- 
graphs despite t!l.e instruction.; issued hv the Central Board of Excise 
and Customs in November, 1968. December 1972 an? De:ember 1979 
urging co-ordination betweel the Customs and Central Excise Wings 
before refund of additional d!i.ty is allowed in respect of materials 

B 
on which credit for duty paid has already been allowed under Rule 
56-A of the Central Excise Yules. The Committee had further point- 
ed out that the Tnten~al Audit Wing to9 had failed to detect the 
mistake even though after its reorganisation and strengthening, j t 
was entrusted with cent per cent checks of such refund claims. T k  
Committee had, tlierefore. ref:ommended that the Board should look 
into the reasons for the failure on the !>art of the Internal Audit 
Wing so as to clarify whether the failure was due to defective pro- 
cedures laid down or due to human failure and to take remedial 
antion. In their Action Taken Note the Ministry have not furnished 
any details of the action taken in nursuance of the Committee's re- 
commendations but have only stated that "disciplinary proceedings 
- - - ... . . . -. . - -. . . . .. - . - - - - - .- . - - - . - . - - . . - -. . . 



1 2  3 4 
. . -. . -. --- - - - - . . . . - . - . ~ .. . .- . ~- -. - . --- 

are being initiated against the erring staff and the Customs Houses 
a-u-e again being alerted to prevent recurrence of such cases". The 
Committee are glad to note that action is being taken. But what 
the Committee wanted was a review of the existing instructions and 
procedure which are not adequate and have not enabled the Board 
to oversee that cent per cent of the claims are checked by the Inter- 
nal Audit Wing. i t  is in this context that the Committee had desired 
to be apprised of the reasons for the lapse. The Committee would 
like the Central Board of Excise and Customs to indicate the prkcise 
reasons for the lapse and the action taken to ensure the avoidance 
of such cases jn future. 

2 I . y  Ministry of Finance In  their 159th Kepolt the Committee had pointed out that due to 
(Deptt . of Revenue) the non-extension of the :'q#cultu~al Produce Cess Act, 1940 to the 

Union Territory of Goa, Daman & Diu, substantial revenue was lost 
on esports of oil seeds. oil extractions, frozen shrimps and other agri- 
culturd products exported thror1gl-i the Mormugao Port. The loss 
of yield from cess on oil seeds extiacts exported during the three 
years from 1977-78 to 1979-80 itself amounted to Rs. 14.74 lakhs. 
The revenue loss during the years 1981-82, 1982-83 and 1983-84 has 
been to the tune of Rs. 5.68.652, Rs. 9,60,023 and Rs. 8,39,013 res- 
pectivelv. Thc Committee regret to  find that even though the issue 
of extending the said Art besides other Acts to the Union Territory 
of Goa, Daman & Diu has heen under the consideration of the 



Home Ministry and the Union Territory administration from time 
to tmie since 1971, no final decision has been taken in the matter SO 
far. Even at this late stage the Ministry of Finance have intimated 
that the matter is being actively pursued with the Ministry of Home 
Aflairs but have not come forward to plug the lacunae within a pres- 
cribed time frame. The Committee reiterate their earlier recommen- 
dation and desire the Ministry of Finance to apprise the Ministry of 
Home Pffairs of the losses being incurred due to non-levy of cess 
on exports made from the nllurmagoa Port so that no further time 
is lost in extending the Agricultural Produce Cess Act, 1940 to the  
Union Territory of Goa, Daman & Diu, Action Taken in this regard 
may he intimated to the Committee within three months. 




