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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this 84th Report of the 
Public Accounts Committee (7th Lok Sabha) on paragraphs 1.08~ii), 
1.12(ii), 1.19, 2.10, 2.11, 2.16(a), 2.34, 2.42, 2.47(a) and 2.54(a) of the 
Report of the Comptroller and Auditor General of India for the yeat 
1979-80, Union Government (Civil), Revenue Receipts, Volume-!. 
Indirect Taxes, respectively relating to Non-levy/short-levy of a.Jdi-
tional duty, Mistakes in calculation of duty, Non-realisation of duty 
on goods not cleared, Non-levy of duty under executive orders. 
Exemption Notifications (relating to small scale units) Patent or 
proprietary medicines, Stencil paper, Cess on jute yarn and twirie, 
Excess rebate on sugar exported and Equalised :freight. 

2. Referring to 12 auction sales of uncleared im.ported goods made 
by the International Airport Authority of India, Bombay, from 
March 1978 to June 1980 and non-realisation of Customs duty report-
ed in Audit para·graph 1.19, the Committee have expressed regret at 
the fact that the formula for determining the expenses of sale of such 
goods has not been decided even after a lapse of 5 years. The ex .. 
penditure on account of auction sales comes to a sizeable amount 
for each auction and after meeting these expenses of sales in most 
of the cases, there is very little left to meet the customs duty pay-
able, not to speak of the Import Trade ""Control fine. The Committee 
have suggested that the procedure laid down for the custody and 
disposal of uncleared goods at Bombay and other Airports in India 
should be reviewed so as to make sure that there are no pilferages, 
losses or substitutions, that disposals are quick and business like and 
that the sale expenses are kept to the minimum. 

3. While referring to audit objection revealing non-collection Of 
excise duty to the extent of Rs. 23.49 crores from 7 factories as report-
ed in paragraph 2.10, the Committee have expressed their amazement 
that a concession of a far reaching consequence, i.e. duty exemption 
under "the later the better principle" in the case of cer-
tain intermediary ·goods manufactured in an integrated fac-
tory should hav~ been continued for so many years on 'equi-
table consideration' merely under the executive instructions 
.~f Government without any fonnal 1~1 backing. The Com-
mittee h,ave observed that the Central Exeise Law contains ample 
provision to enable the Goverrunent to grant general as well as 

(v) 



(vi) 

specific exemptions from duty, total or partial, by issue of formal 
notifications which have to be laid on the table of Parliament but 
the Goverhment have not taken recourse. even to these provistens 
in the present case and have chosen to appropriate to themselves 
the total legislative function. In the Committee's view apart from 
the unconstitutionality and the impropriety involved, such a course. 
is also likely to result in highly arbitrary use of power at various 
levels. The Committee have recommended that the whole matter 
should be thoroughly examined and the tax concession to the extent 
it is considered necessary and justified should be given by way of 
proper amendment to the Central Excise Law and not by executive 
instructions. . · . . -:J""l'"• I : • ! I"•• I :....a.: ........ __ ~ 

4. With regard to paragraph 2.11 relating to irregularities in the 
implementation of scheme of duty relief to small scale manufacturer 
the Committee noticed cases of gross negligence in the draftin:g of 
exemption notifications under the Central Excise and Salt Act. The 
Committee have expressed amazement that a concession specially 
designed to encourage small manufacturers should be embodied in 
a notification having no definition of a small manufacturer. There 
is no excuse whatsoever for initial failure to provide for an overall 
limit on the aggregate clearances of all excisable goods without 
which it should have been apparent that the concession could be 
availed of by all manufacturers, big or small, in respect of clearances 
of specifled ·goods. 

The manner in which piecemeal amendments have been carried 
out subsequently to the condition designed to limit the concession 
to small manufacturers leaves room for doubt about ·the bonafides 
of the action taken. The concession expressly designed for small 
scale manufacturers was ·extended to the large scale sector through 
the device of defective drafting of the exemption: notification. The 
arhendm{mts were only haltingly carried out at every stage of criti- · 
clsm so as to plug only a little of the loophole every time leaving 
much of the gap open. The Committee have strongly recommended 
that this matter should be thoroughly investigated so as to fix res-
ponsibp.ity for the repeated lapses in drafting notifications resulting 
in unintended benefits to large manufacturers to the deteriment 

•' . . . ~ . . ~ . . -

of revenue. 
-5. The -Committee considered and finalised this Report at their 

sit-ting held on 5 March, 1962. The Minutes of the sitting of the 
Oonnn.ittee form Part-II of the Report. 

6 ..... A statement containing ·conclusions and recommendations of 
tli~ Committee is appended to this Report (Appendix VI). For faci· 
litY of reference. these have been printed in thick. type in the body 
of the Report. 
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7. The Committee place on record their appreciation o:f the ass1J. 
tance rendered to them in the examination of these paragraphs by 
·the Office of the Comptroller and Auditor General of Jn.dla. 

8. The Committee would also like to express their thanks to the 
Olftcers of the Ministry of Finance (Department of Revenue) for 
the cooperation, extended by them in giving information to the 
·Committee. : ~ ; t: " f'! 
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INTRODUCTORY 

The report Of the Comptroller and Auditor General of India for the 
year 1979-80 Union Government (Civil), Revenue Receipts, Volume 1-
lildirect Taxes was laid on the Table of the House on 17-3-1981. It con-
tains 96 paragraphs comprising 171 sub-paragraphs. 

The Committee selected 13* of these 171 sub-paragraphs for seeking 
detailed information, both written and oral, from the Ministry of Finance. 
In the past, the Committee's attention has been mainly confined to the· 
paragraphs so selected. For the remaining paragraphs, the Committee's 
prq,ctic~ has been to make a general recommendation exhorting Govern-
ment to take suitable action in these cases as well. This year, making a. 
major departure from the past practice, the Committee called for written 
replies to all paragraphs not selected for detailed examination. 

The Ministry of Finance have se,nt written replier to all tbe 158 non-
selected sub-paragraphs. After co~sidering these replies, the Committee 
have made specific suggestions/recommendations in respect of a few caSe& 
which have been dealt with in the chapters that follow. 
----·~--

*1.21, 1.23, 1.24, 2.12, 2.29, 2.41, 2.51, 2.65(1>-) and 2.66(i), (ii),. 
(iv) & (v). 



CUSTOMS RECEIPTS 

I 

NON LIEVY/SHORT LEVY OF ADDITIONAL DUTY 

_ 1.1 Audit Paragraph: A consignment of goods describ~d as "Mooree 
precision jigborer matric machine and J)arts,' imported in February 1979 
through a major port was assessed to customs duty at 40 per cent ad 
valorem under heading 84.23 of the Customs Tariff Act, 1975. Though: 
the bill of· entry was presented on 22 February 1979, the "entry inwards .. 
·of the vessel carrying the goods was given only after 28 February, 1979 
after the presentation of the Finance Bill, 1979. Hence the goods falling 
under heading 84.23 also attracted additional duty at 8 per eent ad valorem 
under item 68 of the Centra] Excise Tariff, but this was not levied. On 
thls being pointed out by Audit (August 1979) t'he department recovered 
the short levy of Rs. 58940 (November 1979). 

The Ministry of Finance have confirmed the facts. 

£Paragraph 1.08(ii) of the Report of the C.&A.G. of India for the year 
1979-.80, Union Government (Civil) Revenue Receipts, Volume 1-
lndirect Taxes]. 

1.2 In a note to the Committee the Ministry of Finance stated: 

''Since the additional duty under item 68 of the Central Excises 
Tariff became chargeable from 1-3-79 and the Bill of Entry in 
question was noted on 22-2-79 under prior Bill of Entry 
system, additional levy escaped notice. The error being of 
non repetitive nature. no further action was considered." 

While offering their comments on the aforesaid reply of the Ministry 
the Audit suggested that reply might be amplified to indicate: 

"(i) Whether the Bill of Entry presented under prior Entry system 
had been checked by I.A. D. or not? 

(ii) Whether !.A.D. had been entrusted with the check of the list 
of vessels (prepared by the import department) which have 
entered finally inwards/entered outwards as per Boards instruc-
tions F. 4 91 I 13 f71-Cus. VI dated 16-8-1972. 
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(iii) Whether the list of vessels had been checked that year? If not. 
why not? 

(iv) Had this check of list of vessels been made by I.A.D., wou1d 
the non-levy of C.V. duty have escaped the notice of I.A.D.? 

(v) Action Taken by the Ministry to avoid such errors in future, 
as these are likely to happen in cases of new levies in the 
budget." 

1.3 In several other cases, the Audit Report mentions cases of non 
levy/short levy of additional duty, short levy due to misclassification of 
_goods, mistakes in calculation of duty, adoption of incorrect rate of 
exchange, irregular I excess payment of drawback and irregular refund. lA 
.all these cases the Ministry of Finance have confirmed the facts stated in 
the paragraphs. 

1.4 On an earlier occasion (21st Report of Public Accounts Com-
mittee, 3rd Lok Sabha), the Committee had taken a serious view of the 
.mistakes occurring in the levy of customs duty despite the cent per cent 
check conducted by the Internal Au-dit department. 

Subsequently the Ministry of Finance had .. gain informed the Com-
mittee (Para 1.49 of 8th Report of P.A.C. 5th Lok Sabha) that the Internal 
Audit wing of the department go into all the bills of entry and <itther docu-
ments and pass them. In their action taken note on the recommendation of 
the Public Accounts Committee contained in paragraph 1.43 of their 43rd 
Report (5th Lok Sabha) the Ministry of Finance (Department of Revenue 
and Insurance) had stated that the Directorate of Inspection had been asked 
to undertake a review of the working of the Internal Audit department fn 
major CU6tom Houses and that on· receipt of the report of the Directorate 
of Inspection, steps considered necessary to improve the working of the 
Internal Audit department would be taken.2 

1.5 In all the cases mentioned in the Audit Report and refeiTed to 
above, apart from confirming the facts mentioned in the concerned p81'J.-
graphs, the Ministry of Finance have not indicated how the mistakes/ 
omissions escaped the scrutiny of their internal audit which is required te 
ebeck all documents. 

1.6 In respect of tie particular case reported in the Audit Paraerapla 
:the Ministry of Finance have contented themselves with the statement that 

2Page 12 of 7lst Report of PAC. 5th Lok Sabha. 
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~· ··~· 
1.7 The Cownittee. repet that despite their earlier ~OBI OD 

tile swli;eet file elideacy Of hltenaal Audit io the Olsto~B defartme.at does 
110t sllow uy sign of improvemeot &lid 13 very large number of simple mis-
takes eoa&iaue to be detected ia the test check conduetett by Reveaue Audit. 
I.a para 3.25 of their 44th ·Report (Seventh Lok Sabb&) the Committee 
bve recently had occasion. to suggest that the Director of Audit should 
...,. a .a ..ore JBe8lliagfal role to tone up the efficiency of IDtemal 
Audit and tMt botJa the Boartl itself as well os tlae CoUectors in the field 
IIIOIIId treat it • an ilaportant instrument of management coatrol. The 
Co••w'Hee canaot but reiterate daeit' earlier recommerufation and suaes« 
ltal lie Miaistry of Fi..-ce slaould s&udy the present working of the Jnter-
al Audit department t:md take positive steps to i...,rove its etliciency. 

1.8 The Committee are unable to accept the Ministry's reply in thi8 
particular case to the effect tha·t the error wa. of non-repetitive nature. 
The risk of similar mistakes is there every time there are new or addid01tal 
Jellies through the annual budget or otherwise. The Com·mittee would, 
therefore, suggest that the Minlsay of Finance should give more serious 
thouglnt to this problem and lay down suitable guidelines to make sure that 
Rda mistakes do not recpr. 

1.9 'l1le Committee would also like the Ministry of Fmance to look 
bato the points suggested by Audit so far as the present case is concerned 
8IICl iDl01111 tJae COIDIIIittee accordingly. 



II . 

MISTAKES IN CALCULATION OF DUTY 

2.1 Audit Paragraph: According to a notification of Ma.rch 1978 the 
effective rate Of basic customs duty on Polyester filament yam falling under 
~ding 51.01/03 of the Customs Tariff Act, 1975 is 200 per cent ad 
valorem. In respect of Polyester filament yarn imported through a major 
port in August, 1978, the department levied basic Customs duty at 100 per 
.cent ad va1orem as against the correct rate of 200 per cent ad valorem. 
Oft this being pointed out by Audit (May 1979), the department stated 
(April 1980) that the short collection of Rs. 18,446 could not be recovered 
owing to the late receipt of the audit point. 

In this case, when the bill of entry of 26 August 197,8 was sent to audit 
pn 21 March, 1979, it was already time barred. The )ate submission of the 

·documents to audit thus resulted in loss of revenue of Rs. 18,446. 
The Ministry of Finance _have confirmed the facts. 

[Paragraph 1.12(ii) of the Report of the C.&A.G. of India for the 
year 1979-80-Union Government (Civil) Revenue Receipts Volume I-
lndirect Taxes.] 

2.2 In a note to the Committee the Ministry of Finance have stated 
. as follows:-

"Request for voluntary payment has not yet been honoured by the 
importer. With a view to avoiding recurrence of such cases 
Collector has already issued Departmental order for the guid· 
ance of tbe staff." 

While offering their comments on the aforesaid reply the Audit sug-
gested the reply might be .amplified inter alia to indicate: 

(i) When was the bill of entry sent to CRA in this case for audit? 

(ii) Are there any Government of India instructions to the effect 
that the original bi11s of entry should be sent to audit within. 
a prescribed period? 

2.3 According to Section 28 of the customs A,ct, 1962 when any duty 
has not been levied or has been short levied or erroneously refunded the 
proper officer may,-(a) in the case of any import made by any individual 
for his personal use or by Government or by any educational, research or 
~haritable institution or hospital, within one year; (b) in any other c-. 

5 



6 
within s~ months, from the relevant date, serve notice on the person 
chargeable with the duty which has not been levied or w~ich has been 
short levied or to whom the refund has erroneously been made, requiring 
him to show cause why he should not pay the amount specified in the 
notice. 

2.4 In view of the above limitation of time within which a demand 
based on remedial action can be raised, the Government issued instruction~ 
in February 1975, (Appendix I) on a suggestion from Audit, that th~ 
original bills of entry should be forwarded to the Customs Revenue Audit 
for audit purposes within a maximum period of 120 days from the ~te. of 
payment Of duty. The field formations were also requested to fix certain 
time s~hedules for movement of the bills of entry through various pro-
cesses in different departments and to devise suitable checks to ensure that 
such time schedules were strictly adhered to. 

2.5 On the question of delay in receipt of papers in the Internal Audit 
Department, the Committee on Public Accounts in para 3.21 of their 44th 
Report (Seventh Lok Sabha) had recommended: 

, •.... The Ministry of Finance should enquire into the reasons for 
delay. . . . . . and then devise effective measures to ensure that 
such delays do not take place and the documents are received 
in the Internal Audit Department at the earliest for them to 
complete their work and furnish the documents to the Customs 
Revenue Audit within the stipulated period of 120 days''. 

2.6 It is apparent that if such documents are not c'hec.ked in Internal 
Audit sod sent. also, where required, for test audit by Customs Reverme 
Audit weD within the prescribed limitation period of six months the results 
of soch checks by audit would be re-ndered nugatory, as in this case. merely 
hy the operation of time bar. The time limit of 120 days for submission· 
Of documents to Revenue Audit is salntory and needs to be strictly observed. 

2. 7.. The Committee cannot but deprecate the manner in which the: 
M"mistry, in their written reply to the Committee, have sllurred over this 
important matter. 1be Ministry have not given any reasons for the delay 
in forwarding the documents to the Customs Revenue Audit nor have they 
iDdicated whether the control mechanism suggested in 1975 has actually 
been laid down io different collectorates and how it is working. 

The Committee desire that the Ministry of Finance should inquire into 
the precise reasons for delay in this case and apprise them of the same. , 

2.8 'Die Committee would strongly recommemd that the Min1stry. of 
FiDimee 'should review the c~ks d~igned in various Collectorates i.tt 
terms of their instmctions of 1975 as well M their actual implementation SOt 

as to ensure that the checks are effective both io design and observance. 



Ill 

NON-REALISATION OF DUTY ON GOODS NOT CLEARED 

3.1 Audit Paragraph: Section 48 of the Customs Act, 1962 provides-
for dispos-al of goods imported but not cleared within two months. Ac· 
cordingly goods for home consumption or transhipment may be sold by the 
persons having the custody thereof after taking permission 'from customs 
authorities, and giving due notice to the importers. 

Prior to 1 March, 1976, the Air unit of a major port was dealing with 
the clearance of all consignments imported by air in the Customs House 
itself. From 1 March, 1976 the Air Unit attached to the Customs House 
started functioning in the international air port. With the commissioning of 
a new international air cargo complex near the air port from May 1977. 
the International Airport Authority of India have been appointed as the 
custodian for the goods imported by air and lying uncleared. They arc 'also 
responsible for periodical auctioning of the imported goods remaining 
uncleared and/or abandoned in the Air Port. 

For this purpose sale lists are prepared by the undertaking (I.A.A.I.) 
and transmitted to the Customs Officer for indicating Customs duty (inclu-
ding additional duty) and also the Import Trade Control fine imposable on 
such goods. The fine is presently levied at 50 per cent or industrhl raw 
material and machinery and at 100 per cent for all other goods. After the 
sales are made in respect of uncleared and abandoned goods allocation of · 
.~ale proceeds is made in the following order:-

(i) Payment of freight to the carriers. 
( ii) Expenses of sale. 

(iii) Customs duty. 
(iv) Import Trade Control fine. 
(v) Warehouse charges. 

(vi) Surplus, if any will be paid to the importers provided they pr~ 
fer a claim within one year of the sale. 

As soon as the sales are completed and allocation of the sale proceed$ 
pas been done, a cheque is required to be forwarded to the customs depart-
ment indicating the total amount of customs duty along with the fine. 

In .all, twelve auc.tion sales were held from Marcb 1978 to June 1980 
and demands aggregating to Rs. 12,96,462 were issued to the und~rtaking 
from time to time agaiqst which only a sum of Rs. 5,62,382 w:as paid by 

'1 
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Jhe undertaking as confirmed by the Ministry of Finance. Tbe Ministry havo 
added that the allocation of sale proceeds was according to the formula 
but the amounts claimed by the undertaking as expenses of sale are yet to 
be finalised. 

Particulars of recovery of the balance are awaited (December 1980). 
£Paragraph 1.19 of the Report of the Comptroller & Auditor General of 
IDdia for the year 1979-80 Union Government (Civil) Revenue Receipts, 
Volume 1-Indirect Taxes.] 

3.2 In a note to the Committee the Ministry of Finance have stated 
"The Collector of Customs, Bombay has examined the procedure of distri-
bution of action proceeds followed by Bombay Port Trust in respect of 
simllar auctions conducted by them. The BPT have confirmed that 
·expenses of sales' constitute (i) Auctioneer's commission (ii) Advertise-
ment charges and (iii) Establishment charges (consisting of expenditure on 
the staff predominenly employed on conducting sale.) The matter was taken 
up with IAAI, Bombay to adopt the same practice. The IAAI have, how-
ever, declined to "accept the formula followed by the 8.P.T. The matter is 
now being taken up with the Chairman, IAAI, New Delhi''. 

3.3 Accordiftt to the Audit Paragraph the International Airpon Autho-
rity of India were appointed as the custodian for the goods imported by 
·air and lying uncleared at the Bombay airport in May 1977. The aUocation 
Qf the sale proceeds of such goods is made in accordance with the formula 
laid down in Section 150 of the Costoms Act; 1962. According to this 
formula the expenses elf sales take precedence over the Customs duty and 
Import Trade Control fine payble to the Customs department. Against total 
demands of Rs. 12.96 lakhs on account of Customs duty and Import Trade 
Control fine in respect of the sales held between March 197 8 and June 
1980, an amount of Rs. 7.34 lakhs had not been paid by the International 
Airport Authority for the reason that the expenses of sale were yet to be 
finalised. 

3.4 The Committee understand from Audit that in their ret)ly to the 
Audit Paragraph sent in November 1980, the Ministry of Finance bad sta-
ted that, " .... expenditure on account of auction sales comes to a sizeable 
amount for each auction "and after meeting these expenses of sales in most 
bf the cases there is very little Jift to meet ·the Customs duty payable. Fur-
ther, in all the cases there is no amount -available to meet the Import Trade 
Control fine." 

3.5 A similar dispute between the Bombay Pon Trust and the Customs 
Departm~t in respect of the aUocation of sak proceeds ot uncleoared good& 
imported through the Bombay Port had come to the notice of the Public 
Accounts Committee some years ago. (Para 77 of the Commitee's Twenty 



:first Report, Third Lok Sabha). This dispute had been going on for over 11 
_years and it was only in pursuance di the recommendations of the Committee 
that it was sorted out in May 1965 (Vide para 1.67 of the Committee's 
Twenty Fourth Report, Fourth Lok Sabha). 

3.6 The Committee also learn from Audit that the procedure for tho 
.custody and disposal of such uncleared goods is not uniform at the various 
International airports in the country. 

3. 7 The Committee cannot bot express regret at the fact that despite 
their earlier exhortations in tlhe matter of a similar dispute between the 
Bombay Port Trust and the Customs Department, such disputes betwcea 
different Government Agencies should not only cont.bue to.. arise but should 
persist for years together. The International Airport Authority were ap. 
pointed the custodian in May 1977. The auctictt.."J sales of uncleared goods 
were rmade from March 1978. It is most" regrettable that the formula for 
determining the expenses of sale has not been decided even after a lapse of 
5 years. The position stated by the Ministry of Finance £:1 Deembcr 1981 
is also not different from that stated by them in Ncvcmber 1980. The 
Committee would strongly urge that the question should be sorted out 
without any further delay with the intervention, if -necessary, of the Minis• 
try of Civil A viafion. The Committee would like to be apprised of the 
final decision within 3 months from the date of presentation of this report 
·:to the House. 

3.8 The Committee do not feel happy also about the statement that the 
-expe.~diture on account of all(!tion sales comes to a sizeable amount for 
each auction and after meeting these expenses of sales in most of tbe cases 
there is very little left to meet the Customs duty payable, not to speak . of 
the Import Trade Con1trol fine. This gives the impression that all is not 
well with tbe method of custody and disposal of these goods. The Com-
mittee would suggest that t'he procedure laid down for the custody and 
disposal of u~cleared goods at Bombay and other airports in India should 
be reviewed so as to make sure that there t"re no pilferJllges, losses or sub-
stitutions, that disposals are quick and businer.slike and that the sale expen-
ses are kept to the minimum • 
. 3684 LS-2 



UNION EXCISE DUTIES 
IV 

NON LEVY OF DUTY UNDER EXECUTIVE ORDERS 
4.1 Audit Paragraph:· Under Section 3 of the Central Exci:;es and 

Salt Act, 1944, any exciseable goods mentioned in the tariff attract duty 
as soon as these are produced o.r manufactured. According to rules 9 
BD.d 49 or 173-G of the Central Excise Rules, 1944 duty has to be paid on 
excisable goods at the time of their removal from any place where they 
are produced, cured or manufactured or any permises appurtenant thereto, 
whether for consumption, export or manufacture of any other commodity in 
or outside such place. In this connection the Ministry of Law opined 

·(August 1976) as under:-

(i) The expression 'any other commodity' used in rule 9 would be 
construed to mean any commodity excisable or non excisable 
other than that was taken for such use as is understood in the 
market; and 

(ii) the stage of collection of duty would be before such goods are 
removed for further production. 

It, therefore, follows that in an integrated factory, duty is leviable at 
each stage of manu'facture unless the goods at th-at stage arc specifically ex-
empted thereform. Instead of issuing atty notification exempting the inter-
mediary goods from payment of duty, the Central Board of Excise and 
Customs issued from time to time, latest (vide letter dated 3rd November, 
1977) executive instructions to charge duty in the form in which the follow-
ing excisable goods leave the factory of production:-

(i) Synthetic .resins and articles.made therefrom (tariff item 15A) 
or non-ferrous metals such as copper, aluminium, zinc and lead 
where the semis and manufactures fall under one and the same 
item; and 

(ii) Iron, steel ingots and iron/steel products which fall under diff-
erent items of the tariff. 

The Board also stated that the question of providing legal cover for the 
af01esaid principle namely "the later, the better principle" was under ex-
amination. It was also added that the demands of duty, if any. issued 
because of the absence of legal cover for this ·principle should not b~ pre-
ssed fur payment until further orders. 

10 
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No lepl ;backing to the said principle has yet been given (December 
1980). 

A review of records eli seven factories in five collectorates, revealed 
non collection of duty to the extent of Rs. 23.49 crores as detailed in the 
succeeding paragraphs under the aforesaid 'later, the better principle'. 

(a) Aluminium in crude "form and specified manufactures therefrom 
are dutiable under tariff item 27. 

A factory in a collectorate manufactured aluminium billets and captively 
consumed a portion of the produce in the manufacture of extruded shapes 
and sections without payment of duty. This resulted in non-levy of duty 
Of Rs. 2,256.49 lakhs during the period April 1965 to March 1980. The 
!records for pre April 1965 period were not produced to audit. 

(b) (i) Steel ingots and steel products are assess~ble to duty under 
tariff item 26 and 26AA respectively. 

Four integrated factories in two collectoratcs, manufactured steel ingots 
and used them captively for the manufacture o'f steel products. These 
factories did not pay duty -at the ingot stage and paid it at the final product 
stage. on the weight of the steel products manufactured. This resulted in 
non-levy of duty of Rs. 88.19 lakhs at the ingot stage on 43,579 metric 
tonnes of steel ingots lost during melting/heating in the course o'f their· 
conversion into steel products duing the period 197 4-75 to 1979-80. 

(ii) Steel melting scraps and steel castings are assessable to duty· 
under two different tariff items namely tariff item 26 and tariff 
item 26AA respectively, the effective rates applicable with 
effect from 1 Rth June, 1977 heing Rs. 330 per metric tonne 
in the case of the former and Rs. 200 per metric tonne in the 
case of the latter. 

In a third collectorate an integrated steel plant manufactured steel cast-
ings out of steel melting scraps obtained by it in the course of manufacture 
Of other steel products. Steel castings thus manufactured. were cleared Clll 

payment of duty of Rs. 200 per metric tonne. Though steel melting 
scraps were charge·ablc to duty under a different tariff item, no duty was 
levied thereon at the intermediate stage of production. Non-levy of duty 
in respect of 832.345 metric tonnes of steel castings cleared by the plant 
during 18th June, 1977 to 31st March, 1978 owing to payment of duty only 
at the final stage of manufacture worked out to Rs. 1.08.564 assuming that 
the same quantity of steel melting scraps were used in the manufacture of 
castings. 
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(c) Copper cathode is assessed to duty under sub item (I) of thet 
tariff item 26A. 

A factory in a fourth collectorate manufacturing cathodes, used part of 
·tbe production for manufacture of wire bars by casting process without pay-
ment of duty. The duty was assessed and realised only at the time Of 
clearances of wire bars from the factory. Non realisation of duty on catho-
des before tbeir clearance for captive consumption led to non-levy of duty 
-of Rs. 23,20,45 3 on 516.726 metric tonnes of cathodes lost in the process 
of manufacture of wire bars during the yeoar 1975-76 to 1979-80 (October 
1979). 

The paragraphs pertaining to these cases were sent to the Ministry of 
Finance in July 1980 and September 1980. In one case the Ministry have 
stated (December 1980) that the matter is under examination. Replies 
..in other cases are -awaited (December 1980). Paragraph 2.10 of the Re-
port of the Comptroller and Auditor General of India for the year 1979-
.80 Union Government (Civil) Revenue Receipts Volume 1-Jndirect Taxes. 

4.2 The seven cases dealt with in the -aforesaid audit paragraph relate 
to the following factories:-

1. Indian Aluminium Company Ltd., Alupuram, Kcrala; 
'2. M/s Pratap Steel Rolling Mills Pvt. Ltd. Chhehratta (Amritsar); 
.3. M/s Upper India Steel Manu'facturing and Engineernig Co. 

Pvt. Ltd., Ludhiana; 
4. M/s. Punjab Con-cast Steel Ltd., Ludhiana; 
5. M/s. Viswesvaraya Iron & Steel Ltd., Bhadravati; 
6. M/s Hindustan Copper Ltd., Khetri Nagar, Rajasthan; 
i. M/s. Durgapur Steel Plant Ltd., Durgapur. 

In reply, the Ministry of Finance in their note to the Committee dated 
~~ 8-12-1981 stated: 

"'The audit objection contained in this paragraph has not been 
admitted as a whole and hence question of taking any cor-
rective action does not arise". 

4.3 The Committee understand from Audit that earlier while reply-
ing to the draft audit paragraph contained in sub para (a) of the above Audit 
Paragraph, the Ministry of Finance had been more explicit. In their 
letter No. 232/166/80-CX 7 dated 3-1-1981 to Audit, the Ministry had 
stated: 
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''It has been contended by the audit that aluminium iil crude form 

was dutiable and no exemption notification existed for captive 
consumption and therefore the assessee should have paid duty 
first on aluminium in crude form and then again on the end. 
products which were made out of crude aluminium. 

The correct position is that although no notification existed·· pro-
viding for exemption of duty on crude aluminium leviable 
under tariff item 27 A (i) when used captively for the produc-
tion of other aluminium products mentioned in other sub-

tariff items, tariff item 27 has been notified under Rule 56A. 
As a result of it, if crude aluminium was used in the manu-· 
facture of any other product and such crude aluminium was. 
purchased from any other factory, the duty paid on crude 
aluminium was available as credit for payment of duty on 
end-products of aluminium manufactured therefrom. The 
result was that in the later case, the manufacturer of alumi-
nium products would have to pay duty only at the final 
product since he would have got back the duty paid on alumi-
nium in crude form. This would have, therefore, cr~ated an 
anamolous pqsition which was sought to be rectified by issue 
of executive instructions providing for payment of duty accord-· 

ing to the later the better principle, i.e., on the end products. 
Thus parity was sought to be introduced between the two situa-
'ions, i.e., one where crude aluminium is captively used in the 
manufacture of other aluminium products and the other where 
crude aluminium is purchased from another factory. 

The genesis of a fiscal measure is tested by the fact that it treats 
all the situations alike and does no lead to discriminatory 
treatment even though the situations may differ. The execu-
tive instructions, therefore, only sought to supplement the 
intention behind the construction of tariff item 27. A strict 
judicial interpretation of tariff item 27, should not override 
the fair implementation of the fiscal measures. Accordingly~ 

when proforma credit was available to a party when aluminium 
in crude form was purchased from other factory, it was in 
the fitness of things that in other situations, where aluminium 
in crude form is captively used, should have also be ·bear the 
same quan~um of duty. Accordingly, from the point of ,·icw 
of propriety and fair implementation of fiscal law, the audit 

. point of view cannot be accepted, and hence the audit objec-
tion is ·not admitted". 

4.4 .Jt was appear that Oovemment have propou~, this' ''latot 1laCt 
better prieciple' by executive instructions with a view to securiag 'pro-
priety and fair implementation of fiscal law'. This principle is foUowecl 
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in . cases where, in a factory of production, intermediate products and 
.fimshed products fall under different sub-items of the same tariff item or 
.by an extension under different tariff items of the Central Excise Tariff 
Schedule so that strictly, under the law, both are independently excisable. 
Thus where iron in crude form falling under item 25 of Central Excise 
·Tariff can be converted into iron products falling under a different item 
26AA duty is attracted at an intermediate stage under Central Excise Ru1e 
9 but the collection of duty is postponed to the tater stage of the finished 
product. 

4.5 According to Audit in such cases, under the Central Excise law, 
duty has to be collected before the removal of intermediate goods for 
further production and the "later the better principle" has no legal force 
11nless it is regularised either through amendment of the Act/Rules or 
through isue of formal exemption notifications under the delegated powers 
of Government. This issue was featured in paragraph 41 of the Audit 
Report 1977-78. 

4.6 The Committee understand that the question of proviJing legal 
cover to ''later the better principle'' had been under consideration of the 
Government since 1977, when the Central Board of Excise and Customs 
in their letter F.No. 139/8177-CX 4 dated 8-11-1977 (Appendix Il) 
issued instructions to the effect that demands of duty, if any, issued because 
of the absence of legal cover for this principle may not be pressed for 
.payment until further orders. 

4.7 In 1979, the Board, in their letter F. No. 261J27I5 f79-CX 8 
dated 22-9-1979 (Appendix JIJ) issued clarification to the effect lhat 
aluminium ingots obtained at intermediate stage were excisable and should 
be accounted for in R.G.I. Evidently this darification ran counter to 
the Board's clarification contained in their earlier letter quoted in the 
preceding paragraph. Since the earlier instruction is not superseded or 
amended by this later clarification dated 22-9-1979 two contradictory 
instructions remain in force simultaneously. The Committee understand 
from Audit that this contradiction in the Board's instructions was speci-
fically pointed out to them by Audit in December, 1979. 

4.8 The tax effect in the seven cases pointed out in the present audit 
jtara alone comes to over Rs. 23 crores. Apparently, the total' tax eJfect 
..t this so-caDed 'later lte better principle' would be very high indeed. It 
is :~m&ziDg thiit. a ·ceneessi~. of such far reaching eonsequeace should have 
'been ·continued for so· many yean met"ely under the executive instructioni 
Gl 'Go~tmmeDt witliout any formal legal backing. 
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4.9 The Ministry of Finaace feel justified in continuing this concessioa 
·On equitable coosiderations. The Ministry are no doubt aware of Justice 
Rowlatt's famous dictum to the effect that tax and equity are strangen, 
which has been approved of by the Suprerne Court of India in a number of 
eases. WhDe considerations of equity could, therefore, be a justification for 
suitable amendment of the Central Excise law there could be no possible 
apology for continuing lln illegal practice merely by executive instructions 
b~~ -~ 

4.10 In fact, t'he Central Excise law contai .. !s ample provision to enable 
the Government to grant general as well as spedfic exemptions from duty, 
total or partial, by issue of formal notifications which have to be laid on 
the Table of . the Ptnliament. The Committee are distressed to note that 
Government have not taken recourse even to these provisions in this case 
but have chosen to appropriate to themselves the total legislative func-
tion. In the Committee's view, apart from the unconstitutionality and the 
impropriety involved, such a course is nlso likely to result in highly arbi-
trary u11e of power at Vllrious levels. This is clear also from the act that the 
Central Board of Excise and Customs, while conti.~uing to swear by this 
so-ailed principle of 'lat~r thr better' issued contradictory Snstrnctions in 
respect of aluminium ingots in September 1979, and have failed to amend 
or modify the same till date despae the contradiction having been specifically 
pointed out by Audit in December 1979. 

4.11 The Committee would strongly recommend that his whole matter 
should be thoroughly examined and the tax concession, to the extent it is 
considered necessary a."''d justified should be given by way of proper amend-
ment to the Central Excise law and not by executive instructions. 

4.12 Tbe Committee would also recommend that encroachment on the 
legislative power should not be resorted to in any ~ircumstances. 
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SMALL SCALE UNITS 

5.1 Audit paragraph: (a) The Government · introduced under a 
notification dated 1st March, 1978, a scheme of duty relief to encourage: 
small scale manufacturers. The scheme came into force from 1st April' 
1978. Initially, the scheme applied to '69 specified commodities. 
Subsequently, as a result of addition to/deletions from the list operated 
in respect of 70 commodities. 

A test audit of the assessment records of the manufacturers covered by 
the scheme was conducted. Following irregularities were noticed. 

1. Under the scheme, the first clearance of the specified goods for 
home consumption upto an aggregate value not exceeding Rs. 5 lakhs. 
made by or on behalf of a manufacturer from one or more factories, was 
exempt from duty subject to the following conditions. 

(i) The value of clearance during the previous financial year should 
not exceed Rs. 13.7 5 lakhs during the period 1st April 1977 
to 28th February 1978 for availing of the concession in the 
year 1978-79 and Rs. 15 lakhs for the subsequent years. 

(ii) The aggregate value of clearance made during any financial 
year should be computed separately for each of the specified 
goods. 

(iii) Where the factory producing specified goods was run at 
different times in any financial year_ by different manufacturers. 
the value of specified goods to cleared from such factory in· 
any such y.ear at 'nil' rate of duty was not to exceed Rs. 5 
lakhs. 

By a notification of 30th March, 1979, manufacturer who produced 
excisable goods falling under more than one tariff items and if the aggre-
gate value of all excisable goods cleared by him or on his behalf for home 
consumption during the preceding financial year exceeded Rs. 20 lakhs,. 
was excluded from the purview of the said scheme. 

Incorre.:t availment of exemption in the following cases resulted in 
underasses'sment of Rs. 3.84 Jakhs. 

(i) A .unit manufacturing patent or proprietary medicines was. 
· allowed concession of Rs. 1.20 lakbs in duty during the years 
1977-78 and 1978-79. This was irregular as the clearances. 
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o( medicine for home concumption were Rs. 23.84 lakhs an<l 
Rs, 32.11 lakhs respectively during these years. 

The case was reported to the Ministry of Finance in September 1980;. 
reply is awaited (December 1980). 

(ii) A unit manufacturing electric motors (specified goods) as 
also power driven pumpg- (non specified goods), was allowed 
exemption of Rs. 99.173 in espect of clearances of electric 
motors upto Rs. 5 Iakhs during the period 1st April i979 to 
19th July 1979, on the ground that the value of clearances of 
electric motors during 1978-79 did not exceed Rs. 20 lakhs. 
The exemption granted was, however, not admissible as the 
value of such c!earances of electric motors exceeded Rs. 15 
lakhs during that year. On this being poin~ed out in audit, the 
department accepted (August 1980) the objection and issued 
a show cause notice for realising the duty. 

The Ministry of Finance have admitted the facts as substantially correct 
(December, 1980). 

(iii) Four units manufacturing excisable goods aYailed of the 
exemption amounting to Rs. 56,875 during the financial year 
1979-80, even though the aggregate value of the excisable 
goods cleared during the preceding financial year 1978-79 had 
exceeded Rs. 20 lakhs. On this being pointed out in audit. 
the department issued show cause notices in ·all the four cases. 
In one case a sum.of 'Rs. 4,055 has been recovered (July 1979); 
recovery particulars in the remaining three cases are awaited 
(June 1980). 

The paragraph was sent to the Ministry of Finance in May 1980. 
1reply is awaited (December, 1980). 

(iv) Two licensees manufactured specified goods as well as goods 
falling under tariff item 68. They were allowed concession 
of Rs. 72,982 in duty on the clearances of specified goods . 

during the period 1st April 1979 to .31st December 1979. As 
the total value of clearances of specified goods and goods 
falling under tariff item 68 which were not so specified, ex- · 
ceeded Rs. 20 lakhs during the preceding yea·r 1978-79, those· 
licensees were not eligible for the aforesaid concession 
When this was pointed out by Audit (September 1979 and 
February 1980), the department recovered Rs. 17,458 in one 
case and issued show cause notice for Rs. 55,524 in the other 
case. 

The Ministry of Finance have admitted the facts (December 1980) .. 
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( v) A manufacturer was allowed to avail of the exemption of 
Rs. 34,972 in respect of a variety of barley classifiable as 
prepared or preserved food cleared from one of his units dur-
ing the financial year 1978-79, though the aggregate value of 
other varieties of barley manufactured and cleared during the 
period 1st April 1977 to 28th February 1978 had exceeded 
Rs. 13.75 la~hs. On this being pointed out in audit (Septem-
ber 1979), the department stated that the Assistant Collector 
concerned was being advised to raise demand after ascertain-
ing the duty Jiability. 

The paragraph was sent to the Ministry of Finance in September 1980, 
:reply is awaited (December 1980). 

2. (i) A manufacturer of synthetic or!?anie products, c1eared the goods 
()n payment of duty and also collected the same from the customers even 
though he was eligible to avail of the exemption from duty as a small 
manufacturer. 

Subsequently, when he preferred a refund claim in respect of duly 
already paid by him on 6th November, 197R, the department sanctioned 
a refund of Rs. 1.10,575. The incorrect computation of the limit of Rs. 5 
lakhs in this case by excluding the clement of duty recovered by the manu-
facturer fron:1 the cu~tomers. resulted in short levy of Rs. 30.918. On 
this being pointed out in audit. the department issued a show cause notice 
and had a persona] hearing. Final decision is awaited (August 19RO). 

The paragraph w<ts sent to the Ministry of Finance in September l9RO. 
reply is awaited (December 1980). 

( ii) Similarly in the case of six other units, the clement of duty re-
covered from customers was not in:luded in the computation of the limit 
of Rs. 5 lakhs. This resulted in short levy of duty of Rs. 98,000, out 
of which Rs. 2,000 were recovered; demands were raised for Rs. 12,000 
and reply from the department is awaited for the balance of Rs. 84,000. 

The case was reported to the Ministry of Finance in September 1980; 
reply is awaited (December 1980). 

3. Under the notification of 1st March, 1978, the value of goods 
exempted from duty under any other notification, was to be taken intO: 
account for computing the limits for exemption as well as clearance 
·specified therein. This was also clarified by Government on 22nd January 
1979. 

By an amending notification issued on 30th March 1979, it was pro-
vid~. that for the purposes of computing the aggregate value of clearances, 
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the ·clearances of any specified goods which were exempt from duty by 
.any other notification should not be taken into account with effect from 
ls~ April, 1979. 

It was noticed in audit that two units manufacturing rubber products, 
claimed exemption on the first clearances of goods upto Rs. 5 lakhs prior 
to 1st April 1979 without taking into account the value of the clearances 
of the goods which were exempt from duty under another notification. 
This resulted in understand of duty Rs. 92.247. 

Th~ department accepted the underassessment of duty of Rs. 37,598 
in one case and issued a show cause notice for the recovery of Rs. 54,649 
in the other case. Recovery particulars in both the cases are awaited 
(January and February 1980). 

Ministry of Finance have admitted the facts as substantially correct 
(December 1980}. 

4. fn paragraph 38 (a) of the report of the Comptroller and Auditor 
General of India for the year 1976-77 (Revenue Receipts, Volume-1), 
a f~:w cases of Jcgal avoidance of duty by manufacturers due to change 
in proprietor was commented upon. The issue engaged the atten-
tion of the Public Accounts Committee. 1n paragraph 1. J 6 of their 149th 
Report (Sixth Lok Sabha) the Committee urged Government to examine 
the matter carefully and to take urgent rectificatory steps to plug the loop-
holes for future so that legal avoidance of duty docs not recur. The 
matter was still under consideration of Government and their final decision 
was awaited (November 1980). · 

ln another case of a partnership firm manufacturing rubber products, 
it was noticed (January 1979) that the value of clearances during the 
period 1st April 1977 to 28th February 1978 exceeded Rs. 13.75 lakhs 
and as such the firm was not entitled to the concession under the notifica-
tion ibid. The partnership was, thereafter, dissolved and the factory 
wns sold to another partnership firm who~ partners were close relations 
of the p::~rtners in the dissolved firm. A new Central Excise licence was 
issued and the licensee claimed exemDtion f.ot clearance of goods valued 
at Rs. 4,99,938 during the period 14th July 1978 to 29th September 1978 
without payment of duty amounting to Rs. 1 ,88, 977. 

The paragraph was sent to the Ministry of Finance in September 1980; 
·reply is awaited (December 1980). 

5. An assessee engaged in the manufacture of domestic elec:trioal appli-
ances cleared goods worth Rs. 6,05,412 during the year 1978-79 without 
payment of duty even in respect of the clearances exceeding Rs. 5 lakhs. · 
The omission escaped the notice of the department till it w.as pointed out . 
by Audit in September 1979 and resulted in non levy of duty of Rs. 27,670. 



The said amount together with a penalty of Rs. 150 for improper, mainlen• 
aace of accouuts was realised from the assessee in .Deoember, 19.79 .and · 
April 1980. 

The Ministry of Finance have admitted the facts as substantially correct 
(~ember 1980). 

' 6. The value of excisable goods cleared for captive us e in the same 
factory -in further manufacture of other goods is taken into account for 
calculating the value of clearances as clarified by Government in December 
1978. 

A unit manufacturing power driven pumps did not take into account 
the value of electric motors cleared for captive consumption in computa-
tion of total value of clearances during the year 1978-79, resulting in short 
payment of duty of Rs. 27,000 during the period August 1978 to March 
1979. On this being pointed out by Audit (April 1979), the department 
stated that the demand of Rs. 27,525 had been raised (May 1979) and 
confirmed. Recovery particulars are awaited. 

The case was reported to the Ministry of Finance in September 19f:SO; 
reply is awaited (December 1980). 

(b) By a notification issued on 18th June 1977, clearances upto Rs. 30 
lakhs of goods falling under tariff item 68 during a financial year were 
exempt if the total value of the capital investment made from time to time 
on plant and machinery installed in the industrial unit in which the said 
goods were produced was not more than Rs. 10 lakhs. Subsequently, the 
concession was restricted to the first clearonccs for home consumption upto 
a value not exceeding Rs. 30 lakhs during the preceding financial year subse-
quent to 1977-78, the exemption being limited to Rs. 24 lakhs for the 
year 1977-78. By another superseding notification issued on 1st March 
1979, the aforesaid goods were totally exempt from duty upto Rs. 15 Jakhs 
and leviable to duty at 4 per cent ad valorem on clearances after the first 
clearances of Rs. 15 lakhs during the year 1979-80 subject to the condi-
tions notified earlier. 

( i) A unit in a cotlectorate manufacturing parts of textile machinery, 
available of the concession under the aforesaid notification of 18th Juoe 
1977. Thereupon its licep.ce was ooncelled in October 1977. As the 
value of the goods cleared by the unit exceeded the prescribed limits during 
the years 1977-78 and 1978-79, it was not entitled to the concession. On 
this being pointed out in audit (July 1979), the department issued ( Septem-
ber and December 1979) show cause notices deiiHlllding Rs. 5,09,780 for 
the period 18th June 1977 to 31st December 1979· calcul'ated at the rates 
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Of duty prevalent on the dates of clearances. Since the clearances were 
made without observing the central excise formalities, the unit was liable 
to duty as the rate and valuation in force on the date of payment in terms 
of rule 9A(5) of the Central Excise Rules 1944. The total non levy would 
thus work out to Rs. 6,23,379. 

The unit was brought under the licensing control from January 1980 
onwards and was paying duty under protest since then. Final reply of 
the Collector is awaited. 

The paragraph was forwarded to the Ministry of Finance in September 
1980; reply is awaited (December, 1980). 

( ii) It was noticed in audit (March 1980) that a unit in another collec-
t orate manufacturing boiled sweets, availed of the said concession even 
though the investment on plant and machinery installed in the industrial 
unit exceeded Rs. 10 l·akhs. This resulted in short levy o'f duty of Rs. 1.81 
lakhs during the period 1st April 1979 to 29th February 1980. 

The paragmph was sent to the Ministry of Finance in September 1980; 
reply is awaited (December 19 80). 

[Paragraph 2.1 1 of the 'Report of Comptroller and Auditor General of 
1 ndi~, for 1979-80, Union Government (Civil) Revenue Receipts-
Volumc-1-lndirect Taxes]. 

5.2. The Audit paragraph relates to the following 23 unitli: 
I. M/s. Comtcch Laboratories, Bombay. 
2. /s. Hafi Elektra, Thane. 
3. M/s. Poly Feb Industries, Bombay. 
4. M/s. Ciffis Chemicals & Pharmaceuticals (India) Ltd., Bombay. 
5. M/s. Ansons Electro Mechanical Works, Bombay. 
6. M/s. K. T. Kubat & Co. (P) Ltd., Bombay. 
7. M/s. Becchem (India) Pvt. Ltd. 
8. M/s. Electro Equipment Corporation Ltd., Moland. 
9. M/s. Machine Products (India) Private Ltd .. Odhav, Ahmedabad. 

10. M/s. Labros Chemicals, Lucknow. 
11. M/s. Northern India Press Works. Lucknow. 
12. M/s. U.P. State Agro-Industrial Corpn .• Lucknow. 
13. M/s. Pee Medica, Agra. 
14. M/s. Meenakshi Foundry, Coimbatore. 
15. M/s. Tansi Farm Implements, Tiruchy. 



16. Mjs. Patel Bras Service Engineering Pvt. Ltd., Muland, Bombay .. 
17. M Is. Rackitt & Colm-an of India Ltd., Calcutta. 
18. M/s. Universal Dye Stuff Industries, B-aroda. 

19. M/s. Mansfield Rubber Co. (P) Ltd., Ghaziabad. 
20. Mjs. Supreme Rubber and Allied lndustires, Vapi, Baroda. 
21. M/s. Stella Rubber Works, Bangalore. 
22. M/s. Correct US G. T. Kamal Road, New Delhi. 
23. M/s. National Products, Bangalore. 

The Ministry of Finance in their written notes dated 27-11-81 and 
31-12-81 stated as under ad seriatum. 

2.11_(a) 1 (i) M/s. Comtech Laboratories, Bombay. Audit objection hos 
not been admitted. The question of taking any corrective action does not 
arise. 

2.11 (a) (ii)-Demand for Rs. 99,971.20 was confirmed by th~ juris-
dictional Assistant Collector. This demand was restricted to Rs. 39.249.28 
f<?r the period 8.6.1979 to 19.7.1979 and the remaining amount was struct 
off as time-barred by the Appellate Collector. The enforcement of the 
demand has been stayed by the Madras High Court. 

2.ll(a)l(iii)-Demand for Rs. 19,153.55 against M/s. Pee Medicos, 
Agra, was confirmed the Jurisdictional Assistant Collector and out of same 
a sum of Rs. 3,742.80 has been realised. Another demand for Rs 9,605. 
52 in respect of Northern India Press Works, Lucknow has been confirmed 
by the Jurisdictional Assistant Collector •and is pending realisation. De-
mand for Rs. 24,060.80 against M/s. Labros Chemicals Limited. Lucknow 
is und~r adjudication. The present position is being ascertained. 

Corrective measures wer~ taken to realise the Central Excise duty and 
the duty has been fully re•aliscd in two cases viz. M/s. U.P. State Agro 
Corpoartion Ltd., Lucknow and M/s. Northern India Press Ltd., Lucknow. 
In respect Sitapur Road, Lucknow a demand for Rs. 24,787 on account of 
duty involved on excess value of clearance was raised which rnts since hcen 
confirmed. It is further reported that P. P. Medicines worth Rs. 25,073.80 
have been attached (for extracting the amount of duty involved) and will 
be auctioned after following necessary process. 

2.11 (a) 1 (iv)-Demand for Rs. 17,458 has been realised. An amount 
of Rs. 55,523 has been realised. 

2.11 (a) 1 (v)-The demand for Rs. 35,670.09 is under the PT9Cess or 
adjudication. 



23 

2.11 (a)2(i)-The demand for Rs. 30,917.72 bas been confirmed by-
the Jurisdictional Asstt. Collector. The assessee has preferred an appeal• 
against the same, 

' . 

2.11 (a)2(ii)-M/s. Poly Feb. Industries, Bombay. 

Demand for Rs. 7,613.95 has been confirmed by the Jurisdictional Asstt. 
Collector. The assessee has preferred an appeal against the same. 

M/s. Ciffis Chemicals & Pharmaceuticals India Ltd., Bombay. 

Demand for Rs. 4,404.49 for the period 1.4.78 to 3.7.78 has been raised 
end is under adjudication. 

M/s. Ansons Electro Mechanicrl! Works, Bombay. 

Demand for Rs. 32,701.00 has b.:: .... n confirmed and out of this Rs. 15,00() 
have been realised. 

M /s. K. T. Kubal & Co. (P) Ltd. Bombay 

The demand for Rs. 1,875.39 has been recovered from the asse:;se'!. 

M /s. Beechem (India) Pvt. Ltd. 

Demand for Rs, 1,21,422.92 and Rs. 4,965.90 have been confirmed 
by the Jurisdictional Asstt.· Collector and the amounts have been realised. 

M/s. Elcctrv Equipment Corpn. Ltd., Muland 

A short levy of Rs. 5,780 has been recovered from the assessee. 

2.11 (a)3-Thc demand for Rs. 54,649.12 against M/s. Mansfkld Rub-
ber Co. (Pvt.) Ltd. has been confirmed by the Jurisdictional Asstt. Collector 
and is under process of realisation. 

Demand for Rs. 37.598.41 :tgainst M/s. Supreme Rubber & Allied 
Industries has been confirmed by the Jurisdictional Asstt. Collector and is 
under process of realisation. 

2.11 (e)4-Thc audit objection has not been admitted by the Ministry 
and hence question of taking corrective action does not arise. 

2.11 (a)5-The amount or_ Rs. 27,670 has been realised. 

2.ll(a)6-M/s. 1/afi Elektra 

Demand for Rs. 27,525 has been confirmed by the Jurisdictional Asstt. 
Collector and realised. 
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:2.11 (b) (i) The Asstt. Collector concerned has confirmed the demand 
!for Rs. 6,23,378.72. The assessee has filed an appeal to the AppeJlate 
Collector, Bomooy which is pending decision. 

2.11 (b )(ii) The demand was confirmed by the jurisdictional Asstt. Col-
lector but the assessee has filed a writ petition in Karnataka High Court 

.and the matter has become sub-judice. 

5.3 While introducing this scheme of duty relief the Finance Minister 
in his budget speech for the year 1978-79 had stated: 

"First of all, consistent with the policy of the Government to en-
courage the small manufacturer and to widen the entrepreneu-
rial base in the country, I propose to provide sufficient reiief to 
small manufacturers so as to enable them to compete success-
fully with larger units. The duty exemptions at present avail-
able to small scale manufacturers are not based on any one 
pattern. Over the course of years, a number of ad /zoe con-
cessions have been given and the principles of relief have 
varied very widely. In defining the small units, a variety of 
formulae have been adopted, such, as value of clearances per 
annum, quantity of clearances per annum. value of c·.1pital invest-
ment on plant and machinery, number of workers, use of power, 
-and a combination of two or more of these criteria. Keeping in 
view the need for rationalising the pattern of relief to small in-
dustries and bearing in mind the recommendations made by the 
Jha Committee, I propose to exempt all small scale units manu-
facturing specified goods, whose clearances in the preceding 
ye-ar did not exceed Rs. 15 lakhs, from the duty payable on 
the first clearance of Rs. 5 lakhs. The exemption will cover 
69 items including, amongst others, medicines, soap and rleter-
gents, paints and varnishes, household electr-ical goods, steel 
furniture, metal containers, aerated waters, vegetable non esen-
tial oils, ceramics and other items notified. This measure will 
benefit about 24,000 units currently under excise control''. 

5.4 An exemption notification was issued accord'ingly by Government 
1-•ide No. 71/78 dated 1.3.1978 allowing total exemption from duty to the 
first clearance for home consumption of specified goods upto an aggregat~ 
value of Rs. 5 lakhs cleared in a financial year by or on behalf of a manu .. 
fucturer from one or more factories. The exemption was available provid-
ed the aggregate v-alue of the specified goods cleared by the manufacturer 
or on his behalf for home con~umption frQm one or more factories during 
the preceding financial year did not exceed Rs. 15 lakhs (for the initial 
·financial year 1978-79 a lower limit of Rs. 1 3. 7 5 l6khs provided) . 
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S.S. Tho concession was liberaU.sed in 1980 when' the aforesaid exemp-

··tlon notification of 1st March i 978 was replaced by exemption notification 
·No. 80/80-CE dated 19.6.1980. Under this notification, in addition to 
:the total exemption in respect of the first clearances of the aggregate value 
cf Rs. 5 lakhs, a partial exemption to the extent of 25 per cent of duty 
was allowed in respect of the next clearance of specified goods Of an aggre-
gate value not exceeding Rs. 10 lakhs. 

5.6 In 1981, the concession was further Iiberalised, when under exemp-
tion notification No. 50/81 CE d•ated 1st March, 1981, the limit of clear-
ances for total exemption was raised from Rs. 5 lakhs to Rs. 7.5 lakhs and 
that for partial exemtpion was brought down from Rs. 10 lakhs to R-s .. 7.5 
Jak.hs. 

5. 7 In die original notification of 1st March, 1978 the essential con-
-ditiem for the admissibiUty of the concession was that the aggregate valuei 
of all clearaaces of specified goods in the preceding fina.':lcial year should 
not exceed Rs. 15 lakbs. There was nothing to prevent even large mana-
facturers to avail of this concession in respect of their clearances of specified 
goods. The Committee understand that Audit did in fact come across a 
number of cases where this concession meant for small scale sector was 
availed of by large scale units whose investments in pla':lt and machinery 
ranged upto Rs. 47 crores and whose total annual turnover varied upto 
over Rs. 116 crores. To plug this loophole the notification of 1st March, 
1978 was amended vide notification No. 141/79-CE dated 30-3-1979 which 
introduced another COilldition to the effect that in the case of an excisable 
goods falling under more than one tariff item. the concession would .not be 
·available to a manufacturer if t~ a~egate value of all excisable goods 
cleared by him or on his behalf fm• home consumption from one or more 
factories during the preceding financial year had exceeded Rs. 20 laklts. 

5.8 The Committee understand that the Audit pointed out in Decem-
ber 1980 that even this amendment was not adequate in so far as this over-
all limit of Rs. 20 lakbs would still not exclude a large manufacturer ~ho 
nur.mfactures specified goods falling under only one item of the tariff alone 
with ofher non-specified goods. It was also pointed out by Audit at the 
same time that earlier, While giving an a.~J~us concession under tarHf 
Item 68 vide notification No. 176/77-CE dated 18-6-1977, the benefit hacl 
been denied to large manufacturers throu~h the simple device of 11l11king 
the concessioa conditional on the total value of all clearances of excisable 
goods by the manufacturer or on bis behalf in tile precediDg fillancial year 
not exceedhag Rs. 30 lakhs. 

3684 LS-3. 
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5.9 1be relevant condition was amended further in the amending. 
notification No. 50/81-CE dated 1st March 1981 to provide that the con-
cession would not be admissible where the aggregate value of clearances 
of all excisable goods by the mn.nufacturer or on his behalf for home con-
sumption from one or more factories during the preceding financial year 
bad exceeded Rs. 20 .lakhs. 

5.10 It is clear from the above recou.ntal of events that, to say the least, 
there was a gross negligence in the drafting of exemption .ootifications. It 
is amazing that a concession specially designed to encourage small lnanu-
facturers shOuld be embodied in a notification having no definition of a 
"smaO manufacturer''. This is an the more painful when viewed jn the 
context of the fact that the ncl·d for stipulating an overall Iindt on clear-
ances of all excisable goods in such cases was .not unknown or unrc:l1ir.ed 
at the relevant time; it had, on the other hand, been earlier p.m·idcd for 
iD 1977 in an exemption notification giving an analogous concession under 
taritf item 68. The Committee are unable to find any excuse whatsoever 
for this initial failure to provide for an overall limit on the agwef,!ate clc:u-
ances of all excisable goods without "·'hich it should have been apparent 
that the concession could be Rl'Riled of by all manufacturers. big or small, 
in respect of clearances of specified· goods. 

5.11 The manner in which piecemeal amc.ndments have been carrit>d 
out StJbsequently to the co.ndition designed to limit the concession tu ~mall 
manufacturers leaves room for doubt about t'he bonaridcs of the action 
taken. The amendment made in March 1979 still J~ft the gap open as 
pointed out by Audit in December 1980. Even the subseque'llt amend-
ment of March 1981 does not adopt the sfunple formula of the 1977 noti-
fication which placed the limit on the basis of the a~grt.>J!afc ~aloe of all 
clearances of excisable goods, and not only those for home cn.nsumption. 

5.12 The Committee cannot help the feeli.ng that this concession ex-
pressly designed for small scale manufacturers was extended to the Ja~e 
scale sector through the device of defective drafti.!lg of the exemption nofi.. 
fication. The amendments were only haltingly carried out at every stagt.~ 

of criticism so as to plug only a little of the loophole every time leaving 
much of the gap open. The Committf'c would strongl)· rccnmmend that 
this matter should be thoroughly investingated so as to fix rc~.p()nsibiJity 

for the repeated lapses in duafting notifications resulting in unintended 
benefits to l&rRe mt.'GIIfacturers to the detrime-nt of re\·enue. 

5.13 'l1le Audit Paragraph points out twenh•-.fhree cases in whcih Irre-
gular concessions \\'ere allowt"d wbich did not flow even from the defective 
notifie'Btions. In a number of cases the cxemptio.':ls were allowed e'en 
where fhe aggregate value of the base clearances of specified goods in the 
preceding finBIDCial year exceeded t'he stipulated limit. In many other-
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cases the initial limit of Rs. 5 lakbs to whi~b aloo.e the ~oncession was ad-
missible was i~orre~.tly ~omputed either by including therein dearan~es 
exempt under other notifications or clearances meant for ~aptive use or 
for other reasons. The Mfrmstry of Finan~e have admitted the objedions 
iD tweny-one of these cases. In ten cases the short levy of duty is stated 
to have been realized, in six cases the matter is either in the p~ess of 
adjudkation or realization, three ~ases are pendklg in appeal and two ~uses 
are sub judice in High Courts. The Committee tru.\1 that all these cases 
would be properly followed up by the Ministry of Finance. 

5.14 As for the two t.."ases which are not a&mitted b)' the Ministry of 
Finance, wltile on merit~ the poidtts may be sorted out by Aud1f and the 
Ministry of Finanee, the Committee cannot but express regret at the fact 
that the Ministry of Finance had failed to give any replies to flle draft audit 
paragraphs L':l these two ~ascs before the printing of the Audit Report even 
though those draft parag .. aphs had been sent to t!Kmt in September 1980. 
The Committee would like to reiterate the recomm~ndation made in Para 
1.46 of their 67th Report (Seventh Lok Sab'ha) to the effect that the Minis-
try of Finance must ensure tb:-~t replies to draft audit paragraphs are sent 
well n·ithi.!l the prescriht.•d period. 
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PATENT OR PROPRIETARY MEDICINES 

6.1 Audit Paragraph: By a notification deted 8th October, 1966 as 
amended, the manufacturers of patent or proprietary medicies 'falling under 
tariff item 14E were given the option to have the assessable value fixed at 
prices specified in the price lists for sale to retailers less 1 0 per cent dis-
count or retail prices specified in the price lists less 25 per cent discount, 
such price lists being the price lists referred to in paragraph 8 of the Drugs 
(Price Control) Order 1970 issued under section 3 of the Essential Com-
modities Act 1955. 

Three Pharmaceutical factories in three collectorates manufactured, inter 
alia, medicines in special packs with distinct markings for exclusive sup-
ply to Government departments like hospitals. Central Government Health 
Scheme, etc. Assessment in respect of such packs for which speci-al prices 
were charged, was done after deducting the ad h'oc discount of 25 per cent 
from these prices. Such deduction was not admissible as the prices of 
hospital packs were neither covered by the Drug (Price Control) Order 
1970, nor were such packs sold to consumers. This resulted in shor! levy 
of duty of Rs. 3,58.887 during the period 1st January 1978 to 30th Novem-
ber 1979. 

These cases were reported to the Ministry o'f Finance in August and 
September 1980; replies are awaited (December 1 980). 

[Paragraph 2.16 (a) of the Report of the Comptroller and Auditor Gen-
eral of India for the year 1979-80, Union Government (Civil), Revenue 
R ccei pts, Vol ume-1-Indirect Taxes] . 

6.2 The Ministry of Finance in a written note to the Committee dated 
27.11.1981 stated: 

"Show cause-cum-demand notice for Rs. 1 ,32,002. 78 for the period 
1-1-1981 to 31-7-1981 has been issued against M/s. Searle 
India Ltd., Thana, and the same is under process of adjudica-
tion. 

Demand for Rs. 24,009.89 for the period January-October. 1979 and 
for Rs. 13,753.68 for November. 1979 was raised against M/s. 
German Remedies Ltd. Andheri a·nd the same is under process 
of adjudication. 
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Demand for Rs. 6,226.63 against M 1 s. Samith Klin and French 
Indio. Ud., Bangalore has been raised and is under process of 
adjudication". 

6.3 The Committee understand from Audit that i,n their reply to the 
draft paragraph in respect of the case o'f M/s Smith Klin and French India 
Ltd., Bangalore, the Ministry of Finance had. stated:-

"lt bas been stated by the ColJector concerned that the irregularity 
was within the knowledge of the department and the internal 
audit party had in their Audit Report No. 79/79 dated 9.7. 
1979 pointed out the same. It has also been reported that 
the actual short levy oil verification is Rs. 6,225.63 as against 
Rs. 2,26, 793 pointed out initially". 

6.4 According to Audit the objection in this case covered a large num-
ber of clearances made between 1st March 1978 to 31st August 1979. 
The Internal Audit had pointed out a short levy of only Rs. 254 in respect 
of a clearance of May 1979. 

6.5 The short levy of Rs. 6,225.63 mentioned by the Ministry of 
Finance related to 32 cases only. According to Audit there were at least 
73 more cases for the period 1977-78 to 1979-80. The Ministry had 
also not taken into account 'veterinary preparations' cleared during the 
same period. The total short levy would. therefore, be much more than 
that indicated by the Ministry. 

6.6 A similar case of underassessment was also pointed out in para-
graph 35(c) of the Report of the Comptroller and Auditor General of India. 
for the year 1977-78-Union Government (Civil). Revenue 'Receipts-Volu-
me I Indirect Taxes. The Committee understand from Audit that the! 
Ministry of Finance in reply to audit paragraph had stated as under:-

"The objection raised in the draft para is similar to the objection 
raised in draft para No. 6/70-71. comments in respect of which 
were forwarded under this Department's F. No. 332/14/71-
CX 7. The technical issues raised by the Audit have been 
referred to the Ministry of Petroleum and Chemicals for ~:x

amination and their reply is awaited". 

The Committee learn from Audit that the final decision o'f the Govem-
ment in this regard is still awaited. 

6. 7 The Committee regret to observe that in spite of such mistake.' 
having been pointed ont earlier both by Revenue Audit and lntemal Audit 
IIese have continued to occur. Apparently sufticient attention is nn-t 
being paid b~, the departmental authorities including lntemal Andit to tht' 
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examination of tbe· assessment records relating to medicines cleared under 
eontract prices. Tbe fact that in their reply sent to the Committee in 
respect of the third case M Is Smith Klin and f!'rench India Ltd. Bangalore, 
tbe Ministry of Finance covt..'l'ed o.~dy a small portion of the underassess-
meot poiated out in audit is also indicative of a vel)· careless attitude. TI1e 
COJDIDittee would r~ommend that the failures of the derartme.ntal autho-
rities in these cases should be thoroughly investigated and respousibllity 
fixed. The Committee would like to be informed of the details of inves-
tigation aDd action taken as a result thereof. 

6.8 The Committee would also suggest that in the interest of revenue 
aud to al'Oid recurrence of such cases, Government should issue clear cut 
illstructions wbeDever any scope or misuse of concession is brought to 
light The Committee expect thnf nl.'Ccssary instructions in this ca'ic will 
be issued by the Central Board of Excise and Customs. 

6.9 The CoouniUee also feel that it i~ not unlikel~ that similer cases 
of UDderassessment in respect of other medicine manuf:.H.·tarin~ units might 
have occurred in other Collectorates as well. The Committee would~ 

therefore, suggest fhat the position in this regard ma~· be ('hl.-ckcd up in all 
tbe coBcctorates, remedial action takoo, wherever nece.,~ary, an:J tl1e 
Committee apprised of the results thereof. 
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STENCIL PAPER 

7.1 Audit Paragraph With effect from 16 M-arch 1976, paper board 
and all kinds o[ paper other than printing and writing paper subjected to 
~arious treatments sucb as coating and impregnation, are assessable to duty 
under tariff item 17 (2). 

A unit manufacturing stencil p.1per by coating paper with chemicals 
paid duty on stendl paper under tariff item 68 instead of tariff item 17(2). 
On the incorrect classification being pointed out in audit, the collectorata 
issued show cauqe notices in May and June 1980 for the payment nf diff-
erential duty amounting nearly to Rs. 9.29 lakhs for the clC"J.rances mad~: 

during the period 25th September 1979 to 29th February 1980. Infor-
mation about the action taken for collecting the differential duty due for 
the earlier period 16th March 1976 to 24th September 1979 ic; awaited 
(July 1980). 

The Ministry of Finance have accepted the facts as subsrantiany corr~ot 
!(December 1980) 

[Para 2.34 of the Report of the Comptroller and Auditor General of 
India for 1979-80 l"nion Government (Civil) Revenue Receipts Volume 
1. (Indirect Taxes) relating to Union Excise duties]. 

7.2 In reply the Ministry of Finance in their note to the Committee 
dated 18-12-1981 stated: 

"The assistant Collector concerned demanded (treating the demand 
from 25-9-1979 to 22-ll-1979 as time barred) differential 
duty for the period from 23-11-1979 to 31-12-1979. amounting 
to Rs. 2,39,360.45 in his order dated 29-12-1980. With 
reference to show cause notice dated 22-8-1980. for payment 
of Rs. 6.61.988.89. The party had gone in appeal and the 
Appellate Collector has allowed the appeal with consequential 
benefits. In regard to show ~:alJISe notice for January. 1980 
for Rs. 1.28~638.75 the same was confirmed by the Assistant 
Collector on 13-9-1980 the Appellate Collector has alJO'.\·cd 
the appeal. In regard to show cause notice of February 1 Y80 
for an amount of Rs. 1.38.279.RO confirmed by the Assistant 
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Collector, the appeal has been allowed by the Appellate Col-
lector on appeal. Similarly the demand for Rs. 95,781.24 
relating to March 19·80 was also confirmed but the same was 
allowed on appeal by the Appellate Collector. Another show 
cau'Se notice relating to April 1980 for Rs. 1 ,42,307. 73 is 
pending adjudication.'' 

7.3 Prior to 16-3-1976 all paper and paper boards were categorised 
illto four sub-items under tariff item 17 as under:-

Description 

1. Cigarette tissue 

Tariff· rate of duty 

Rs. 3.00 per kg. 

2. Blotting, toilet, target, tissue other than 
cigarette tissue, teleprinter, type-writing 
manifold, bank, bond, art paper, 
chrome paper, tubsized paper, cheque 
paper, stamp paper, cartridge paper, 
waxed paper, polythlene coated paper, 
parchment and coated board (including 
art board, chrome board and board for 
playing caros) Rs. 1.20 per kg. 

3. Printing and writing paper, packing 
and wrapping paper, straw board and 
pulpboard, including grey board, cor-
rugated board, duplex and triplex 
boards, other sorts 90 paise per kg. 

paper-4. All other kinds of paper and 
board, not otherwise specified Rs. 1.20 per kg. 

7.4 From 16-3-1976 the tariff was revised to provide for only tW() 

sub-items as under:-

Description Terifl rate of duty 

1. Uneoated and coated printing and 
writing paper (other than poster paper) 30 per cent ad vulor£'1fi 

2. Paper board and all other kinds of 
paper (including paper or paper boards 
which have been subjected to various 
treatments such as coating, impregnating, 

corrugation creping and design print-
ing), not elsewhere specified. 30 per cent ad W1/orem 



33 
' . 

. 7 .s Tile. Committee le~m from Audit that in their reply to the draft 
paragraph the Ministry of Finance bad stated as under:-

"The facts stated in the Draft Para are substantially correct. It 
may, however, be pointed out that the matter regarding the 

· classification of (duplicating' stencil paper under item No. 17 ( 2) 
is sub.judice in the Calcutta High Court. In this connection, 
attention of audit is invited to the comments furnished by this 
Ministry vide F. No. 232/226/80-CX 7 dated 11th December, 
1980 in respect of the draft audit para No. 129/79-80." 

7.6 The Ministry of Finance in reply to draft audit para No. 129 /79-80* 
laad stated: 

"The objection raised by Audit is prima facie correct. 

The classification of 'Carbon' paper' and 'Stencil Paper' as articles 
of stationery falling outside the purview of Item 17 of Central 
Excise Tariff was confirmed by the Board under Tariff Advice 
No. 45/76 dated 12-2-1976. As position had changed after 
the Budget of 1976, Item 17{2) covers coated varieties of 
paper specifically. 

The issue was discussed in 5th East Zone Tariff Conference on 
14-8-1978, and it was held that if the intermediate product 
does not come to the market to be bought and sold it was not 
excisable; when audit was informed there was fresh objection 
on 'Stencil Paper', on similar grounds. 

The Board after discussing the issue in I Oth South Zone Tarift 
Conference held on 21-8-1979 isslll;!d Tariff advice No. 40 j79 
dated 25-9-1979 that coated varieties of paper would be liable 
for classification under item 17(2). Specific instructions were 
also issued to classify Stencil Paper under Item 17{2) by the 
Boards in its Circular No. 1/80 dated 30-6-1980. 

A,ction taken by the field officers to reclassify Stencil Paper under 
Tariff Item 17(2) resulted in a Writ Petition in the High Court 
at Calcutta. The High Court 'has since issued a Rule aad 
interim order of injunction of 9-9-1978 reviving classificatioa 
of stencil paper under Tariff Item 68. 

The matter is sub-judice." 

7.7 The Committee further understand that the Central Board of Excise 
and C~stoms in their tariff advice No. 25/81 dated 27-2-1981 (Append"tt 

•Not featured in the Audit Report. · 
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1V) clarified that Stencil Paper and duplicating Stencil Paper are two tis-
tinct products classifiable under tariff item 17(2) and tariff item 68 res-
pectively. 

7.8 Tile Committee are constrained to observe that consequent upoa 
s1ruetural daanges made in tariti item 17 ldth cftect from 16-3-1976 no 
steps were bken to r-eview the instructions of the Board of February 1976 
to see that it is :._ J: in conftict "·ith the changes made. The Committee 
would like to know ·. there is a s~·stem to review put tariff advices/instrllc· 
tiom ha the light . changes made in tariff structure and if so what. T'be 
Committee wool~ in particular like to know the circumstances in wbicb 
file. Board's clarificatio~ of February 1976 could not be revic"ed resulting 
in loss of ~venue to the tune of bkhs of rupees. 

7.9 The bask issue was discussed in a Tariff Conference on 21-8-1979. 
The Central Board of Excise and Customs took more than 9 months 
thereafter to issue specific instructions on 30-6-1980 to classify Stencil 
Paper under tariff item 17(2,. The Board took another 8 months to clarify 
that 'duplicating stencil paper' and ·stencil paper' are two difie.-ent <·ommo-
dities classifiable under two different tariff items viz. tariff item 68 and 
17(2) respectively. The Committee cannot but deprecate the delay on the 
part of the Board to decide the classification of duplicating stencil paperl 
stencil paper particularly when the misclassification had been po~'!lted out 
by Audit even in October 1978 and April 1979. The Committee would, 
like the Ministry of Finance to inve~1igate the reasons for this inordinate 
·delay and apprise the Committee about the result~ thereof. 

7.10 The Coanmittee are also constrained to observe that in rhe parti-
·cular c11e the question of the classifia:.tion of stencil paper under tarift 
item 68 instead of tariJI item 17(2) was raised b~· Audit in April 1979, but 
action to issue show cause notice was taken by the department only in May 
1980. 11ae inordinate delay resulted in the demands prior to 23-11-1979 
beeonaiag time barred. The time barred demand for the ;period 25-9-1979 
to 22-11-1979 alone l'\'orks out to Rs. 4,22.628 in this case. The Com-
mittee would like to know the precise loss of revenue for the period 
16-3-1976 to 24-9-1979 and also the reasons for the delay. 

7.11 Tbe Committee apprehe.nd that similar cases of mi'iel~si.fication 

ef steadl paper might have occurred lq other units also. Tbe Committee 
would, lberefore, suggest that tbe position sboold be checked up In aD die 
<"oftectorates and tbe results thereof intimated to them. 
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7.12 The Committee find that tbe Ministry have not only admitted the 
·objeetion but have also issued instructions on 30-6-1980 regarding d•si-
fication of stencil paper under tariff item 17(2). The AppeJiate Collector, 
however, set aside the demands for the period 23-11-1979 to March 1980. 
The show cause notice relating to April 1980 for Rs. 1,42,308 is pending 
adjudication. The Committee would like to be apprised of the precise 
grounds on which the8e demands were set aside by the AppeBlte CeiJector. 
De Committee would also Uke to know whether the case has been COD• 
sidered for fiUng a revi~w application to the next AppeBate Authority. 



···-.:~ vm .- ... ·......-
CESS ON JUTE YARN AND TWINE 

8.1 Audit Paragraph: Under a notification dated 25th February 1976,. 
cess at different rates was leviable on all the jute manufacturers wilh 
effect from 1st March 19 7 6. In their letter dated 19th April 1977, tbc 
Central Board of Excise and Customs clarified that cess should be levied 
on jute yarn or jute twine consumed within the factory Of production for 
the manufacture of jute goods. 

lt was noticed in audit that four jute mills did not pay cess, whereas in 
the cess of a fifth mill demand raised was based on the weight o[ finished 
goods and not on the weight of the yam /twine used in their manufacture, 
thus leaving the goods lost as processing waste unassessed. The total short 
collection of cess for the period March 1976 to December 1979 was Rs. 5. 75 
lakhs. When the om mission was pointed out, the department stated ( Ju1)' 
1980) that- in two cases demands were being raised; reply in two other 
cases was awaited (August 1980). In the fifth case a supplement-ary 
demand for Rs. 7,821 was raised (August 1979). 

The paragraph was sent to the Ministry of Finance in September 1 <.J~O; 
reply is awai~ed (December 1980). 

[Pamgraph 2.42 of the Report of the Comptroller and Auditor Geneml 
cf India for 1979-80 Union Government (Civil) Revenue Receipt Volume 
1-Indirect Taxes relating to Union Excise Duties]. 

8.2 In reply the Ministry of Finance in their note to the Committee 
dated 18.12.19 81 stated as under: 

(i) M fs. Nellimarala Jute Mills, Nellimarla. In this case the m~at
ter was adjudioatoo by the Asstt. Collector and necessary de-
mands covering the period pointed out in the Draft Para wet'! 
raised. The Party went in appeal and the Appellate Collector 
has upheld the Asstt. Collector's contention but the demands 
are restricted to the period of six months immooiately proceed-
ing the date of receipt of show cr-.tUse notice. However action 
is presently being taken to collect the short levy. 

(ii) East Coast Commerical Co., Ltd. Vizianagaram. The m':ltter 
was adjudicated by the department and necessary demands· 



covering the period pointed out in the oaudit were raised. The 
Party went in appeal against the cess demanded for the 
~riod from April 1976 to Decem~r 1978. The Appc)late 
Collector has upheld the A.sstt. Collector's orders but the Qe-
mands are restricted to the period Of six months immediately 
preceding the receipt of the show cause notice. The Depart-
ment is taking steps to realise the short-levy. 

(iii) M/s. Chittivalasa Jute Mills, Ltd. ChittivaJasa. In this case, the 
matter was originally adjudicated by the department. The 
Party went in appeal and the appeal went in party's favour 
The department bas approached the Government of India for 
reviewing the appellate decision. Show cause notice has been 
issued by the Government of Ind~ in this case and the final 
decision is awaited. 

(iv) M js. G('nerallntlmtiral Society Lttl., Vizian~aram. The matter 
has been adjudicated by the department and demands covering 
the period pointed out in the audit were raised. The party 
preferred an appeal to the Appellate Collector and the Appellate 
Collector upheld the orders of the Assistant Collector but the 
demands are restricted to the period of six months immediately 
preceding the date of receipt of show cause notice. Action is 
being taken to collect the short levy. 

(v) Mls. Ea.'l: India Commercial Co. (P) Ltd., Eluru: Demands we-re 
issued for the short levies involved. The party filed a writ peti .. 
tion in the High Court of Andhra Pradesh ~nd obtained stay 
order. This covers the peri<Jd from 1.3. 76 to 31.12.1980. 
The writ matter has not so far come up for hearing. 

• 8.3 Tht! Committee understand from Audit that a cess at the rate of 
Rs. 3. 75 per metric tonne wa~ imposed with effect from 1.3.1976 on sak-
ings, .iute twines and yarns by a notifiootion of 25th February 1976 l!nder 
the Industries (Development and Regulation) Act, 1951. It was later 
clarified hy the Central Board of Excise and Customs in consultation with 
the Ministry of .Commerce in their letter F. No. 262/4/76-CX 8 dated 
19.4.1977 that unless an<.l until section 9( 2) and Section 30 of the Industries 
(Development and Regulotion) Act. 1951 were amended to provide for 

exemptions. no exemptions from the levy of cess could be granted so that 
jute yarn or jute twine produced and consumed within the factory of produC-
tion in th1· manufacture of other jute products would also be subjected to 
the lt>vy of cess. 
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8.4 The CoiiiJBittee observe that in spite of clear instructions of the· 
Board of 19th April 1977, the Central Excise Department raised no de-
mands in the case of foiU' assessees for the cess due on the ·jute yam and 
twine used for captive consumption till the issue was raised by Audit. In 
the fiftla case the demand raised was based on the weight of the final 
finished product manufactured ignoriug the weight of yam/twine issued 
for manufacture but wasted in the tProcess. The five mses alone revealed 
noa..Jevy of cess to the exte11t of Rs. 5.75 lakhs. 

8.5 The Committee note that in three cases the demands have be~n 

restricted by the adjudicating officers to a period of six months immediately 
preceding the date o[ receipt of show cause notice. The delay on the part of 
tile departmental officials to l!lise demands against the assessees bas thus 
resulted in loss of revenue of about . Rs. 5 lakbs due to the demands 
becoming time barred. 

8.6 The Minist~· of Finance have not indic~1ted in bow many othtr 
cases similar default occurred and ''ith what results. The Ccmmittce "·ould 
like the Ministry to review the po~ition in aU cases and report the results 
to the Committee together with the ~action taken to avoid such defaults 
iD future. · , 

8. 7 The Committee l\ould also like (;ovcl'nment to investigate '"hy the 
ln~ction Groups and Internal Audit Parties of the Central Exci~e depart· 
ment could not detect the non-le''Y of cess on jute yarn and twine in the 
cases mentioned in this paragraph, The Committee are constrained to 
obse"e that des11itl' their earlier re~ommendations on the subject. the 
efficiency of Internal Audit hi the CcntnJI Excise department bas not shown 
any signs of improvement and a very large number of such simple mis· 
takes/lapses continue to be detected in the test check conducted by Reve-
nue Audit eSjpCCially when there are new or additional levis through the 
•lUal budgets or otherl\ise. This is a very sorry state of affairs and the 
Government must give more serious tbought to this problem and 'by down 
suitable guidelines to make sure that such lapses do not occur in future .. 



IX 

EXf..-~SS REBATE ON SUGAR EXPORTED 

9.1 Audit Paragraph: Government by notifications issued from time 
to time, announced rebates in duty on sugar produced in excess over that 
produced in the base period. As soon as the excess production is determined, 
the amount of rebate allowed is credited in the personal ledger account of 
the factory in anticipation of the clearance of such sugar. The amount of 
rebate is to be adjusted against the payment of duty at the time of clearance 
of such sugar at fuJI rates. 

A sugar factory in a collectorate, was allowed rebate in duty at the rate 
of Rs. 20.00 per quintal on sugar produced during the period December 
1972 to Febmary 1973 in excess of 115 per cent of the sugar produced 
during the '--orrcsponding base period from December 1971 to February 
1972. It was noticed in audit in April 1977 and April 1978 that 6,858 
quintals out of the ~xcess sugar produced in February 1973, was exported 
under bond without payment of duty, and a mm of Rs. 1,37.160 had been 
Bllowed as rebate thereon also. 

Similarly, uuring 197 6-7 7 season also the factory was allowed rebate 
on 3.464 quintals of excess sugar produced during the period October 1976 
to November 1976 and on 46.023 quintals of excess sugar produced 
during the period December 1976 to Scptcmher 1977. out of which 103 
quintals and 1,3 77 quintals respectively were exported under hond without 
payment of duty and rebate aggregating to Rs. 4 7.366 had bc.:n allowed. 
Since. no duty was paid on sugar exported out of excess production, the 
rebate given in advance to the extent of Rs. 1,84.526 was inadmissible. 

The Ministry of Finance have admitted the audit objection (December 
1980.) 

[Paragraph 2.47 (a) of the Report of the Comptroller and Auditor General 
of India for the year J 979-80, Union Government (Civil). Revenue Re· 
ccipts, Volume T-Indirect Taxes] 

9.2 In a note dated 18th December 1981. to the Conun: llcc tht! Minis-
try of Finance stated: 

"Necess·ary demands have been raised and efforts are being made to 
· realise the same". 
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9.3 Dealing wit~ the question of grant of double concession to the 
iiugar factories in respect of sugar removed for export, the Public Accounts 

· .commi~tee had in Paragraph 4.37 of their 155th Report (Fifth Lok 
.Sabha) observed: 

"It is distressing that the Ministry of Finance should have remained 
ignorant of this extra concession till it had been pointed out by 
the Committee. That such a concession should have been 
a11owed all these years over .and above a full refund of the 
excise duty and the additional subsidy given to the industry in 
the form of recoupment of export losses, which amounted to 
Rs. 89 crores till 1972, is a matter which causes concern to 
the Committee". 

· 9.4 The Ministry of Finance in their Action Taken Note dated 22nd 
September, 1975 ood, inter a(ia, stated: 

"It is ascertained that normally sugar is being exported in bond 
only. If, however, any sugar from excess production were to 
be exported on payment of duty, then in respect of su'Ch 
sugar also an advance credit to the extent of the concession 
under the relevant notification would be admissible, provided 
that, in terms of the rebate scheme, such sugar is cleared on 
payment of duty at fulJ rate. On final export of such sugar, 
refund would be admissible to the manufacturer of the full 
duty paid at the time of clearance from the factory, less such 
amounts as have already been allowed to him by way of 
advance credit. 

It has been ascertained from the Ministry of Agriculture, however, 
that by and large the question of sugar mills delivering sugar 
for export out of their excess production does not arise. 
According to that Ministry the export quotas should normally 
be well within the base level production of the sugar mills and 
would not affect their excess production rebate entitlements". 

9.5 Emphasi1Jng that the rebate of excess production on sugar export-
-ed should not be granted, the Committee had in paragraph 1.25 of their 
30th Action Taken Report (Sixth Lok Sabha) reiterated: 

"It hardly matters whether the exportable sugar is drawn from the 
base level production or from the excess production as a result 
of the rebate as long as such a quantity is accounted for in the 
total production of the mill for the purpose of excise rebato 
entitlement. 
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The Committee would like to have a categorical assurance from 
Governmeat that this point has been taken into account while 
granting refund of the fyll duty paia on the exported sugar 
less such amounts as have already been allowed by way of 
advance credits. on account Of e~ise dpty rebate". 

9.6 The Ministry of Finance in the Action Taken statement furnished 
on 20th September, 1978 had stated. · 

"Instructions have since been issued to all Collectors of C~al 
. EXcise. to ensure compliance with the observations made by 

the ·commi#ee''. · 
9. 7 The Committee are perturbed to note tllllt ":espite their earlier 

recommeDCbtions on the subject, this irregularity is still persisting. Ill fbe 
Audit RepOrt, 1~)75-76 (Paragraph 40), 1977-78 [Paragraph 92(i}] and 
lt'78-79 [Paragraph 48(b)l suclh cases of excess grant of rebate to sugar 
factories OD • ~xported were Commeatetf upon.' Tile Ministry of Fin• 
aace had admitted the objectioDS 1311~ had stated that necessary iDStructiolis · 
bad been issued to aD Collectors of Cefttral Exdse. The COIDIIIittee • 
UDiaappy to note that the Excise Oflicers continue to default in checkillg 
~ the sugar. in question hBd bee~ exported and continue to pass ·die· 
~ ~ incorrectly. 1be Committee desire that necess8ry ·adioa 
sllould be taken against the ofti.een concerned for their negligeD.ce. 

9.8 Tbe Committee would also like Government to analyse the reasons 
for SUdl ~ Irregularities and to pre a serious tllougld to tile .problem 
a lay dcnnl suitaiJie guideliaes to make sure tlut sD£1t in'egularities do 
not occ:u.r in future. 

9.9 1be Committee would further suggest that Government should 
review carefully al rebate claims. of excess. procloction of sugar unit .• 
~ the JUt live yearS to determine . boW far these involved dodle 
coacession to sugar factories on this cou~:~t.· 'ibe Committee Dm)' be appris-
ed of the results of such a review -with d;tails about tbe base level produc-
~~ an~ extCSs IH"o~nction of c.Jc~ sugar producti~n una nnd rnch 
~ claims ~de by re!fedive oBits and granted by ExciSe Otlicers. 

3684 LS- 4. 
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EQUALISED FREIGHT 

10.1 Audit Paragraph: Under section 4 of the Central Excises an<f 
Salt Act, 1944, in cases where valUe forms the basis for assessment, such 
value shall be deemed to be the noi'Irial ·price· at which goods are ordinarily 
sold in the course of wholesale trade for delivery at the time and place of 
removal. Where thOSe goods are sold by the assessee· at different prices 
to different classes of buyers (not being related persons), each such price 
shall be deemed to be the normal price Of those goods in relation to each 
such class of buyers. The Ministry .of Law, Justice end Company Affairs. 
clarified in March 1976 and.July 1976, that dealers of different regions to 
whom goods may· be sold at different. prices, constitute different classes of 
buyers and that when the price is inclusive of equalised freight, no deduction 
is permissible to arrive at the assessable wlu~ . 

....... .. .. 
The term •equalised freight' has not been defined iJ?. the Act or Rules but 

has been clarified by the Central Boar~ of Excise and . Customs in their 
letter dated 9th December, 1969, which envisages the sale of the product 
throughout the country. 

A unit manufacturing motor cycle~jscooters, reco'/ered freight charges on 
the clearance of vehicles for deliveries to various st>ations, including the 
place of manufacture. These charges were uniform for each station and 
were more than those actually paid by the unit to the transporter. 1 he 
assessable V'alue was, however, fixed without taking into account the freight 
charges. This resulted in fixation of lower a.Ssessable value and consequen-
tly resulted in short levy of duty. A show cause notice for payment of 
differential duty of Rs. 58,233 for the period 1st October, 1975 to 15th 
August, 1976 issued by the department was pending adjudication even after 
more then three years. The unit stated paying duty from 24th May, 1979 
after adding Rs. 40 per vehicle as freight charges in the assessable value-. 
No action was, however, taken by the department to mise demand of R.s.. 
4,80,400 in respesct of clearance during the period 16th August, 1976 to 
23rd May, 1979. 

On this being pointed out in Audit (February 1980), the department 
issued a show cause notice for the said amount in May 1980. Furtbcr 
progress is awaited (June 1980). 

42 
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Tho puqraph was sent to the Ministry of Finance in July 1980; reply 
ia awaited (December 1980). 

[ParagraJ?h 2.54(a) of C&AG's Report for the year 1979-80-Union 
Oovemment (Civil) Revenue Receipts...Vol. !-direct Taxes].· 

10.2 The Ministry in a note dateq. 27-11-1981 to the Committee 
stated: ·· 

"Dem.aD:ds for Rs. 58,233 for the period 1-10-75 to 15-8-1976 ·and 
Rs. 4,80,400/- for the period August, 1976 to May, 1979 are under 
process of adjudication and the same are being expedited". 

10.3 The Committee nofe that the cktmautd for Rs. 58,233 raised 
apimt M/s Escorts Ltd. (Motor Cycle Dhision) FaridabMI is still peadblc 
adjudlc:atioa even after a lapse of five years. Tbe Committee desire that tbe 
Ministry of FiDaDce sboald enquire into the precise reasous for such lnonll-
nate delay in fiDalising this case and a~rise the Committee of the SlUDe. 

10.4 The Committee are also concerned at the avoidable delay of over· 
3 years in raisiag the demand for Rs. 4,80,400. The Committee feel that 
alter the issue of the show cause notice in September, 1976, this irregula-
rity should love been set right and not alowed to persist for Audit . to 
poiDt if out. The Committee would, therefore, like to know the reasons for 
not issuing this demand before it was pointed out by Audit. 

10.5 11ae Committee further observe from the information flll'Dished 
by the Ministry of Finance dlat there are several other cases reported in 
tile various paragr•J. of the Audit Report as given in the Appendix V, 
where the demands have been pendin~ adjudication for long periods of 
time. The Committee suggest that the Ministry of Fimnre should find out 
tile basic reasons for such inordinate delays aud devise etledive measures 
to eD8Uf'e that the adjudication proceedings are not allowed to drag oa 
umaec.euarlly. Govemment may also co11~ the desirability of fiDDI 
80IDe reasonable time limit witllin wblch 13dju&lication proceedlnp should 
he laaUted. 

NEW DELHI; 

March S, 1982 
PhalgUifQ 14, l90f(sika). 

SATISH AGARWAL, 
ChllirmtJh, 

Public Accounts CommJttu. 



F. No. 442!2J73-Cus. IV 
<Joverntri~nt· of' 1~' 
Mililstty ot· Finll1Ce . 

APPENbiX I 

Department of Revenue & Insurance 
New Dei&i, dated the 14th February, 1975. 

From 

H. Nar~yan Rao, 
Under Secretary to the Govt. of India. 

To 
The, Collector of Customs, 
BombayjCalcuttaiCochin I Madras. 

Sub:-Procedure-Fixaticm of time-limit for submission of BjE to C.R.A. 
for Audit Instruction reg. 

Sir, 

I am direcleti to re'fer to your letter No. (i) C-2170!71-IIC-1731!72jc-
T564/73 d11ted 9-8-74 (ii) 10-51 \74ldated 14-6-74 (iii) c-1 jl09]74 Cus. 
dated 10-6-74 (iv) 845jlOJ 74-IAD dated 29-5-74 on the above subject 
and to say, that it has since been decided that the Original Bills of Entry 
should be forwarded to the Customs Revenue Audit for audit purpsses 
well within a maximum period of 120 days from the Jat~ of payment of 
duty. It may please be stressed upon the staff concerned that this time-limit 
shoUld be adhered to scrupulously and that if for any reason arty batch 
of origlnal bills of entry cannot be fotwatded to the C.R.A. within three and 
a half months from the date of payment of duty the fact should be broupt 
to the notice of the concerned Deputy Collector of Customs so that it 
could be ensured that the Bills of Entry are forwaTded to the C.R.A. with-
in the time-limit of 120 days referred to above. 

It is also requested that certain time-limits may please- be fixed fryr 
movements for the Biils of Entry through the various proccssc~ in dlffl!rent 
Departments and also some checks devised to ensur~ th:11 the time-1imit~ 
referred to above are strictly adhered to. 

• The receipt of this communication may p1ease be acknowledged. 

Yours faithfully, 
Sd/-

(H. Narayan 'Rao) 
Under Secretary to the Oovt. d India,. 



APR.NDIX R· 

Copy ()f the letter F. No. 139I8I77..CX..4 .dated 3-11-1977 from Central 
Board of Excise & Customs, New Delhi (Sbri L.C. Mittal) .to all Collectors 
of Central Excise. 

I ~ directed to .say that under executive ~ons ~ued from time 
to time, it has been clarified that the intention is to charge duty in the form 
in which the excisable goods, viz., the following: · 

(i) Synthetic r~sins and articles made therefrom (Item 1 5A) of 
non-ferrous metals !i~h as Copper Alutnini~J,ll, Zinc and Lead 
where the 'Semis and manufactures fall under one and the same 
item; and 

(ii) lron, Steel Ingots and Iron!Steel Products ~hich fall under 
dift'erent items of the tariff, 

leave the factory of production. 

2. The question of providing legal cover for the "later the better'' prin-
ciple as enunciated above is under examination. Meanw!lile, it is requested 
that demands of duty' if any' issued because of the absence of legal cover 
for tbis principle, may kindly not be pre~sed for payment untill further 
orders. 

3. All concerned may please be a,dvised accordingly. 

4. The receipt of this letter may kindly. be acknowledged. 

45 



APPENDIX DI 

·. · Copy 'Of letter No. 261j2715179-CX.8 dated 22-9-1979 from Central 
Board of Exise &: Customs, New Delhi (S.D. Khare, US) to all Collectors 
of Central Exise. 

Subject: Aluminium-Reclaimed ingots-Accounting of in R.G.I.-Ins-
tructions reprding. 

I am directed to say that a doubt has been raised whether ingots obtain-
ed as intermediaries for further manufacture of alloy within the factory 
should be accounted for in R. G. I. or not. 

2. The matter has been considered in consultation with the Directorate 
of Inspection ( CustoinJ and Central Excise) . Since Tariff description of 
alwninium under Item 27 covers aluminium in any cru.Pe form, ingots ob-
tained at intermediate st::~ge are exisable and should be accounted in R.G.J. 

3. Receipt of this letter may be acknowledged. 

45 



- APPENDI'f ·IV 

TARIFF ADVICE NO. l.S/81 

F. No. 61/3/80-CX.2 
Government of India 
Central Board of Excise & Customs 

New Delhi, the 27th Feb. 1981 

To 

All Collectors of Central Excise, 
All Collectors of Customs, 
All Appellate Collectors o'f Central Excise/Cusk>ms. 

Subject: Central Excise-Paper-Item 17-Classification of Duplicating Sten-
cU under item 17(2) or Item.68_of CET. 

Sir, 

A doubt has been raised whether dtg>licating stencil paper should be 
classified under Item 68 or under 17 (2) of CET. 

2. The process of manufacture of Stencil Paper and of duplicating sten-
·ril paper reported by the Collector is as under: 

(a) Base paper ft)r stencil paper is unpasted "Eltoline'' tissue pape~ 
treated with chemical solution called melt prepared by mixing 
mitrocellulose, Ocenol, ntamine-Dioxide, Acetate, Castor OiJ, 
denatured spirit and Barium Sulphide and is passed throu&h a 
heat chamber for drying and rewinding on a roll. This pro-
duct is called stencil paper. 

• ' (b) A ··stencil is mounted on a machine called "Cross Grains Mac-
hine" in roll form with a roll of backing sheet placed under-
neath, and a roll of carbon paper interleaved in between thesel 
materials with a head strip I at the top, and gumming system for 
pasting head strip with the stencil paper and backing sheet. 
The whole process of manufacture viz. -assembling of stencil 
paper, 'backing sheet and carbon paper with a bead strip by 
pasting and cutting to sizes are done by a single operation by 
this automatic machine to produce "Duplicating stencil',· Thd 
product thus· obtained is put to "Mann's offset Printing M~-

47 
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hine" for printing the individual sheet with scale and 
other indication on the front page of stencil paper. After 
printing, the product is put to the punching and trimming 
machine for punching its head strip, and trimming of edges. 
'ibis is hOw the duplicating stencil paper is manufactured in.. 
the factory. It is then sorted, checked, and packed in boxes 
in quire for sale. 

3. The moatter was discussed in the lith East Zone Tariff Conference 
held at Calcutta on 27th to 29th January, 1981. From the manufacturing 
process, it appears that two distinct products, viz ''Stencil PaPer" and 
"Duplicating Stencil" are manufactured. 

4. The Conference came to the conclusion that duplicating stencil can-
not be considered as paper because it is a composite article consisting of 
coated issue paper carbon paper and backing paper with a head strip and 
also printing scoale and other instructions on the stencil indicating its use 
etc. Moreover, duplicating stencil is sold in sets, and is also not known 
in the trade as paper. It was· decided unanimously that such "Duplicat-
ing Stencil Paper" should be classified under Item 68 of CET. 

5. The Board has accepted the views expressed by the Conference that 
"duplieating stencil paper" will foall under Item 68. However, tissue paper 
used after coating to form a "stencil paper'' will pay duty after coating. 
with proforma credit facility under Rule 56-A as indicated under Board's 
Circular letter No. 1/80 dated 30.6.80. 

6. A model Trade Notice is enclosed for reference. 

R.eeeipt. of this Tariff Advice . may please be -acknowledged. 

·eopy· 'to: ':as iisuai. 

. -·· 

Yours faithfully. 
Sd/-

(0. Mehta) 
Under Secretary 

Central Board of Excise & Custom!!. 

M()DEL TRAI>E NOTICE 

It is .c.QDSidered that the '~dupl~c~ing stencil~ paper" \Yhich is a com-
::potito article consisting. of :coated ~ue'. p~, ca.tbon paper, 'and backing 
; , paper· with ~ ... head strip and also prjnted: scale and other instructions on the 
~ ~mcaQg its use·~; is correctly clusifiable \Jllder Item 68 df. the 
CET. The tissue paper after bein~. coated to form "stencil paper" will pay 
6rty UDder Item 17(2) with proforma credit facility under Rule 56A. 



APPENDIX V 

List of Paras of Audit Report 1979-80, where the cases are stated to bet 
wider adjudication. 

g, 11 (a) (1) (iii), r,z. u (a) (r) (v); 2-13 (r) (b); 
g. 13 (B); g. 16 (a); 2. 16 (b); 2. 20; g. 21; 2· r23 (a); 
2· 25; sa: 26; 2. s.; g. s7; 2. 40j 2. 47 (c); 2· 49 (a); 
g. 50 (a), 2. 50 (c), 2 • 50 (d) : 2. 54 ( b ~; 2. 5! (c) and 

, •· 65 (c) 



APPENDIX VI 

CONCLUSIONS AND RECOMMENDATIONS 
----- ------------- ---- ---------------------

S. No. Para No. 

I 2 

---------
1.5 

2 1.6 

3 l.i 

Min~stry 

concerned 

3 

Recommendations 

4 
------------------·-- ·-------------. ---------· -------
Ministry of Fi~nce 
(Deptt. of Revenue) 

-do-

-do-

In <tll the cases mentioned in the Audit Report ana referred to 
above, apart from confirming the facts mentioned in the concerned 
paragraphs, the Ministry of Finance have not ind,icated ~ow the 
mistakes/omissions escaped the scrutiny of their internal audit 
wkich is required to check all documents. · ~ 

In respect of the particular case reported in the Audit Para-
graph the Ministry of Finance have contented themselves with the 
statement that the error being of non-repetitive nature no further 
action is considered nEcessary. 

The Committee regret that despite their earlier recommendations 
on the subjt>ct the efficiency of Internal Audit in the Customs 
department does not show any sign of improvement and a very 
large number of simple mistakes continue to be detected, in the 
test check conducted by Revenue Audit. In para 3.25 of their 44th 
Report (Seventh Lok Sabha) the Committee have recently had 
occasjon to suggest that the Director of Audit should play a much 



4 1.8 -do-

5 2.6 -do-

- ·-----· -·--·--- ··--- w 

more meaning~! role to tone up the efficiency of Internal Audit and 
that both the Board itself as well as the Collectors in the field should 
treat it as an important instnunent of management control The 
Committee cannot b·.1t reiterate their earlier recommendation and 
suggest that the Ministry of Finance should study the present work-
ing of the Internal Audit department and take positive steps to 
improve its efficiency. 

The Committee are unable to accept the Ministry's reply in this 
particular case to the effect that the error was of non-repetjtive 
nature. The risk of similar mistakes is there every time there 
are new or additional levies through the annual budget or otherwise. 
The Committee would, therefore, suggest that the Ministry of 
Finance should give more serious thought to this problem and lay 
down suitable guidelines to make sure that such mistakes do not 
occur. 

The Committee would also like the Ministry of Finance to look 
~nto the points suggested by Audit so far as the present ca.;e is 
concerned and infonn the Committee accordingly 

It is apparent that if such documents are not checked in Internal 
Audit and sent also, where required, for test audit by Customs 
Revenue Audit well within the prescribed limitation period of six 
months the results· of such checks by audit would be rendered 

(II ... 



'2 

6 

7 

8 

---------- ----- ------------·- -- -------- --- -------· 

3 

Ministry of Finance 
(Deptt. of Revenue) 

I ~ll 

2.8 -do-

~-7 -do-

4 ·------ --------- ---- --- ------ -- --------- --------------

nugatory, as in this case, merely by the operation of time bar. The 
time limit of 12(\ days for submission of documents to Revenue Audit 
is salutory an~ needs to be strictly observed. 

The Committee cannot but deprecate the manner in which tne 
Ministry, in their written reply to the Committee, have slurted oVt!r 
this important matter. The Ministry have not given any reasons 
for the delay in forwarding the documents to the Customs Revenue 
Audit nor have they indicated whether the control mechanism su·g-
gested in 19'75 has actually been la:id down in different collect'oril~ 
and how it is working. . ~ 

The Committee desire that the Ministry of Finance should inquire 
int~ the precise reasons for delay in this case and apprise them of 
the same. 

The Committee would strongly recommend that the Ministry of 
Finance should review the checks designed in various Collectorates 
in terms of their instructions of 1975 as well as the,ir actual triipl.e-
mentation so as to ensure that th~ checks are effective both in 
design and observance. 

The Committee cannot but express regret at tlie fact that a&fJite 
their earlier exhortations in the matter of a -sirrular dispute be\~ 



9 3.8 -do-

the Bombay P-ort Trust and the Customs Department, such disputes 
between different Government Agencies should ~ot only continue 
to arise but should persist for years together. The International 
Airport Authority were appointed the custodian in May 1977. The 
auction sales of uncleared goods were made from March 1978. It 
is most regrettable that the formula for determining the eX"penses 
of sale has not been decided even after a lapse of 5 years.· The . 
position stated by the Ministry of Finance in December 1981 is 
also no diffe1ent from that stated by them in November 1980. The 
Committee would strongly urge that the question should be sorted 
out without any further delay with the intervention, if neeessary, 
of the Ministry of Civil Aviation. The Committee would like to be 
apprised of the final decision withln 3 months from the date of 
presentation of this report to the House. ~ 

The Committee do not feel happy also abou.t t~ state,m~\ ~t 
the expenditure on account of auction sales co~ to a ~~a,W.e 

amount for ea<'h auction and after .meeting these e_xpens~ of, ·~es 
in most of the cases there is very little left to meet the Customs duty 
payable. not to speak of the Import Trade Control fine. This gives 
the impression that all is not well with t:Qe method Qf cu~to-~Y a~ 
disposal of thP.se goods. The Committee would suggest ~t the J¥:9-r 
cedure laid down for the custody and disposal of uncleared go~s at 
Bombay and other airports in India should be reviewed so as to 

------ -·--- ··--·-·---·-----·- ----- -- --- ·------- -·--- ----
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12 4.10 

make sure that there are no pilferages, losses or substitutions, that 
disposals are quick and business-like and that the sale expenses are 
kept to the minimum. · 

Ministry of Finance The tax effect in the ~even cases pointed out in the present •udit 
(Deptt. of Revenue) para alone comes to over Rs. 23 crores. Apparently, the total tax 

effect of this so-called 'later the better principle' would be very high 
indeed. It is amazing that a concession of such far reaching conse-
quence should have been continued for so many years merely under 
the executive instructions of Government without any formal legal 
backing. 

-do-

-do-

The Ministry of Finance feel justified in continuing this con~ 
sion on equitable considerations. The Ministry are no doubt aware 
of Justice Rowlatt's famous dictum to the effect that tax and equity 
are strangers, which has been approved of by the Supreme Court of 
India in a number of cases. Wnile considerations of equity could, 
therefore, be a justification f{>r suitable amendment of the Central 
Excise law there could be no possible apology for continuing an file_ 
gal practice merely by executive instructions for so long. 

In fact, the Central Excise law contains ample provision to enable 
the Government to grant general as well as specific exemption& 

~ 



13 4· I 1 -do-

14 5·7 -do-

from duty, total or partial, by issue of formal notift.catiQns which 
have to be laid on the Table of the Parliament. The Committee ate 
distressed to note that Government have not taken recourse eV-en to 
these provisions in this case but have chosen to appropriate to them-
selves the total legislative function. In the Committee's view apart 
from the unconstitutionality and the impropriety involved, suCh a 
course is also likely to result in highly arbitrary use of power at vari-
ous levels. This is clear also from the fact that the Central Board of 
Excise and Cu~toms, while continuing to swear by this so-called 
principle of 'later the better' issued contradictory instructions in 
rC'spect of aluminium ingots in September 1979, and have failed to 
amend or modify the same till date despite the contradiction having 
been specifically pointed out by Audit in December 1979. 

The Committee would strongly recommend that this whole 
matter should be thoroughly examined and the tax concession, ~ 
the extent it is considered necessary and justified should be given 
by way of proper amendment to the Central Excise law and not b,Y 
executive instructions. 

The Committee would also recommend that encrOClcbment on the 
legi~1ative power should not be resorted to in any circumstances. 

In the original notification of 1st March, 1978 the essential condi-
tion f-or the admissibility of the concession was that the aggregate 
value of all clearances of specific goods in the proceding financial 

• 
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2 

Ministry of 
Finance 

( Dcptt. (If Revenue) 

~.8 do. 

3 

-------·-

------ --~~·--·--------- ------- --·- -·------------------- ·-- --
year should not exceed Rs. 15 lakhs. There was nothing to prevent 
large manufacturers to avail of this concession in respect of their 
C'learances of specified goo~. The Committee understand that 
Audit did in fact come across a number of cases where this conce-
ssion meant for small-scale sector was availed of by large scale 
units whose investments in plant and machinery ~ang~d ~pj;o &.· ~7 
crores and whose total annual tumover varied upto ·Ov~r Rs~ u~ 
crores. To plug this loophole the notification of 1st Mar$, 1978 was 
amended vide notification No. 141/7g·CE dated 30-3~'i979 wb,.,i.c~ . ~ ~ . . .. 
introduced another condition to the effect that in the case of 
excisable goods falling under more t~an one tariff item, the 
concession would not be available to a man_uf4t,ct.\lf.er ~ .· th~ 
aggregate value of .all excisable goods cleared by him .or. 9n J.¥s _b~ 
half for home consumpti-on from one or mor.e factoQes. dtu:Wg the 
proceeding financial year had exceeded ,Rs. 20 lakhs. 

The Committee understand that the Audit pointed out in Decem-
ber 1980 that even this amendment was not adequate ~ so. far u ·the 
overall limit or Rs. 20 lakhs wou.ld still not. exclude .. a large m&niL 
facturer wpo manufactures _specified g~s falli~g · u~der · ~n~y ·~·one 
item of the tariff along with other non-specified goods. It was alsa 
pointed out by Audit at the same time that. ear~ier. while giving an . .. - . - . . . ~ . 

~ 
('. ,. 



i6 5·9 do. 

17 5·10 do. 

~ 

~ c:onccssion under tariff item 68 vide notification :No. 
l76/77-CE dated 18-6-1977, the benefit bad been denied to large 
manufacturers through the simple device of making the concession 
conditional on the total value of all clearances of excisa'ble g90<h 
by the manufacturer or on his behalf in the 9receding financial year 
not P.xceeding Rs. 30 lakhs. 

The rdevant condition was amended further in the amending 
notification No. 50/81-CE dated 1st March, 1981 to provide that the 
concession would not bP admissible where the aggregate value of 
dearanct's of all exdsable goods by the manufacturer or on his be-
half far home consumption from one or more factories during the 
prec£>ding financial year had exceeded Rs. 20 lakhs. 

It is clear from the above reeountal of events that, to say the least, 
there was a gross negligence in the drafting of -exemption notifica-
tions. It is amazing that a concession specially designed to encou;r. 
age small manufacturers should be embodied in a notification having 
no definition of a "small manufacturer". This is all the more pain-
ful when viewed in the context of the fact that the need for stipulat-
ing an overall limit on clearances of all excisable goods in such cases 
was not unknown or unrealized at the relevant time; it had, on the 
other hand, been earlier provided for in 1977 in an exemption noti-
fication giving an analogous concession under tariff item 68. The 
Committee are unable to find any excuse whatsoever for this ini· 
tial failure to provide for an overall limit on the aggregate clearances 

-----·---- ________ .. 
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Ministry of Finance 
tDeptt. of Revenue) 

, 

Do. 

:3 4 

of all excisable goods without which it should have been apparent 
that the concession could be availed of by all manufacturers, big or 
small, in respect of clearances of specified goods. 

The manner in which piecemeal amendments have been carried 
out subsequently to the condition designed to limit the concession to 
small manufacturers leaves room for doubt about the bonafides of the 
action taken. The amendment made in March. 1979 still left the 
gap open as pointed out by Audit in December, 1980. Even tqe 
subsequent amendment of March, 1981 does not adopt the ~mple 
formula of the 1977 notification which placed the limit on the basif; 
of the cggregate value of all clearances of excisable good~. e~:nd not 
only those for homr> consumption. 

The Committe~ cannot help the feeling that this concession ex-
pressly designE-d for smalLscale manufacturers was extended to the 
large scale sector through the device of defective drafting of the 
exemption notification.. The amendments were only haltingly 
carried out at every stage of criticism ~o -as to plug only a little" of 
the loophole every time leaving much of the gap open. 'I'he Com. 
mittee would strongly recommend that this matter -should be 
thoroughly investigated so as fix responsibility for the repeated 
lapses in drafting notifications resulting unintPnded benefits to largt;t 
m:~nufadm·Pr~- to thP rJpfJ"imPnt Qf revPn!lf' 

Of co. 



20 5.13 Do. 

21 5· 1 4 Do. 

---------- ---- -·-- ·-· -~ 

The Audit Paragraph points uut twenty-three cases in which 
irregular concessions were allowed which did not flow even from the 
defective notifications. In a number of cases the exemptions were 
allowed even \vhere the aggregate value of the base clearances of. 
specified goods in the preceding financial year exceeded the stipul-
ated limit. In many other cases the initial limit of Rs. 5 lakhs to 
which alone the concessi(Jn was admissible was incorrectly com-
puled either by including therein clearances exempt under other 
tlotifications or clearances· meant for captive use or f.or other 
reasons. The Ministry of Finance have admitted the objections in 
t\v·enty-one of these cases. In ten cases the . short levy of duty is 
stated to have been realizE'd. in six cases the matter is either in the 
process of adjudication or realizati·on. three cases are pending in 
appeal and two cases are sub judice in High Courts. The Committee 
trust that all these cases would bf' properly followed up by the 
Ministty of Finance. 

As fOI the two cases which are not admttted by the Ministry of 
r'mance. while on merits tht> points may be sorted out by Audit 
and the Ministry of Finance. th<' Committee cannot but express 
regret 1-1t the fact that the Ministry of Finance had failed to give 
any replies to the draft audit paragraphs in these two cases bEfore 
the printing of the Audit Report even though these draft paragraphs 
had been sent to them in September. 1980. The Committee would 
like to reiterate the recommendati'on made in Para 1.46 of their 67th 

en co 
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22 

23 
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6.7 

6.8 

Report (Seventh Lok Sabha) to the effect that the Ministry of 
Finance must ensure that replies to draft audit paragraphs are sent 
we11 within the prescribed period. 

Ministry of Finance . The Committee regret to observe that in spite of such mistakes 
(Deptt. of Revenue) having been pointed out earlier both by Revenue Audit and Internal 

Audit, these have continued to occur. Apparently sufficient atten-
tion is not bfling paid by the departmental authorities including 
Internal Audit to the- examination of the assessment records relating 

• Do. 

to mcdirines cleared under contract prices. The fact that in their 0') 

replv sent to the Committee in respect of the third c-ase M/s. Smith 0 

Klin" and French India Ltd. Bar~galore, the M!nistry of Finance 
covered only ~ small portion of the under assessment pointed out 
in audit is also· indicative of a very careless attitude. The Com-
mittee would recommend that the failures of the departmental 
authorities in these cases should be thoroughly investigated and 
responsibility fixed. The Committee would like to be informed of 
the details of investigation and action taken as a result thA-eof . 

The Committee would also suggest that in the interest of revenue 
and to avoid recurrence of such cases, Government should issue 
clear ('Ut instructions whenever any scope of misuse of concession 

------ .. - ---------
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6.g Do. 

7·8 Do. 

7·9 Do. 

is brought to light. The Committee expect that necessary inStruc-
tions in this case will be issued by the Central Board of Excise and 
Cm•toms. · 

The Committee also feel that it is not unlikely that similar sases 
o.f under assessment in respect of other medicine manufacturinl 
units might have occurred in other Collectorates as well. The Com-
mittee would, therefore, suggest that the position in this a-egard 
may be checked up in all the collectorates, remedial action taken, 
wherever necessary, and the Committee apprised of the results 
thereof. 

The Committee are constrained to observe that consequent upon 
structural changes made in tariff item 17 with effect from 16-3-1976, !l' 
no steps were taken to review the instructions of the Board of 
February, 1976 to see that it is not in conflict with the changes made. 
The Committee would like to know if there is a system to review 
past tariff advices/instructions in the light of changes made in tariff 
structure and if so what. The Committee would, in particular, like 
to know the circumstances in which the Board's clarification of 
February, 1976 could not be reviewed resulting in loss of revenue to 
the tune of lakhs of rupees. 

The basic issue was discussed in a Tariff Conference on 21-8-1979. 
The Central Board of Excise and Customs took more than 9 months 
thereafter to issue specific instructions on 30-6-1980 to classify -·--· _________________ ..... .._ ____ . 
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7.10 Ministry of Finance 
(Deptt. of Revenue) 

:3 -~ 

Stencil Paper under tariff item 17(2). The Board took another 9 
months to clarify that 'duplicating stencil paper' and 'stencil paper' 
are two different commodities classifiable under two different tariff 
items, viz. tariff item 68 and 17(2) respectively. The Committee 
cannot but deprecate the delay on the part of the Board to decide 
the classification of duplicating stencil paper /stencil paper partL 
cularly when the misclassification had been pointed out by Audit 
even in October, 1978 and April, 1979. The Committee would, like 
the Ministry of Finance to investigate the reasons for this inordinate 
delay and apprise the Committee abot1t the results thereof. 

The Committee are also constrained to observe that in the parti-
cular case the question of the classification of stencil paper under 
tariff item 68 instead of tariff item 17 (2) was raisect by Audit in 
April 1979, but action to issue show cause notice was taken by the 
depariment only in May 19"80. The inordinate delay resulted in the 
demands prior to 23-11-1979 becoming time barred. The time barred 
demand for the period 25-9-1979 to 22-11-1979 alone works out to 
Rs. 4,22 628 in this case. The Committee would like to know the 
precise loss of revenue for the period 16-3-1976 to 24-9-1979 and also 
the reasons for the delay. 

a 
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30 8.4 

no. 

Do. 

"l'ht! Cummittt~t· apprehend .that similar cases of misclassifieatitm 
Of stencil paper mighthaw' occurred in other units also. The Com-
!Tlittee would. therefore, suggest that the yosition should be checked 
up in all the Clllledorates and the results thereof intimated to them. 

The Committee find that the Ministry have not only admitted 
the (lbjection but have also issued instructions on 30-6-19'80 regarding 
classification of stencil paper under tariff item 17(2). The Appellate 
Collector. however. set aside the demands for the period 23-11-1979 
to March 1980. The show cause notice relating to April 1980 for 
R.;: 1.42.308 is pending adjudication. The Committee would like to 
be apprised of the precise grounds on which these demands were 
set aside by th_e Appellate Collector. T~e Committee would also c:t~ 

like to know whether the case has been considered for filing a review w 
application to the next Appellate Authority. 

Th(' Committee observe that in spite of clear instructions of the 
Board of 19th April 1977. the Central Excise Department raised no 
d<'mands in the case of four assessees for the cess due on the jute 
yarn and twine used for captive consumption till the issue was raised 
by Audit. In the fifth case the demand raised was based on the 
\\··eight of the final finished product ·manufactured ignoring the 
·.veight of yarn/twine issues for manufacture but wasted in the 
process. The five cases alone revealed non-levy of cess to thE" extent 
of Rs. 5.75 lakhs. 

~~~--~----~-.~~----------~----------------------------------~· ------------·-· ----------· 
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32 8.6 

33 8·7 
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Minis try of Finance The Committee note that in three cases the demands have been 
(Deptt. of R~\·enue) restricted by the adjudicating officers to a period of six months 

immediately preceding the date of receipt of show cause notice. The 
delay on the part of the departmental officials to raise demands 
against the assessees has thus resulted in loss of revenue of about 
R~. 5 lakhs due to the demands becoming time barred. 

-do-

-QO• 

The Ministry of Finance have not indicated in how many other 
cases similar default occurred and with what results. The Committee 
would like the Ministry to review the position in all cases and r£port en . .,.. 
the results to the Committee together with the action taken to avoid 
such defaults in future. 

The Committee would also like Government to investigate why 
the InspeC'tion Groups and Internal Audit Parties of th.e Central 
Excise department oould not detect the non-levy of cess en jutf' 
yarn and twine in the cases mentioned in this paragraph. '~ Co:m 
mittee are constrained to observe that despite their earlier recom 
mendations on the subject. the efficienc~· of Internal Audit in the 
Central Excise department has not shown any signs of i-mprovement 
and a very large number of such simple mistakes/lapses ccntinue-
to. be detected in the test check conducted by Revenue Audit es~i
~lly when V•~r'? ~rf? new qr ad~ition,al lev\e~ thpf'~ t~~ ann~l 



~4 9·7 -do~ 

3~ g.8 -do-

36 9·9 -do· 

.. -.,--·-r 

budgets or otherwise. This is a very sorry state of affairs and the 
Government must give more serious thought to this problem and 
lay down suitable guidelines to make sure that such laps~ do riot 
0~1;1r in future. 

The Committee are perturbed to n~te that despite their earlier 
recommendations on the subject, this irregularity is still persisting. 
In the Audit Reports, 1975-76 (Paragraph 40}, 1977-78 (Paragraph 
92(i) and 1978-79 (Paragraph 48(b) such cases of excess grant of 
rebate to sugar factories on sugar exported were commented upon. 
The Mjnistry o£ Finance had admitted the objections and had stated. 
that necessary instructions had been issued to all Collectors of Cen-
tral Excise. The Committee are unhappy to note that the Exci$e 
Officers continue to default in checking that the sugar in question ' 
had been exported and continue to pass the rebate claims incorrectly. 
The Committee de~ire that necessary action should. be taken against 
the oflicers concerned for their negligence. 

The Committee wuuld also like Government to analyse the 
reasons fm· such repeated irregularities and to give a serious thought 
tu ·the problem and lay dovvn suitable guideline~ to makE' sure that 
such irregularities d0 not occur in future. 

ThE- Committe(• would further suggest that Government should 
review carefully a11 rebate claims of excess production of sugar 
unit~.d~e during thE- last five years to determine how far these in .. 

-------.-- -· - ·------------ ·------:--.,...--
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l'v1inistry of Finance 
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' 

-do-
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volved double concession to sugar factories on this count. The 
Committee may be apprised of the results of such a review with 
details about the base h'vel production and excess production of each 
sugar production unit and such rebate claims made by respective 
units nne granted hy Excise Officers 

The Committee note that the demand for Rs. 58,233 raised against 
M~., Escorts l...td. (Motor Cycle Division) Faridabad is still pending 
adjudication even after a lapse of five years. The Committee desire 
that the Ministry of Finance should enquire into the precise reasons 
for such inordinate delay in finalising this case and apprise the Com-
ndttee of the same. 

The Committee are also concerned at the avoidable delay of over 
3 years in raising the demand for Rs. 4.80,400. The Committee feel 
that after the issue of the show cause notice in September, 1976, 
this irregularity should have been set right and not allowed to 
persist for Audit to point it out. The Committee would, therefore, 
likP tn know the reasons for not issuing this demand before it was 
l)ljinh·d out by Audit. 

:8 



39 IH.,'"l -do- The Committet- further observe from the information furnished 
by th~~ Ministry nf Finance that there are several other cases reporL 
Pd tn :ht· various paragraphs of the Audit Report as given in the 
Appendj:-, V, where the demands have been pending adjudication 
for long periods of time The Committee suggest that the Ministry 

of Finance should find out the basic reasons for such inordinate 
delays <:tnd devise effective measures to ensure that the adjudication 
prc::eedings are not allowed to drag on unnecessarily. Government 
may vlso consider the desirability of fixing some reasonable time 
limit within which adjudication proceedings should be finalised. 

~ 
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MINUTES OF THE SilTING OF THE PUBLIC ACCOUNTS ... 
COMMIITEE ( I Q81-82) HELD ON 5 MARCH, 1982. 

The Committee sat from 1530 to 1830 hours. 

PRESENT 

Shri Satish Agarw~-Chairman 

Members 

2. Shri Mahavir Prasad 
3. Shri M. V. Chandrashekara Murthy 
4. Shri Hari Krishna Shastri 
5. Shri Satish Prasad Singh 
6. Shri K. P. Unnikrishnan 
7. Shri Indradeep Sinha 
8. Prof. Rasheeduddin Khan 

REPRESENTATIVES OF THt OFFICE ()}: C&AG 

Shri R. C. Suri-ADAI (R) 

Shri S. R. Mukherji-Director OJ A udtt. Commerce, Works and 
Misc. 

Shri R. S. Gupta-Director of Receipt A udit-1 
Shri N. Sivasubramaniam-Director of Receipt Audit-If 
Shri G. R. Sood-Joint Director (Reports) 
Shri N. C. Roychoudhary-Joinr Directnr ( C&CX I 

SECRETARIAT 

Shri D. C. Pande-Chief Finnncial Commiuee Officer 
Shri K. C. Rastogi-Senior Financial Committee Officer 
Shri K. K. Sharma-Senior Financial Committee Officer 
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The Committee considered the following draft Reports and adopted the·-
same with amendments/modifications as shown in Annexure I to V: 

• • • • 
4. Draft 84th Report on Non- selected paragraphs of the Report of 

Ca.AG of India for the year 1979-80, relating to Indirect Taxes. 
• • • • • 

The Committee also approved certain other modifications arising out of 
factual verification by Audtt 'in the aforesaid draft Reports. 

ThP- Committee then ad;oumed. 
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Amendmentsfmodifications made by the Public Accounts Committee in the Draft 
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Amendment<~./modifications 

On,il the word~ •without authority•. 

For the word 'conduct' rend 'a course'. 

For the words 'such encroachment on the legislative 
power should be avoided in future'. 
read 'encroachment on the legislative power should 

n .• t be resorted to in flny circumstances'. 

For 'a manufacturer. . . . . . . . . . available' read 
"excisable goods falling under more than one 
tariff item, the concession would not be available 
to a manufacturer". 

For 'It is clear from ............ Ministry of 
Finance' rend 'Tt is clear from the above re-
countal of c'"!nts that, to say the least, there was 
a gross negligence in the drafting of exemption 
notifications'. 

For the words 'leaves room in the Committees· 
m;nd'. 

read leaves room for doubt. 

F()r the words 'thoroughly investigated ...... from 
time to time'. 

read 'thoroughly investigated so as to fix responsi-
bility for the repeated lap-.es in drafting noti-
fications resulting in uninten~.led benefits its to 
large manufacturers to the detriment or revenue'. 

Omit the whole para. 

for ·so as to fix responsibility'. 

read • and responsibility fixed'. 

For the word •clarification' read 'instructions' 

For 'details of the results'. 
read •results thereof'. 

Omit the words 'Information ........ the House. 
bottona 
Delete· costly' 

For •accoUDl' reod 'count•. 

O~tdt 'are distressed to•. 




