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1, the Chairman of the Public Accounts Committee as authorised 
bJ& the .Comml~ee, do present on their behalf t h s  Ninth on 

, action taken QY L u  boverunent on the recom~nendatlons or tfie puo& 
~LCCOUIlki  Commttee, contained in their Hundred and aevgn t la  
Report ,(Seventh Lok Sabha) on Union Excise Dubese 

2. The Committee had in their earlier &port pointed out that 
the end of 198'81 there had been as many as 4,&0 cases relcr-g to 
recovery of excise duty pending in various Coms of law. 01 thefe 
more tnan a thousand cases were pending for a penod of over five 
years and some of them had been pending for 15 years and even 
more. Huge sums to the tune of Rs. 600 crores rernalned locked up 
with the assessees which should rightly have been credted to the 
exchequer. In order to discourage the' number of excise litigation 
cases, the Committee had inter alia recommended that the Ministry 
of Finance should examine the feasibility of making a provision in 
the proposed excise legislation for depositing with Court for credit 
to the Public Accounts all amounts of tax collected by the assessee 
from his customers or admitted amount of tax as a pre-condition to 
the Court entertaining the suit, appeal ar petition Commenting on 
the reply of the Government that "the matter is under consideration 
in consultation with the Ministry of Law", the Committee have 
observed that even though the comprehensive Bill was reported to 
have been finalised as early as in January, 1983, the matter is stated 
to be still under consideration even after the expiry of more than 
two years. They have, therefore, recommended that appropriab 
measures should be taken expeditiously and a suitable legislation 
brought in Parliament at the earliest. Inviting attention in this 
connection to the judgement of the Supreme Court pronounced on 

30 November, 1984 in the case of Asstt. Collector of Central Exdse, 
West Bengal Vs. Dunlop India, and others regarding stay of excise 
dues to Government wherein they have observed that the High Court 
while entertaining writ petitions under Article 226 of the Constitu- 
tion should not grant stay of recovery of tax except Under exceP 
tional circumstances, the Committee have further desired the Gov- 
ernment to make efforts to get the stay orders vacated in all tho 
cases pending in the Courts of Law in the light of that judgement 

3. In their earlier Report, the Committee had recommended that 
a separate Directorate in the Central Board of Excise and Customr 
and also suitable cells in all the major Collectorates like Bombay, 
Ahmedabad, Madras and Calcutta should be set UP to keep a watch 



(vi) 
on all cases of LiQation relating to excise arrd customs and -to ensure 
thak the Department's cases do not fall through for default or inade- 
quate presentation. Noting that this matter too is also under exa- 
mination of the Ministry of Finance in consultation of the M i n i m  
of Law, the Committee have reiterated their earlier recommendation 
and have desired that no time should be lost in making good this 
deficiency so as to ensure that the departmental litigation is handled 
competently and no cases are lost for want of suitable arrangements 
in the department and its formations. 

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

1. Shri 

2. Shri 
3. Shri 
4. Shri 
5. Shri 
6. Shri 
7. S k i  
8. Shri 

E. Ayyapu Reddy-Chairman 

Members 

Rajmangal Pande 
Amal Datta 
Girdhari La1 Vyas 
Nirmal Chatterjee 
K. L. N. Prasad 
H. M. Patel 
J. Chokka Rao 

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

6. For reference facility and convenience, the recommendations 
and ~ ~ r v a t i o n s  of the Committee have been printed in thick type 
in the body of the Report and have also been reproduced in a con- 
solidated form in the Appendix to the Report. 

7. Tk.e Committee place on record their appreciation of the assis- 
tance rendered to them in this matter by the Office of the Comp- 
troller and Auditor General of India. 

NEW DELHI; 
13 August, 1985 
22 Sravaiza, 1903 (S). 

E. AYYAPU REDDY, 
Chuimnan, 

Public Accounts Committee. 



REPORT 

1.1 This Eieport deals with the action taken by 'Governmert on the 
recommendations of the Public Atcounts Cbnmiittee (198W) con- 
tained in their 170th Report (Seventh Lok Sabha). on Paragraph 2.69 
of the Report of the C & AG of hdia  for the year 198041, Union 
Government (Civil) Revenue Receipts, Vol. I; Indirect Taxes relating 
to Non-reeovery of duty. 

1.2 ;'he 170th Report which was presented to Lok Sabha on 25th 
August, 1983 contained 9 recommendations. Action Taken Notes in 
respect of dl the recommendations/ohservaCions have been received 
from Government. These have been broadly ca tep ised  as follows: 

( i )  Recommendations/Observations which have been accepted 
by Government. 

S1. Nos. 1, 2, 3 and 7. 

(ii) Recommendations~Observations which the Government do 
not desire to pursue in the light oj' the replies received from 
Govern,ment. 

(fli) Recsmmendations/Obseruations replies to which have not 
been accepted by the Committee and which require reitera- 
tion. 

(iv) RecommendationslObservations in respect of which Govern- 
ment have furnished interim replies. 

S1. Nos. 4, 5, 6, 8 and 9. 

1.3 The Committee will now deal with the actim taken by GOV- 
ernment on some of their recommendations. 

Pendency of excise litigation cases (Paras 1.35,1.36,1.37,119 and 1.40- 
S1. Nos. 4, 5, 6, 8 and 9). 

1.4 Dealing with the heavy pendency of excise litigation cases and 
remedial measures called for in the matter, the Committee in paras 
1;35, 1.36, 1.37, 1.38 and 1.39 of their earlier report had recommended 
as under: 



Para 1.35: The Committee have been informed that till the end 
of 1982, as many as 4320 cases relating to recovery oi exche 
duties were 'pending in various Coyrts of law. Of these 
634 were pending in the Supreme Court, 3234 in. High 

Courts and 452 in- lower courts. Of the total numb@ OK 
4320 cases, 3215 are pending for less than 5 years, 924 for 
five years, 154 for 10 years and as many as 27 cases are 
pending for 15 years or more. The total amount of duty 
involved in these cases is estimated to be around Rs. 600 
crores which could be several times more if the recurring 
effect of Court's orders on revenue is taken into account. 

h 1.36: The Committee were given to understand that 
"historically speaking, Indirect taxation litigation was not 
very much in the past. Even after the commencement of 
the Constitution for a number of years, the litigation at 
least in respect of indirect taxation was neither of such 
frequency nor of such prevalence as it is today" and that 
there has been a substantial increase in the figures of 
litigation .cases in the last three years. The Committee 
would like the Ministry of Finance in consultation with 
the Ministry of Law, to make a study in order to know 
6)  to what extent the increase in the number of excise 
litigation cases in the recent past is attributable to the 
tactics of successfully buying time for paying the excise 
duties and (ii) what legal remedies are favoured by 
Courts of Law to effectively discourage such tactics which 
are to the ultimate detriment of revenue and the national 
system which that revenue supports. 

Para 1.37: One of the reasonsfor heavy pendency of excise 
litigation cases is stated to be the inadequacy of the infra- 
structural and legistical arrangements in the Department 
of Revenue and its formations as aLso in the concerned 
units of the Law Ministry to cope with the increased liti- 

I gation and to improve the quality of the presentation of 
the Department's cases before Courts. According to the 
Allocation of Business Rules, it is the responsibility of the 
Mini.try of Law to pursue the cases relating to realisation 
of revenue in the different cows. During their on the 
spot study visits, Study Groups of the Committee have been 
repeately infanned that the Central agencies section 
afaccnr or the Standing Counsels on the pancl of the 



Ministry of Law are not readily available for advise as 
they have too many Governmeiat cases on hand, AS a 
result, the Co~lecbfates were 'greatly h a n & c a p d  
pursuing excise cases in COWS. ' Further, the assessees 
because of their vast financial resources, could afford to 
engage top lawyers particularly in cases involvmg large 
amounts. But the ,Collectorates have to pursue the cases 
through Standing Government Counsels and qute often 
through their juniors. If the Collectorates were to success- 
fully pursue the cases, particularly those involving large 
revenue, there was no alternative for them but to engage 
lawyers of matching ,ability. But for this a long drawn 
procedure had to be followed. They had to take the 
approval not only of the Ministry of finance but also of 
the Ministry of Law, and in most cases such permission 
was not easily forthcoming. The Committee have been ' 
informed that cases involving huge amounts of revenue 
were pleaded in the Courts of law by junior counsels who 
could not put forth Department's case properly, with the 
result that court verdict went against the Government. 
The Finance Secretary admitted before the Committee that 
he was aware of such cases. This is very disturbing and 
a solution to this has to be found. The Committee recom- 
mend that there should be a separate Directorate in the 
Central Board of Excise and Customs to pursue and keep 
a watch on all cases of litigation relating to excise .and 
customs and to ensure that Departments oases are not 
allowed to fall through because of default ar inadequate 
presentation. Similar cells may be set up in all the major 
Collectorates like Bombay, Ahmedabad, Madras, Calcutta 
etc. In this connection, the suggestion that services of 
retired senior officers of the Board or Collectorates of 
Excise and Customs may be utilised as th&e oBcers are 
well conversant with the intricacies of excise and customs 
laws merits serious -consideration. The feasibility of 
streamlining the existing prodedure for P e d t t i n g  the 
Collectorates t~ engage matching top lawyem in a ~ e  
involving huge revenue a m o w  may also be m~~idered .  

Para 1.39: The Committee find that at present there L no 
provision in the Excise Law for charging of interest on the 
arrears of excise duty. k view of the increased litigation 
and the view expressed by the representaave of the 
Central Board of Excise and Customs that in many cases 



litigation is being resorted to by the assessees in order "to 
buy tlme" the Committee feel that there is a strong case 
fof' making a provision for charging of interest on the 
arrears- of excise duties as well as for payment of interest 
on refunds. Such a provision will go a long way in dimi- 
natijng frivolous litigation. The Committee would like 
Govimment .to consider and incorporate a provision to this 
effect in the proposed legislation. 

Para 1.4: The Coltlglittee understand that in some taxation 
laws* there io provision that no stay order will be granted 
by a court until the admitted amount on account of the 
tax demand is deposited. There is all the more justification 
for suah a provision in the excise law as the assessees in 
any case collect Ule duty from the customers. The Com- 
mittee would ther&re like the Ministry of Finance to 
examine the feasibility of making a provision ip the pro- 
posed excise legislation for depositing with the Court for 
credit to the Public Accounts of India all amounts of tax 
collected by the assessee b m  his customers or the admitted 
amount of tax whichever is higher, as a condition precedent 
to the Court entertaining his suit or appeal or petition. 
As per final orders of the Court the deposited amount 
would be disposed of but the credit in the Public Accounts 
of India will continue to add to the ways and means 
resource8 of the Govenunent of India". 

1.5 ln their action taken note dated 7th June, 1984 the Ministq 
of Finance (Department of Revenue) stated as under :- 

"me  matter is under examination in consultation with the 
Ministry of Law." 

1.6 To sum up the hegoing, the Public Accounts CommEttee 
had in their 170th Report (Sevaqth b k  Sabha) observed that till 
the end df 1982 &ere bad beem as lnslny as 4320 cases relating to 
recovery of excise duty pending in various Courts of law. Among 
these tbe3.e wece more than a tbouwud cases pending for a m o d  of 
over five years and -me of them had been pending for 15 years and 
emm nrore. H u e  wms to the tune of Rs. 600b crores had conse- 
quently got locked up which should rightly have been credii to the 
excheqmr to add to the way@ and m e w  resources uf th Govern- 
men4 4 Inch. The Committee had noted &o that there had been 

- - ----.--- - 
*Del& Sales Tax Act. 



a substrmtial increase in the ligures of litigation cases during the pro- 
ceeding three years. With a view to over-come the situation the Com- 
mittee had made the following main recommendations: . , 

(0 That the Mhbbry of Finance, in consultation with the 
Ministry of Law, should make a study to know (a) to 
what extent the increase in the number of excise l i t i p  
tion cases in the recent past is attributable to the tactics 
of mcessfully buying time far paying the excise duties 
and, (b) what legal remedies are favoured by Courts 
of law to effectively discourage such tactics which are 
to the ultimate detriment of revenue and the natbnal 
system which that revenue su&orts. 

(ii) A separate Directorate in the Central Board of Excise 
and C u s t q  as also suitable cell -in all the major Col- 
IecQrate like Bombay, Ahmedabad, Madras and Cal- 
cutta should be set up to keep a watch on all cases of 
l i i t i o n  relating to excise and customs: and to ensure 
that the Department's cases do not fall through for de- 
fault or inadequate presentation. 

(iii) With a view to avoid frivolous litigation Government 
should consider and incorporate a provision in the pro- 
posed legislation for charging interest on the arrears of 
excise duties as well as payment of interest on refund!. 

(iv) That the Ministry of Finance should examine the feasi- 
bility of making a provision in the proposed excise legis- 
lation for depositing with Court for credit to the Public 
Accounts all amounts of tax collected by the assessee 
from his customem or admitted amount of tax as a pre- 
condition to the Court entertaining the suit, appeal at 
petition. 

1.7 The Committee are constrained to observe however, that all 
them m a ' W  have been pending with the Government for decision 
h r  qaite a long time now. Alrhough the Committee were informed 
by the representative of the Ministry of Finance as early as in San- 
uary, 1963 that a comprehensive Bill on the subject had been fkallsed 
and would be h & h t  before Parliament to overcome this situation 
yet two years later the mattermis stated to be still under consideration 

Cn consub- with the M i n i  of Law. The Conunittee wish to 
point out that this is costing the Government heavily in terms of huge 



sums of money. The Committee hope that appropriate measures, will 
now ,be taken expeditiously in the matter and a suitable legislation 
brought in P a r b e n t  at the earliest. 

1.8 As already recommended by the Gunmitt& in the original 
Report the M i r y  of Finance should examine the feasiWty of 
making a provision in the proposed excise legislation for depositing 
with Court dl amounts of tax cohxted by the assessee Btom bis cus 
tomers or the admitted amount of tax whichever is higher as a pre- 
condition for entertainment of suit or appeal or petition. The deposit- 
ed amount would be disposed of in accordance ,with the fhal ordws 
of the Court. This will not only augment the ways and means resour- 
ces of the Government of India, but also act as deterrent to the time 
buying tactics. 

1.9 The Committee's attention has also been drawn to a judge- 
ment of the Supreme Court, pronounced on 30 November, 1984 in 
the case of Asstt. Collector of Central Excise, West Bengal vs. Dun- 
lop India, and others regarding stay of excise dues to Govt. The 
Supreme Court have notgd with, distress that interim orders often ex- 
paste and non-speaking were made even by the High Courts while 
entertaining writ petitions under Article 226 of the Constitution and 
that grant of stay of recovery of tax should, not be issued except under 
exceptional circumstances. The Corn have also observed that in maj- 
ority of writ petitions the cases are filed solely for the purpose of ob- 
taining interim orders and thereafter prolong the proceedings by one 
&vice or the other. This practice needs to be strongly discouraged. 
The Court also wondered if in the case of indirect taxation whelre 
the burden has already been passed on to the consumer any interim 
d i e t  sbould at all be given to the manufacturer, dealer and the like. 
Tbe Co~umittee desire that the Govermment should review d the 
cases peediag in Courts of Law, in the light of the judgement noted 
above, and to .take all steps, to get the stay orders vacated and the 
dues collected immediately. 

1.10. In this cocnection, the Committee also wish to point out 
that the question of incorporating a suitable provision in the Central 
Excise Act on the lnes of Section 37 of the Bombay Sales Tax A d  
In the light of tbe decision of the Supreme Court in the case of tMe8 
Tax Officer, Gujarat vis. Ajit Mills Ltd. in ordm to ensure that a 
reAud of excise doty does not result in an unjust enuichment of the 
assemee at the cost of consumers has also been under consideration 
of Government for a long time. Sectim 37(1) of the Bombay SelwP 
Tar; Act permitted forefeitke of the tax coUected in excess by a 



dealer m contravention of the provisions of that Act so that trade does 
not get fortuitous benefit of excess collections of tax reatiaedl from 
the consumers. The recommendations to this effect had been made 
by the Public Accounts Committee in their 95th Report (1969-7011 
and reiterated subsequently in their 13th Report (1977-78), 46th 
Report (1930-81) and 71st Report (1981-82), but the Government 
has yet to decide and act on these important issues. 

In fact the Government: owe an explanation to the Committee 
for the inordinate delay in arriving at a decision on this important 
issue. In a written note furnished to the Committee in April, 1983 

the Ministry of Finance (Deptt. of Revenue) stated as follows: 
'The Committee had momended that a pmvifiom shoukl 

be made in the Excise Law for fdifeiture alone without 
a provkion for refund to anyone in case the burdm of 
duty had already been passed on by a m a n u f a c ~ .  
The Ministry of Law was requested to advise -whether 
such a provision could be made. The Law Ministry op- 
ined that there was no Constitutional objjction to sucb 
a provision provided a to pay excess amount 
to the consum& was made. The Law M i  views 

?were considered and since they were not in conformity 
with the CommQtWs ~remmmenidation for fprfbhrk 
alone and certain doubts and diiculties were envisaged 
in the implementation of the Law Witry's advice, tht: 
matter has been referred back to the Law Ministry whose 
furthb advice is awaited". 

The Committee cannot but strongly urge upon the Governmen1 
that rather than dilating further on the literal aspects of the Com- 
mittee's recomm,endation they should go by the spirit thereof and 
incorporate a suitable provision in this behalf in the proposed legisla- 
tion with a view to deterring the trade from fleecing the consumer. 

l.lll. In the meantime,' the Conudtee see no reason why the 
question of setting up of a separate Directorate in the Central Board 
of Excise anci Customs and similar cells in the major Collectorates 
should not be settled without delay so that all cases of litigation re 
lating to excise and customs could be pursued properly and it could 

be ensured that the Department's cases were not lost fok .want of suit- 
able arrangements in the Department and its formations. The Corn- 
mittbe wish to reiterate that no time should be lost in making good 
this deficiency which has in the past stood in the way of competent 
handling of the departmental litigation. 



CHAPTER I1 

RECOMMENDATIONS/OBSERVATIONS THAT HAVE 
BEEN ACCEPTE'D BY GOVERNMENT 

Recommendations 

1.32 The Gujarat High Court in the case of MIS. Vijay Textile, 
Ahmedabad Vs. Union of India and others held on the 24 January 
1979 that processed cotton fabrics/man-made fabrics produced by an 
independent processor (not being the manufacture of fabrics) were 
not covered by tariff items 19 and 22 because the process in- 
volving bleaching, dyeing or printing did not bring into existence new 
woven stuff or substance. The CourZ, further held that such proces- 
sed fabrics were liable to pay duty at the rate applicable under 
tariff item 68 on the value added in carrying out the processing 
operations. On the basis of this judgment, two licensees viz. MIS. 
Swan Mills. Sewari and M/s. Dilkush Dyeing and Printing Works, 
Andheri obtained interim stav orders from Bombay High Court 
on 19 July 1979 and 19 April 1979, respectively. The amount of duty 
remaining unpaid by two units for the period December 1979 to 
March 1981 amounted to Rs. 2.40 crores. 

1.33 Government issued an Ordinance in November 1979 validating 
with retrospective effect, the levy of excise duty on processed cotton 
fabrics and man-made fabrics under tariff items 19 and 22, respeo 
tively. This Ordinance was later replaced by an Act of Parliament 
on 12 February 1980. The Committee are surprised to find that wen 
after the issue of the above Ordinance and the passing of the Act, 
the High Court of B.ombay has not yet been specifically moved for 
the vacation of the stay orders with the result that the demand of 
duty amounting to Rs. 2.40 crores has not yet been recovered. The 
committee are not satisfied with the vague reply of Government that 
although the Central Government Advocate in the Branch Secreta- 
~ i a t  of the Ministry of Law was approached to get the stay vacated, 
the Branch Secretariat "colrld not find the appropriate level of man- 
power to get these stays vacated." The Committee are shocked at 
the m a 1  manner in which important cases involving large ameuazb 
of rev nues are being handled. The Committee would like to be 



apprised of the details regarding efforts made by the Department of 
Revenue for getting the stay orders vacated and the circums- in 
which the High Court could not be approached for getting the stay 
orders vacated even after more than 3 years of enactment of the 
legislation validating the excise duty with retrospective effect. Tbe 
Committee would also like to know the number of cases involving 
a revenue of Rs. 501 lakhs and above in which stay orders have been 
issued by courts during the last three years and the steps taken by 
the Department together with the relevant dates for the early 
vacatio~i of the stay orders aod the outcome thereof. They would 
also like to know the precise steps since taken or proposed to be 
taken by the Department to ensure that such cases of failure to move 
the courts in time for the vacation of stay orders do not recur. 

[S. No. 182-Paras 1.32 and 1.33 of 170th Report of PAC 
(7th Lok Sabha)] 

Action Taken (Paras 1.32 and 1.33) 

Information obtained from Collectors of Central Excise, is fur- 
nished below: - 

Following the judgement of the Gujarat High Court in the 
case of MIS. Vijay Textile Ahmedabad V/s Union of India 
and Others dated 241-1979 regarding levy of duty on prol 
cessed fabrics, M/s. Swan Mills Ltd. Sewari and MIS. D i l ~  
khush Dyeing and Printing Works, Andkri  filed writ peti- 
tions bearing Nos. 1563179 (Swan Mills), 1604179 (Swan 
Mills) and 394/79 respectively in the Bombay High Court 
on July 1979 and February 1979. The Bombay High Court 
granted interim relief in the month of Julv 1979 and April, 
19'19 to MIS. Swan Mills Ltd. and M/s. Dilkhush Dgeing 
and 

Printing Works respectively. In terms of the interim orders, the 
Department was restrained from levying Central Excise duty on 
processed Fabrics under T.I. 19 or 22, as the case may be. The peti- 
tioners were required to furnish Bank Guarantee of a Nationalised 
Bank in favovt- of the Prothonotm and S;r. Master, High Court, 
Sjombay, for the entire amount indicated in the Notices of Demands 
issued on quarterly basis. 

In respect of petitions, filed by M/s. Swan Mill Ltd. bearinel No. 
1,563179 and 1604/79 on the basis of affidavits filed. the said matters 
were dismissed b7r the Bombay High Court on 17-11-1983. The amount 



of past dues involved in petition No. 156W9 was Rs. 28Jm.13 M c h  
amount stands recovered by the department. As reg- Petition N a  
1604d79 (Swan Mills) the petitioners have filed C.A. No. 10794(MT)/ 
83 in the Supreme Court and obtained stay order on 9-12-1983. In 
terms of Supreme Court's Order the Appellants are required to pay 
50 per cent of the past dues in cash and shall furnish Bank Guarantee 
to the satisfaction of the authority concerned in respect of remaining 
50 per cent. As regards the future payment the appellants are re- 
quired to pay the undisputed duty and furnish Bank Guarantee in 
respect of "disputed portion of duty'' within 15 days from the date 
on which it is demanded As regards 50 per cent of the amount of 
the ,ps t  dues to be paid in cash, 50 per cent of that amount is requir- 
ed to he paid within 3 months from 9th December, 1983 and the re- 
maining 50 per cent within three months three months thereafter. 
The smount of past dues involved in this case is Rs;. 4,70,16,393.67. 

In respect of petition filed by MIS. Dilkhush Dying and Printing 
Works bearing No. 3W79 the affidavit in reply to the petition was 
filed alongwith other cases involving identical issues. The said 
petition was dismissed by the Bombay High Court on 16117-6-1983. 
Thereafter, the petitioners approached Supreme Court of India in 
C.A, No. 6399/ and obtained stay order on 147-1983 as modified by 
an order dated 9-9-1983 and 1410-1983. 

In terms of Supreme Court's orders the appellants are required to 
deposit 50 per,cent of their past dues in cash or by Bank Draft of a 
Nationalised Bank in the Bombay High Court and the remaining 50 
per cent of the past dues are required to be covered by fresh Bank 
Guarantee. As regards .future payment the appellants are required 
to pay the "undisputed duty" and furnish Bank Guarantee in mpect  
of '<disputed duty" within 15 days from the date on which it is 
demarhed. 'As regards 56 per cent ,of the past dues to be paid in 
cash. 50 per cent of that amount is required to be paid within 3 
months from 9th Sept., 1983 and the remaining 50 per cent w'thin 3 
months thereafter. The part dues involved in this case is 
Rs. 3,34,42,118.52 and the petitioners have paid Rs. 84,%007.75 re- 
presenting the Arst instalment. 



The number of cases involv'ing a revenue of Rs. 50 lakhs and 
above in which stay orders have been issued by Courts during the 
last three years are indicated below:- 

S. N m e  of the 
No. Collcctorate 

No. of cases Remarh 

I .  Bombay-I 4' Issues involvrd in these c-ses are p i .  
(25 prnding in Sup- manufacturing expenses, apt ive con- 
rem- Court, € pending sumptim disputes, regarding payment 
in Bornb~y Hi@ Court of speical and addl. excise duty disputes 
& lo pending m Delhi regarding charging of duty on processed 
Court). cotton fabrics, ctc. I t  is repared 

that in some cases adverse ji~rigcments 
were pronomcrd bv the High Court 
and the deprtment had filed civil 
pppcals/SIP in the Suprtme Court: 
in mmy c-ses stay orders hrve since 
hnn got vaczted while in other cases 
consistent dforts have bem m-dc to 
grt t lc  stay orders vacatrd. In 
many cases p-rties have paid p: r t  of 
the amount due voluntarily or in put- 
cudncc of the Courts orders. 

2. Bombay-11 Nil 

Steps bnve been take11 for early 
vacation of the stay orders. 

4 .  B-tngalore '-I 3 cases pending b-fore Supreme 
(3 cases nding in sup- Court rflatr to post-mmdacturing 

remp Kur t ,  4 in Drihi expenses. In onr case pending before 
High Court and 2 in Supflme Cou~ t, by an intaim order of 
Ksrna taka Hiph Court) the Supltme Courtt the p-rty was 

directed to &posit a p d c u l a r  
zmount of the amount due, which 
h?s been done by the party. In othrr 
two cases. m e  case is penidng for hearing 
before the Court while in the 3rd ce-c 
attempts ere being made tn p t  the 
stav v a c ~  trd. As regalds the casr6 in 
Kwnatalrz High Coart in one case the 
High Chwt has directed the continu a- 
tion of thc Drp.rtmcntal adjudiu ticn 
with a condition that final older may 
R O ~  be p*sscd Br in the other case the 
K*mataka High Caurt has remmdrd 
back the c-se to Amistant Collector for 
denovo proceedings in the light of the 
recent Supreme Court order on PME. 
in ~ ~ s p c c t  of th case pnding before 
the Delhi ~ i &  Court efforts arc being 
made consistently to get the orders 
vacated. 
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5. Bhubaneshwrr 5 Out of these 5 cases in 4 cases pctiticn 
for wcation of stay were filed. All the 
four petitions bavr k n  rqjrcted by the 
court and thcleaftcr hearings ale in 
progmss. In onr case no petition for 
vacation of the stay has brrn filed. 
This is bring examined. 

1n two cases specirl frr cmnsrls 
have hecn engagcd for expeditious 
disposal of thr cases while 2 cases pre 
listed for hearing. In the 5th c '.se man- 
damus appeal has been filed on 23- I 2 - 
83 ard  stay application fileti on 15-2-83. 

8 2 cases are fixed for hezring in the 
(5 cases in Delhi High .High Court, in one czse the stay was 
Court : s in J&K High confirmed by the High Court after 
Canrt 6 r in Punjab hearing the drpartmntal counsel ; 
Maryana High Cow t). in the other cdvr thr High Court l ~ a s  

vecatcd the stz y p~r t id ly .  In  rrsprct 
of a p~rticular czse zpplication is being 
movrd for v~cation in resprct of the 
remainirg perird as well. In the fifth 
case, attempts are bring taken to get 
the stay vrcated in respect of the case 
pending brforc J&K High Court. 
In one case court ordered fol continua - 
tion of the stay till diapossl of the writ 
while in the other applics ticn has b ~ r n  
movrd for vacation of the stay. The 
stay ordrr of h n b b  & Haryana High 
Court hns b e r ~  vaca red. 

8. Gochin I Court is already moved to vacate the 
stay ordrr. 

g. Goa 4 One cast dismissed by thr Delhi 
(n cucs br.forr Supyen* High Court and party wtnt for appeals 
Court one More  Ddlri in Su reme Court, in other cases 211 
High Court and I before out &rts arr  bring made to get the 

Bombay High Co11r.t) stay vacated. 
10. Guntur Ni 1 
I I .  Hyderabid 1 0  In respect of rasps pcnding in the 

(4 cases in Supreme Court Supreme Court counter amdavit has 
5 cases in Andhra Pradcsh been f ilrd. In rt sprct nf cases 
High Court and I cam in pending in Andhra Pradesh 
Ddhi  High Court) High Court countvr aifflkvit filed in 

respect of three caws while in one case 
Court has been moved for vacating the 
stay and the application has brtn dis- 
misscd by the Court and in the 5th 
case counter affidavit is being filed. 

I n  respect of cases before Delhi High 
Court counter affidavit filed. In  one 
c u r ,  the stay granted by the Calcutta 
High Court has been vacated by the 
Suprems Court in two cases stay has 
been granted by the Supreme Court 
in one case rclattd PMB has becn 
tranaferrtd from M. P. High Court to 
Supreme Court and the 5th case a pli- 
cation has been moved before &,hi 
High Court for vacation of the state 

-.----- 
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no. Pune ?. 

Out of 21 cases prnding dt.cision in the 
Suprcrnr Court, Delhi Hi h Court, 
Rajathan High Court at Jodfpm. rdd 
Jaipur app!ications for vacation of the 
stay ordrrs hrrd brrn filed in four casts. 
Stcps art: bt.ing takm to file applications 
for vacation of stay orrlrrs wht.rivcr 
necessary in othcr rzses. 

Steps arc being talwn for carly va- 
cation of thestay orde~s. 

In a ft w c !ses bank gualan tc t s have 
bwn ful nishrd by thr party, counter 
rfidevit has bc tn  filrd in onr c a r  ; 
in o w  casr stay is v.:ratcd and t1w case 
rrmmded back for paning frcsh ordrr. 
Efforts arr  bring made in rtcprct of 
0 t h  r casrs to grt thr stay ordrlsvacated. 

Counter diidzvits filed in mart of the 
cases end application for vacation of 
the stay arc bring moved in othcr cases. 

In one caw stay ordrrs has brrn 
derided by the Suprrme Court dirrct- 
ing thr p v t y  to make specific payments 
and furnish bank guarantrrs rtc., in 
othrr case in pursuance ofthe zpplicaiion 
for vacation of stay wdrrs the High 
Court has ordrrcd thr assessee to furnish 
srcurity of RF. o rrorts immovable 
property btlonging to the company and 
did notvmzate thestay. Writ ~ z s d r r i d r d  
in favour of thr party and the Drpart- 
merit filcd an appeal In t11c 
Suprcme Court. In  the other two 
casrs efforts are being made to get thr 
stay ordersvacated. 

Counter affidavits filed in three 
cases and in the o~llrr two cases consis- 
trnt rfforts are bring made to get the 
stay ordrrs vacatcc!. 

Efforts arc bring mad? to grt t h  
orders vacated c xpeditiously. 

Petition for \;cation of the stay 
01-dr~ s dismisstd. 

Stcps taken for earl! vrxation of stay 
ordcts. 



24. Coimbatore In  three cascs stay orders vacatcd 
while in the othrr cases though stay 
orders are still continuing partirs ham: 
paid the zmounts and furnisrd guarantre 
as directed by the Court. 

One casi-disniisrrd by m g h  Court 
and the party has paid bulk of the 
amount due. In the othrr case the 
Central Board of Excise & Custonls 
has moved for withdrawal of the show 
cause noticr issurd by thc Awtt. CoIIrc- 
tor concernrd. In the third case, s k y  
continues but the party has been dirc c- 
trrl by the Court to furnish bank 
guaranlcc. 

Two casrs relating to PME and are 
p~nding  hrfore the Suprcmr Court.Tho- 
ugh PME issurs haw been drcided by 
the Supreme Court t t a e  individual casrs 
are mprcted to be drcidrd soon. I n  
one case the party has madr par t pay- 
ment of duty under pt.rsuation and 
in the fourth caw, final decision is 
awaited, hearing over. In the 1.c st 
of thr  cases, efforts are bring merle to 
get the stay orders vacntrd. 

Hrre in those caws whrre txcirs 
r d r s  or (xcise Act have becn arnrnded 
like for instance Rulcs g and qg in 
cnpt ivc consumption cases and st ction 
2 ( f )  in pl ocrssing matter, steps havr 
brcn dircctly takrn to havc tho stay 
ordcrs vacated. In the case of PME 
issurs, following the Supmmf. Court 
judgrmcnt of May and October, 1983, 
Bombay High Court has bern moved 
for carly disposal of I hr pc nding PME 
cases ; as a result almost all the c a m  
have been disposed of or the stay gran t r  d 
rnrlirr has brm vacated. In somr casrs 
prrties havr bcrn prrsuadrd to pay part 
nf  thcir arrcais c.vm though their cascs 
hirvc not bren dvcided by the Cmut. 

In othrr cases tb c.xpcritncr 
is that thr courts are vrry much rcluc- 
tnnt to vacatr the stay orders w h r e  
question of law substantial or 0 t h ~ ~  wise 
are involved. 

Inform&m from Cdlrctors of Crntral Excise Ahmedabad, Baroda, Ddhi & Wcst. 
Bengal ia awaicd an will bec furni~hrd to thc Committee on rcceipt. 



The Ministry of Law thxough their Branch Secretariat and the 
Central Agency Section in New Delhi are responsible for conducting 
the Government litigation. Generally Standing Counsels for con- 
ducting such cases are also appointed by the Ministry of Law. Close 
liasion is maintained with the Ministry of Law in the process of 
appointing Standing Counsels and also for giving material for filing 
applications for vacation of stays and also for filing counter affidavits 
wherever called for and finally in arguing the case before the courts. 
Since the number c-f cases in the different High Courts and Supreme 
Court had come ir  large number over a specific period the resources 
of the Ministry ~f Law as well as the Department had been put to 
a lot of strain in meeting the exigencies of the situation. However, 
as explained above, all steps were taken to ensure that the stays 
before the High Courts are vac.~ted as early as possible. 

[Ministry of Finance (Deptt. of Revenue) O.M. No. 234/15/83/ 
Cx 7 dated 7-1-1984] 

Recommendation 

The Committee note that there are 35 other cases relating to tariff 
items 19 and 22 where the assessees have obtained stay orders from 
courts even though the excise due to Government had beenlwas being 
recovered by the assessees from the customers. The amount involved 
in these cases was over Rs. 16 crores, According to the information 
received by the Committee so far, only in three of these cases, stay 
orders have been vacated. But even in these cases, earlier demands 
are still to be recovered. The Committee would like to be informed 
why the courts were not moved for the vacation of stay orders in 
all these cases. The Committee would also like the Ministry to take 
immediate steps to move the courts far the vacation of stay orders 
in all cases where these have not yet been vacated and also for 
recovery of the duty fully. 

[S. No. 3-Para 1.34 of 170th Report of P.A.C. (7th Lok Sabha)] 

Action Taken 

The information on the above has been obtained from the concern- 
ed Collectors of Ahmedabad/Baroda/Bombay-I and I1 and the same 
is furnished below: - 

1. Ahmedabad: One case stay vacated on 1-10-1982. Against 
, an arrear of Rs. 1.60 crores. 1.47 crores has since been 

collectect . 



2. Baroda: 4 cases-Though these cases are filed prior to 
issue of ordinance No. 12/79 the Government Counsel 
advised to wan mi the Court decision on the challenge of 
ordinance, is decided. Ultimately the stay in all the four 
cases was vacated on 11-8-1982. In 2 cases full amounts 
payable have been realised. In the 3rd case party paid 
the arrears of 1.39 crores for the period 1212-1980 to 
22-4-1982. For further period they have again gone in writ 
in Delhi High Court and stay obtained on 18-3-1982. In 
the earlier order 50 per cent guarantee has been provided. 
In the fourth case, the stay got vacated in November, 1983 
cnd arredrs amounting to Rs. 79.76 lalihs have b ~ e n  realis- 
eii. 

3. Bombay-I: 19 cases-These cases were taken up for vacation 
from time to time and these were ultimately dismissed by 
Bombay High Court during 1983. Against these dismissals, 
in 10 cases parties have filed civil appeals in Supreme 
Court. In the interim order passed the Supreme Court has 
ordered for payment of 50 per cent Government dues in 
2 instalrnents and 50 per cent to be covered by bank 

guarantees. 

4. Bo,m.bay-II: 11 cases-All were dismissed by Bombay High 
Court in June 1983. In 9 of these cases, parties have gone 
in appeal to Supreme Court who have since issued interim 
orders for payment of 50 per cent of past dues in 2 instal- 
ments and 50 per cent to be covered by bank guarantees. ' 

[Ministry of Finance (Deptt. of Revenue) 0.M. F. No. 234/15/W/ 
Cx 7 dated 7-1-1984] 

. . Recommendation 

The Committee note that one of the major reasons for increased 
litigation in excise cases is that the law on the subject has become 
very complicate and a large number of statutory orders have been 
issued and continue to be issued further confusing the position. In- 
stances have come to the notice of the Committee where on the same 
issue, two Collectorates have given different interpretations leading 
to avoidable litigation. In  this connection, the Committee note that 
a comprehensive legislation on Central Excise is proposed to be 
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brought before Parliament soon. The Committee desire *at it should 
be enswed that the proposed legislation is as simple, precise and 

clear as possible so as not to leave any mom for doubt or ambiguity. 

[S. No. 7-Para 1.38 of 170th Report of P.A.C. (7th Lok Sabha)] 

Action Taken 

The suggestions have been noted. 

[Ministry of Finance (Deptt.'of Revenue) O.M. F. No. 234/15/83/ 
Cx 7 dated 7-1-1984] 



RECOMMENDATIONS/OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DE!StREI TO PURSUE IN VIEW 

OF THE REPLIES OF GOVERNMENT 



RECOMMENDATIONS/OBSE31VATIONS . IN' RESPECT. OF 
WHICH HAVE NOT BEEN ACCEPTrED BY THE 

COMMITTEE AND WHTCH REQUIRE 
rnTERATION 



CHAPTER V 

RECO~DATIONS/OBSERVATIONS IN RESPECT OF 
WHICH GOPEtRNMENT HAVE GIVEN INTERIM REPLIES 

The Committee have been informed that till the end of 1982, as 
many as 4320 cases relating to recovery of excise duties were pend- 
ing in the various Court,% of law. Of these 634 were pending in the 
Supreme Court. 3234 in High Courts and 452 in lower courts. Of the 
total number of 4320 cases, 3215 are pending for less than 5 years, 
924 for five years, 154 for 1G years and as many as 27 cases are pend- 
ing for 15 pears or more. The total amount of duty involved in these 
cases is estimated to be around Rs. 600 crores which could be several 
times more if the recurring effect of Court's orders on revenue is 
taken into accounts. 

[S. No. &Para 4 of 170th Report of PAC (7th L.S.)] 

Action takein 

No Action Taken Notes as the para is a simple narration of facts. 

[M/o Finance (Deptt. of Revenue) 0 .M. F. No. 234/15/83/ 
CX 7 D 7-1-84] 

Recommendations . . 
1.36 The Committee were given to understand that "historically 

speaking, Indirect taxation litigation was not very much in the past. 
Even after the commencement. of the Constitution for a number of 
years, the litigation at least in respect of indirect taxation was 
neither of such frequency nor of such prevalence as it is today" and 
that there has been a substantial increase in the figures of litigation 
cases in the last three years. The Committee would like the Minis- 
try of Finance in consultation with the Ministry of Law, to make a 
study in order to know (i) to what extent the increase in the num- 
ber of excise litigation cases in the recent past is attributable to the 
tactics of successfully buying time for paying the excise duties and 



(ii). w h t  legel remedies are favoured by Courts of Law to effectively 
discomage such tactics which are to the ultimate detriment of eve-  
nue and the national system which that revenue supports. 

1.37 One of the reasons for heavy pendency of excise litigation 
cases is stated to be the inadequacy of the infrastructural and legis- 
tical arrangements in  the Department of Revenue and its f o r d i o n s  
as also in the concerned units of the Law Ministry to cope with the 
increased litigation and to improve the quality of the presentation of 
the Department's caqes before Courts. According to the Allocation 
of Business Rules, it is the responsibility of the Ministry of Law to 
pursue the cases relating to realisation of revenue in the different 
courts. During their on the spot study visits, Study Groups of the 
Committee have been repeatedly informed that the Central agencies 
section officers on the Standing Counsels on the panel of the Minis- 
try of Law are not readily available for advise as they have too many 
Government cases on hand. As a result, the Collectorates were 
greatly handicapped in pursuing excise cases in courts. Further, 
the assessees because of their vast financial resources, could afford to 
engnge top lawyers particularly in cases involving large amounts. 
But the Collectorates have to pursue the cases through Standing 
Government Counsels and quite often through their juniors, If the 
Collectorates were to successfully pursue the cases, particularly 
those involving large revenue. there was no alternative for them but 
to engage lawyers of matching ability. But for this a long drawn 
procedure had to be followed. They had to take the approval not 
only of the Ministry 01 Finance but also of the Ministry of Law, and 
in most cases such permission was not easily forthcoming. The 
Committee have been informed that cases involving huge amounts 
of rwenue were pleaded in the Courts of law by junior counsels who 
could not put forth Department's case properly, with the result that 
court verdict went against the Government. The E'inance Secre- 
tary admitted before the Committee that he was aware of such cases. 
This is very disturbing and. e solution to this has to be found. The 
Committee recommend that there should be a separate Directorate 
in  the Central Board of Excise & Customs to pursue and keep a 
watch on all cases of litigation relating to excise and customs and 
to ensure that Departments cases are not allowed to fall through 
because of default or inadequate presentation. Similar cells may be 
set up in all thc major Collectorates like Bombay, Ahmdabad, 
Madras, Calcutta etc. In  this connection, the suggestion that services 
of retired scnlor officers of the Board of Collectorates of Excise and 
Customs may be utilised as these officers are well conversant with 
the intricacies of excise and customs laws merits serious considera- 
tion. The feasibility of streamlining the existing procedure for 



permitting the Collectorates to engage watching top lawyers in cases 
involving huge revenue amounts may also be considered. 

[S. Nos. 5 & &Paras 1.361 & 1.37 of 170th Report of P. A. C. (7th LS) ] 

Action taken 

The matter is under examination in consultation with the Minis- 
try of Law. 

[Ministry of Finance (De,ptt. of Revenue) O.M. F. No. 234/15/83/ 
CX 7, dated 7-1-84] 

Recommendations 

1.39 The Committee find that at present there is no provision in 
the Excise Law for charging of interest on the arrears of excise duty 
In view of the increased litigation and the view expressed by the 
representative of the Central B lard of Excise and tCustoms that in 
many cases litigation is being resorted to by the assessees in order 
"lo buy time" the Committee feel that there is a strong case for 
making a provision for charging of interest on the arrears of excise 
duties as well as for payment of interest on refunds. Such a provi- 
sion will go a long way in eliminating friv)lous litigation. The Com- 
mittee would like Government to consider and incorpor-'le a provi- 
sion to this effect in the proposed legislation. 

1.40 The Committee understand that in some taxation laws Delhi 
Sales Tax Act there is a provision that no stay order will be granted by 
a court until the admitted amount on amount of the tax demand is 
deposited. There is all the more justification for such a provision 
in the excise law as the assessees in any case collect the duty from 
the customers. The Committee would therefore like the Ministry 
of Finance to examine the feasibility of making a provision in the 
proposed excise legislation for depositing with the Court for c re s t  
to the Public Accounts of India all amounts of tax collected by the 
assessee from his customers or the admitted amount of tax whichever 
is higher, as a condition precedent to the Court entertaining his suit 
or appeal or petition. As per final orders of the C ~ u r t  the deposited 
amount would be disposed of, but the credit in the Public Accounts 
of India will continue to add to the ways and means resources of the 
Government of India. 

. - [S. Nos. 8 & %Paras 1.39 & 1.40 of 170th Report of P.A.C. 
(7th L.S.)] , 



Action taken 

The matter is under examination in consultation with the Minis- 
try of Law. 

[Ministry of Finance (Deptt. of Revenue) O.M. F. No. 234/15/83/' 
CX 7, dated 7-1-84] 

NEW DELHI; 
13 August, 1985 --- 
22 Sravanu, 1907 (S). 

E. AYAPU RELIDY, 
Chairman, 

Public Accounts Committee. 



APPENDIX 

I I .G M/o Finance (Dept. ol' To sum up the foregoing, the Public Accounts Committee had 
Revenue) in their 170th Report (Seventh Lok Sabha) observed that till the 

end of 1982 there had been as many as 4320 cases relating to recovery 
of exc*e duty pending in various Courts of law. Among these there 
were more than a thousand cases pending for a period of over five 

bJ years and some of them had been pending for 15 years and even * 
more. Huge sums to the tune of Rs. 6001- crores had consequently 
got locked up which should rightly have been credited to the ex- 
chequer to add to the ways and means resources of the Government 
of India. The Comn~ittee ha.d noted also that there had been a 

substantial increase in the figures of litigation cases during the pre- 
ceding three years. With a view to overcome the situaton the Com- 
mittee had made the following main recommendations: 

(i) That the Ministry of Finance, in consultation with the 
Ministry of Law, should make a study to know (a) to 
what extent the increase in the number of excise litsga- 
tion cases in the recent past is attributable to the tactics 



(ii) 

(iii) 

(iv) 

of successfully buying time for paying the excise duties 
and, (b) what legal remedies are favoured by Gourts of 
law to effectively discourage such tactics which are to the 
ultimate detriment of revenue and the national system 
which that revenue supports. 

A separate Directorate in the Central Board-of Bxcise and 
Customs as also suitable cells in  all the major Cokcto- 
rates like Bombay, Ahmedabad, Madras and Calcutta 
should be set up to keep a watch on all cases of litigation 
relating to excise and customs and to ensure that the De- 
partment's cases do not fall through for default or inade- 
quate presentation. ' W 

VI 

With a view to avoid frivolous litigation Government 
should consider and incorporate a provision in the p r o p -  
ed legislation for charging interest on the arrears of excise 
duties as well as payment of interest on refunds. 

That the Ministry of Finance should examine the feasi- 
bility of making a provision in the proposed excise legis- 
lation for depositing with Court for credit to the Public 
Accounts all amounts of tax collected by the assessee from 
his customers or admitted amount of tax as a pre-conditiod 
to the Court entertaining the suit, appeal or petition. 



2 1.7 MIo. Finance (Dept. of The Committee are constrained to observe however, that all these 
1. t \ C I  ue) matters have been pending with the Government for decision for 

quite a long time now. Although the Committee were informed by 
the representative of the Ministry of Finance as early as in January 
1983 that a comprehensive Bill on the subject had been finalbed and 
would be brought before Parliament to overcome this situation yet 
two years later the matter 4s stated to be still under consideration 
in consultation with the Mimtry of Law. The Committee wish to 
point out that this is costing the Government heavily in terms d 
huge sums of money. The Committee hope that appropriate mea- 
sures will now be taken expeditiously in the matter and a suitable 
legislation brought in Parliament at the earllet. 

Do. As already recommended by the Committee in the original Re- 
port the Ministry of Finance should examine the feasibility W mak- 
ing a provision in the proposed excise legislation for depositing with 
Court all amounts of tax collected by the assessee from his customers 
or the admitted amount of tax whichever is higher as a pre-condition 
for entertainment of suit or appeal or petition. The deposited 
amount would be disposed of in accordance with the final orders of 
the Court. n i s  will not only augment the ways and means resour- 
ces of the Government of India, but also act as deterrent to the time 
buying tactics. 

The Committee's attention has also been drawn to a judgement 
of the Supreme Court, pronounced on 30 November 1984 in the case 



of Asstt. Collector of Central Excise, West Bengal Vs. Dunlop 
India, and others regarding stay of excise dues to Government. The 
Supreme Court have noted v;ith distress that interim orders often 
ex parte and non-speaking were made even by the High Courts while 
entertaining writ petitions under Article 226 of the Constitution and 
that 'grant of stay of recovery of tax should not be issued except 
under exceptional circilmstances. The Court have also observed 
that in majority of writ petitions the cases are filed solely for the 
purpose of obtaining interim orders and thereafter prolong the pro- 
ceedings by one device br the other. This practice needs to be 
strongly discouraged. Tlie Court also wondered if in the case of 
indirect taxation where the burden has already been passed on to 
the consumer any interirn relief should at all be given to the manu- 
facturer dealer and the like. The Committee desire that the Gov- 
ernment should review all tl ic cases pending in Courts of Law, in the 
light of the judge~nent nc;!ed above. and to take all steps, to get the 
stay orders vacated and the d11cs collected immediately. 

111 this connection, the Conlmittee also wish to point out that the 
question of incorporatin2 a suitable provision in the Central Excise 
Act on t l ~ e  lines O F  Section 37 of the Zombay Sales Tax Act in th~: 
light of the decision of the Supreme Court in the case of Sales Tax 
Officer, Gujarat Vs. Ajit Mills Ltd. in order to ensure that a refund 
of excise duty does not result in an unjust enrichment of the assessee 
at the cost of consumers has also been under consideration of Gov- 
ernment for a long time. Section 37(1) of the Bombay Sales Tax 
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Act permitted forfeiture of the tax collected in excess by a dealer 
in contravention of the provisions of that Act so that trade does not 
get fortuitous benefit of excess collections of tax realised from the 
consumers. The recommendations to this effect had been made by 
the Public Accounts Committee in their 95th Report (1969-70) and 
reiterated subsequently in their 13th Report (1977-78), 46th Report 
(1980-81) and 71st Report (1981-82), but the Government has yet to 
decide and act on these important issues. 

In fact the Government owe a n  explanation to the Committee for 
the inordinate delay in arriving at a decision on this important issue. 
In  a written note furnished to the Committee in April, 1983 the 8 
Ministry of Finance (Deptt. of Revenue) stated as follows: 

"The Committee had recommended that a provision should be 
made in the Excise Law for forfeiture alone without a 
provision for refund to anyone in case the burden of duty 
had already been passed on by a manufacturer. The 
Ministry of Law was requested to advise whether such a 
provision could be made. The Law Ministry opined that 
there was no Constitutional objection to such a provision 
provided a provision to pay excess amount to the consu- 
mer was made. The Law Ministry's view were considered 
and since they were not in conformity with the Commit- 



tee's recommendation for forfeiture alone and certain 
doubts and difficulties were envisaged in the implementa- 
tion of the La\v Ministry's advice, the matter has been 
referred back to the Law Ministry whose further advice 
is awaited". 

The Committee cannot but st~.ongly urge upon the Government 
that rather than dilating further on the literal aspects of the Com- 
mittee's recommendation they should go by the spirit thereof and 
incorporate a suitable provision in this behalf in the proposed legis- 
lation with a view to deterring the trade from fleecing the consumer. 

1.11 M/o Finance (Deptt. of In the meantime, the Committee see no reason why the question 
Revenue) of setting up of a separate Directorate in the Central Board of Ekcise 

and Customs and similar cells in the major Collectorates should not 
be settled without delay so that all cases of litigation relating to 
excise and customs could be pursued properly and it could be ensur- 
ed that the Department's cases were not lost for want of suitable 
arrangements in the Department and its formations. The Commit- 
tee wish to reiterate that no time should be lost in making good th?s 
deficiency which has in the pa& stood in the way of competent handl- 
ing of the departmental litigation. 




