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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authoristd 
by the Committee, do present on their behalf this Twenty-fonrth 
Report on Para 18* of Audit Report (Civil) on Revenue Receipts, 
19fiG and Audit Report (Civil) on Revenue Receipts, 1967 relating to 
Customs and Unlon Excise Duties. 

2. The a b v c ~  ~lientioned Audit Reports were laid on the Table 
of tht. House on the 28th April, 1966 and 30th May, 1967 respectively. 

3. The Public Accourts Committee considered these cases at 
!heir sittings held on tke 16th October. 1967 (FN.) and 20th and 21st 
Deccmbcr. 1967 ( A N . ) .  The Report wac considered and approved 
by the Committee a t  their sitting held on 18th March, 1968. The 
minutes of these sittings form part of the Report (Part XI).** 

4. For facility of reference the main conclusions/recornmenda- 
tic.ns of the Coinmitlet h a m  been printed in t h i ~ k  t ~ p e  in the body 
of the Report. A staterncnt showing the summary of the main 
conclusions/recomnt~ndations of the Committee is appended to the 
Report (Appendix XV) . 

5. The Committee place on record their appreciation of the 
assistnncc rcndcred to them in their examination of these paragraphs 
by the Co1rl))troller and Auditor-General of India. 

T h ~ y  would 31~0 like to express their thanks to tht. officers of 
thrn Li~ntstrlt..: of Finance (Departme-?t of Revenue) and Transport 
and Shipping and the Central Board of Excise and Cus?oms and the 
Bombay Port Trust for the cooperation extended by them in giving 
information to the Committee during the course of evidence. 

NEW DEI.HI ; bl. R. MASANI, 
March 21. 1W8. C h a i m n ,  
~ h n i t r i  1,- 1890 - (s)-- Public Accounts Committee. 

.- .- -- - - - - - - -- -- -- - - -- 11 _- 
*The Puhlic Accounts Cnrnmittcc (1966-67) had appointed a suh-Comm&e 

to connidcr p r n  18 of qrdi t  Hcport (Ctvll) on Revenue Receipts, 196 6. T h e  Sob- 
Crmmittec could not take my euicicnce as the Thwd Lok Sabha was disdffd on 
3rd Much, 1967. 

**Nor printed (me q.clastvled cnpy laid an the Table of the House a d  five 
copies placed in porliment Library. 



CUSTOMS (CONFISCATED GOODS) 

Delay in the disposul of Confiscated Goods-Para 18 of Audit R e p r t  
(Civil) on Revenue Receipts, 1966 

Audit paragraph disclosed that confiscated lead pencils worth 
about Rs. 1,83,000 were lying undisposed of since 1958 onwards fn 
Land Custolns Collector, Shillong. In 1961, Audit suggested that . 
in order to avoid damage or depreciation in the value of the goods, 
the goods rriight be utilised departmentally in accordance with the 
Board's general instructions. In reply to an Audit query in 1964 
regarding utilisation as suggested, the Department furnished the 
following particulars : - 

( I )  Total value of pcncils supy licd to- Rs 
(a) Rnilwys 3 0 ~ .  36 

@) Other Govt. Departments ad34 1 73 
(2) Total credits rcceived so far from Railways 3rd other Go\-t. 

Departments 2q,?55.02 

(3)  UndisposcJ o f  pencils . 1,44,161,62 

1.2. In a note submitted to the Comrnittce i n  :+lay. 1967 the Min- 
istry of Finance (Department of Revenue) stated that the quantity 
of pencils seized in Shillong Col1ectora:e during the period 1953 to 
l%l .  ycx-wise. was as follows : - 

Year 



1.3. Attempts were made on several occasions for sale of the 
pencils through auction 

1.4. As the bids offered were below the duty leviable, the bids 
were not accepted. Pencils were thereafter offered to other Gov- 
ernment offices but the demand was for very limited quantity. 
2,532 Gross, 11 Dozen and 4 pencils \rere supplied to Railways and 
other Departments. In  consultation with the Kinistry of Works, 
Housing and Supply, the stocks were transferred to Calcutta Cus- 
toms House to enable the Stationery Office, Calcutta to inspect and 
accept the s e n l c e a ~ l e  quantity of penzils for issue to Central Gov- 
ernment oflices, 12,985 Gross, 2 Dozen and 10 pencils, inclusive of 
509 Gross, 1 Dozen and 2 pencils pertaining to Jorllat and Gauhati 
Divisions, were despatched to Calcutta for disposal. The inspection 
of stozks by the Stationery office was made from August 1963 to 
May, 1964. Only 528 gross pencils were found acceptable to the 
Stationery oftice in 1965. Thereafter. efforts were made to dispose 
of the balance by the Calcutta Custom House through auctions. 

1.5. The auantlty o f  penr~is damaged in storage was about 1,050 
gross valued at a b w t  Rs. 12,000. 

1.6. The total arcount realised by auction of pencils and sale to 
Government Depa: tments is stated as Rs. 2.04,044. 

1.7. The book value of the pen5ls transferred from Shillong 
Coliectorate to Calcutta Custom House was f i s .  2,27,951. The duty 
leviable thereon at the rate prevailing was about Rs. 2.45 iakhs. 

1.8. Referring to the loss on the disposal of the pencils, the 
representative of the Central Board of Excise and Custon~s stated 
during evidence, tnat the ioss could be gauged w!th reference to 
the b k  value of the goods or duty liability. In this case the book 
value of the goods was undoubtedly higher than the sale proceeds, 
but the book value was not necessarily the correct value, as it m~ght 
have been mflated. The witness agreed that due to long storage 
there had been some deterioration and admitted that pencils worth 
Rs. 12,000 were eventually d~sposed of a t  a lower value. In so far 
as the duty liability was concerned, there was no loss in the dis- 
posal of the pencils. The pencils were disposed of between the 
middle of 1966 8nd June, 1B66 when the rate of duty was 100 pet 



cent ad vaWein. Against the duty liability of Rs, 99,000* the sale 
proceeds were Rs. 1,98,000. 

1.9. The Mmistry's note showed the following details about the 
dates of auctions and offers received before the confiscated pencils 
were transferred to the Calcutta Customs House:- 

.._ - - _ - - - - ____ _ - 
Name of place Dcitc ofauction Position rc.e,!rJinr offers received 

Do. 
Do. 

Filc containing bid ' ' :t is n 
av~ilahlc.  

2.  S~lchar . 10-5-1955 File is not av.ail.lhlc. 
25-6-1955 File containing bid list is not 

ntrt available. 
1 7 - 6 - 1 ~ 5 5  I3iJ li.1 i i  not .ivilable 
20-7-rg57 File is nibt avail.iblc. 
27-6-105s r ) ~  
3r ---~y$ D I ~  
.Ij9ril, 1059 130 

-- - - -- - -- - - -  ---- - - -  ---- -- 

1.10 The Committee wfcsrcd to the Ministry's n o t < ~  stating that 
the bid lls*.; were r,ot avulable and asked how 111 the absence of 
relt-vant rt-co:-ds, the h a r d  con!endcd that the bids \rere below the 
duty leviable. The representative of the Board stated, "My infor- 
mation is bawd on the  reposts received from the Collectorate. At 
that timc thcy were reporting from timc to time to the Central 
Board statmg thdt they wcrc putting the goods up for auction and 

- -- - --- --------- 
*Audit lwvc stated that t is not clear hot6 the dutv ltabihty has ~.OW &a 

~ t ~ t d  to hc Re. gy, OW by the hlinistrv of Pinaxc when eirlicr the himlptry 
cnlculntcd it as Hs. 2 . 4 5  Irkhs. Audit have further potntevl out that till 20.8.65, 
ptniila wcrc sutrjcct to a dWv at a -.f~'tlhC rate for pencils m as n perchltrge of tk 
value of whictwver was Lugher. i'hey have concluded : 

Wweidcring the pertrrds of s t lx~n:  af the pencils a d  the ntcs of 
prcvi~ilmg tmm time ro t lmc, it would rppar thnt the duty leviable at the 
rpcclfic ntr would he higher than the duty lcriablc an thc value t . 8  
would rppraximrtcly be Rs. 2 .  JS lakhs as first est~matcd by the M U  
try. Hence the dcmcnt of IOU of about RB. o,ooal- an rccootd ol duty 
clnnet be cmcludvdy  ruled out in tbe ulr 4th~ pcne&.' 





m d  a reply thereto was sent in October, 19M. Asked about the rea- 
sons for the delay of about 34 years in replying to the Audit objec- 
tion, the Secretary, Revenue and Expenditure, stated, "I feel this io 
a case of bad delay which should not have really happened" The 
witness added, 'Last year strict instructions were issued and ccr- 
tain procedure for disposal of old pending cases was suggested." 

1.15. In  a note (Appendix I) furnished to the Committee, the 
~ i n i s t r ~  have stated that the Audit note of the Accountant-General, 
West Bengsl was received by the Assistant Collector, Silchar on 
3rd July, 1961 and a reply was sent on 20th November, 1961. Subse- 
quently, correspondence continued between the Assistant Collector 
and the Accountan:-General, West Bengal tlll 8th December, 1954. 
There has b t ~ n  delay in the Orlice of the Assistant Collector in 
rc~plying to t h e  reference received from the Accountant-General, 
wes t  Bengal. The Collector of Central Ex.-ise, Shiilung, has been 
asked to exanl.ne if thrre had been ncgltgence on the part of any 
ofic:al and 11 sc~ to take sultable actmn. 

1.16. The Conunittee are not happy over the leisurely manner in 
which the Customs Department took several years to dispose of the 
Confiscated pcncils in this casc. Out of 15,518 gross pencils seized, 
the bulk of them (15,380 gross pencils) were confiscated during the 
period from 1953 to 1936. Except fur a small quantity of 3060 gross 
supplit-d to Itailways, Stationery Officc and the other Government 
Departments, the remaining pencil5 were disposed of through auc- 
tion by the Calcutta Custom Ilouw during the period from the 
middle of 1965 to June, 1M6, thnt is, 8 to 12 years after their 
confiscat ion. 

1.17. The Comnlittee find that initially attempts wcrc made to 
auction 481) gross prncils in small lots at Irnphal and Silchar from 
1955 to I939 but there u-a, no offer. (1nform:rtion in  rcspe.-l of 
Gaulrnti and Jorhat is not available as the relevant files were des- 
troyed somc time hark). They feel that in order to attract bidders, 
the pencils should have been offcr~d in sizcahle lots and, if i d -  
tial r11ternpls to auction at t h e  nbow places hnd hilt-d. the Depart- 
ment should itself have thought of auctioning the pencils at a bigger 
plncc like Calcrrtta as was ultimately donc! in 1% and 1966. I l ~ ~ r i n g  
cvidcncc. thc Secretary, Rcvenuc and Ewpenctiturc, admitted 
that "therc cansot he nng valid cxplnx~ntion t.scept that this was not 
thought of and it should hnrc been thought of." 

1.18. The Committee arc also not able to appreciate why the Cas- 
tom Department took nearly four ycars to implement the Audit sag- 
gmtim jn July 1961, that the pencils might be utilised for Ga~enu- 
ment'a own requirements 



1.19. The earndative effect of all this delay was that 1,MO gross 
pencils, valued at a. 12,000, were damaged and Government under- 
went this avoidable loss. The Committee hope that the Board of 
Excise and Customs will take suitable measures to ensure that such 
cases do not recur. 

Measures taken to speed up disposal of confiscated goods. 

1.20. The Ministry of Finance (Department of Revenue) have 
furnished a statement (Appendix 111) showing the value of undis- 
posed of goods as on 1-4-1967 which were contiscated prior to 1963-64 
and in the years 1963-64, 19634-65 and 1965-66. The position is es 
under:- 

----- -..- --- --- 
1.21. The h'I1nistr-y have stated 1n their note that generally, the 

disposal of confiscated goods has taken a longer time in Bombay, 
Poona, Nagpur and Bangalore Central Excise Collectort~tcrs and 
Bombay and Cochm Custom Houses The delay largely weurs in 
the d~sposal of consumer goods, the import of which is banned or 
heawly restricted. Disposal of such goods is mostly through retail 
sale. Auction of such goods IS generally avoided so as to prevent 
the possibility of the buyers utilising the  sale vouchers to cover the 
receipt and d~sposal of contraband gcxxis unauthor id ly  acquired. 

1.22. The Committee desired to be furnished with a note stating 
the special steps taken by the Ministry to dispose of these goods. 
In their note the Ministry have stated that for the lhst few years, 
Collectors have been repeatedly urged to make determined efforts 
to dispose of conAscated goods as quPkly as possible to the best 
advantage of Government. Instructions have also becn issued that 
retail prices of carflacated goods all of which may not be in show 
room condition, be Axed in a realistic mannn, 4.e. lesg the 
merlret price for oimilar goods so as to  provide an element of in- 



ducement to the buyers. Other special s tep  taken include the 
fu~10wing:- 

(a) Sale of confiscated consumer goods. 
(i) in bulk to the Canteen Stores Department, Consumers 

Co-operative SocietiesjStores. 
(ii) in retail through retail shops run departmentally at  all 

important centres. 
(b) Sale to the State Trading Corporation of goods such as 

cloves whose import is through that Corporation. 
(c) Sale of confiscated trade goods by public auctions as fre- 

quently as circumstances warrant. 
(d) Sale of uncut and unpolished diamonds and precious 

stones by public auctions to import licewe holders. 

1.23. The Ministry of Finance have added that the question of 
selling all consumer goods to the  Xational Cooperative Consumers 
Federation Ltd., (except the goods to be lifted bv the Can?ecn Stores 
Department (India) and the  Cooperative Stores run by the Ministty 
of Home Affairs) is under consideration. 

1.24. Another proposal to entrust the task of disposal cf confiscat- 
ed trade goods to the D.G.S.&D. is also under consideration. 

1.25. The progress In the d~sposal of each Custom House Collec- 
torate is reviewed by the Director of Inspection. Customs and 
Central Excise as well as by the Board periodically and appropriate 
instructions are issued. 

1.26. It  has also been stated in the note that during the period 
from 1-12-1966 to 31-7-1967, confiscated goods worth Hs. 1.19.B.796 
as per details given below, were disposed of as a result of the special 

Book vdue of 
p x i d  isplced 
of during tEe pc- 
rioil 1-12-1966 to 
31-7-1967. 

Prc1Mq-Q . . Rs. 3?,16,858 
19fi364 . . Rs. 14.72,174 
1 964.65 . . Rs. 29,5a,91h 
1955-66 . Rs. 3%23*7& ------- 

b. b1906~1796 



1.21. During edidence, the representative of the Board stated th.; 
if this tempo was maintained, the value of disposals in the last one 
year might be of the order of Rs. 1.80 crores as against the annual 
average of the last 3 years of Rs. 1.43 crores. The witness further 
stated that there would be much better performance by the Depart- 
ment if they succeeded in holding more auctions. 

1.28. The Secretary, Revenue & Expenditure, added "the decision 
to bring the Dirtctor General, Supplies R: Disposals and the Con- 
sumer Cooperatives into the picture was a very recent one hardly 
going ba?k to a fortnight or so. We will haire to sce the impact of 
this also o!l accelerating the pace of disposa1." i Ip stated "the prob- 
lem is greatly exercising us and we would like to avcrt the deteriora- 
tion of ;:cwcis In storage and to find methods and rncnns whereby 
consis'.ent rv:+*1 the statutory liabilities. ~ v h i r h  sornetlmc.s came in 
the x4.:1\. of 1:rtmediate disposal of goods . WP will endrnvour to 
clear this accumulation of undisposed of confiscated goads." 

1.29. The Chairman of the Board of Custotns and Escisc stated 
that previously consumer goods like blades, cosmetic.:. watrhcs etc. 
used to be auctioned and it was found that ri:lcs u w c  formed so 
that bids were not very hlrh. Sometimes ' he  Dcpartmcnt got even 
much higher bids than the normal price of thew p o d s  bwause the 
merchants utilised the pretext of havlng bouryht these goods to 
cover other smuggled goods. Therefore, five or ?is years ago, a 
decision was taken that consumer roods should not he sold by auc- 
tion and the Department should try to get as near the consumer as 
possible. Such goods were, therefore, sold to cantecns, cooperative 
stores and directly by retail sale. The prices for the retail sale were 
fixed very near to the market prices. Sometimes, it. took a long time 
to sell the goods. For instance at one time thtv had nearl-. 2 lakh 
watches, which took time to be sold. These could havr  It++rin auc- 
tioned quickly but that would h a w  rrcatcd furthcr prol~lvrns. rcgard- 
ing smuggling. 

1.30. In reply to a questim, the rr*prescntativc* nf thcl %ard stated 
that there were roughly 12.820 watches valued at Rs. 14,11,951 pcnd- 
ing the disposal as nn 1-8-1967. Thc witness addcd that lot of difft- 
~ l t i ~ i  were experienced in disposinj: of watches t i l l  about a year 
and half ago, when there was a fairly large number of watches 
pending disposal. But after the issue of the instructions to the 
Collectors to be mote realistic in fixing prices, the Department had 
been nuccessfuI in disposing of most of the watches. 

131. Ae reg~rds trade goods, the witness stated thot these were 
governed by certain statutory obligations which caused delay. The 



Department gave the parties option to clear the goods within a cer- 
tain period, usually four months. If the party went in appeal, it 
might take another three to six months to dispose of the case. 
Thereafter, if the party filed a revision petition, the disposal of the 
case would take still longer period. Therefore, very often, even in 
the normal course, the time between the confiscation of goods and 
their ultimate disposal might range from six to a year or two. 

1.32. The witness stated that the Customs Tariff Study Team 
had looked into these matters and come to certain conclusions. The 
Department were tackling these problems at various points. First, 
it was proposed not to confiscate the goods but allow clearance, so 
that they did not clutter up the docks. Secondly, it was proposed 
to amend the law so that if a party did not want to clear the goods 
pending the settlement of a dispute, it could at least transfer them 
to a private bonded ware-house. At present, in such case, the party 
could not put the goods in a private bonded warehouse, unless it 
was informed that there was no room in the  public bonded ware- 
house. With regard to the disposal, the v;itncss stated. "At present, 
the law is that till the appeal period, that is, till thc revision petitions 
are decided, we cannot get rid of the good:;. There mzy be natural 
loss because sometimes goods arc liable to detcrioratici~? r-aturally. 
So, we am now taking acticm for the amerldment of the law so 
that if necessary, th:lt thc goods should be dispcwd of straightway 
and the sale proceeds kept in deposit pending the a?pcal cnd rcvi- 
sion petition stage." 

1.33. The Committee asked whether i t  wou!d not bc helpfal to 
Government in arrhring at a decision in regard to t h b  v a r i i u i  alter- 
native procedures for disposal of ronf!scatcd gnod;, ~f a small corn- 
mlttee consisting of persons having knowledge of cscisc and customs 
and two or three businessmen was appointed to esanlinc these 
problt~ms and to advise Government on evolving siiit,?hlc procedures. 
The Secretary, Revenue & Expenditure statrd. "Speaking for the 
Department, subject 10 whatever decision may be tzlkcn at a higher 
level, I will personally welcome the suggestion. We feel that this 
is the appropriate time when we should work out parkape measures 
which will help us in getting the revenue reci~ipts out of these 
confiscated and seized goods and also prevent their drtcrioration 
because gmds anyhow h a w  come into thc county.  So. the sug- 
ge8tion to take the advice of knowledgeable people and business- 
men should be wekomc and subject to the orders which may be 
passed, we would like to follow it up." 

1.84, Cotrunittee ere concerned to note that goods valued at 
k 5.17 croras codhated upto 31-3-1968 wara lying undbposed of rrr 



on 1st April, 1967. The disposal of goads in the past has begn sbm 
resulting in  deterioration and pilferage. Thc Committee note t4@, 
as a result of a special drive undertaken by the Customs Department, 
they were able to dispose of confiscated goods worth 8s.  1,19,65,799 
during the period from 1-12-1966 to 31-7-1967. They hope that efforts 
will continue to be made to maintain the tempo of the disposal of 
goods. The Conunittee would like to watch the progress made with 
the disposal of confiscated goods through future Audit Reports. 

1.35. The Committee also find that proposals regarding the disposal 
of consumer goods to the National Co-operative Consumer Federation 
Ltd. and of trade goods through the Director General, Supplies and 
Disposals. are under consirIer.ration. They Study Team on the Customs 
Department have also made certain recomnlcndntions in ihis matter. 
The Co~nmittee feel that it would be helpful to Government in arriv- 
ing at a decision in regard to the various alternative procedures for 
the disposal of confiscated goods if a small committee consisting of 
persons having knowledge of excise and customs and two or three 
businessmen is appointed to examine these prohlems and to advise 
Government on evolving suitable procedures. The Committee would 
like to know the action taken in this connection. 

Disposal of seized cars. 

1.36. The Ministry have furnished a statement (Appendix IV) 
showing the position regarding 156 cars lying in the custody of the 
Customs Department on 31-12-1966 for violation of Customs Laws. 

1.37. The witness stated during evidence that in the last ten years, 
out of 554 vehicles seized or confiscated from all the collectorates 
(except one collectorate) , 400 had been disposed of leaving a balance 
of 154 vehicles out of which another 39 vehjcles had since (31-12-1966) 
been disposed of and 33 more were ready for disposal leaving a 
balance of 82 vehicles. 

1.38. The Committee enquired about the reasons for delay in the 
disposal of the cars. The representative of the  Board stated that 
some vehicles were subject matlter of court pr-dings, some were 
involved in appeals, revision petitions etc. and some cases were still 
under investigation. 

1.30. In reply @ a question, the representative d the Board stated 
that the vehic1es"were disposed of @rough auction. Asked if the 
Customs Department had tried to oo-ordinate with the Sfate 'Pr;adJnit 
Corporation to ensure quicker disposal of confiscated cars, the Cbsir- 
apira of the BQard sPitted, "We wiLZ certainly explore t+ paagiblUt&! 



af making use of the State Trading Corporation for dbposal of cars 
as soon as they become ripe for disposal. Actually, this will be in 
Zlhe line with our recent thinking that we should hand over the trade 
goods for disposal ta  the Director General, Supplies & Dbposab and 
to the Natioml Con~umer' Co-operation Federation in the case of 
CO- gcuds." 

1.40. The Committee asked whether it was feasible to rel- the 
seized cars to the owners on receipt of a deposit, pending the dupad 
s f  the legal pmeedings. The Secertaxy, Department of Revenue and 
Expembture, stated "The question was posed by me and the Law 
Department advised us that under the law, as iti stands, physical 
indentification becomes necessary and this is the problem which may 
have to be got over by some kind of a legislation." The (2hahmm 
.ob the Board stated that except in those cases where on the face of 
it, the goods (like gold, currency etc.) were liable to complete con- 
flscation, it was m w  proposed to allow them to be cleared on a bond 
or deposit pending the penal action. After confiscation, the property 
vested in the Government under the law and there was no question 
of its being given to anybody except on payment of fine fixed in 
lieu of confiscation. 

1.41. According to the Ministry's note, the prescribed procedure 
for maintenance of seized 'conkated cars, including precautions to 
.ensure that they are not damaged while in Customs custody, is as 
fo lbm:  

(i) Suitable arangements should be made to protect such 
vehicles from rain and sun by keeping them in garages 
whlerever possible or by raising t e rnporq  sheds. 

(ii) The engine d the vehicle is to be run twice a week for a 
few minutes to kcep the parts under lubrication. 

(iii) when a vehicle is jacked up, the tyres should be deflated 
and pressed inside so that the rubber portion is detibcbed 
from the rim. 

(iv) The services of a mechanic should be requisitioned for 
keeping the vehicles in good order, wherever necessary. 

(v) . P r o p  case should be taken to ensure that the vehicle do 
not deteriorate and depreciate in value. 

1.42. The Committee asked whether there was any mechinerg lo 
..ensure .that %he instructions laid down by the Board regarding 
znaixx- of seized vehicles were being complied with by thb 
-rates.. The representative of the Board stated #hat the 



Aapsirdantaalledaeinthe~HmrscandintbeCen:2FalExclrw 
CoaLecbnabe, with a help of the s~bdllnabe &cem con& 
eammd that thee instmcticms wee complied with A&& Wh&hm 
the cars wbich were &spoeed of at  a dqmdatdd value had 
rnajn&inad acmnling to these instrPlctir,m, the rvpresenbrtive of ther 
Board stated, "A specific enquiry was made and w have M 
assured that every possible care was taken. As ci matter of fact to 
be doubly sure. I have got reports from Calcutta, Madras, Bombay, 
Dew late last night. I have been assured that these cars are garaged 
in the m t e d  garages where necessary or they have been kept in the 
Custom House of the Central Excise Headquarters of3ce under proper 
protection Of course, in some cases, these vehicles were received 
in the Customs House of the Cenhl Excise Collectorate in a 
damaged condition when it was nothing betm than junk. %me of 
these vehicles which came into the country wwe surrendered to the 
Customs or the Central Excise Collectorate riot on their own motion 
but with the help of cranes. Some of those vehicles though they 
carried beautiful names were not worth more than a little sum." The 
witness further stated, "There might be some stray cases here and 
there, where proper care has not been taken. Here, I w d d  a h  
say that there has not been reported a single case of pilferage or theft 
of any part of these cars while they were in the custody of the Cus- 
toms House of the Central Excise Collectorates." Asked if it was not 
comct that certain cars lying in the compound of the Bombay Custolll 
House had been removed just before the visit of the Study Group of 
the Committee in September, 1967, the Chairman of the Board replied, 
"Last time when I saw them lying in the open, I enquired about i t  
and the Collector told me that he is trying to get rented accommo- 
dation When I rang him up a couple of days ago, he told me that 
they were removed to covered accommodation I asked him when 
and he mid, 'about one or two manths back'." 

1.18. Asked if any measures had been taken to cnmur that the cars 
were not misused, the witness stated, "Thcrr are specific instrue- 
tions on the subject. But in the last analysie, it upon the 
o b r s ,  the Collector and his mlistdinotee, who have to en~ure 
that these cars are not mifused." The witness added, 'There have 
bem a few eceaav5- where, wfth the appn,v&l of the Board, them 
carpi have been made use of to meet stme specla1 exigencies of dr- 
cumstancea. One specific case which I can just now recall b the 
Sntenratbmd Opium Smdner held in India this year. Some can-  
ant or two-were used in this cotinecticm in belhi and a l ~ ~  for @ng 
ta Agra." Asked ff it was legal to urre these cars for such p r p ~ @ ,  
the witncrs qffed,  YRricCfy ~pealrfng it irr not." Wha Ybed if i t  



wwld n& rm&r W I)CsgeWt%it l W e  for danfeefes for u s i ~  the 
ears fw that p&&~, the wi- stated, *They have been twd like 
that once or twice." 

1.44. The CmnariQtee emisidor that, as tihe State Pmding %orpathi 
tion have gathered mee experiauss in handiitrg &acffetl of f m d  
cars, the Board ef Excise and CuJtom may cad i s t  tht dbp6sal ot 
conRscated ears throqgh the Corporation so as to get the rnaxbmm 
return. The d i m  of tkc mmmiarinp 115 vehicles which wWb 
awaiting disposal on 31st December, 1367 should also be efrpdiaad. 

1.85. The Committm regret that proper arrange-nts for keeping 
these cars were not m~de till September, 1967, i.e., a few days before 
the Study Gmup of the Public Accounts Committee were due to pay 
a visit to the Bombay Customs Rouse. The Cbm(mittee stress thd 
appropriate arrangements should be made to protect vaIuable goods 
from deterioration due to the inelemanties of the weather. Proper 
arrangements should be made for the maintenance of cars so ari to 
ensure that the maximum1 price is obtained on disposal. 

Storage of other goods: 

1.46. The Committee asked about the losses suffered by the DeL 
partment as a result of deterioration of goods due to bad storage. 
The representative of the Board stated that every possible care was 
taken to see that the goods might not deteriorate, but still in some 
cases they did deteriorate. hired how the Board ensured that 
goods were properly stored, the Chairman. Central Board of Excise 
and Customs stated: "There are defhite instructions on this point. 
But, of coufse, we can certainly not be quite sure that at every piace 
there has been no deterioration. If is quite likely that there may 
haw b e h  at  soril,e p k c e s  or thk other ahd ~ h h  it ~ o ~ n e e ,  to our 
d i c e  we take akticm on that.. &Red whether the Board main- 
tained any record as to the percentage of @& that deteriorated 
annually, the witness replied in the negative. Asked if it was not 
advisable to maintain such a record, the witness replied, 'We 
lJhrnld ." 

1-47. me Committee would like the lBoard of bcbe and h s t w q  
b the feasibility of td& proper sbclr of confisemtcd gods 
at regular intervats of six months or a yew. In taking stock P.CI 
k tu  t&mtknr should bo paid to debmhe ,  it w, ~PdEsrsd k 
MI ik titorap SO that @ ~ b t e  measures can be t h  withorrt 1.. 
y I u r m * c b c ~ & s n ~ ~ ~ . ~ d ~ p b d n \ s ~ . ( U . g d  



Delay in clearance of conjiscated goo& entailing bond'vent 
cha~ge+Para 19 of Audit Report (Ciuil) on Ravenue Receipts, 
1967: 

1.48. According to an agreemenT between the Madras Customs 
House and the local Port Trust, goods codbcated by the Customs 
Department are m o v e d  to a separate warehouse belonging to the 
Port Trust on which only the bond rent of the wale of rates pre- 
scribed by the Port Trust arr: recoverable. The Port Trust recover 
the rent from the date of confiscation upto the date of removal of 
the goods by the Customs Department. In four cases, there was 
delay ranging from one and a half to seven years in clearing the con- 
fiscated goods and the bond rent claims amounting to Rs. 1,55,328 
were pending settlement. In two of th- cases where the claims 
amounted to Rs. 1,29,451, the Port Trust had f led suits against the 
Customs Department. In two other cases Involving a sum of 
Rs. 25,877, the amount realised by the sale of the confiscated goods 
was not suiBcient to meet the Port Trust charges. 

1.49. The Committee desired to be furnished with a statement 
showing the following details in respect of the four cases mentioned 
in the Audit Para:- 

(a) Date of landing of the imported goods. 
(b) Dates of the adjudication proceedings relating to the im- 

port and substance of each proceeding. 
(c) Date of final clearance of the goods. 
(d) Reasons for the delay, if any, in the disposal of goods 

since they became ripe for disposal. 
(e) Bond rent paid to the Port Trust in each case, value rea- 

lised by sale of the goods and duty leviable at the 
time of 2mpox-t. 

(f) The reasons for depreciation in value of the go& when- 
ever the sale proceeds were less than the original value 
of the goods. 

The statement furnished by the Ministry is at (Appendix V). 
1 S. The Committee asked the reasons for delay of one and a 

half years to seven years in removing the goods from the custody 
of the Port Trust authorities in the four case8 referred to in the 
Audit para. The Chairman of the Board stated that the system pre- 
d e n t  in 1950 was to let the goods remains in the custdy of the Part 
Trust authorities, if the codhation became a subject matter of 
appeal or revision petition. Explaintqg the present position of the 
two cases which were a d j e d  matter of civil wits,  the witneo 



stated that the Collector of Customs had alrkady taken up the matter 
with the Chairman, Madras Port Trust in terms of the Agreement. 
The representative of the Madras Port Trust stated that both them 
cases had been compounded outside the court. 

1.51. The Committee find from the statement furnished by the 
Ministry that in one of the cases, 1,080 &urns of High Speed Diesel 
011 valued at Rs. 83,160 landed a t  Madras Port on 194-1950 wert 
confiscated for contravention of the Import Trade Control Regula- 
tions on 24-2-1951. The goods were ripe for disposal on 20-8-1954. 
after the writ petition filed by the party in the High Court was ulti- 
mately dismissed on 20.8.1954. Since during the period when writ 
petition was pending the goods had deteriorated in quality consider- 
ably and as a part of the oil was lost on account of leakage, attern- 
to sell them by auction on 3 occasions were not successful. Ulti- 
mately, a private offer of Rs. 16,385.13 was accepted and goods sold 
in 2 lots and removed from the Port Trust premises on 26-10-1957 
and 17-1-1958. The bond rent paid to the Madras Port Trust as a 
result, of a settlement out of court was Rs. 1,00,000. 

1.52. In another statement (Appendix VT) furnished to the Com- 
mittee, the Ministry have stated that due to the storage of the drums 
in open pard for long time thcre was considerable leakage of oil 
from nearly 337 drums, out of the total consignment of 1,080 drums. 

1.53. The Committee are constrainid to note that durinp the period 
of confiscation there was less due to deterioration in the quality of 
diesel oil ard leakage from as many ag 537 out of 1.080 Rnuns. The 
Customs Department had to pay a bond rent of Rs. 1 lakh agninst the 
salc proceeds of &. 16.385. The Committee am unable to appreciate 
why it should have taken the Department three years to arrange for 
the final disposal of diesel oil after the decision for confiscation was 
upheld by the High Court in August, 1954. The Committee consider 
that if more business-like methods had been adopted by the Cus 
toms nuthoritirs it should have been possible to dispose of the &esef 
oil soon nfter it became ready for disposal in Augu,t, 1934, and there- 
by save payment of heavy bond rent to the Port Trust. The Corn- 
rnittee s- that suitable measures should be taken to enwre that 
mch cases do not recur. 

1.54. In another case, eight bundles of steel sheet cuttings stored 
in the open dump durlng 1961-lW deteriorated in value due to ex- 
posure and the goods were sold on 29.3.1965, as the case Ble was 
recorded by mistake in March, 1962. As against the sale proceeds of 
Rs. 2,750, the bond rent claimed by the I\dadraa Port Trust was 
Rs. 7,720. 



1.55. The Commritttw regret to observe that thsrs .pru a delay d 
tiuee years in tip dhpoeal of the goods d w  to ~ c c  of tbe 
Customs House in w c o r d i i  the $le by mistake aftw djspw af the 
revision petition. T& delay m l t e d  ia deterioration of the aodr  
and also payment of increased bond rent; 

1.56. In the third case, 925 bags of cement landed on 8.1.1982 
were contlscated on 6.8.1882 for misdeclaration TbR goods were 
abandoned by the party and fhally sold on 293.1965 i e .  3 yeon 
aFter conftscation for Rs. 710. -The cerqent could not be sold becaw 
there was State Control on cement and the permisaio~ of the Ddrsc- 
tor of Industries and Commerce, M a w ,  w a ~  required. On inspec- 
tion, the State authorities declined to give permission for sale aa 
the goods had dderiorated. However, on 12.ll.lM3, the Director 
of Industries and Commerce Madras gave consent for auction. The 
goods were ultimately sold in auction held on 20.3.1965. As against 
the sale proceeds of Rs. 710, the Port Trust claimed bond rent 
charges of Rs. 18,156 for the period of 6.8.1962 to 28.3.1966. 

1.57. In the fourth case. wire cast g las  landed on 31.12.1958, was 
confiscated on 1.7.1960 as the letter of authority produced by the im- 
ported from the licencee was a bogus one. The order of confisca- 
tion was quashed by the High Court on 11.1.1962, but the party 
could not clear the goods even after the court's order against the 
forged letter of authority and hence the goods were abandoned. The 
goods were sold by the Madras Port Trust for Rs. 1,16,000, out of 
which bond rent of Rs. 2,599.35 was paid to the Port Trust. The 
custom duty leviable in this case was Rs. 31,428. 

1.58. From a statement (Appendix Vn), furnished by the Min- 
istry, the Committee find that the bond rent paid by the Madras 
Customs House during the yean 1957-58 to 1966-87 was as under: 

Year Bond rent psi ! 



The Cammittwe suggest brat, in the light of experience gained in 
the working of the Agreement betwetun the Port TRlet and the 
Madras Customs House, a suitgbk gcsce&ue should be evolved ex- 
padftio~sl~ to dispose of confiscated goods to obviate payment of 
heavy bond rent. 

Need for speedy clearance of goo& ftm the pramkes of Port Trwtr: 
1.60. The Committee desired to know the time usually taken te 

c o n h a t e  the goods after landing at Ports. In a note, the Ministry 
of Transport and Shipping have stated the position as under:- 

Bombay Port Tnut;-In a nd~odty of - goodr are mnda- 
catsd within two to six months of their landing, How- 
ever, goode have been confiscated on occasions as long 
as a year or even more after their landing. The itme 
of actual order of confiscation is done after investigation 
and preparation of a p r i m  facie case which involves 
time. 

Calcutta Port Commissioners : -The time taken by the Customs 
to confiscate cargoes landed at this Port for infringe- 
ment of Impqrt Trade Control regulations and other 
offences varies widely. 

Coachin Port Trust: N o  definite time h i t  is flxed for the 
purpose. Goods are confiscated by the Customs Depart- 
ment if the goods imported contravene any of the provi- 
sions of the Customs Act, 1982 or Import Trade Control 
Regulations or any other ruks or regulations made 
thereunder when the Bills of Entry are filed with them 
for the clearance of the goods. 

Kandla Port Trust: -The cases of confiscation by the Customs 
at this port are rare. However, the Customs have con- 
ftscated the goads upto 6 months from the date of land- 
ing. 

Madras Port Truot:-The time taken ta coafbcrte the goad8 
hrrs varied from a few days to one year or even more 
from the dote of landing, It 14 uademtaod that the rctkrn 
~ ~ t i o n t r M S i a t a d o n l y a a ~ d t h 8 B I U ~  



Entry. The flnal order of confiscation also takes tima,, 
until the adjudication promedings are &rallaed. It k 
also noticed that the order of codiscation is communi- 
cated to the Port TFUst after some delay. In some cases, 
it is after clearance of the ckgo by the Importer on pay- 
ment of the penalty where such option is given. 

Mormugao Port Trust:-The time usually taken in the con- 
fiscation of goods after landing a t  the port is betweem 
one month and six months. 

1.61. The Committee asked about the steps taken to ensure that 
confiscated goods lying in the custody of the Port Rust authorities 
were adequately taken care of. The Chairman of the Board of Ex- 
cise and Customs stated that the first step taken by the Department 
was that after the goods were confiscated, they were to be removed 
to the special warehouses rented from the Port TNst or ta their 
own godowns. Asked if any goods were kept in the cpen, the wit- 
ness stated that some of the goods like iron and steel, machinery etc. 
which could not be accommodated in the warehouse were kept in 
the open. 

1.62. Asked about the storage of goods in Bombay Port Trust, the 
Chairman, Bombay Port Trust stated that whatever space was avail- 
able in Bombay Port Trust was made use of. Warelwuses LLWC 

built wherever space was available. The position of storage had be- 
come acute because of the work which was going on in the Docks 
in connection with the Dock Expansion Scheme. 

1.63. The Chairman, Bombay Port Trust admitted that some items 
had perforce to be stored in the open. Every effort was, however, 
made to guard goods and prevent their deterioration. 

1.64. Asked if the feasibility of the Customs Department hiring 
godowns, outside the Port area, had been examined, the Chairman 
of the Board of Excise and Custom stated that in Calcutta, they 
had hired a godown and in Bombay, they had hired a warehouse 
belonging to the Port Trust. Asked if tbese godowns were rmtllcient 
far the needs of the Department, the witness stated that in case 
the quantum of confiscated goods was more at any particular time, 
they hired extra space within the prernisea of the Port Trust, where 
customs staff was also postad for delivery and receipt of goods. 

1.8% The ChMnnan, Bombay Port Trust rtated that in order to 
avoid rluttering6d gmch'ln the prerniseir of the Port Trust, t h w  



wanted the conftscated goods to be mwed quickly outside their 
charge. The witness added that a recent meeting held with the Col- 
lector of Customs, Bombay, the latter had promised to find a 
godown outside the Port area. 

1.66. The Chairman, Bombay Port Trust stated, "As far as the 
Port Trust is concerned, our policy right through has been for better 
operational efficiency, we wourd like all these cargoes to be removed 
from our premises at  the most within a month or two from landing. 
We have powers under Section 64 and 64(A) of Bombay Port Trust 
Act to sell these goods by Public auctioa When we hold a public 
auction, sometimes the bids may fall short of the reserve prices 
Axed by the Customs and I would not blame them in not being able 
to accept them. No body would say that somebody should purchase 
it at a lower price in an auction and then sell it in the bLack market 
at  a higher price. We have approached the Government with the 
request that, where two consecutive auctions prove infructuous be- 
cause the bids have reached the reserve price, the Govenunent 
should issue a notification under the Bombay Port Trust Act in ret+ 
pect of such goods, exempting them from the procedure of public 
auction. Then we can have the same powen as the Customs to sell 
goods by private treaty at reasonable prices according to our con- 
venience. But unfortunately, I havebeen told it is not possible to 
do so. The Law Ministry after examining the matter has advised 
that thc whole Act will have to hc amcndc-l :'-d s i r h  a not~fication 
merely cannot be issued. Already some amendments to the Act are 
on the anvil and this item will also be included in the list of amend- 
ments the Government is thinldng of in regard to the Bombay Port 
T ~ u s t  Act." 

1.67. The Public Accounts Committee had repeatedly expressed 
their concern over the delay in settlement of the dispute which arose 
in 1950 between the Customs Depaftrhent and the Bombay Port ' R u s t  
over the dues payable to Government out of the sale-proceeds of 
abandoned and unclaimed goods auctioned by the Port Trust autho- 
rities (cf. para 7 o f  Slxth Report; para 77 of Twenty-first Report and 
para 82 of Twenty-eighth Report-Third Lok Sabha). The Ministry 
of Finance (Department of Revenue) have informed the Committee 
in a note (Appendix VTII) that the dispute between the Bornbag 
Port Tntgt and the Customs House, Bombay for the aITocatfon of the 
proceeds of sale of abandoned and confiscated e;)oods w e ~ e  fh.laIly 
mttled st an interdepartmental meeting held on the 10th May, 196!S. 
The Minf~trp d Transport have accepted the decisions and instrue- 



tions have been is- by them to the Part Trust wthorities for iar- 
plementing them According to this agneeansnt, the sale ghoceeda o& 
eonfixated goods are to be dloated ae under:- 

(1) Expenses of sale; 

(2) Customs Duty; 

(3) PW's lan* charges (includmg wharfage, river dues, 
double removal) at a single rate and not penal nte 
limited to a period of 4 mmtha from the date of landing 
of goo& ; and 

(4) Slvphur, if any, to Customs. 

1.63. I t  was a h  agreed that the Customs authorities shourd take 
steps to remove confiscated goods to special confiscated goods ware- 
houses as soan as possible and in any case within a week of the con- 
fiscation, especially in the case of goods confiscated absolutely. I t  
was ahso decided that steps should be taken to speed up adjudication 
proceedings to ensure that as far as possible confiscation, if indi- 
cated, is ordered within four months of the landing of the goods. 

1.69. Referring to the agreement between the Customs Depart- 
ment and the Port Trust regarding payment of demurrage charges 
for the confiscated goods the Chairman of the Bombay Port Trust 
stated, "As Port authorities, we were not very happy about this 
agreement. As vou know, that is why it actually dragged on for so 
many pears. One point on which we were not very happy is that 
even after confiscation, when the goods are kept in the dock premi- 
ses, surely we should get ware-house rental at least, whereas with 
the agreement our ware-house rental is limited to four months. On 
the Port Trust side, we would be very happy if the goods go outside 
the Dwks quickly." 



1.73. From a statement (Appendix VII) furnished to them by the 
Ministry of Finance (Department of Revenue), the Committee 
that there is no formal agreement between the Bombay Customs and 
Bombay Port Trust with regard to the payment of Bond rest. 
However, the Port Trust have put in a number of bills which mb at 
present the subject matter of settlement between the Custolns 
House and the Port Trust authorities. 

1.W. fie Commtttee hope that these o u t s t d i  bills of the Port 
h v s t  for Bond rent witf be settled early. 

Loas of cm@~c&d goods from the Port Trust sheds-Para 20 of 
Audit Report, (Civil) on Revenue Receipts, 1967. 

1.75. It was noticed at Bmnbay Port that a consignment of 64 
drums and 2 bundles of Brass Scrap of Rs. 18,046 value unported in 
April, 1954, was confiscated by the Customs Department on 13-9-1954 
for contravention of Import Trade Control Regulations. The order 
confiscating the goods imposed a personal penalty of Rs. 1000 on 
each of the alleged importers, and an option to clear the goods on 
payment of a redemption fine of Rs. 9,000 in lieu of confiscabon 
Oven. The parties paid the personal penalties but appealed to the 
Central Board of Revenue against the order of confiscation. The 
appeal as also the revision petition to the Gownment of India were 
turned down. Meanwhile, the confiscated goods were removed to an 
open yard meant for the storage of confiscated goods in the Docks 
on 23-9-1954. The yard was guarded by the Customs staff also. At 
the time of removal, it was noticed that out of 64 drums, 2 drums 
were short landed and 28 drums were empty. 

1.76. As the party did clear the goods on payment of redemp- 
tion h e ,  orders were issued on 28-8-1956 for their disposal. 1t was 
found on 29-9-1956 that the remaining 36 drums were also empty. 
Only 2 bundles which were available for disposal, were sold at  Rs. 470 
by the Bombay Pod Trust on 20-10-1956. The empty drums were 
destroyed under Customs supervisian, as tlre amount that would be 
rsrllred by their sale would not even be sufficient to cover the Port 
k t  d m .  Ordem of the Gowrnment of India writing off the 
value of stncer amounting to &. 17,503 being the due to theft 
or Enwli brve ldnce been obtained. 



1.77. Explaining the circumstances leading to the 1- of the 
goods, the Chairman. Bombay Port Trust stated that the goods had 
landed in April 1954 at a preferential berth (7, Victoria Berth) 
allotted to the B.I.S.N. Company under an Agreement with them, 
according to which the responsibility for the cargo was that of the 
company until the port authorities took it over. The Port Trust 
took the cargo out of the company's custody on the 18th May, 1954 
and removed it to Frere Basin. On the 5th June, 1954, the Shed 
Superintendent was verbally informed that the Customs were main- 
taining a special watch on the consignment. and a superficial physi- 
cal check of the dnuns was carried out by that officer on the same 
date. On the 8th June, 1954 ( i .u  three days after), the Customs 
rummaging st* inspected the drums again and three drums were 
found empty. So, the loss of 3 dnuns occurred between the 5th an4 
8th June, 1954. Immediately after the loss was reported by the 
Customs, a complaint was lodged at the Police Station by the Port 
Trust. The police did not proceed with the case WJ the scrap f r o r  
other drums had also been taken out and stolen scrap could not be 
identified. A confiscation order was issued on the 13th September, 
1954 and the goods were put entirely in the custody of Customs on 
the 23rd September, 1954. when thrv were removed to a special 
barricated portion of the Frere Basin. The witness admitted "This 
is a particularly bad case where I feel that out of the 62 drums 
which were originally imported in 1954, practically no drum contain- 
ed and brass scrap when it came to be sold Pn 1956." The witness 
added that as this case came to his notice after the Audit Para was 
drawn up 2.e. nearly 13 years later. it would not bc possible to fix 
the responsibility of the Watch and Ward Staff of the Port Trust on 
the beat during the period 18th May 1954 to 5th June 1934. He AS- 
sured the Committee that special instructions had been issued that 
if any such case of pilferage came to their notice, they should take 
immediate action against the person concerned. The witness ad- 
mitted that there was a departn~ental lapse in not taking action 
irnmediatelv after the loss cnmr tr, notice. He promised to hold discip 
linary procecdingq mvn at thic: *age to the extent the records wcrc 
still available and suggested that the Customs Department should 
also take similar action against their staff. 

1.78. m e  -ittcg, regret to observe that this i s  a b d  c n w  and 
indicates negligence on the part of hoth the Port Trunt authorities 
and the Customs Department. None of the 62 Q u m s  d brafir r m p  
(valuing about Rs. 18,061)) landed in Apd, 1954 c d a i n d  *nY 
at the time of the disposal of goods in September, 1956. After the 
10% af the eonLents of thmc drams Initially e m  to the ndice of 
the Cwdomrs and Port Trust in Jum, I=, special rtqm shordd have 



bssn taken to guard against M h e r  pilferage of brass scrap. Wh.t 
id weme, even after 26 daums were found empty in September, 1954, 
the authorities do not appear to have taken any remedial action; it 
is, thdtm,  no surprise that nothing was loft in the drums by the 
the of disposal in September, IS!%. The Committee understand that 
the ease was taken up by Audit with the Cuatams Haue  in 1958, but 
no action was taken on the points raised by them till 1963. The 
queettan of Axing responsibility of the staff for the l w  should have 
h e n  examined at least an the receipt of the Audit objection. 

1.79. The Comsndttee desire that, on the basis of the records dill 
available, the Customs Department and Port TRlst should examine 
'he question of fixing responsibility for negligenee and/or complieit~ 

-of the staff and take necessary disciplinary action ngainst the pnrtias 
found at fault. 

Remedial Measures taken to r e v e n t  Loses. 

1.80. The Committee also desired to know the arrangements 
made for the custody of confiscated goods at various ports. In a 
note, furnished by the Ministry of Transport and Shipping, the 
position has been stated as follows:- 

Bombay Port Trust.-Prior to confiscation, goods are stored in 
the uncleared goods warehouses in loch. 

Calcutta Port Cornmissioners.400ds landed from wels  are 
either stored in the Transit sheds or in the yards depending 
upon their nature. On receipt of consfrcation order or a 
show cause notice, the goods concerned are secured in lock- 
fast if they are lockfast cargo: otherwise they remain in 
the Transit sheds or in the yards. At times, such cargo 
is also removed to Import Warehouses for storage pending 
clearance by the Customs Authorities. The Customs autho- 
rities have taken out on rent a godown at Calcutta Jetties 
for storage of confiscated cargo. At this godown, only cargo 
which can be handled manually is stored. 

Cochin Port Trust,-The goods remain in the Port Trust pre- 
mises until confiscation orders are issued and ,,afterwards 
are removed to the confiscated goods godown.under the 
Cutormi Department. 

Randla Port Trust.-The goods are kept either in the Transit 
area or itn the uncleared goods warehouses The Customs 
have no storage accommodation at €his Port. 



Madras Port Trust.-The goods are kept €4- with otba  
transit c a r p  until the order of confircatio~l in c-UPICOD. 
ed to the Trust, after which the goods are reanoval a d  
stored in a separate p h  The underatanding is that tht 
Custol l~~ would remove tbe oonflscated pckagce 20 tbdr 
Warehoslse within a5 days of conlkatim. 

Mormugao Port Trust.-Except in very rare cases, the goods FP 
main in the custody of the Port Trust even after actuallg 
being confiscated by the Customs Department. 

1.81. The Committee daired to be furnished with a note stating the 
steps taken to prevent losses of confiscated goods while in the 
custody of the Port Trust. In a note, furnished by the Ministry of 
Transport and Shipping, the pmctice at the various ports is stated 
as under: - 

Bombay Port Trust.-Same security arrangements are provid- 
ed with respect to cargoes confiscated and lying on the 
Port Trust's premises, as far other cargoes. With respect to 
confiscated goods lying stored in No. 5 Warehouse, a Pre- 
ventive Officer is stationed who k e e p  guard on the oargo 
for as long a2 the Warehouse is kept open. The Customs 
flying squad also keeps a watch on confiscated cargoes 
stored in the open. 

Calcutta Port Commissioners.-The Transit sheds and yards as 
also the Warehouse where the confiscated cargoes are 
stored are guarded by the Port Police Fomr. No special 
precautions are taken in l~spect of confiscated cargo. 

Cudtin Port Trust.--The Trust's Watch and Ward and policing 
mangemma to safeguard against pilferage of goods under 
ite own beilee m y  to &ese cases also. 

Randlol.3port TRut.-The normal watch end ward precautions 
an?abrerped. 

Mbdrab Port ¶"mat.-Pifm ti> tk-nWdpt of €he communication 
r e m g  tht co*tion d any pWh#e, 9t remains along 
with the tramit cargo and is, therefore, subject to the gene- 
ral pxwautionr, such as documuntarp control of cargo ac- 
C O M ~  watch by tho Pod's S6iurity Powe, check at the 
m% * 



, h aff;rpact toto to hci&ta)e &red supervfaion and 
Wee md m s t m d  f3l 10Ck-fasts if storage space pernil- 
In case the consignments are of value, the police are advis- 
ed from time to time to arrange special watch on such 
consignments. 

1.82. fuked if any st- had been taken to establish proper coordi- 
nation between the Custom Department and Port Trust to prevent 
losses of sfOmli, the Chairman, Bombay Part Trust, stated, "We have 
been holding these coordination meetings from time to time and very 
recently we went into quite a number of problems. . . .We have been 
doing aU our best in that matter. . . .But I would say that as far as  
Port authorities are concerned, we are very much interested h gd- 
ting the cargo off our premises within two months.. . . . .Evle~y effort 
is being made, to get the Act amended, if necessary towards that endJ'. 
Meanwhile, I would also like to make a suggestion that the 'Customs 
should accelerate their process of confiscation because the longer the 
confiscation order is delayed, the longer the goods remain in our cus- 
tody.' 

1.83. Referring to the arrangements for watch and ward, the 
Chairman, Bombay Port T m t  stated, "We have got €he watch and 
ward of the Port Trust watching the cargo while it is in our custody. 
When it is taken over by Customs and confiscated it is mainly their 
responsibility. But if the goods are inside the Port premises, they 
have get to be taken out of the gate and therefore our gate-keeper 
as well as the Customs staff at the gate come into the picture. Cer- 
tainly these matters have got to be coordinated, in addition to that, 
we have also got the watch and ward police from the State Govern- 
ment. So, there is a third agency on top of this also. Therefore, tbe 
pilferage should not really happen." The witness added, "all that I 
can say is that if these things are happening, action should be taken 
immediately against the persons who were supposed to be in that 
particular beet." 

1.84. At the instance of Committee, the Department of Revenue 
have furnished a statement showing the losses of confkated goods 
a t  various ports since 1955-56 while in the custody of the Port Trust 
(Appendix W). 

1.86. The Committee ftnd irsm the st.tsmcnt f'urnished by the 
Ikpr-t of Revan*r- that the IoJbed at various ports since 1- 
56 curre to Rs. 1,83,843. The Committee note with macemad that 
i aplte d Watch urd Ward ammgemenb at the Port. by the 
dMaraat ~lfblYrJtk311, i . ~ . ,  the Port Trust, the Custons Deputmaat 
and Uu, 8tate Corerameat, pilferages sh~llld occtu. Tbe ColnmiC- 
bss feel that with closer eoordinatioa between the auth4~rittkrr cam- 



esrned in the interest of tightening the d t y  meraurg, ,it s h d d  
be possible to eliminate the pikrage of confbcated goods while in 
the custody of the Port Trusts. 

Losses of goods in Custom Houses: 

1.86. The Ministry of ~inance '  (Department of Revenue) have 
furnished a note giving the following details of losses of confiscated 
go& while in the custody of the various Custom Houses. 

1.87. The followings goods were lo& due to theft from the 
godown used for storage of confiscated goods and the loss came to 
notice on 16th March, 1964. 

Ks. 
14 Mechanical lighters out of 1024 ckposite 1 in the goJown 

alonwith other p o d s  \%lux! at. . 25000-0 

r Silver coin . 1 - 0 0  

2 r r Great gross nylon buttons . . 3.692.50 

I Lungi . 1 - 0 0  

2 2 . 7 ~ 0  blade? . 908.00 

66 Gross N y i w  huttons . 640.00 

1.88. The case was handed over to the Police for investigaticxn 
o n  16th March 1964. The police authorities reported that the case 
was undetectable. 

1.89. Thp theft of Dynamo armature occurred on 21st Aprif, 
1986 while these were in the custody of the Post 'IlYot in Bhav- 
nagar. The culprits have been brought to book an3 a police 
has been registered against them. 

1.90. One small Ashing vessel was forcibly taken away by 
Pakistani intruders on 6/7-9-1964 from Koteshwar W < r m  HOW. 
The vessel was under guard of one Customs sepoy. The Pakistani 



-]intruders were in large number and they attacked the guard d- 
d d y  and owner-pawered him. 

Goods Lost Value 

Cloves--I 5 Kg. Rs. 185 
One case Nylon Georgette Rs. 2,m 
-. - --- 

1.91. A consignment of one hundred bags of confiscated clw- 
was stored in the warehouse annexe out of which 2 bags of cloves 
were found stolen. The thief had found entry through a ventilataQ 
after breaking open the same at night on 14/15-1&1965. The case 
remained undetected by the police. 

1.92. It was suspected that the Police armed Guard posted there 
on the night of 6th and 7th December, 1965 pilfered some Nykm 
Textiles by breaking open the plank of the heavy wooden case 
containing confiscated goods stored in the verandah of the ware- 
house. A complaint was lodged with Suptd., of Police and the 
armed guard was changed. No case could be established by the 
Police. 

IV. C n ~ c u n a  CUSTOM HOUSE 

1.93. In the Calcutta Custom House, there have been two cases 
of loss of confiscated g d s .  The details of these two cases are as 
under:- 

(a)  Due to paucity of space, a consignment of Glass beads 
valued at Rs. 26,150/- \tras kept in an enclosure near one of the 
strong rooms in the Custom House after investorising and sealing. 
Suspected pilferage of the goods was reported on 3th April 1961. 
The contents of the packages were rechecked an out of 9612 packets 
and 12,491 pieces which were in these packages, 1927 packets and 
6225 pieces were found missing. A complaint was lodged with the 
police on 24th July 1961. The police reported on 4th September 
1967 that "the persons responsible for the pilferage could not be 
flxed." 

(b) The following articles valued at Rs. 420733 approximately 
were found to be lost from the custody of the then currency officer 
between the years 1960 and 1962. 

(1) One gold chain weighing 14 tolas Rs. 18001- apptpx. 
(2) 13-77 cts of Bortz Diamonds valued at Rs. 255.58. 
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(3) Rs. 1000/- (Rupees 'one thousand only). 
(4) Loss of 13 pieces of diamonds valued a t  Rs. 3001-. 
(5) One Lsdies Rand01 wrist watch-17 jawels-Rollod gold 

Steel back Rs. 1501- approximately. 
46) One gold Chain weighing 4 tolas 11 as. and valued at 

Rs. 39398 and 1 gold ring weighing 1 tola 141- annas 
valued at Rs. 1081-. 

17) One gold ring weighing 14 annas and valued at Rs. 75:17. 
(8) Ginsho watch 21 jewels, chrome steel back valued at  

Rs. 1251-. 

1.93. These goods appear to have been lost due to the negligence 
on the part of the currency officer concerned. After neceswug 
departmental investigations the loss appeared to be unaccountable 
by the officer concerned. A charge sheet was issued to him on 20:lO. 

. . . . . . . . . . .  1965. The departmental proceedings against Shri. .had 
to be deferred because of a writ issued by the Calcutta High Court. 

1.94. A consignment of 2222 sets of cut thread taps was stored in 
the warehouse after the consignment had been put up for auction on 
9.8.1966 and withdrawn on account of low bid. The loss of 300 sets 
was discovered on 10.11.1966 when all the packages in the warehouse 
were taken up for verification. 

VI. MADRAS CUSTOM HOUSE 

Goods Lost Valuc 

transistor radios . Rs. 1 , 1 0 0  

30 dozen and I I metal watch stjrpi . KP. 1.932 

1.93. Two confiscated rad~os and one received from Calcutta were 
kept in the warehouse from where these were reported by the o k  
incharge of the warehouse on 14.4.1963 to be missing. The case was 
thoroughly investigated by the Police and finally treated as undeteo- 
able. 

1.96. On 13.8.1982, two packages consisting of a steel trunk and 
one basket were taken up by the Madras Custom House far in- 
dory for the pulpore of disposal in auctions. It  was then n o t i d  
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that the basket which had no seals, contained amongst other w, 
13 dozens metal watch straps as against 93 dozen 11 pieces. 'IBL 
goods were not packed in a trunk which could have been locked 
but were left in a basket without seals or lock and even the unsealed 
basket was kept in a dark corner in the outer Verandah of the ware- 
house where it was not under the direct surveillance of the ware- 
house W e r .  These goods were earlier involved in a fire accident 
in the same warehouse on 13.10.1961. 

1.97. On 28th August 1962 the Collector ordered that the Assistant 
Collector (Preventive) should make an immediate investigation and 
fix responsibility for the loss. 

1.98. The findings of the Assistan; Collector are as follows:- 

The watch straps were actually there at the time of salvage ope- 
rations on 13.10.1961 and should have been lost during the period 
between the date when the operat~ons were completed and the date 
when it was taken up for inventorv (15.8.1962). I t  appeared that 
only a person who knew both the &tents and the location of the  
basket could have included In thls pilferage. for i t  was not possible 
for a stranger to locate thrs partlrular basket, exarnlnc rts contents, 
and then pilfer. Hence, the suspicion revolved round the casual 
labourers who were workmg in the warehouse both before. dunng 
and after the fire ~nc~dcnt .  There was no ev~dcrlw to ~rnplicatc the 
salgage party or thc warehouse staff. It was also not posslble to get 
any cvrdcnce aga1nst the casual labourer-; In the circumstances 
there was no possibil~ty of c i thw recovery c3f thc watch straps in 
question or of fixing responsibility on any individual. 

1.99. The police with whom a complaint was lodged also reported 
that the complaint was undetectable. 

1.100. It may, thus be s e w  that in spite of  the effo.tz made by the 
Custom House to trace the m~ssinq watch straps in the warehouse 
and the investigations conducted for fixing up the responsibility for 
the loss, it has not been poss~ble either to recover the missing articles 
or to Ax responsibility for the loss on any individual. 

VII. MADRAS C ~ T R A L  EXCISE COLLECMRATE 

1.101, 29 Pilot Pens and 4 nibs ((vducd at Rs. 14.59) stored in 
the  rang^ QfBcf, Coonoor in 1964 after seizure were found missing 



and the loss was detected at the time of transfer of charge of selzed 
goods on 1:lO.lW. 

VIII. WEST BENGAL CENTRAL EXCISE COLLECTORATE 

Go.>& Lost Value 

H A  hearin;-102 p:: . 

Dye stuff-? Ibs 

1.102. These confiscated goods were stolen from Bongaon Circle 
godown on the night of 23.9.1%3. The Police could not detect the 
offenders nor they could recover the stolen goods. 

1.103. It was p ln t ed  out that during the visit of the Study Croup 
of the Committee to the Customs Godowns/Custums Retail Shops, 
it had come to not ce that cer ta~n vital parts were missmg from 
valuable goods like refrigerators, transistcrs ctc. It  had also been 
mentioned to the Study Group that such vital parts were pilfered 
"out of vindictiveness" so that  the goods could not be easily sold. 

1.104, The Committee are unhappy to note that then  have bean 
tbefts of cronfiueated goods from the Customs House. The Committee 
would like the Customs House to review their Recurity arranmmcnts 
im eonsnltatim with the Central Bureau of Investigation and the 
State Pdice authorities so as to ensure that such thefts do not recur. 

1.105. The Committee are perhvbed to note that vital pnrtcr of 
valuable goods like refrigerators and transMars are pilfered, thus 
rnrLinp their dbpoaal difficult. The Commfttse desira that %vern- 
msat should tdce &Me d i a l  meulrcs to pnvant utch pilfer- 
y e  so that tbsre v h b k  gaods whkb h v e  a ready market can be 
diqmsd d erpsdithsly to fetch the mrrimum pde .  



LlWlffy for h e r  

1.106. Asked if there was any legal liability of the Custamr 
Department to pay damages for pilferage or deterioration of goocbr 
during the scheduled period, the Chairman of the Central Board ad 
Customs & Excise promised to furnish a note. In that note, the Mi.- 
istry of Finance have stated that the legal position as examined iD 
consultation with the Ministry of Law in this behalf is as under:-- 

"It is. . . . . . . .presumed that it refers to period under the 
respective Port Trust Acts for which the Port Trusts am 
liable to account for the cargo received by them. So fsr 
as the Customs Act, 1962 is concerned, it does not impo6e 
any liability on the Customs Department to pay any corn- 
pensation for pilferage or for deterioration of imported 
goods lylng in the custody of Port Trusts, whether during 
or after the expiration of the 'scheduled period'. With 
regard to pilferage, Section 13 of the above Act providea 
that if any imported goods are pilfered after the unload- 
ing thereof, and before the proper officer has made an 
order for clearance for home consumption or deposit in a 
warehouse. the importer shall not be liable to pay the 
duty on such goods except where such goods are restored 
to the importer after pilferage. Similarly, Section 23 
pmvides for remission of duty on goods which have been 
lost or destroyed at any time before clearance for home 
consumption. Thus apart from the remission of duty, 
the importer has no right against the Customs Depart- 
ment to claim any compensation for pilfered goods ar for 
goods which have been destroyed or deteriorated. The 
position under the respective Port Trwt Act is also the 
same v i z ,  that no liability attaches to the Customs Depart 
ment for payment of any compensation in such cases 
under the Acts as well.'' 

1.107. Asked about the liabilitv of the Port Trust for loss of 
goods, the Chairman. Bombay Port Trust stated, during the evj- 
dence, 'Though the leqal position is that as mentioned in section 
61 (b) of the Bombay Port Trust Act and our liability is that of a 
bail* and it docs not cxtend beyond seven days of the  d i s c h w  
or landing of the cargo on the wharf. still we have not taken that 
alp tl canvenient safeguard to say that after seven days, there is 
nothing that we nrcd do about it and if after seven days. things grit 
pilfered, we n d  no! be worried about it." The witnm added, "Tt 
ia not the responsibility of the Customs to remove the goods front 



the Port Trust premises immediately after seven days. The mapm- 
sibility is that of the consignee. The consignee muat clear the 
gods. If he does not, he cannot file a claim against the Port hvrrt 
samg that the goods have been p i m  and M o r e ,  the Pact 
Trust should pay him the damages!' The Chairman, Central Board 
af Ekcise and Customs stated, "We do not take custody of the 
gabas &r seven days. As in Bombay, similarly, in all the other 
ma$or ports the Customs have only a lien on the goods. In other 
words, they cannot be removed from what is called the customs area 
or the dock without the dues of the customs having been paid. So, 
our dues are only the customs duty as such and till they pay the 
customs duty or the goods have been confiscated they cannot be re- 
moved." The witness added, "The law of the Port TNst itself per- 
mits that if the goods are not cleared for two months, they can LC 
sold and disposed of and the charges would be recovered from the 
party concerned." 

1.108. The attention of the Committee has been drawn by Audit 
to a judgement dated 545-1967 of the Supreme Court in the case of 
two motor vehicles seized in 1947 under the Junagarh State Sea 
Custom Act which were ordered to be returned to the party by 
the Trial Court and the High Court and having a bearing on the 
above issue. 

1.109. The motor vehicles were seized in 1947 by the Customs 
Authorities of Junagarh State under the Junagarh State Sea Cus 
toms Act, on the ground that the vehicles were used for smuggling 
of goods in the State. Between 1947 and October, 1951 the vehi- 
cles remained totally uncared for and were sold as unclaimed for 
Rs. 2213 on 5-2-1952 under an order of a Magistrate passed under 
Section 523 of the Code of Criminal Procedure. On 6-2-1952, the Re- 
venue Tribunal to whom the appeal filed by the party against the 
order of confiscation was referred, set aside the order of conflecatiaa 
of the Customs Authority and directed to return the s a d  vehicles 
to the respondent. The Trial Court passed a decree against the 
State Government for Rs. 26797 and the High Court confirmed the 
decree except to reduce the decretal amount to Rs. 25552. On 52- 
IRA, the party filed a suit for the return of the said vehicles p m -  
ant to the above decrees, or in the alternative for their value, namely 
Rs. 51,736. This was appealed against by the State Government on 
the ground that they were not liable for any tortious act of its ser- 
vant. 

1.110. The Supreme Court dismiuing the appeal, ruled that the 
State Government had either to return the vehicles in the eunr 
condition in whjch they were odzud or in the alternative to pay 



Sheir value. In the course of their judgment their lordship laid 
down following dicta: 

(i) The power to seize and confiscate goods by a Customs 
OBlcer is dependent upon an Menee having been cam- 
mitted under the Custo~m Act. 

. , ' (ii) The order of the Customs Ofacer is not Anal as it sub- 
ject to appeal and if so decided therefn; the property 
had to be returned to the owner. 

. . 1.111. The Comenittee hope that Govenuneat will taka due w t e  
of the judgment of the Supreme Court and issue mitable htrbac- 
.4ions in the matter. 



111 
CUSTOMS (GENERAL) 

Audit ibport (Civil) on Revenue Beceipts, 1967 
Customs Receipts-Para 8, Page 16: 

The total receipts from Customs Revenue during the year 196566 
were Rs. 538 97 crores, deprived as under:- 

(a) Customs imports 547,69453473 
(b) Customs exports . 2,1 3,96,740 
(c) Miscellaneous . 4,903 143534 - 

Gross Revenue . 1 564,7346.747 
Deduct Refunds and  rawb backs . 1 5,7683.798 - 

Total Net Revenue . 5.38.M.72.949 --- - ---- 
2.2. It  will be se& from the above that the bulk of the collec- 

tions is from Customs imports. 

2.3. In a note (Appendix IX), the Department of Revenue have 
furnished the break-up of the total amount of revenue of Rs. 538.97 
crores as follows:- 

( R u m  in crorcs) 

(i) Government Departments (Central as well as 
State) . , I .  65.14 

( t i )  Stamtoy Corporation and / . 
(iii) Government Companies 167.57. 
(iv: Private parties' . 322 .o3 

Gross Revenue 554 * 74 
Deduct Refunds and Drawbacks . . 15'77 

Total Net Revenuc 538.97 

*Separate figures f o r  statutory Corporations and Government 
Companies are not available. - ___- I I - - ----- ---1 - - -1__-- ---a_-- - --l_ 

2.4. The amount of refunds and drawback paid during the litst 
five years are as under:- 

(Rupees in crores) 



2.5. It has been berrnted that on mount of the increase in rates 
of import duties, the revenue receipts in 196566 had increased b 
Ita. So crores as compared to Rs. 411 crores during the preceding 
year. Out of the sum of Rs. 15.77 crores, the amount of drawback 
paid during the year 1965-66 was Rs. 6.81 crares, as against Rs. 7.51 
cmvs fn 1064-65. The percentage of refunds to receipts was 1.61 
per cent in 1W5-66 as compared to 1.52 in the preceding year. The 
value of exports for the year 1965-66 came to Rs. 805.56 crores plus 
Rs. 3.99 crores re-exports, making a total of Rs. 309.55 crores. Out 
of these, the value of exports under claim for drawback during 
1965-66 was Rs. 58.69 crores. 

2.6. Commodities on the export of which drawback exceeding 
Rs. 5 lakhs was paid during the year 1965-66 were: 

Art silk fabrics and yarn, Cinema films, Chemicals and 
Pharmaceuticals, Paper products, Electric fans, Plastic 
goods, Mild Steel products, Staple fibre yarn & fabrics, 
Footwear, Rubber products, Articles made of Stainless 
Steel, Cycles and cycle parts, Gunny bags. Articles 
made of Brass, Tea Chests, Cast iron products, Poly- 
thene-lined jute bags and Motor vehicle parts. 

The above includes items on which customs as well as central 
excise dutles collected on materials used in the manufacture of 
the articles are paid as drawback on export. 

2.7. Thc Committee desired to know what other mcentwes (in- 
cluding subsidy) have been provided for the export of these com- 
modities. In a no:e (Appendix X) furnished b?; the Department of 
Rcvcnue, it hat; becn stated that d u r ~ n g  the year 196546, incen- 
tives wcrc provided in the form of import entitlement, cash assis- 
tance and concessianal railway freight as shown in Annexure '1'. In 
thc case of export products made out of Iron and steel there was a 
provision for supply of indigenous iron and steel upto the extent 
of replenichmcnt at special concessional prices (approximately 
equivalent to intcrrlational prices). Import entitlements \\.ere also 
granted in part to miike available the imported raw materials re- 
quired in the production o f  esports but certain additional quanti- 
ties of ~mported raw materials were also generally allowed under 
these schemes for use hy the importer for his own production for 
the home n~arkct  or for trrtnsfcr to other manufacturers subject to 
rufa in this hchnlf. 

2,8. Ccfldtl dirc?ct tnx conccssior~s were also available against 
exports prfonnancc  as shown in  Annexure '11'. These rebate& 



ware intended to give same edge to sale in export anark- htsrta 
a€ the home market and were of minor quantitative g~nifi-. 

2.9. The Committee also desired to know whether the Revenue 
Department or any o h  M M r y  of the Government of India 
were keeping any record showing the financial .effect of all tiwe 
concessions and if so, what was the total concession obtained per unit 
of export in the case of the commodities on which a drawback of 
wer Rs. 5 lakhs had been paid. In their note, the Department of 
Revenue have stated that the Ministry of Commerce kept under 
periodical review export performance of dl commodities eligible 
for various forms of assistance, and the coneasions were adjusted 
from time to time in the light of emerging circumstances like 
fluctuation in international prices, changes in marketing conditions 
abroad and changes in internal production and demand. 

2.10. The ConOnittet are not able to assess from the above nply 
the cumulative edtect of the various forms of asdEiotence that are ad- 
missible on exports Tbe Committee desire that the Ministry of 
C.omnrara in camsadtation witb the DeperQKQt of Revenue should 
c d u e t  a study and farniab a statearent in rsspect of dsctod eom- 
modities (which wi l l  be represaatativc of export articles) exported 
daring a specifiad period in the year U65-66 (say October 1965 and 
March 1966) showing the details per unit of (a) the c& of produdan, 
(b) F.O.B. value of the export, (c) w h o 1 6  mukat paice oi the 
article in India, (d) drawback paid on the article, (e) cash usis- 
turce, (f) import entitlement, and (g) any other incentives or coa- 
cessions that were &Jsible during the period. 
Non-leoy of Cwntervailzng Duty-Para 11 ( i i )  (a) & (b), pages 17-18 

2.11. ( a )  With effect from 2-2-1963, a provision was made in Sec- 
tion 2A of the Indian Tariff Act, 1934 for the autumatic levy of cowl- 
tavaihg duty on imported articles. But the Covffnment of India 
issued instructions at the same time stating that the provision in the 
Indian Tariff Act would not &ect the practice obtaining before 
2nd February, 1@63 in the matter of l w y  of countervailing duty or 
exemption from countervailing duty on various articles. 

2.12. Acconliagly, the practice in a major Custom House wae not 
to levy c~uritervailing duty on tmports of s t 4  conduits, seamless 
rtcllea casing pipes, steel boiler t u b  etc., asseciiced to basic customs 
duty under Tariff Items 73(19), 72(c) and (3) respectively of the 
Irwiian Custom Tariff, as the Govenunent of India had ord& 
@arLier in May 1962, that the levy of c o u n t e ~ ~ i n g  duty on impwkd 
Iron or Steel products hid be restricted only to those articlsc W1- 
Sng under item 63 Indian @ustoms TaM and its sub-items. It w u  
pointed out that notwithstanding the clwi6ca4in of these rrtlclea 



amdm didlerm~~t item, for arureasing them to barric euekrat duty, coun- 
taYrilfne duty w u  leviable with efIect from 2nd February, 1963 as 
per the a u b r y  provisions, as they conformed to the detrnition 
under itan 26AA Central Excise TarifT. The Custom House there- 
upon &ued lerr charge notices for Rs. 92,507 and referred the matter 
for clarificstim to the Central Board of Excise and Cutoms in No- 
vember, 1964. The Government of India ruled in June, 1965 that 
countervailing duty should be levied on all Iron and Steel pmducts 
which are specifically mentioned under item 26AA Central Excise 
Tariff but that the orders should nut be applied retrospectively to 
the disadvantage of the importers. This has resulted in a loss of re- 
venue of Rs. 2.08 lakhs in the cases noticed so far. 

2.13 (b) Likewise, countervailing duty was not also being levied 
by a Custom House on Lithophone imported after 2nd February, 1963, 
as no countervailing duty was chargeable on the article prior to that 
date. It was pointed out that the Ministry's instructions for the mrin- 
tenance of status quo had no statutory backing and hence, in the ab- 
sence of a s p d c  exemption notification under Section 25 of the 
Customs Act, 1962, Lithophone was chargeable to countervailing duty 
with effect from 2nd February, under Section 2A of the Tariff 
Act. While the matter was under correspondence with the Custom 
House. the Government of India had on a reference from another 
coLlectorate decided that countervailing duty should be levied on 
Lithophone with effect from 1st February. 1965. 

2.14. The non-levy of countervailing duty on imported Lithophone 
during the period from 2nd February, 1963 ta 31st January, 1965 had 
thus resulted in loss of revenue of an aggregate amount of 
Re. 50,908/- in 43 ca- at the Custam House. In another Custom 
House, countervailjng duty of Rs. 62,976 had not been levied on 97 
cases of similar imports d h g  the same period. The total loss of 
revenue on this account has come to Rs. 1,13,88). 

2.15. The Committee desired to be furnished with information an 
certain points. The replies of the Department of Supply are given 
below: - 

Point ( i )  .-When S u i n g  instructions that the provision in the 
India11 Tariff Act would not afltect the practice obtaining 
before 2-2-1963, was the Law Ministry consultca? What 
was their opinion in the matter? 

Re&.--The Ministry of Law werp not consulted in the mot- 
b r r s t h e 1 c g a ) p a s i t i ~ i n ~ t o ~ ~ l e ~ y a b ~ b r -  
miling duh caJIogucnt upon the i n t r o d ~ o m  af Sac- 



tion 2A dn the Indian ThrB Act was knoivn to t3he Db; 
partmexk There was no doubt that legally aounk- 
varZing duty was leviable. Howwer, tihe Dbpwkmnt 
had decided asr a matter of deliberate policy not to Lwy 
countervailing duty on any arblule an which it was not ' 
leviable already. The general position is explaind in 
para (iii) below. 

Point (ii) .-Even as early as July, 1964, the P u b k  Accounts 
Committee were informed that the provision for the 
automatic levy in the Tariff Act had led to a n d  
complication. As Government would appear to be 
seized of the problems arising therefrom in July, 1964, 
why was not the legal position examined and suitable 
action taken to put the levy beyond doubt? 

Reply.-The other complication intimated to the Public Ac- 
counts Committee in July, 1964 was the levy of coun- 
tervailing dutv on articles on which such levy was not 
intended but khich became legally leviable due to the 
omnibus provisions of Section 2A. The legal position 
was not in doubt and hence no reference was made to 
the Law Minism. The general position is exp- 
in para (iii) below. 

Point (iii) .-The decision in June. 1965. to levy countervailing 
duty on all Iron and Steel products which are specifically 
mentioned under item 26AA of the Central Excise 
Tariff and that in January, 1965 to levy countervailing 
duty on lithophone from 1-2-1965 mflrms that the 
duty was legally leviable from 2-2-1963 itself. The 
period of over 2 years taken in deciding the 1~ has 
been led to avoidable lorn of revenue. While ordering 
in 1963, the continuance of the atatris quo in levy of 
countervailing duty was each such case gone into? 17 
not, what were the wasom therefor? If the considera- 
tions for the decisions taken in 1963 and 1965 Were 
different the same may be elucidaW for the infonna- 
tion of the Committee. 

Rqly.-Attention in this connection is invited to Shri D.P. 
Anand's D.O. No. 20/99/6BCus. 1, dated 20-3-1967 ad- 
d r d  to Additional Dy. C6mptrolter & Auditor Gene- 
ral of India, wherein thr pmml question has been 
diwurrstsd at Icngth. When Seetton 2A Iln the Indian 
Tarjff Ac: was mactcd thcrc wm no int~ntion to charge 



cotllltmwding duty cm articles on which it was not 
being charged uptil ahen In line with this intention 
the position was examined. In respect of articles which 
came to notice appropriate exemption notifications were 
issued to achieve the desired objective. However, not 
all such artides could be exhallntively listed and there 
fore, in respect of articlm which did not come to notice 
then, tlxe object was achieved by issuing orders to 
Custom Houses to maintain rtcrhrs quo and to bring 
such cases to Government's notice for issuing exemp 
tion notficatlons. Accordingly, a number of specific 
cases were received from Custom Houses and appropriate 
exemption notifications were issued. 

By 1965, thc posit~on had settled down. Another important 
factor which emerged by that time was the pressing 
need for raising additional resources. It would be re- 
called that regulatory duty was imposed in February, 
1965. This was followed within a few months by the 
second Finance Blll which raised the rates of i@ 
duties on a wide range of commodities. It  ww also 
decided to withdraw various exemptions granted through 
exemption not;ficatlons or through Government Orders. 
Escmptions from countervailing duty on various i- 
like iron and steel products falling under items othet 
than item 63 and its sub-items were likewise reviewed 
and i t  was decided as a matter of pukcy to withdraw 
the same in the context of thc various other measun?s 
taken to augment resources. It cannot, therefore, be 
said that there was delay in finallsing the issues raised 
by Section 2A. The fact is $hat circumstances had 
changed and in the new context a change of policy \nras 
effected. 

Point ( 1 ~ ' )  .--Has thc fuli extent of t h e  loss of te\7enue in all 
thc Custom Houses from 2-2-1963 to 9-6-1S due to the 
non-levy of countervailing duty on Iron and Steel pro- 
ducts bt'eq determined? What is the total loss? 

Reply.-Tht- Colloctars of Customs have reported that there 
would nu separate record of the steel products which 
hod been passed without levy of countervailing duty 
during 3-2-1963 to 9-6-1965. The only way to locate 
prariws clearances would be to go to the original bills 
of entry. This can be done only after listing such bills 



ofea~tryfroanthedoitgliste fbrtherelrevantperiod- 
The daily lists may not show the detailed description 
of the goods to indicate that the goods were conduit 
pipes etc. and the information may have to be supple- 
mented by collecting the bills of entry and if necessary, 
invoices and Spec:.fications etc. from the importers. To 
collect the information, considerable time and labour 
would have to be spent in going though large number 
of docummts covering a period of over three pa r s .  All 
this would necessitate taking away several persons 
from their normal duties and posting them on this 
specific work far a considerable time. In view of these 
difficulties. it is requested that the requirement re- 
garding the collection of data of revenue foregone may 
be waived as a special case. If, however. it is still 
considered that the figures should be obtained, it would 
be done but it is likely to take some time. It may. 
however, be added that there was no loss of duty in 
the sense that lower duty was collected as a matter 
of deliberate decision by the Government which had 
the power to exempt. The correct farm may not have 
been adopted in orderin the exemption, but in si~bs- 
tance there has been no real loss of revenue. 

2.16. The Committee note from the Ministry's reply that when sec- 
thm tA was introduced in the Jndian Tariff Act, there was no intm- 
tioa to charge countervailing duty on articles an which i t  w as not 
being char@ till then. This interpretatiom of the legal provision 
for the amnibus levy of cauntcrvaitiag duty is open ta doubt. Once 
a statutory provision has bean made from a pPrticular date, the Exc- 
a t i v e  instroctioms have no 1-1 basis, whatever other comidcwlrtionar 
rdght have weighed with the Miaistrg for rssort3ng to such a course 
of action. The executive dwisims takem oa different dates in wvc- 
ral mm to levy the countervailing duty and that too only when they 
w a n  brvmght to the natica of the Governmsat d India by Audit hr.d 
rosclltcd in the prwisiona ot the law not being uniformly applied in 
alI the cases wberever the levy was attrreted. The non levy nf 
conntcrvaibg datv till nrcb tJme as the dacisLaas wzrc taken can 
d y  be treated PO tbe fomgoiw of revenue. 



s i m u l ~ l g  with the other notiAcotSogus on that date as the Mi- 
istry were M y  aware of tha difficulties arilrtng oat of the levy whik  
isatling dxacutive instmcths in 1962. Even tho~gh these instruc- 
tiam governed the levy af a counb~ailing duty on 2nd February, 
196% no meh exemption notification has been issued and, according 
to the Mini&ry's own mdmission, the position regarding Iron and Steel 
products escaped notice. The lapse is regrettable. 

Excess Refund of Customs Duty-Para 14, page 20. 

2.18. A. sum of Rs. 64,649.90 was realised as duty by a Custom 
House on a consignment of "mmponent parts of Petroleum Dis- 
pawing and Metering Pumps" and 'Electric Motors' imported in 
April, 1963. It was decided on an appeal filed by the party that 
the consignment should be reassessed to duty on reduced value. The 
total duty payable aocording to the reduced value came to 
Rs. 58,656.31 but was erroneously worked out by the Custom House 
as Rs. 48,656.31 and a sum of Rs. 15,993.59 refunded in July, 1965 
instead of the correct sum of Rs. 5,993.59. The excess refund of 
Rs. 10,000 had also escaped the notice of the Internal .4udit of the 
Custom House. The Custom House has since recovered the sum 
of Rs. 10,000 from the party. 

2.19. In a note, furnished to the Committee, the Department of 
Revenue, stated, that the refund in this case was pre-audited by the 
Internal Audit Department. Their failure to detect the error was 
due to inadvertence. The Ministry are satisfied that there are no 
nmlafides in the mant of excess refund. 

220. The Commdttee regret that due to am error, an e x c w  refund 
of RB. 10,000 was paid in this case. What is worse, the error was not 
detected by the Internal Audit Department who pre-audited the re- 
fund. The Coltunittee note that the amount of RF, 10,000 has since 
been recovered. The Committee stress that such mistake should not 
mur.  

0 

Excess ptymerit crf overtime fees and rron-recot*ett, of ovmtivne 
f~es-Para 15 (i) . pages 20-21. 

2.21. Overtime fces arc payable to the preventive s W  of the 
CuiPtoms department for work done out of working hours or an 
Sundays and Holidays. A day is divided into three periods vk., 
8 A.M. to 6 P+M. and 6 P.M. to 12 midnight and 12 midnight to 6 A.M. 
for which the Gavcrnnwnt of India have prescribed different ratear 
of avertime feen as payable to the Staff. According to BoPrd's 
~ r d p r s  of Ayguat 19%. when the overtime duty hours of a Gawm- 
ment servant overlap a par8 of the follawing day, for the p u p a e  



of overtime feea the whole of it should be regarded as one continu- 
sus spell of duty and fees a t  hourly rate and not the rrhimum fee 
for the latter portion of the duty should be paid. There was diver* 
ence of practice in the Custom Houses in  applying the above orders 
to Government overtime and Merchants overtime. In June, 1!%3 and 
August, 1963, the Board clarified that the orders of August, 1954, 
were applicable to both Government overtime and merchants over- 
time and to cases of overtime extending to or overlapping the next 
period in the same day respectively. 

2.22. In case of overtime work on behalf of merchants extend- 
ing from one period to another the practice at the Bombay Custom 
House has been to calculate the overtime fees as for two different 
spekfi treating the overtime in the succeeding period as fresh p t -  
ing and payments made at ,the hourly rate for the first period and 
minimum or fixed fee for the second period or vice versa or two 
minimum fees for both the periods whichever was advantageous 
to the officers concerned. This practice was not changed even after 
receipt of Board's orders of June and August, 1963. When this was 
pointed out. the collector referred the nut te r  again to the Gov- 
ernment of India for continuance of the existing practice. Tlre 
Government of India ordered in December. 1965 that the practice 
a t  Bombay Custom House should be changed with immcdiatc effrct 
and the excess amount paid to the staff recovered in suitable 
instalments. Even after these orders were issued. there were 
still cartam cases where overtime was  aid incorrectly. It  
has been aster-tained from the Custom House that between June 
1963 and April. 1966 a sum of Rs. 40.381 had been over paid to  
394 Officers. The Co'lector has reported in June, 1966 that a pro- 
gramme of recovery of this sum was being drawn up. 

2.23. The over payments in other Custom H o w s  in similar 
instances amount to Rs. 6.117. The Ministp have replied that after 
the issue of the orders in August, 1963 there have k e n  manv rep- 
resentations from the staff against the restrictions imposed and that 
the whole matter is under exam nation with a view to finaing out 
whether the pre-August 1963 position cannot be restored. 

2.24. In a note, furnished to the Committee, the Department of 
Revenue have stated: 

"It has been reported by the Collector of Cwtoms, Bombay 
that the Board's o r r im  dated 26th August, 1963 were 
not receivd by him and that this was braught to his 
notice the Accountant General, Bombay in N o m -  
ber, 1964. Aftcr discussing the matter with the &her 
CoXiectors. he referred the matter to the Ministry in 
March, 1965 for re-consideration. In Aoril, 1983 tht 



Ministry asked him to send some further information . 
which was received from him in September, 1965. Fmal, 

orders were smxl to ium in December. 1965, aslung him 
to recover the excess payments. I t  took about 3 months 
for him to work out ihe excess payments in respect of 
394 officers and he therefore commenced the recovery 
of the amounts only from 141966." 

"Out of the esms payments of Rs. 40,381, a sum of 
Rs. 26,472.10 has already been recovered upto 1.2.1968 
and the balance is being recovered in monthly instal- 
ments." 

2.23. The Committee note that, out of excess payments of overtime 
'fees amounting Rs. # ,381, a sum of Be. 26,472 has been recwered 
and the balance is being recovered in instalments. 

2.26. The Committee fail to understand how the Ehrd's order;; 
dated the 26th A- 1963, were not rkeived by the Collector of 
Custams, Bombay, They desire that, an emqairy may be made into 
the reasons for non-receipt of these orders by the Collactar and- re- 
medial measures taken to ensure tbat important orders issad by the 
J h d  am prcunptly transmitted and received by the C d k t a r a t a  
Misappropriation of Government money arisiltg from defalcation by 

a Custom Houses Clerk -Para 17. paaes 22-23. 
2.27. The cashiers in the Preventive Department of Bornbay Cus- 

tom House were normally receiving cash from the public towards 
payment of baggage duty, fine and wareharise rent only upto 4 bit P.M. 
on R workLng day. In December, 1955, a special order was issued 
providing for I W X I V I ~ I ~  payment even after 4.04) P.M. In urgent 
cases on spcific orders from the Ass~stant Collector of Customs. or 
the Chief Inspnctor. Under this  provision. the mount  to be col- 
lected should be received bv a Preventive Cashier and entered in 
the registers maintamed for this  purpose by a Preventive Cash 
Clrrk. The amount so collected should be lodged in the Customs 
Warchousv for safe custodv under the seal of the Baggage Inspector 
and sent to the Customs Treasury along with the relevant register 
on the next working day for crcdit in the  account^. The Baggage 
Insplec!or was personally responsible for ensuring the proper main- 
tenance of the registers as well as the due ren~ittance of the cash 
Into the Custotm Treasury the next day. 

2.28. In practice, however, both the collection and -tint$ 
af the cash received after 4.00 P.M. were being done by an W p m  
ljldsion C)erk of the Prrvrntive Department. instead d two per- 
m s  cu., the Preventive Cashier and the Preventive Cash Clerk, m 

uhde the orders. Neither a hond nor secunitv for handl- 
m h  war *en from the U p p  Division C k k  



2.39. An enquiry initiated on an objection of We Internal Audft 
Department of the Custom House in August, 1963 pointing out a 
shart credit of Rs. 1000 out of the money collected from a passenger 
revealed that the Upper Division Clmk entrusted with the above 
work, did not credit into the Customs Treasury all the amounts he 
received. In some cases he did not enter the amounts in full and in  
some other cases entered them only in part in $he Duty or Ware- 
house Rent Registers for crediting the same in Treasury. He had 
thus defalcated a sum of Rs. 15,968 comprising Rs. 9,240 collected 
as baggage duty during January and March. 1963 and Rs. 6,728 col- 
lected towards warehouse rent from 1-4-1962 to 2-7-1963. 

2.30. The full amount defalcated has not been ascertained by 
the Custom House as some of the files and documents were found 
to be either destroyed or wanting. The Clerk mncwncd. it is re- 
ported, was convicted for the offerce of defalcation and sc*ntenced to 
9 months riqorous imprisonment. The Custom Howe has stat& 
that it is ccmsiderin~ the feasibilitv of recov~ring thtb amount defal- 
cated fmm the individual. The Ministry have stntcd that thr d@- 
fdcati on had occurred because of non-obServance of prescribed 
procedure a rd  that revised instructions have been issued in Ju ly  
1966. 

2.31. In a note furnished to the Committee, the Department of 
Revenue have stated that the  inltial scrutinv of thc wlevnnt re- 
cords/docurnents bv the Customs Authorities nt Bombay. had uhown 
that the clerk had defalcated a sum of Rs. 15.EHi8 41 cnmprising duty 
amounting to Rs. 9.239.91 and Warehouse Charge  amounting to 
Rs. 6,728.50. Further scrutiny of the relevant records for the entire 
period of the clerk's posting to the table at which the dcfnlcation 
occurred has revealed that duty amounting to Px 953.78 earlier 
thought to be defalcated had, in fact, been credited. Howevw, Col- 
l e c t ~ ~  has reported certain further possible irregularities, viz. 

(1) a sum of Rs. 454.05 collected on Detailed Duty Reccipts 
map not have heen credited, 

(2) a sum of Rs. 11.884.05 representing duty in mspcct of 49 
Baggage files may not have been credited. 

(3) 20 books of Detailed Duty Receipts a re  presently not trace- 
aMe and 59 baggage Ales in reqxct of whjch dutv and/or W a r n  
house rent may have been colledW are also not 'pmemtly trace 
able. 

2.3?. On the other hand the Cdlector has reported that in th. 
Baggage Duty Register having entries for the mad 24-8-1960 to 
22-3-1963 them am no credits fcrt the pwlod 24-8-1962 to 17-1-1963. 



This indicatles the possibility that there may have been another re- 
gister for this period or  some pages may have got tarn. If so, the 
amount reported to  have been defalcated will get reduced to the 
extent that credit entries are recorded therein. 

In view of the p i t i o n  stated above, it has been decided to carry 
out a thorough enquiry into all aspects of the matter and a special 
&leer is  being deputed from New Delhi to handle the same. R.111 
information could, therefore, be furnished only after the contem- 
plated enquiry has been completed. 

2.33. No part of the defalcated amount can be recovered from 
the clerk as he appears to  be too poor. 011 acctmnt of his financial 
pos:tion it has also not b w n  cons!tfcrt.d fcaslblc to  recover the amount 
by fiiing a cilql suit a;vi:nst h'm M e  is 11-.1ng ~n poverty, Enquiries 
made with the asslstancc. of Revcnut. Auth  r l t ~ e s  a t  Ulhasnagar near 
Bombay, w h e w  he ncm~lally rt.sirles, confirm that he or his family 
do not p a w s  mrrroveat~lc property and that he is in mdigent cir- 
curnstanccs. . 'I'hc Postal authontws have stated that hc has no 
saving hank account wit i l  the  R.st Of'ke. 

2.31. The Committccb dosirrd ' o  be fu rn~shr t l  with information 
on thr following points: - 

( i )  Whether the  Registers i n  which the tra~uacttons were re- 
cordrd were siu.11 by the Baggage Inspector or t h e  In- 
ternal Audit Department cluring the period the defal- 
cation took place? If not, what were the  reasons f~r r  not 
doing so? 

(ii) The qualifications prescribtul for the handling of cash by 
the staff of the Preventive Department. Is any security 
taken from them for handling cash? If not. what are 
the rcnsclns therefor? 

(iiil Remedial steps taken to prevent the recurrence of such 
frauds in the Custom House. 

2.35. The replies of the Department of Revenue to the above 
points arc. given below s~riatim:- 

( i )  During the period of the defalcation the Baggage Duty 
and Warehouse Rent Registers were not scrutinized by 
the Baggage Inspector and the Internal Audit Deparb 
ment did not regularly audit the Reffisters during the said 
p e r i d .  The reasons for this are being enquired into. 

(ti) No apecinl qualiftrations are prescribed for the handUng 
oi caah by the staff of the Preventive llhprhnent. The 



cash is received and handled by Preventive CXicers pot&.- 
ed to baggage work (Sea Pod  and Airport) Divisional 
Ofilces and Dock gates. 

2.36. At present, security bonds are not requirtxi to be taken from 
the Preventive Officers, who have to collect and handle cash because 
such officers do not collect moneys regularly and the collection is 
incidental to the performance of their executive duties. Further, 
they are liable to change of posting a t  short notice and these ofacera 
me not paid any special remuneration for the handling of cash. 

(iii) The defalcation took place not due to any defects in the 
prescribed procedure but due to human failure at the pri- 
mary and supervisory levels including Internal Audit De- 
partment of the Custom House. However, in order to 
minimize the number of occasions on which cash has to 
be collected on an emergent basis, the regular collection 
hours, which originally extended to 4.00 P.M.. have now 
been extended upto 4.30 P.M. Further, the Audit Clerk 
exercising credit checks has now been specifically in- 
structed to verify the endorsement made by the cashier of 
the Baggage Department regarding cash receipts and pass- 
engers' full address on the counter-foil of the Detailed 
Duty receipts. He has invariably to verify whether the 
amounts of duty, fine, penalty. less charge and warehouse 
rents are entered in the Baggage Duty Register and Ware- 
house Rent Register, as also whether the cash has been 
credited into the treasury. In addition, an audit of serial- 
ly numbered forms on which amounts are collected is re- 
quired to be carried out once a quarter with a reference 
to recnvery and credit of the amounts by an Upper Divi- 
sion Clerk and his immediate supervisory head in the In- 
ternal Audit Denartment. 

237. The Commlittee take a wscriouq view of the mis-rrppmria- 
tioa of Government mmev arising iram the defalcation by a 
Cmfoms Hmse derk in this case. Tbev would like in kanw in due 
-me the tot81 amarrnt misappropriated by the dedc and the action 
tnky a% a m l t  of thc enquiry into the matter. The Cornmitt- 
& desire that n e e w r y  action ahwtld be taken a@nd otT!cem at 
tTd mpemirary ley4 f?r their nntribulory n a g l e c s  which made 
tfii ael+atim pa.%le. 

zSS. 2ka C!bdttee lbote the remsdil nrsruurea taken by t b  
D e p w t w ~ t  bvpmqWJ a y m  d RI&+ W c . t i - .  It has 



hkn ~uigesSed by Audit that the following additional w a m r e s  may 
aLso be adopted- 

(a) Tha opening of all registers to record transactions for col- 
lectian of cad should be -1ly authorised by the 
Chief Accounts Mcer of the Customs House am1 be main- 
tained in tb forms approved by him. The cash registers 
so authorisad to be maintained should be put up to the 
Chief Accounts Officer every week whetber any transac- 
tions have been recorded therein or not. This will enable 
him in keeping track of the registers in use in the various 
departments of the Customs House and whether the tran- 
sactions, if any, recorded therein atre duly credited into the 
treasury and incorporated in the accounts compiled with 
him. 

(b) Tbe withdrawal from operation or closure of any of the 
registers in use Jhoald also be done with the approval of 
the Chief Accounts OtBcer. 

2.39. The Comtnfttea will We Government to examine the above 
suggestions of Audit for early implementation in order to eliminate 
the sbortcamings noticed in the eris%g procedure which made the 
defalcation possible in the present case. 

Dtspoeal of seized skimmed milk powder-Para 18, pages 23-24. 
2.40. In a Customs and Central Ekcise Collectorate, selzed skim- 

med milk powder weighing 14,559 lbs. was sold by private negotia- 
tion between 22nd October, 1964 and 9th December, 1W- This rate 
was the controlled price flxed by the Government oY West Bengal 
for the period 28th February, 1959 to 26th September, 1964. With 
Meet from 26th September, 1964 the skimmed milk powder became 
a decontrolled item and hence the Custom House was not bound to 
sell the milk powder at the controlled rate. In reply to an audit 
query enquiring the reasons for selling the skimmed milk powder 
at the controlled price even after its cancellation by the State Goy- 
ernmerit, the Department stated that the order cancelling the dii 
price was received by the Collectorate only on 20th January, IglB, 
When the Custom House sold skimmed milk powder at the market 
rates during February, 1965 to June 1965 the average price realid- 
was Rs. 250 per pound. Thus the sale a t  the controlled price @ 
72 ptdm pcr Ib. when it was no longer applicable had th& reSuIw 
Sn an appmxlrnntc loss d m w u e  of about Rs. S,90. "%%$ 4 
ham ban awrldd had the Conec tk te  taken timely note dl ' && 
decontrol order and verified the prevailing market rate at the time 
of ttle of the milk powder. 



241. The Committee desired to know whether there were any 
other instances in the said Customs and Central h c i s e  Collectorate 
in which skimmed Milk Powder was sold at  the controlled price 
after the item was decontrolled by the State Government. In a 
note, furnished to the Committee, the Department of Revenue have 
stated in the West Bengal Central Excise Collectorate a further 
quantity of 15,135:60 lbs. of milk powder pertaining to different 
customs units as indicated below was sold to M/s. Bashirhat Whole- 
sale Consumers' Co-operative Society, Bashirhat on different dateo 
at the controlled price of 0:76 paise per Ib. after the item was de- 
controlled by the State Government: - 

( i )  Bshirhat PreventivePost . . 10,752.00 Ibs. 
(i i)  Petrapole Circle Godown . . 3,230.24 lbs. 
(iii)Tentulia Customs Preventive Post . . 1,153.36 lbs. 

The Total Sale price realised was Rs. 11,503.00. 

2.42. The Department of Revenue further stated that out of 
15,135.60 lbs. of milk powder sold after the cancellation of the Con- 
trol Order dated 26th February, 1959 in Petrapole circle of Krishna- 
nagar Division of West Bengal Collectorate, a quantity of 10,752 Ibs. 
of milk powder was sold on 28th October, I964 before the publica- 
tion of the cancellation order in the Calcutta Gazette (on 26th N* 
vember, 1M) and the remaining quantity of 4,383:80 lbs. was sold 
in MarchlApril 1965 at the price of 76 paise per lb. as the Assistant 
Collector concerned was not aware that the State Government Con- 
trol Order No. 6309-Milk dated 26th February, 1959 had by this time 
been cancelled. 

243. A copy of the State Government decontrol Order No. 6308- 
Milk dated 24th September, 1964 was received by the Assistant Col- 
lector, Land Customs, West Bengal, Collectorate, Cakutta in Janu- 
ary, 1965 from the State Government on a spedac mference fram 
him, for the purpose of sale of skimmed milk powder stored under 
his control. A copy of the &-control order received by him was 
applied by him to Aagiaant Controller, SiligurI and Superintendent 
M Customs, Cooch Behar, as glme querfea on this matter had ban 
received from them. A copy of the cancellntioa oFder was not cam- 
municated by the Assistant CoUsctor c i t k  to the Collector or to 



any other Assistant Colledor. The note further states that: "It 
was nut incumbent on the Assistant Collector of Land Custom, 
Calcutta, to communicate the order to other o5cers. As the Collec- 
torate headquarters' ofice had not received a copy of the said can- 
cellation order, the Collectorate Office could not circulate the same 
to all subordinate formations at the material time. The Collector 
has been since directed to maintain more effective liaison with the 
State Government in such matters." 

2.45. The Committee regmt to note that in this case, due to lack 
of eo-ordination with the State Government, a loss of a b u t  Rs. 5 3 , m  
in revenue was suffered on the sale of 29,694 Ibs. of seized skimmed 
milk powder at the control price even after the cancellation of the 
Control Order. The Committee desire that the Board shmld examine 
whether there is any defect in the procedure regarding the receipt 
of copies of such orders from the State Government and their cirm- 
latian to tbe various olfleers concerned to avoid the recurrence ef 
meh tlrws. 



ILI 
UNION EXCISE DUTIES 

Audit Report (Civil) or Revenue Rereipts, 1967 
R ~ ~ . c ' * ~ t s - P a ~ a  24 

The receipts under the Union Excise Duties during the year 
196W6 were Rs. 897.92 crores registering an increase of Rs. 96-41 
c r o w  overthat of the previous year. The receipts under the Union 
Excis- Duties for the last five years (i.e. Third Five Year Plan 
pew .I) along with the corresponding number of cnmmodities on 
which Union Excrse Duties were leviable are given below:- 
- ---- - - - -- 

Reciepts un~!er No. ofccrmmn- 
Yenr Union Excise dities on which 

Duties the dutie? were 
(in crorc4i leviable -- -- 

H 5 
7 9 6 ~ 4 2  429.31 <h 
19/C243 59% 87 6 5 
1963 4 4  729.58 6s 
rgFi.3-65 . Ror.51 CIC; 
~62-66  . 8 ~ -  .5)2 67 

-- -- -- -- - - - - - - -- - - - 
Results of test audit in generadPara 25, Pages 27-28 

3.2. A test audit of the documents and records maintained in t h e  
offices of the Chef  Accounts Officers of the  Central Excise Collecto- 
rates and in selected Central Excise ranges, revealed under-asscss- 
ment and loss of revenue to  the extent of Rs. 5.72 crorerr, as sum- 
marked in the following table:- 
- - -- - - - - - - - - -- - 

Total nmwnt of 
Name nfthr commodity I I ~ L ~ c ~ - R ~ ~ ~ ' ~ ~ I C  111 

'Its in 1 ~ k h \ ?  
------ - - -.----- -- 
Tobacco XI&# 
1' N E Oils 1 0 . 0  
I'atmt nr Proprictar!. rncatIicines . rq.7~ 
Jutern m u f d c ~ t c ~ ,  . 1 1 . . j r  
Paper 17-72 
CMrm \ ' n q  363.15 
C~won Fabric; l?.(57 
F( w q \Vex 43-02 
Otkr  Cc~mmnditi~ i 64-72 -.- - .. 
-- -- TOTAL . -- - - 571.63 --. 



3.3. The under-assessments/loaes of revenue referred to abwer 
have arisen mainly on account of the following:- 

-- (Rs. in lakhs) 

(i) Non-levy ofifury . 27-87 

(ii) Under-asscssrncnt due to wrong application ofratcs . 24-35 

( i i t )  Under-asscssmcnt itLlc to wrong fixation of assessable 
values 60.31 

( I? : )  L c ~ s  of revenue tiil: 7 processing in warehous:; 'and 
manufmuro in I1 v1.1 . 18-72. 

( z l i  1.0% nfrevcnuc tli!(* ! r npcration oftirnc-bar . 0.51 

( C v )  Trrrplar :id un,whnrised refunds, rebates and 
~ct-off , . 322.86 

3 3. T!w Committee d e s ~ ~ d  to be furnished with a statement show- 
ing th" hrcak-up of the revenue realised during the year 199CL.6g from 
pr~v,itc* parties and Government companies etc. The Ministry of 
F~qrint.i. (Deptt. of Revenue) have furnished the following details: 

Figures in Rs. (om! 



3.5. The Committee were furnished with a note stating the fol- 
Jowing position regarding exemption from duty given by the Central 
Boerd of Excise & Customs: - 

(a) Number of commodities totally exempted 
from dutyasony-8-1967 . 8 

(b) Total number of effective exemption no- 
tifications as on 3 r -8- r 957 . 355 

(c) Number of exemption notifications 
issued in 1965-66 & 1966-67 . 

~ % 4 3 6  1966437 

99 1x9 
(d) Number of cases in which exemptions were I 96566 I 966-67 

given retrospective effect during 196566 
and 1966-67 . 17 15 

3.6. A statement showing details of cases and the reason for giving 
retrospective effect is at Appendix XI. 

3.7. In another note, furnished by the Ministry, it has been stated 
that the approximate duty foregone as a result of exemption notiff- 
cations issued under Rule 8 of the Central Excise Rules, 1944 during 
the years 1963-64, 1964-65 and 1965-66 is as follows: - 

The following types of exemptions have not been taken into ac- 
.count in preparing the above statement. 

(i) Exemptions which represent specific rates of duty an- 
nounced by the Deputy Prime Minister/FYnance Minister 
on the floor of the Parliament as part of BudlptlSupplec 
mentary Budget proposals and which are deemed to have 
Parliament's approval on the passage of the Finance Bill. 

(it) Exemptions intended to avoid double taxation under the 
same tar@ item including these giving set off in respect 
of duty already paid on raw materials or compcmerrt parts 
assessable under the same tariff item. 

3.8. During evidence, the Committee w m  informed by the Chair- 
man of the Board of Excise and Customs that out of the total undez- 
assessment of Rs. 571.63 lakhs of excise duties referred to in the 
Audit Report, lW, the Department had accepted underasaessmcnt. 
arnwnting to Rs. 327 takhs. 'We gave the exemption by executive 
inrtrudfonr t w h e r e ~  we should have given It by ~egular notiflc1tlon 



mentioning the rate under which we are giving that". The represe- 
tative of the Board stated: "The intention of Government was there 
all the time just to allow all these exemptions. Now, the proper 
method is to regulate the position through necessary exempting noti- 
fications. In these cases, though the intent~on was there all along 
yet these notifications were not there." The Secretary, Revenue & 
Expenditure stated: "This has been the practice of glving relief to 
the parties from the long past. These are not for one particular per- 
son, but for the whole range of goods in that class. What happens 
is that the preclse definition of that particular commodity is not 
forthcoming straightway. There are so many kinds, grades catego- 
ries with so many priorities and so on. One has to obtain expert 
opinion. We have the Chemlcal Examiner, D.G.T.D. has also to be 
consulted. When a representation is received about any particular 
type of commodity, that the imposition of excise would lead to hard- 
ship and if that representation prima facie appeals to reason, the f h t  
thing which is done is 2 0  stay realisation of excise. It is only after 
all the aspects of thls case have been thrashed with the expert opi- 
nion that Government feel confident in issuing a notification. Obvi- 
ously the notification gets a retrospective effect but technically it 
cannot be said to be correct." Asked about the level at which the 
decision to give retrospective exemption was taken, the Secretary 
(Revenue & Expenditure) stated: "It goes upto the level of the 
Minister." Asked if there was not a possibility of discrimination In- 
volved in issuing notifications, the witness stated: "The question 
of dlscnmination gets looked into a t  the time Government take deci- 
sion. There can be no question of giving relief only to some parties 
and not others producing the same type and same quantities of 
goods." It was pointed out whdher there was not a possibility of 
the Collectors discriminating between the importer and another 
while working on the basls of executive instruct ons which might not 
be in the knowledge of public at large. The Secretary, Revenue & 
Expenditure stated: "There will be a remedy on the basis of exemp 
tion notification with retrospective effect, a refund could always be 
claimed." He added: "Exemption notifications are published in the 
Gazette. Then on the basis of the executive instructions, my infor- 
mation is that, the Collectors are required to issue trade notices" 

3.9. The Committee asked if it would be feasible to allow the 
goods to be cleared under a bond requiring the parties 40 pay the 
difference in ease the exemption notification was not issued later. 
The Secretary, Revenue & Expenditure stated: "This can be e&e- 
mined, but the only point to be seen is if the goods have been sold 
what does the person do? Does he enter into a bond with the h y -  
as of candttional price?" 



t10. Tke Committee referred to the observatims made in para. 
337 of their Forty-fourth Relport (Fourth Zok Sabha) stating: "The 
Committee note that the legal position regarding giving rctrospec- 
tive effect to exemption notification was that a legislature could 
give retrospective effect to a piece of lcgislnt~on passed by it, but 
Government escrcising subordinate and delegated powers cannivt 
make an order with retrospective effect unless that power was ex- 
pressly conferred by the Statute.'' The Secretary (Revenue & Ex- 
penditure) stafed: "1 straightway concede that this does not ixist 
under the Exelse Act and Rules.. . . Rut there are practical 
dlftlculties. Either we do not take action on representation till we 
are fully prepared with the entire data nr mntinue the present p r a c  
tice cf 1nter.m stay order and back it up with a proper exemption 
notification . . . . . . .in practical terms, it would be diflicult to gct 
ready with exemption notifications as soon as a pt'mn facie case fo r  
relief is thought of. The insistance would lead to avoidable hard- 
sh:'p. . . . . . but Government also do not like that  this p e r i d  of action 
on the basis of executive instructions shoilld continue to be any Iong- 
er than can be helped and that proper notification exemption must 
issue as quicklv as possible." The S e c r e t n ~  (Revenue & Expendi- 
WE) added: "1 would not sap that the practice which was being 
followed will be necessary in i4s entirety. One must take s v4ew of 
the span of time and of the necessity and urgency of issuing an 
exemphon notification . These aspects of late. have been takm note 
of and gradually one i s  trying to redurc. thc ?imp spm But my 
submission is, i t  would not be possible to get readv with exemption 
noYffication irnmediatelv a9 anv kind of intcrim rclk4 pc.ndiny frrr- 
ther examination of the nature of the cornmoditv, fiscal hurdcn, mar- 
ket conditions etc. is thought &" The witness assurd the Commft- 
fee that 'We intend to approach the problem in future on a firm leqal 
basis." 

3.11. Asked whether the exemption Ndificationa were laid bforc 
Parlimcnt.  thc Secretary (Revemre & Expenditure) stated: "There 
is lacuna in this G x c h  Act as ccnnp;tWd to the fistoms A d  021 

the excise side, wide! power haa been taken under the rulm without 
wen any provision for reparting these ~xemptions to Parliament. . , 

Thie rule bas. however, been made with tbe approval of Parliament 
and i t  is the rule which authorism the Government to cxercisc or 
h u e  exemption natificatlonrr." The witness added that "in the Cm- 
tral Fkxcim Bill which is replacing the Ant, this lacuna has been 
&potted and we a m  mak3ng an identical provision ns in tho Cuctom~ 
Act. . . Thp Ell1 la fn the final drnffing rtnqrr Thc intention 
b to bring th;f Rill fn the Budge! s(+8sim." 



3.12. Asked about the reasons for delay in drafting the Central 
Excise Bill, the Secretary, Revenue & Expenditure stated, "I wiU 
say that the proposal for drafting the Bill was taken up a5 a resuN 
of recommendation of the Chanda Committee. At first, it was 
thought that amendments will serve the purpose. After the amend- 
ments had been listed, they were so numerous that the drafting of 
a fresh Bill replacing the prcxnt Act was considered to he adv'sable. 
This had led to some de!ay. T ~ P  drafting of the  Bill has been finalis- 
ed and the intention is to bring up this Bill very shortly." The wit- 
ness added: ''I have just thought as to whether in the interim period, 
in respect of Rule 8 one could n ~ t  add a sub-clause requ'ring the 
exemption notifications to be placed before Parliament. That would 
mean, regardless of the dtlay that takes place in passing the Bill. a t  
least Parliament should be kept informed and a somewhat necessary 
obligation discharged." 

3.13. Asked whether the e~cmption notifications laid before the 
Parliament would be accompanied by an explanatory memorandum 
gving reasons for varyinr the standard rate of duty leviable under 
the Finance Act, the Secretary (Revenue & Expenditure) stated that 
"It will have to be considered as to how much time and work are 
involved. Undcr the Customs Act, Government are required to 
place a copy af the notification only." 

3.14. Asked whether it would not desirable to lay before ParLia- 
ment copies of the executive instructions. the Secretary. Revenue & 
Expenditure stated. "I really don't know whether we wottld not be 
embarking on a whollv new practice. If the not;fications come. I 
take it that they should serve the purpose." 

3.15. The Committee find that the Exrise Duty forwane as a 
result of the i ~ u e  of excmpticm notilieations n r n m t c d  to Rq. 54.M 
cram in 1963-W. RP. Chq.73 crows in 1961-65 and Rr. 6228 crores 
in 1965-86. With an cxmrnding E x c b  Tariff. the amount thus fore- 
gone b bound to increase. It is .signMmnt that althongb R sizable 
amount d dutv leviable under the Excise Law i.. being foregone 
gem lriter year. the present system does not provide for obtaining 
approval of Parlinment in the matter, as there i s  no provision in the 
Central Excises Act end the R a h  made t h u n d e r  to lap tbse 
amn3ption notifltstians hcfm Parlipment. 



the Secretary, Revenue and Expenditure, during evidence, pendinf 
the Analisation of a new Central Excise Bill, suitable amendments 
will be mhde in the Central Excise Rules requiring such exemption 
notifications to he laid before Parliament. It would also he desirable 
that the exemption notifications should be accompanied hy explana- 
tory memoranda giving the reasons for varying the standard rates 
of duty. 

3.16. The Committee have heen critical in their earlier Reports 
[ck. para 3.141 of 44th Report (Third Lok Sabha)] to the granting of 
exemption from duty thnnlgh executive instructions instcntl of the 
issue of formnl notifications under Rule 8. The Committee are con- 
cerned to note that. out of under-ass~ssments of Rs. 571 Inkh4 pointed 
out in Audit Report, 1967, most of the amount of Rs. ,727 lakhs that 
has been admittcd by the Dcpart~nent rclatcd to irregular and 
unauthorised refunds, rebates and s-t offs because certain relief$ 
were given under euwutive instrurtions which did not have p n p e r  
leral backing in the r n s t t w  of exemption. According t,, the Min- 
istry. in some caw% es-rnptions were given under ~ u c h  cxecirtive 
instructions pmdinc hwthcr examination of the matter. aficr which 
exemption notifications were issued rctrosgcctivelg. 

3.17. In  para 3141 of their 44th Report, the Co~nlnittee had de- 
sired that if. for administrative flexibility, Cmvernntent desired 
some Iattitnde in such matters. they should obtain authority to do 
so from Parliament hv  introducing an amendment to the Excise TAW. 
The Committee h o w  that the position will be suitably rectified in 
the new Excise Bin. 

3.18. As regards the issue of exemption aotifieatiom retrosper- 
tivelg, the Committee have d i s a m d  tbe legal position in para 3.37 
of their 44th Report (Third LoL Sabha) that is: "A Iqiqlatute 
d d  give retrospective effect to a pisea of legislotian p m d  by if 
but the Govenmmt merehing subordinate and ddegatsd powers 
cannd make an order witb retrodlpcctive cdect d a m  that power 
wm expressly conferred by the St.tplfan. The Committee had da- 
sired thnt tbt qudion d the extent of authority r e q u i r d  ond of 
amending the Law for ths purpose crhodd be tboroPgkly exarniaad 
in consultatian witb the Miaintry of Law. in para 2.3 of their 7th 
Bepart (Fourth Ldc Sabba), the Committee QIfrsd that a Bill con- 
tain& enabling powem for tho Central Govemmant to give retran- 
peet4ve &eet to excise duty exnaptian under tbe Exdm Law &odd 
be bnwght bdwe Pattiunaat M d y  m powibld, 



through three different means, viz., notifications, executive instroc- 
tioms and retrospective notiibtions may be examined in consulta- 
tion with the Attorney General of India. 

1 1 t t m i  Audit Organisatwn 
3.20. The Committee desired to be furnished with a note stating 

the existing arrangements for Internal Audit in the Central Excise 
Collectorates (both in Headquarters and in Collectorates). In their 
note (Appendix XII)  the Dcpartmr3t of  Reve~iue had stated that 
in view o f  the expanding nature of the Centrctl E x m e  Tariff, as 
well as to ensure that t11t.r~ i.i cff6 i:tltrc unrt of Rcvcnue accounts to 
detect the loop-hr11t.s eauslng lt~akagc. nf revenue through proce- 
dural dcfectc in t!w m::tter of assessment, collwtion or accounting, 
the Dcp::rtnient r , f  Hevcrlue h a w  set up two types of audit machi- 
neries at different stage.; within the Central Escise Organisation. 

Thcsc are.-- 

( i )  Audit by Chicf -4ceounts Officer/Ass;.tztnt Chief Accounts 
Officer attached to t he  Collectorate Ofice. 

(ii) Aucfit by the  A.ssi.st.mt Collector (Audit) of the Central 
Excise Collectorate. 

3.21. The details a h a t  the ptrformance of the  Internal Audit 
Organisatinn during the  yrar 1!%&fi7 have been stat44 a5 under: 

rl) 

I .  N \. of (:hii.f .4ca:l)ll.lts Otficcrs. . \ w r t .  Ch12f :ICC w q t s  
0 . E ~ ~ r s  conduccinq rh+: ch xk of ;I i ; :srn z-rt &xum :nts 
at the Collt:ctoritrc Hs iliqucin.-rs I -? 

I t  ha\  i ~ ~ n  stated that "the number of objections referred 
above arc. indusl~te of procdural defects poinbed by the Audit as 
well as CA0,'ACAO. As the objections raised by the Internal Audit 
.re dill under corrcspondenccl, figures of short lwies/under assem- 
merit B C ~ U P ~ ~ Y  detwtCd have not been furnished by mme Ccdlectomv 



3.22. In order rectify th& defecg, a detailed scheme, was worked 
*out, for the establishment of a Direatorate of Revenue Ikrdft, 
The scheme was accepted in principle by Government and 
funds were also made availqble in the F m c e  Bill of 1965, but due 
to emergacy and the need for economy, the scheme was not put 
into effect. Nwmtheless, it was decid'ed to &en@m the Audit by 
merging the Rqponal Audit Parties with those of Examiner of 
Accounts so as to set up a self-contained Audit cell, under a senim 
officer of the rank af an Assistant Collector, to function under the 
direct guidance of the Collector at each Collectorate Headquarters. 
Accordingly, a scheme for the re-organisation of audib working, 

-taking into considerat!on the number of revenue yie!ding units as 
against the number of office formations, has been introduced w.e.f. 
1-1-1967 in all the Collectlorates. 

3.23. The Committee drew attention to their earlier recornmencia- 
tion regarding strengthening the Internal Audit Organisation c.f. 
para 45 of 27th Report and paras 3.9 and 3.10 of 44th Report-3rd Lok 
Sabha). The Secretary. Revenue and Expenditure stated: "We do 
recognise that Internal Audit Organisation should be improved both 
in numbers and in qualiy.  In terms of the Central Excise and 
Customs Rwenue, one would not say that the percentage of irre- 
gularities found is on the increase. The numbers are a little more, 
but the rwenue realised is also so much more. Some step? have 
been taken despite the budgetary constrainti on the excise side." 

3.25. The Committee desired to be furnished with a note stating 
the progress made in ~rnpiementing the recommendations of the 
Central Excire R~rgan i sa t ion  Committee regarding strengthening 
the Internal Audit Organisation and the difficulties in implementing 
them. Tn a note furnished to the Committee, t h ~  Department of 
Revenue have statied: 

"The scheme of strengtherung the Internal Aud~t  Organisation 
by constituting a separate cadre of thu? audit and ac- 
counts staff under the guidance and control of an inde- 
pendent Directmate was worked out by the Centrd 
Board d Excise and Customs. The scheme worked out 
at the time was est'rnted to coat abouQ Rs. 30 lakhs 
per year. However, its implementation had to be de- 
fmed due to reasons of economy. The decision WM 
taken in 3kcember. 1985 and the p i t f o n  continues to 
be the same. However, necessary organfsational c h a p  
w!tM the l idts of the manpower and flnandal re= 
mwca available ham been made to improve the nurol. 



timing' df the Internal Audit Partied and the &"id- 
portant of &ch changes &ected PrMd &12-1966 'ad 
listed below: 

r .  

Fkgional audit -partias have been merged with the ha- 
ternal Audit in each Collectorate and placed 
clusivvtly under the charge of an Assistant Collector. 

( i i )  The number of audit parties has been enhanced frorii 
31 to 54. The position is being kept under watlch: . 

(iii) Audit work in each Collectorate has been made the 
personal responsibili tv of each Collector. 

(iv) The Examiner (s) af Accounts has/have been placed 
under immediate supervision and direct control of the 
Assistant Collector (Audit) 

3.26. During tvidcnce, the Swretar?;, Revenue and Expenditure 
informed the Committw that "there was one suggestion on which 
f::r',her thinking is p i n g  on ar~d that is regarding a separabe Direc- 
torship of Internal Amiit which would run common to  all the R e  
venue Drprtnwnts At first the difficulty was avoiding imtease 
of administrative rxpenditurc. Thercaftm the thinking seems to 
be that thc. existing nrrangcrncnt whereby the  Audit parties are 
placed with the ~xecutive staff may be more conducive to the ex- 
peditious disposal of work." 

3.27. Thc Public .4ccount\ Committee have repeatedly drawn 
attention to the inadequacy of the Intern1 Audit Organisation in 
the Central Exclsi. Department, as revealed by the Report of the 
Central Excise Re-organisstion Committee presented in 1S.3 (cf. 
paws 45 of 27th Report and para 3.9 of 44th Report-Third Ldr 
Sabha). They have been htonned that a SC~CIXW for strengthening 
the Internal Audit Organisation by constituting a separate cadre a t  
the Audit and Accounts Staff under the guidance and mtd of an 
independent Directorate which was estimated to cast about Rs. 36 
Urhs per year was d o f e d  due to reasons of eronomy in Decam- 
k, 1965, and position continues to be the same. There is also 
m suggestion regatding the setting up of a m m t e  Mrcctorste of 
Intenad Audit which would be Common to all Ravenut Departments. 

3.28. Thc Committee note that meanwhile cartah crrg~nisetioldl 
c h a m  have been made by the Dapartmclnt to improve the faMc 
thing of (be Intcrnrrl Audit partie. Tbe number d tba Inter4 
k o d i t ~ h r a : . l a o b e a n t n c r a r u a d f N n n S l t 0 5 7 . I l u : ~  
uq ~ W C I V M ,  not satisfled with the parhnmaaca of tha Inbnuf 
3666 (Aii) w. 



3.W. The CanmjW &o +sired to be furnishad with a note stat- 
iPg tkp e*% m~n~lements for emwing uniformity of administra- 
t i p  of @e Iwy in #.&re@ ColbcWrab. In their nok (Appen dix... 
=.I) the DepaCrtmeat of Reveaue have stated: 



L a  In pvrr 3.7 of bir FortJaiXtb, &qrsrt e PubLSc 
Ammmh c4nmnUt.s pointed atrt that diffarent Oiaclsrs ~#rmcrt.lmu 
gim Wemat iatmpmtatiem of the law with ths &hem# 
m y  be taxed differently under the lume stahts. The ded d& 
w a r  rs discridmiion between aaseseees by the exeatiw. The 
Camplittss empbsiie the basic W of mawing fhf Wd.. 
tho same statute and at the same time, people aro n d  d w g c d  
dfdterc~t rates d tax due to diBannt u h m s t m  . . tive inteqmh 
t b  OF Ofhw failures. The Committee note the st- taken By the 
Central Board of Excise sad Customs to asware uniformity of 
administration In the levy of duty in different collectorates. The 
Chamittee hope that the Central Board of Excise and Custorulr will 
Lnsp this matter under cowhnt review m RS to ensure uniformity 

the levy of exdse duties. 

U n h  nsgeusirtsrrt due t o  Wrong Application cvj Rates-Para 27 ( b ) .  
pages 31-32 

3 21. Cotton yarn, twist and thread were grouped under one Cate- 
gory for the purpose of assessment to basic Central Excise Duty with 
cRect from 17th April 1964 and for purpose of special excise duty 
with effect from 1st August, 1964 Prior to these dates, however, cot- 
ton yarn was assessed at concessional rates provided by Notifications 
of the Government of India and Cotton twist or thread was being 
cllarged bo duty at the standard rates. As a coroIla~y to this, the 
wante arising from theme, should, follow the same clasliftcation if 
such waste ware dutiable. However, dutiable disentangled mass aris 
ing from the manufacture of cotton twist and thread was chargd bo 
cosacesrional ratu af duty applicable to cotton yarn insbead d the 
t o M  rate ap@icab\e to cotton twist and three& When this was 
point4 out in October. 1963 demands totalling Rs. 32,570 repnraenw 
t&t differentiat duty haw been raised, out 04 which d d  amount 
ing to Rs. 16898 have been r e a l i d  and the bibace d a n d  aownrnftL 
Lng to Rs. 16,967 have been reported as withdrawn m aocount oi being 
IlmuEjb.Ft'crd. 



3.32. The Committee asked about the reasons for erroneous -. 
ment which led to such Iwy, a majm portion of whi& &ted in 
lass of revenue to Government. The representative of the Central 
Board of Excise and Custcrms stated. "As a matter of fact, there was 
no justification for not assessing i t  at the tariff rate. The reason 
which weighed with the assessing officers was that the percentage of 
twist and thread in that mixed waste was negligible. Another fa* 
that was there, was this. The twist and thread that were cleared 
along with the distangled cotton yarn were cleared for the pu-e 
for which this cotton yarn had been cleared and not for a n v  , l'.c1r 
purpose." Asked about the disciplinary action taken against the 
officer, witness stated. "Action has pet to be taken. Explanations 
have been received from all the officr1-s and the matter is under the 
consideration of t h e  Collectorate." 

3.33. The Committee note that the erroneous asscwncnt of wastes 
arising from twist or thread manufactures at the concessional ratcv 
applicable to vsrn instead of at the higher standard r ~ t e s  spplic~ble 
to 'thread or twist' resulted in under assessment of dutv amounting 
to R.. 32.570. out of which a demand amounting to Rs. 16.967 had to 
be withdrawn as a res~dt  of heing time barred. 

3.34. Government should fix responsibility for this loaz and take 
remcdi;d measures to obviate the recurtenct. of such inc;t;mce.; of 
erroneous assessment and detect erron in time for rcalisntion of 
arrears. 

Under-assessment due t o  wrong f i r i n g  of rrssrssn blr  t ~ a l t ~ ~ ~  ---Pqta 
23 (a). Pa yes 34-35 

3 35 . L cnl i ng to t h r  rult's apt! O T ~ C I - s  I S S U C ~  fx?i RSCCT~;L.~I~II~ 
the assessable vaIue of r;:; ;trtic!e for 1(+1.y of Central Exr..ct  LIE^ 
under section 4 .,f Ili, C ,ntra] E x c w  snd SrtFt Act .  1M4, thr. d ~ s -  
count a1iuu.c.d under n pa?,' : " - -  con:ract w h v h  I:, not avallabi*. to  
any independent whol~salc purch-isrvr andior which can be carncd 
on:.: in cansideratinn nf fu'fi'rraent of certain conditions IS not ad- 
I-P- ~ h l c  for deduct-on from the dwlarcd w h o l ~ l p  pnce 

3.36. In one  facton. rnanufacturlrq foot-wear, ~t wafi noticed that 
drfferent pmcentagcs of trade d~scount varying bptwrcn 7 per cent 
and 3 per cent. were allowrd to different categories of wholemle 
dealrrs. 7 per cent. to 575 per cent. being for those who entered 
Into certain contracts with the companv and 3 per writ. being the 
uncondltmna! rate nf disc~unt .  The trade d,sruunt in r x m  of 3 
per cent. cannot, therefore, be taken Into account in ascertaining 
the asmisable value for :he purpose of levy of the duty. 

3.37. Tlw Department contended that the discount allwed to the 
dealer who he? the largest turn-over to his d l t  was accepted 



in terms of Government of India ruling under section 30 of the Sea 
Customs Act. 

3.38. According to Audit, the ruling under section 30 of the Sea 
Customs Act is n ~ t  irpplicable for Central Excise purposes as no 
notification under section 12 of the Central Excises and !%It Act. 
1944 invoking the provisions of section 30 of the Sea Customs Act 
for Central Excise purposes was issued. 

3.39. This irregularity had resulted in loss to the extent of 
Rs. 43.00,205 during the p~r iod  1st March 1954 t o  28th February. 
1965. 

3 40 The Committee a2littd about the reasons for allowing the 
licencce trade discounts varying between three to seven p r  ten; 

The reprcscntative of the Central R w r d  o f  Excise and Custom 
stnt*.d. that the manufrtctu rer allowed t h ~  regional dmributors 
number:ng 120 different rates of discount varying from 5.5 per rent 
to 7 per cent nccord~ng to the varylng quantities lifted by them. 
The retail dealers who were being glven 3 per cent discount were 
getting there supplies from these wholesale distributors. The wit- 
nevs dddtd that "These discounts were not eonditlonal but thW 
were unmndit~onal and were bemg en~oyed by thase wholesale 
dealers." Awordmg to a r u h g  given by the Mysore H ~ g h  Court 
under thv Staa Custonis Act, regional dtstnbutors should not be 
dcnred the ci~scount and also the overhead expense.  'Rus pamcular 
ruling under the Sea Customs Act had been mad(* applicable In 

this case because the conditions were identical. 
311. The Committee panted out that under Section 12 of the 

Central Excise Act, n notification had to be lssued for apply~ng 
any prvvislons of the Customs Act to the levy of exclse duty. The 
representative of the Board, stated "The objection that has been 
raised was that section 30 itself havmg not been made appl~cablc 
to thc Central Excise Act how could a ruling under section 30 ai' 
the Sea Custonis Act be made applicable to this particular cgsc 
on the Central Excise Side. Now, this is a matter which has been 
examined in consultation with the Ministry of Law and we h a w  
been advised that when conditions are identical, the goods are of 
like kind and quantity, there is no bar whatsoever to the app l io  
tion of the executive instructions and for this purpo,se. though this 
particular section has not to be notified as applicable to the Central 
Excise Act. k r  a matter of fact, under section 12 of the Centml 
E x c b  Act several provisions of the Customs Act have been made 
applicable to the Central Excise side. Now this particular ruling 
mlah to whet should constitute as wholesale cash price as under- 
rtood under section 4(a) of the Central E x c k  Act, which is mare 
or leas comparable with section W(a) of the Sea Customs Act." 



3 . a  T%e Committee drew attention to a recent ruling d tb 
Supreme Court to the effect that the provision of Customs Act could 
awt be aatamatically applied to the Central Exciee Act. Tlse n- 
presentative of the fPoard strrted "That was in the m t e x t  of SecCLan 
lm d ~ x n s  Act. There the questmn is of something 
and manething suMa&ial. . . . . . It  was a bout application of eeCOI8n 
129 of the Customs Act to the Central Excise; and tihat sectha 
stipulates that before an appeal is heard all the dues must be p * d .  
We arere imsieting on the basis of Section 129 of Sea Cus4amr Ant 
on the pre-payment of those dues and there athe court's Anding hm 
been that this was not a procedural matter but a question of mb- 
stantial law. It cannot be made applicable through Notiflcatioa. 
The proper remedy is to amend the Central Excise Act and that L 
what we are going to do." 

3.48. The Sacr+t.I.g, RRirvnue & Expenditure stated: "As it Is, 
an thiP spu& case t& Ministry of Lsw has been col~~sulted and 
uhb  to b C&Ct which has been obtained, it would be dMBtmlt 
da t4e to ooosh to a contrary view. But I do s# tbt 
ihiars between the advice given and thc ruMng fl 

Supeme Coart which has been brought to notice Ihmfm, I 
~FUUM agdst an may b @liven time ta get th~s iariue sarted out bY 
seferasce b the AStanrg General" 

3.44. The Chairman of the Central Board of Excise and Cusbms 
stated that the rulings referr4 to in t h ~ s  case were merely executive 
instructions trying to interpret mrlaln words of ,:he statute It w8e 
'nut that any notifteatfan or any section of the Customs Act was 
being applied to the Central Excise The wordings nf %ion !@la) 
of the Sea Cnstrnrm Act and Section 4(a) of the Central Gxcise A H  
wem more or lsse M a r .  The basic thing was "wholeoak asrh 
pth ,  *e place frm where pods have been cleared from the 
docks and in caae of the cmtral excise from the factory." 'I%e 
witness addPd ' W e  have said (by executive instructfons) that t h e  
wbrds (wholesale cash price) seem to mean tMs. Therefare, by 
analogy since the wording is more or less the same in the Cu&01~ 
and Central Excise Statutes, by and large the interpretatton 8 b  
d p M  be the same." 

The attartion of the w h m  was drawn to explanatim 
.fn floc h t n a  Ebt& Xanu1l3: 



3.47. The Cammiltee pornted out that in Ohis case Clam I dh- 
tributars were allowed disceunt at the rate 6.75 or 7 per cent 
b the con&tlsns that t h y  dnnrld seBl the particular c o ~ ' 8  
*tw@af, wd they were thrUg virtQaNy prevCnted from L 
llrry cabnptitiut shoes. The  presentative of the Ebrd sQYk- 
"'. . . . T h c w h o t e ~ . w r s a t v ~ ~ d e ~  a a g b  
qdhntity.. . . . . i t  opas not a case of fa- c3usbmx." 

3.48. R e f e w  to the court's ruling on the Customs side, &t 
ntY tmb  &at& that nl that case tbeh werC two prirleipal dfstrlbotorr 
*ho were rhore ok less the sd.k Belling agenb; their 6vrrlrll i x r L .  
W txbde' &stwant *ere bDhdky a#owed ubda the eimd'a d. 
In the pW%nt cabr. 120 & s t M d m s  tbi & o m  dpdllt 
4. Th;a stipuhtion related to the qbamtity to be Wed. rthtraqCb 
*re vltre ulhe stqmbtrom dso that & Qert not to b 
f b b t - W M  -Mured by other part* aad W tbey &aaM dot 
& bc"y(nrd W reffion ~ a r m s r k e d  for theh. The Committee pdbrdM 
&kt t!ht Slelction 4 did not imlude any disclnYlht which was aIl6W64 
only under a particular contract and was not generallp applW&L 
to any independent wholesale purchaser The Secretq. Revenue 
and Expenditure statcd "This clause would perhaps debar r 
rnm;opaly amlpement whirh gets availed of by large number d 
people. Obviously the condjtions are restrictive and interesbsd 
partiee have to submit to those conditions to become distributom 
and to avail of the discount" He added "Tbc quantity does sees 
to be the lhain feature of this and of mume there are a set of a& 
tbhditfonn too." 

3.48. Tbe k r n i t t e e  Bnd it difkdt to acmpt the viuw tbit tb 
dlew- dowed In this case was merely ";iEuantky %counp aid 
%tnmditieamlf tar acxodhg te tho 4mernaat-a entered inb Ii+ 
the muraiLcturer with wholesale distributors, by were d h d  
tb dbammt mbject to tbe d M o a  tb.t they s k d d '  wt scrY fa- 
wmr m d a c t u d  by 0 t h  parti- and thnt they shcvuld nd 
1)CJr-d 1& &en cmxmked fm them M % e r ,  ~rllthu& 
m a a h  ot ~bl -e  Bstributa. k tbtd ta be isl, &is .i. rd- 
&awl agmmwmG bat-n & nutlhcfurm. a d  tb &Mht&b. 



Aecordiag to the rules and wders hied  wader the Central Excisre 
Act the discaunt allowed under a particular canrtract tw which can 
be earned only in tonsideration of fulfikneat of certain eonditims i s  
id' admissiMe for deduction from the declared wholesale price. The 
Committee feel that these two canditions laid down for admid- 
bmy aS discount are not fulfilled. They, themiora, dcsire that thL 
iPrLter sbould be further examined in consultation with the Ministry 
.f Law. 

350. The Committee were given to understand that in this cawsie, 
the W, in d e t d n i n g  the wholesale price, were guided by 
mwt& executive rulings issued under Saetion 30 of the Soa Cns- 
-tams Act on the analogy that the d i n g  of -ion 30 of the Sem 
C b t m n s  Act is more or loss similar to that of Sectim 4 of the 
-Clhtrel Excise Act. The Rorvd did not consider it nscessury t a  
itmte a ndificatiar far application of the provisions of the Sea 
Customs Act in this m e .  

. . 3-51, The Committee also note that several provisions of the Sea 
Cktoars Act have been made applicable to the Central Excise side 

Potifications issued under Section 12 oP the  Central Excise Act. 
-'lVw Ce1113liiftee d e s k  that the whole question of applicability of 
. d v e  rulings under the Sea Customs Act without issuing a nati- 
&tion under the Excise Ad as also the applicability of the provi- 
.ibas of tbe Sea Customs Act by issuing a notification under the 
:4h tml  Excise Act should be examined in eonsulta&ion with tbe 
AtbaLeg General in the light of a recent judgement of the Supreme 

in tbe matter. 

Para 28 ( b )  , pages 35-36 
1 

3.52. According to the procedure of assessment pregcribed by 
'Government in May, 1962, a manufacturer of Patent t r  Proprietary 
medicines publishing price lists lndicat~rrg the p r i e s  at which tho 
pducts would be gold to c o m e r s  was allowed an ad hc* dis- 
m t  of 25 per mnt. on the prices speciCied In the said price lists 
Certain manufacturers of Patent or Proprivtary mcd~cines in a Col- 
lectorate presented for assei~smente generally large packs containing 
'wfthtn themrehres smaller lebelled aalmble units in the form of 
Strip, each strip containing about 8 or 10 tablets and availed of the 
ad hac discount preecribed in the Notification dated 19th May, 1962 
on the price? declared for these bigger w k s .  Such prices were 
considerably lower than the price calculated pro rub tor the smal- 
lrrt saleable unit and accordingly attracted lower duty. This practice 
WM, however, s$o@ with effed fram 1st July, 1984 aa a reault of 

'the OoUector's orders on a review and the -tr w m  o n d d  



to be made on the basis of the prices of smailest saleable uruts. 
The past assessments were neither reopened nor demands issued, 
although the declaration of consumer prices for such larger packs 
was in itself not correct. The loss of revenue on this account fo r  
the period from 1st April 1963 to 30th June 1964 stood at Rs. 2.41,OW 
(Approximately) in respect of four factories only, In one Collec- 
torate. 

3.33. The Ministry have stated that past assessmrnts not being 
provisional could not be rc-opened. . 

3.54. The Committee asked whethe'. any action had been taken 
against the officers r e spns~b le  for the loss of Revenue In this case. 
The representative o f  the Board stated "The Collector d ~ d  look into 
the matter and reported that to the Board. There was no deliberate 
omission or commission and there w a i  no question of mlafi& 
intention All that h,)! , . ' v ~ , , !  '. . ,  rhat the officers proceeded on 
the basis of thr  p u b l l c ~ ~ d  retail prices as furnished by these people. 
They should have wnfied and sat~sfied themselves whether there was 
any transaction to the actual consumers a t  these prices." The wit- 
ness added that on a representation against the Collector's ruling 
the Board issutd orders on 5th March 1965 confirming the Collector's 
&ling of 1st July.  1984. 

3.55. M e r r i n g  to the criterion for consumers' packs, the repre- 
sentative of thr  Board stated: "Therc is a differenn of opinion 
amongst the Ministry of Health, Ministry of Petroleum and Chemi- 
cals and the Drugs Controller of India. All of them feel that thest. 
larger p c k s  even when tho?. arc offered at the declarid consumers' 
price, they h a w  hwn disptsed of  to t h e  hospitals and other institu- 
tions like that. 

3.56. There should be no hesitation in accepting such prices as  
the consumers' price. In other wolds. they should be permitted to 
be assessed at 25 per cent discount." 

3.57. In a note (Appendix XIII) furnrshed to the Committee the 
Department of &venue have stated that the trade did not react 
favourably to the instructions by the Board on 6th March, 1985. 
The qumtion of the manner of assessment of large md small (whole- 
sale and retail packs) is, howevcr, already under considemtion 
wparately in consultation with the Drugs Controller (11, Ministry 
of Health and hliniutry of Petroleum and Chemimk 

338. The Committee desired to know whether practice similar to 
the inrgularitly noted above was in vogue in other Cdtectorrtcs 



tematig in loss of revenue. In their nde, the Department d 
&venue mted the position ag fal1asrrs:- 

Name of the CoQectamte. bite upta which Consc~uential loso 
the practice was in of Revenue. 

vagut. 

I .  Bombay . .30-6-1964 Rs. 298,372.46 

2  hard^ . 31-12-1966 Rs. 2,19498-70 

Shillory . . 31-3-1967 Rs. 274.88 
---- 

Ks. 4.68.4 I o. 78 

3.59. The practice was in vogue 111 Allahabad Collectorate ahm 
till October, 1961 but assessments had been made pmvisionally and 
the differential duty is now being recovered. Only one smlrll 
factor?; is involved in this Collectorate. 

3.60. In the m i n i n g  collectorates e~ther the practice of clear- 
ing rnedioines in strip packings was not in vogue or larger packs 
containing within themselves smaller lebelled saleable units were 
not assessed on the basis of dtwlared consumer price for the larger 
pac )I. 

3.61. The Committee asked how in the Baroda Cullectorate, the 
wrong practice continued till 3lst December, 1968 in mite of the 
instructbas iaRued by the Board in March. 1 9 6  The S e e m ,  
&venue and Expenditure agreed that "the oPBcers ccmcemf should 
be mlled upon to explain and to let the Board know as to why they 
m"rc lang to carrcvet them pr~ctices*~ representative d 
Beard of hrcfec and Custabne Mted UTOd&9 1 haw rt~@ivf~I  thh 
massive tekgrafn frcm Bbrrde. Them they have explained that 
they wwt? Me pacttg of W, 30 ahd 100 t&1&~, and w i t h  the ~mtr 

a& &ips miah Wger p c b  wMd hr, mt carry any label 
wWsowe!r. In this m&W, guldsb by the? patticub; 
instructions ot Mb Bkch, 1- WMM r@WlW 0 thoumfid taBlcnrr. 
So, that w d  not apply to this." The W r y  h e n w  and 
kxpenditure atatad '7?He ALe\m which M e  rrparted ta thcm am 
abvicnu?y wrung.* The lvprcrrmtrfive of a Bvlard d I!~MBP tWd 



3.62. Asked why in cam of Bombay Collectorate, the mmwiq 
of duty undsr-n.nrrcmnri o& not be made, the representative of 
Board stat&: "Hem trws t h i w  em D~volved. First, the trcSiS%lrau- 
were not made oa a lprovisieapl bash. They were flnal adseslarrentr. 
He treated hiti dtxbim as P tanU ruling. Whmever a taFia nJisl[C 
is in favour of Giovca~~~~ent, then d i n g  to the accepted * tariff rulings me to be prqed i ve  and not rettospective. lt 
may a h  ;be ccrqmi Dhd thir was a case of an error." 

b a s  of Revenue Due to Mmuftcture In Btnrd-Para 29(b).  pogccl 
37-38. 

3.65. Rule 96-D of the Central Erctse Rules, permits the remod 
of cotton tabtics in bond from r~ne factory to another for purpade o! 
@rthcr procelrsing. This eaables the cor]lgtion of duty at the 'lhn3. 

of clearance. In a Central h c i s e  Collectorate a proceasing uhit 
w g e b  mainly In the proms of machjne embroidery which is no0 
) p c k a  attracting any addttfanal larg, wali V t c d  aa It W && 
4&&$ R mall bleaehlnlg p h '  and was aYtoWed reCi!pl of cMbn 
'fah* in hond tram other mufacr\rrhg itnib. The elotb so Fut- 
&vdl. was far in excess of the capacity of the bleaching plant. ' h e  



bulk of the cloth received was not to undergo the process of bleach- 
jng a t  all, as they were either' bleached or rnercerised already. The 
movement in bond of cloth not requiring further processing such as 
bleaching or mercerising, was objected to. This procedure not ody 
fnvolved postponement of payment of duty but also lass of duty be- 
cause of occurrence of rags, chindies and fents in the process of 
machine embroidery. The Collector reviewed the matter and order- 
ed that the facfb* should pay full duty an the fabrics received in 
bond. Demands of duty for Rr. 6,63,252 were raised for the clearances 
of chindies, rags and fents in respect of the period from 1st March. 
1962 to 13th March. 1964. Out of this. the party had paid Rs. 89.540 
relating to the period from 14th December. 1963 to 13th March. 1964. 
These denlards were red~lced to Rs. 19.935 on appcals heard by the 
same Collector of Central Excise. 

3.66. The Committee asked how the irregularity in this case con- 
tinued till it was noticed by Audit. The representative of the Board 
stated "This is a fact. . . . . . . . .that the thing was first noticed by 
Audit. The Audit pointed i t  out. But the Directorate nf Inspection 
were also seized of the matter." 

3.67. The Committee pointed out that the irregular practice was 
pointed out to the Collector in November, 1962 and the decision to 
stop the practice was taken only on 21st February. 1W. The rep*- 
sentative of the Board stated that "this matter which the Board took 
notice of and the Board also issued orders on 30th July. 196'2 that 
this should be stopped and that this matter has already been taken 
up with the Collector and is under examination. The Collector had 
given some explanations and these explanations have not been ac- 
cepted so far." 

3.88. Asked how the Collector reduced the demand in appeal, the 
witness stated "So far  as this particular demand which was set anide 
by the Collector is concerned. f i a t  was hit by the time-bar." 

3.69. The Committee! asked about the propriety of the Co1lectc)r 
sitting in judgment ovcr the h u e  arising out of his own in-Wctians. 
The witness stated '"I'h-b Collectorate passes so many executive ordca  
and if arising out of that some assessment is disputed and the p C y  
malces an appeal, the Collector gets an opportunity to apply his 
mind dispiwiomtely and avail of the opportunity to correct himself 
if there is a case for correction. In this case this is what had \ap- 
pened. It is he who stopped this practice some time bn the 21st 
February, 1864 The party felt aggrieved and came up in appeal, 
and the Coflcdat heard the appeal but he was not pl~judictd by 
the fact that ir  was again& this instruction that the a p p l  had ccrrar 



but he applied his mind dispassionately and came to a finding." Yh& 
'Secretary, Revenue and Expenditure stated 'On principle waiild'lt 
not be considered a good thing that the offfcers in discharge of their 
duties recognise the distinction between the orders which they pass 
in an executive capacity and the decisions which they take in a quasi- 
judicial capacitv so that when the audit objection camc t h e  obvious 
course for hfm in the executive capacity is to issue a demand notice 
and that would set in motim the quasi-judicial proceedings and a 
party re-assessed. I should have thought that if officers are able to 
keep these two roles distinct and maintain their independence of 
views nn the quasi-judicial aspect irrespective of whatever action 
they may have initiated in the executive capacity that is something 
which should not be unwelcome." The Committee were also inform- 
ed b y  Audit that it was not the same Collector but Collector in- 
charge of the same Collcctoratc who reduced ! h ~  demand in appeal. 

3.70. The Committee regret to note that in this case rnoxf.ment of 
cloth in boiird waq dowed from one factory to ~nother  in cr  itraven- 
tion of Rule 96 of the Central Excise Rule. Althwgh the hulk of the 
cloth was not to undergo the process of bleaching at all, i t  \vas allow- 
ed to be rleawd in bond to the second factory. This rt..;u\tcd not mly  
in the wtpnnement of payment of duty hut a l w  the lms of duty 
(ahout Rs. 6.43 lakhs) bccanw of Dccurrcnee of raes. chindies and 
fcnta in thrs pmc-s of machine embroider?: in the wcnnd factory. 
Even thou~h the Donrd issurd orders in Jtrly. LWi2 tct stop t h k  prac- 
tice and A~rclit :tluo brought this to notirc in Nowmber. 1962 the 
irregxlarity continued till Febnrary, I!&$. The Comr?ittr ~ - o u k !  
like to know the action tnkrn against the officers re+..nansihlP for the 
delay in stop pin^ this irrepulnr practice and the cqncequcnt !ow of 
MVCWUC. - . .  . - .. e *  . 

3.71. Tyrcs of motor vehicles arc assessable at the ad valorem rate 
of 40 pcr wnt undrr Tariff item No. 16. Spcrinl excise duty is 
teviabb -1t ?,O per cent nf the basic rlutv. 

3.72. A mvufac*turcr of t g m  and tubes cnhanctd prices of his 
prnductr frcm 4th Mnrch. 1963 and paid dulv on the enhanced value 
till 22nd Mav. 1Rii3. The\ ~nnnuf,~rturrr rcvrrted on 2 n d  May, 1963ta 
the original sdltng prices. Tt was stated thqt th;q roversion to the 
oxginal selling prices was with retrospective effect from 4th Mareh. 
I-. On thk ground, the Central Excise Department approved the 
prim which were prevalent prior to 4th March, 1963 for the levy 



(i) reduction in price list wi$h retn#pective e l k t  will aob 
entitle the seller to my abatement of dutg iad a- 
quent rehurd; uld 

3.73. The Committee asked whether the Department were satis- 
drd that the manufacturer had r&ned llhe excess price to the cus- 
tomers. The representative of the Board stated that in this particulw 
ease refu& were granted after having satisfled in each and every 
cast that the excess collectims had been refunded by the manu- 
facturer to the customers. h each and every case, there was an 
invoice matched by d t  memo and the offtcers satisfled themselves 
that the excess amount collecTSa had been refunded. 

3.74 The Committee asked about the justificatioln Pot. the Colleclor 
at  his own level to depart from the instruction laid down in para 76 d . 
the Ehnual of Departmental I~structionr: 

"Beduction in price list with retrospective effect will not en- 
title the seller for any abatement of duty and conse- 
quent refund. Such claims are not admissible on the 
original payment of duty on higher prices which were 
not ma& thFough inadvextence, error or mis construc- 
tla" 

3.75. The reprosentatwe of the Board stated "In this particular 
case it was not a case of reduction with retrospectwe effect so braas 
the assessable value was concerned." The Committee pointed out 
that the a s s e s d l  value was based on the prhe and asked it the 
above view was the con8id+red view of the BoaKL The Secretary, 
Revenue and Expenditure stated: "It is quite clear that the dedaknr 
on this matter should have been taken a t  the level of Government 
am3 by the Borrd and that the Contrctar should n d  have acted on 
hu owm-wbakwm the euonomk juatifirrtion for it be. EcotlMnic 
jurtisrEatian for wwmer price +Tii!y and o h ,  consideratkar 
sSuwld have gone into at the We1 04 the Coxca~msn&-lNel at the 
Bcwrb--fmm wbme inrtnrr:tionr ebwld have ken W" Asked it 
~u~bareaudwaagivanhrrayotbercseeJsq the.repmmtatkr 
altheBmdrtrdsd4Thmr,trmrothercaae a t t b i r t b . "  



3.78. It was, however, noticed that in a few Collectoratas, the 
Central Excise Duty knrs realised on the basis of the weight of the 
unsized yarn and not on the weight of the yarn after sizing, as con- 
templated in the tariff. It was stated that this procpdure was being 
followed on the basis of an order issued by the Central Board of 
Revenye in Mrurb, 1964. The order of the Board runs counter to the 
plain meaning sf the tariff and has resulted in an under-asaessrnent 
which has been estimated at Rs. 46,86,665 during the period 1st 
Maruh, 1964 to 31& March. 1966 in respect of ten Collectorak. 

3.79. The Committee asked whether the Ministry of Law had been 
consulted in this case. The Sgcretary, Revenue and Expenditure 
stated: "The matter was referred to the Law Ministry and there 
were differences even in the Ministry of Law on the opinion in re- 
gard to certain levies. Later, we have r~ceived a final opinion to 
the effect that the duty charged on unsized yam is according to law." 
The Committee enquired if in view of a large amount of revenue in- 
volved in this case it would not be more appropriate to obtain the 
opinion of the Secretary of the Ministry of Law or the Attorney 
General. The Secretary, Revewe apd Exyediture stated : "I too 
am feeling rather shaky as to whether one should not take really 
further advice on this from the higher authorities in the Law Mini- 
atry. On account sf notional construction that slnce the mills have 

freedom to sell them before sizing, after the sizing the added 
weight sbould be ignored wd this should be correlated to the pre- 
Jited state is something which would bear another look." 

3.80. In a statement furnished to the Commfftee the Department 
of Rwenue have stated that during the period 1st March, 1964 to 3lst 
Me&, 1986 the estimated amount of duty foregone by assesaEng 
duty on the weight of unsized yarn and not-on the weight of yagn 
rfbr afzing amounts bo Rs. 52,48,970. 



3.81. In view of the fact that a hqfe ~mmmnt of revenue 
fRs. 62,48$70) is fnvdved in this case, the 'Caanmlttee deslre that 
opinion of the Attorney Ganaral mhdd be obtained as to whether 
the order of the Board issued in March, 1964 that duty should be 
reaiised on the weigM of unsized yarn rather than on the weight of 
yarn after sizing was correct. I .  

Other Topics of Znterest-Para 33 (d)  Pages 4243 

3.82. Cotton yarn was made dutiable with effect from the 1st 
March. 1961. The excise levy was fixed at certain specific rates bas- 
ed Tn the weight of yarn and dependent on the count. In respect of 
yarn that went in the process of fabrication in composite mills hav- 
ing sp nzling plants and weaving units, a compounded svstem of 
levy wa- introducc>d by Rule 96 W of the Central Excise Hules, under 
which thc collection of  duty arac, postponed to the fabric stage where 
the  assessment was tc, be done at special rates depending on the area 
of the fabrics and t l : ~  c w n t  of yam used thercin. 

3.83. It was noticed in somt composite m ~ l l s  that certain types of 
fa5rics Like spindle tape, turkish-towels ctc., consumed more yarn 
in their weavinq than ordinary fabrics of the corresponding variety; 
but as the mills had opted for the compundcd levy, dutv was collect- 
ed thereon on the arm of t h e r ; ~  fabrics. The Ins< of rcvtlriue to Go\'- 
ernment during on? year (1962-63) on account of levy of duty at 
compo:mded rate in respect of the aforesaid varieties, amounted to 
Rs 2 31,001 in sewn Collechmtes. 

3.84 'I?w hllinistn 1la;'c. replic-d that though in principle 11 may h 
attractive to rtmwer yarn c?uty at  rates higher than thc corn~wundd 
rate, far fabrics which consuc?e rnorc yarn, in practice, j ?  will be 
dimcult to ic.ork it o u t  Ffnwc~vcr, the Ministry r ~ d d  have fixed at  
least a higticr ratr. of cc,rnpwndd l e q  for yarn con-mmcd in thc 
mnnufacture of these spedal fabria 

3.85 'Ile Committee Gasked about the basis adopted to find cut 
~vh~tfmer a fabric w- an ordinary fabric cq special fabric and the 
!usti?xation for charging compounded duty in respect o f  high y a m  
consuming items Ifkc turkish tou~ls  and spindle tape at the raws 
prfwribed for ordinary fabrics The representative of the Board 
stated: '*Compounded rates of yanr duty have been evol~cd by way 
of simplificatjm of the administration and that Is b a d  on a v e r a m -  
Tt has been prtrscribed Icwping in view the et imted overngc* aroa 
of fabrics th?tti can he woven out of w e  Wogtlrun of yam, of the 
different categbries of fsbricb--mipcrflne, flm, medium and coarv . .  . 



. . . . . .For these different types of fabrics, in these auea the amage 
count of each can be determined according to the formula prescribed 
in the tariff itself. The special types of compounded levy have been 
prescribed so far for two types of cloth, malimo type fabric and 
specially woven tapestry or uphobtry where two layers are in- 
ter-woven. This has been done because their average count cannot 
be determined according to the accepted formula. Of course, it is 
quite correct to say that the incidence of duty is not quite equitable. 
But this is an argument which will hold good even in tibe case of 
cotton fabrics. There are different types of cotton fabrics. There 
t m  cases where the incidence of duty cannot be correlated to the 
value. Where the average count of fabric under anyone 
of the four categories, superfine, fine, medium and coarse, is deter- 
minable, the compounded rate of yam duty has been prescribed. 
Where the average count is not determinable, the item is assessable 
under not otherwise specified category. The two cases under refer- 
ence her-the spindle tape and the turkish towel-fall under tWs 
category. Special compounded levy rates had not been evolved for  
this purpose." The witness added "In the case of turkish towels and 
spindle tape, because they are closely woven, the incidence of com- 
pounded levy will be cex-tainly lighter than on the eff&\.c rate basis. 
Similarly there are so many other varieties of cloth." 

3.86 It was pointed out to the witness that according to the expfa- 
nation to the notification issued under Rule 96(W) in 1965 of ex- 
pression 'cotton fabrics not otherwise specified' meant mill-woven 
and tapestry. The Committee asked why high yarn consuming item 
like turkish towels and spindle tape were not taken up for working 
out average consumption of yam and added to the list of varieties 
of cloth. The Secretary. Revenue and Expenditure starred that "I 
think this suggestion is wholly deserving of examination." 

3.87 The Committee desired to know the other special type of fab- 
rics which consumed more yarn than or6inary fabrics. In a note 
(Appendix XIV) , the Department of Revenue have stated that it has 
been reported by the Collectors of Central Excise that apart from 
Turkish towel and spindle tape type of fabrics, and those fabrics 
which are classifiable as "not otherwise specified category of fab- 
rics, the following types genwally consume more cot- yarn than 
ordinary cotton f nbrics: - 

Niwar-tapelcandle wick. 
Bobby-weave fabrics. 
Flannel. 
Cotton blankets. 
Canvas type fabrics, and 
Curtain cloth. 



3.88. The C d t b e  a m  not seti~fidl with the present practice of 
levying compounded rates ob duty on high yarn connrming fabrics 
like turkish towels and spindle tape, which are applicable to ordi- 
nary fabrics of correspondiag variety. The loss of revemue to Gov- 
emmaat during one year (1962-63) on account of the levy of duty rt 
the compounded rate in respect of the aforesaid varieties amounted 
to Rs. 2,31,001 in seven Collectorates. 

3.89. The Committee suggest that all such varieties should be 
taken up for working out the average consumption of yam and add- 
ed to the list of varieties of cloth. 
Frauds and evasions+-Para 36, Page 47. 

3.90. The following statement gives the position relating bo t i ie 
number of cases prosecuted for offences under' the Central Excise Law 
for fraud and evasion, together with the amount of penalties imposed 
and the value of goods confiscated: - 
( I )  Total number of offences under the Central 

Excise Law Prosecuted in Courts 
(2) 'Total numbzr of cases resulting in convictions 6 
(3) Total value of goods seized Not available 
(4) Total value of goods confiscated 
(5) Total amount of penalties impsed . Kr. .6?.?01 

(6) Total amount of duty assessed to be paid in 
respect of cases where levy of duty was adjudgeii 

RF. 32,67,165 
(7) Tow1 arnmnt of fine adjuLlgd in lieu of con- 

fiscxions tls. 4,48,052 
(8) Total amount settled in composition M. 1175~o96 
(9) Total wiue of goods destroyed after con- 

fiscatior. Hs. 60,364 
10) Total valu:: of goods sdd after confiscation . Ks. 82,558 

3.91 In a note furnished t~ the Committee, the Department of 
Revenue have stated that the latest position is that out of total nurn- 
ber of 10 cases of offences prosecuted in Courts, 9 have resulted in 
conviction and m e  case of" Delhi Colkcbrate is still pending in court 

3.92. The Committee reiterate the recommbadation miade in para 
3274 of their 44& Report (Thkd Ldr. Sabha) that in glaring eases of 
?mud and large scab evasian, the proseeutioa of delinquents is to be 
preferred to imposing penalties, as the former course would be R 
more eff ectivc deterrent. 

- .--- --, - _-"Y_."_*l_ __.I. ^ - -----,..----.- --.""------- * --" . .-- 
'Figurm l u r i h o d  by the Ministry of France. 



GENERAL 

4 1  The Committee have not made r ~ t i o n ~ / o b s a r v ~ ~ -  
in respect of same of the ppregrpphs of the A d t  Bepart (Ckvif) an 
Ravenue Receipts, 1967. They expect tbot the Depmtmat 
the-less take note of the discussions in the b n d t h  and take sacb 
action as is found necessary. 

M. R. MASANI, 
NEW m~uu; Chairman, 

Public Accounts Committee. 
. . 



Further information required .by P361ic Accounts Con~mittee ott litt 
of points receiued under Lok Sabha Secretariat Office Menorandurn 

. . 
, .  ~ . , No. 15/1/67-PAC dated 30th October, 1967 

Audit Repwtr (Civil) on Revenue Rweipts, 1966 
Para 1IIPuge 21--Delay in the disposal of confiscated goods. 

1. It ~ E S  been stated in the NLinistry's note dated 14th April, 
X W F I  vide their reply to point 13 (iv) that the Ales am- 
taining bid-lists for auction of mr&wated pencils are nd 
available. Under whose ordm were these Ales destroyed 
and whether these were destroyed according to the pm- 
cedure laid down in this behalf. 

Another search for records relating to auctions of pencils has 
be@m made. Auctions of pencils were held at Silchar and Imphal 
Bid lists d 1952 and for the period from 10th May, 19% to 5th AugW 
1957 in respect of auctions held at Imphal have been destroyed under 
the orders of the Superintendent of Central Excise, S i l c b ,  in accord- 
ance with the prescribed departmental procedure. Same bid lists 
have now been traced. Particulars of the places and dates of auction 
and the results of auction as seen from the available r e d s  are indi- 
cated below: 

Piace Date of auction Result of auction 

Imphal 30-7-59 T h m  lots of 164 pencils in all along with 
other fast-selling luxury articles were put 
to auction and w m  sold. 

20-8-59 Four pencils alonp with other fast-sellin? 
luxury aniclcs were put to auction and 
were sold. 

27-6-58 Two lots of 16 gross 9 dozen pencils in all 
along with other goods and one lot of 166 
g m s  pencils w m  put to auction but there 
was no bid. 

".L- 



Place Date of auction Result of auction 

30-7-58 15 gross 10 dozen and 10 pencils were put 
to auction along with other goods, but 
there was no bid. 

27-4-59 Four lots of 3 gross, 8 dozen and 4 pencils 
and some other goods were put to auction 
and sold. 

3. It was stated during evidence that the audit objection in thie 
case was raised in May, 1961 and the l k p t m m t ' s  reply 
was send in October, 1964. Please state the reasons for 
delay uf about 3-112 years in eending the reply and 
whether the delay was due to negligence and, if BO, at 
what level. 

The audit note 05 the Aountant General, West Bengal, was received 
by A. C. Silchar on 3rd July, 1961 and a reply was sent on 20th 
November, 1961. Subsequently, correspondence continud betw- 
the Assistant Collector and the A G. West Bengal till 8th Deanhr,  
1964. There has been delay in the d m  of the Assistant Collector 
in replying to the references received from the A.G. West Ben@ 
The Collector of Central Excise, ShiUong, has been asked to examine 
if there has been negligence on the part of any oPBdal and if so to 
take suitable action. 

2. This has been vetted by the Audit. 

Joint Semtury to the Gowrnment of India. 
. .- Mb. of F'inance (Deptt. of Revenw and fnnuazlbbx , , . 

U.O. F. No. 14/23/87-LCT dated 10th ~ m - e ;  1968.- 





5 .  2 ~ ~ i K ; l t i c h e n a  dt. 27-2-54 . 

7 .  15.'ImpI./55 dt. J 1-3-55 . . 

y. DP92lIX!55 dr. 27-1-55 . 

16-1-55 Nil 
r 1-2-55 
25-6-55 
10-5-55 

25-6-55 Nil -do- 

25-6-55 . . Failed 
I 0-5-56 

27-6-58 Re. I .oo H.P No bid 
30-7-58 

30-7-58 - No offer 
I 8- I -56 1oc?1-00 g 

(with other 
goods> 

2-8-56 R.P. Auction 
13s. 8466.~0 withheld for 
by .' c lo\v bid 
(SiL I ar) 

30-7-58 No offer No offer 
18-1-66 R.P. 9.00 

(with other 
g o c ~ ~ >  

27-6-58 No offer1 
30-7-58 No offer 
1 8- I -66 Sold with 

other goods - - - - ------ 





APPBMIIX m 
Statement I 

Statement showing value of Confiscated goods prior to 1963-64 an& 
Pending Disposal. 

Name of Custom K ~u ,c ,'(lollectorate As on As on As on 
31-8-66 1-12-66 1-4-67 

Rs. Rs . Rs. 

I .  Bombay 
2. Calcutta 
3. Madras 
4. Cochin 
5. Pondicherry . 
6. Goa 
7. Visakhapatnam 
8. Kandla 

Central Excise Collsctoraze~ . 
I .  Nagpur 

2. Allahabad 
3. Bangalore 
4. Poona 
5. W. B., Calcutta 
6. Shillong 
7. Bombay 
8. Baroda 
9. Patna 
10. Kanpur 
I I .  Cal. & Orisse 
I 2. Hyderabad 
13. Dehi 
14. hirdns 



Name of the Custom How/Cen- Boak value Book value Book value Book value 
t r ~ l  Excise Collcctornte ofgoods of goods of goods of goods 

confiscated pending pending pending 
during the drsposalon dhpoaol on disposal on 

year 1.9.66 r.12.1966 :.4.67 

Rs. Rs. Rs. Ra. 
Cvrrom HOUF~S 

I .  Bombay . . 54,23,056 28,21.080 Y . ~ I , I ~ Z  26,93,228 

3. M P ~ I ~ S  . - I26,23.291 1.579993 tQ7,01! 43,00R 

4. Cochin . . 1,28.518 i68,282 56.1 rr  54,212 

5 .  Goa . . 8.233 88 I 88 r 426 



Nlm: of the Castom House/ Book value Book value Book value Book vsfue 
C-ntral Excise Cdlcctorate of goods o f  goods of gqods of goodY 

confircnted pending pendmg pcndiDg 
during the drspocrpl on dispoeal on disposal oo 

Yar 1.9.1966 1.12.1966 1.4.1967 

Rs. Rs. Rs. Re. 
Cuszm Iiousa 

I .  Bombay . . 70,84,939 34,28,756 32,56,188 30738,011 

2. C.lcutt* . 33294,760 7153,907 7P797dj 6s5?,67S 
3. MPdm . . 30,23,~91 11~37,893 1192~974 1446,004 
4. Cochin . . 1,j1,378 1,16,722 1,04,104 1.0~316 

j. Gor 23,629 12.300 12,285 6,666 

6. Pondicherry . (9,136 (2,799 2,799 rJ99 

2. Bombay . 39~99,327 ?2,04,427 31,19,098 28~02.694 



Nune of the Custom House/ Book value Book value Book value Book value 
Central Excise CbUectmte of aods of goods of goods of goods 

con%s~atcd pending pending pading 
during the disposal on disposal on disposal on 

year 1.9'1966 1*1~.1966 1.4'1967 

Custom H w c s  

I .  Bombay . 

2. Calcutta . 
3. Madras . . . 
4. W i n  . 
5. Gos 

6. Pondicherry . 
7. Visakhapamam . 
8. K d l n  . 

Central Excise Gdkctorma 

I .  Allohobsd . . 
2. Bombay . 
3. B d  . 
4. Bangalon . . 
5. Gal.& Orissn . 
6. Delhi . . 
7. Hydurbd. . 
8. Kmpur . 
9. Mdru . 
10. Nagput& . 
11. h a  . . 
la. Polau . . . 

Rs. Rs. Rs. Rs. 

I). s h u  . . SX3ja)o 173,661 72,879 31d* 



Statement showing the w lue  of goods in respect of which A~alzlRdvision ptirionrl 
Court Cases arc pmding ru a 31-7-1967. 

Rs. Rs. 
(;5rsfoni Hoccse, 

I .  Bombs) . . 1~14,596 ! 1,391SOI 
2 .  Calcutta . . 5237,312 63765 
3 Madre\ . . . . . 
4. Cochin 

5 .  Goa . . 
6 .  Pandichcrr\ . 

I .  Allahabad . , . . 
2. Bombay . 28,744 2~15,299 

Bangalore . . 

Cd. 8r Orissr . 
Dclhi , 

Hydcrabad. . 

Kanpur . 

Madras . 
Nagpur . 
Patna . . . 

Ks. 











9.00 23-2-66 22-2-67 Redeemed 

Court case 

Cayrt- 



GW. EXCISE BOMBAY 

Case was put to public 
auction but could 
not fetch desired 
value. Efforts be 
k g  made for rJe. 

23-10-60 8 .00  23-8-61 10-3-Fj? 2 - 3 0  Not in Sound 
running condi- 
tion. 

5-4-57 2-50 7-12-64 
.-. 

55 h d  . . 6.5-61 2-50 ZQ-5-66 Court case 
Do. 

41 Fiet . 29-9-64 12.00 68-67 

ba Pi# 15-8-64 10.00 Pend ing adjudication 
453 Pist . 27-2-65 9 -00 10-m-6 N-7-69 g . 10 I n c q p e  of Rs. 

I00 
--__I- 









CBN. EXCISE HYDERABAD 

Ordered to be releas- 
ed. 

x 15 Onc car Pmtsic - 7-1662 5 . 0 0  13-12-63 14-4-67 r -75 Not Road-worthy 
r 16 one car ~ 0 n t a i c  . 7-10-62 5.00 13-12-63 2-5-67 3'10 Do. 

The car is lying at 
BomWy for dis- 
posal. 

CBN. EXCISE NAGPUR 
0 

Do. 
Do. 

A p pe d pending 



CIEN. EXCISE MADRAS 

1.29 KIA-2667 . . . 29-3-61 1 " 5  I -  14-7-67 '65 Condition of the 
car not gomi. 

10.00 24-1-64 95-67 8-30 

2.00 2 -  14-7-67 1-20 Condition of the 
carnot good. 

Since disposed of 
Under appeal 
Appeal rejected 
Pending adjudication 

Do. 

Could not fetch rc- 
m e  price. 

Pending adjudiauim 
Do. 

Do. 







APPENDIX V 

Sratanent showing particulars of 4 cases involving payment of rent to Port 
Tnrrt for custody of confiscated g d  by rhe Madra, Curom HW 

I Description of the goods. . 174 c w x  wired cast glass. 

Date of landing of the 
goods. . 3-12-58. 

Date of adiudication pro- 
ceedings relating to the 
import. . 1-7-60 

Assessable value. . Rs. 44,898.00 

Substaweof proccdingsr. Mk.  Sha Taraji Mmgilal filed Bills of 
Entry ~ t m g  with import licence in the 
name of M:s. Globe Engineering and 
Trrding Go., Delhi and a letter of authoti- 
ty. Since the lmer of authority was loud 
to be forged, the goods were corifiscated. 

Date of Anal cle~rena. . 21-8-1963. 

tWasacrs for &lay, if any, After confiscation of the g,Hxis, the p m y  
in rhe cle~ta?ct of the g5mis filed a writ petition in th: Mdras High 
sinct. they bxtrn: rip? for Cwrt,  who qulcih2.i the Ct~llector's order. 
d ispel .  However . M i s .  Shn Tanji .\lmgilzl could 

not dear the gc70Js, even ;sfter court's order 
against the f ~ q d  lener of authority ; 
and hence the gtxds were abandoned. Thr 
P.T. h9d clain~cd rent chiryes fmrn the 
date of confiscation to the date of vacation 
of the confiscation order by the court. 
It will be appreciated that due to thc 
Caun's injunction, the CX. was unable 
to dis se of the gods during the period 
for wcch the wt hd been charged. 

Value rcalised by sale of The goods were sold by the Madm Pon 
Iloods- Trust fur Rs. 1,16,ooo.oo as unckarcd 

goods. 

Du leviable at thc time 
&nqmn. Rs. 31,428.60 



The reasons for deprc- 
cistion in value of the goods 
wherever the sale p d  
were less t h ~ n  the original 
d u e  of the g00ds. 

2 Description of the goods. . 1080 drums H.S.D. Oil. 

Date of Landing of the 
goods. . 19-6-1950. 

Date of ~djudication pro- 
ceedings relating to the 
import. . . 24-2-1951. 

Assessablev~lue. . . Rs. 83,160.00. 

Substance of proceedings. . Goods were imported in cvntravmtion of 
I.T.C. regulations. 

Date of final clearance. . 1043 drums on 26-10-57 and 37 drums on 
17-1-ug58. L1 

Reasons for delay, if any, After confiscation of the goods, the petitioner's 
in the clearanct of the goods appeal and Revision Application were 
since they became ripe for also rejected. Thereafter, the p n y  filed 
disposal. a writ petition in ~ h c  Hinh Cow, 

who issued an injunction t r a i n i n g  
C.H. from disposing of the goods till 
disposal d the writ petition. The writ 
was ultimately dismissed on 20-8-$4. 
Since during the period when the wr~ t  
petitition was pending the goods had 
deteriorated in quality considerably and aa 
part of the oil was lost on account nf 
leakage, attempts to sell than by auction 
nn 3 occasions were nor succmsfd. UI- 
t~mately P private offer of Rs. 16,385r3 P. 
was accqted and gcds sold. 

Value mlid by sale of 
goods. . . R11,16,38j.81 

Duty letriabk at thc tim: of 
import. . . Rs. y,112.~0 rcstimi~tcdj. 

The reams for depreciation Since the oil had dctcricrrrtcd in quality 
in value of the gods where- u~idrmbly  and pan of lt was rrlao lost 
ever the ale p d  were while in detention during the p r i e d  
less t h n  the arighal value when the Cuannms rrurhmritie~ hild baur 
of gc~xfs. rcstnind from disjming of  t k  ail, 

there was dcprcciotim in valw. 



3 Desm'ption of the goods. . 8 bundles steel rhect curtingr. 

Date of landing of the goods. 4- 1-61 

Drtc of adjudiation pro- 
d i n g s  reloting to the 
Import. . . zj-2-1gb1 
Assessable value. . Rs. 8,165.00 

Substana ofproa6dings. Goods were imported in cantravcntioa 
of Import Tnde Conml Reguttiaas. 

Date of final clcanna. 29-3-1965. 

Reasons, for deb if any, The importer filed an appeal and in tbc 
in the ckuance o & h  goods order in appeal dated I ~4-61, the red- 
since they became ripe for tion fine was reduced but the dePrPna was 
disposal. ordered to be allowed if the importtr 

to cut tht sheets to small size. 3ZZ 
after the party fikd a R+im Petition 
on 12-9-61 which was utltimately rejected 
on 23-2-1962. ThercPfter the cast fife wss 
m r d e d  by mistake in the CH .nd the 
goods were ultimately sold on 29-3-1965. 

Hond rent paid. Rs. 7,720.28 claimed by Madm Port Trust 
but not paid so fu. 

Value rcalised hy sale of 
p o d s .  . US. 2,'50.00 

Duty leviable at the time 
of impart. . Nil. 

The reasons for depreciation The goods were stored in the steel dump 
i n  value of the go& in the open for the period from 19614 
v . vcr the sale prncccds and the quality thereof hod deteriorate r 
w:r: I ess than the arigind duc to exposure to sun and ai rad 
valuc of the gods. hence there was depreciation in v a h .  

4 Description of the gcuds. 925 bags of cement. 

Datc of landing of the 
grnrt;ts. . . 8-1-1962. 

Date of aliudication pro- 
d i n g s  d o t i n g  to the 
impon. . . 6-8-1962. 



Substance 4 p m x c c h ~ ~ .  

Date of final clearance. . 
Reasons for delay, if any, 
in the citmancc of tht 
since they beatme ripe for 
disposal. 

Value realised hy sale of 
pods. . . 

Duty leviable at the time of 
impart. . 

The reasons for depreciation 
in value of the goods where- 
ever thc sale pri& were 
ksJ than the original value 

Goqds, were import4 in cm#n~aulen.. 
of I.T.C. Regulations, and were mis- 
declprad. under, W, C W t m  Act* 
importers paid the personal penality levtad 
but abandoned the, gnodn on w o w f  of 
deterioration. 

The cvment could not be sold because 
them w a  State Cantrol on caqqnt and 

permisoion of the Director of Industries, 
and Commerce, Madras was required. 
Tbc concerned authorities werc c o n t a d .  
On inspection the authorilies declined to 
give permission fur sqle 8s t h  goods lpc! 
deteriorated. Htmteuer, on 1;2-13-63, the 
Director of Industries & Carnrnerce, 
Madras, gave consent for auctian. The 
goods wcre ultimately sold in the auction 
held on 2 9 3 -  I 965. 

Rs. 18,156.54 claimed by Madras Port T m t  
but not paid so far. 

Ks. 995.38. 

There was depreciatbn in value because 
the cuncnt had solidified due to m o b e  
and exposure in the Port Trust prcmiwr 
and was rcndcfcd almcwr uscltso. 



APPENDIX VI 

S. Gllcctoratel Description of goods Date of Quantity Value of 
No. Curtan HCmsC confiscation lost goods lost 

Wp;rrPrLI ' 

Rs. 
I .  B a r d  C.E. . Cycle Dynamo Lighting 14-4-39 47 Armatures. 306,'- TIW goob w w  in ttp 

Armacw . 41 wires cunody of Port Tnpt 8 
5 1  c lmps  out  at^ 
of total con- atthetheofa@kq- 
signment of tion by the CoUcctm. 
I S,OW armatures. A writ Riatian 

fiibd by the party against 
the o q h  of the C d k s  
tor iP tbe Bunjab Hi@ 
Court. The writ was 
dislnbd Qn 14-3-67. 
wiy, n c l 3 2 m . j p  w 
wtrcqd b A#$], tm 
and a complaint was 
filed with the Police. 
It has resulted in the 





% ZYrnm C.H. 

4 Do. 

3. Do. 

6. Do. 

7 ' Bo. 

8. Do. 

9. h. 

Sntl Roller Chain 

S p r i n ~  for pinting 
machines. 

.sotor Starter . 

Weighing bala~lce mii 
p a n s .  

Ultra marine blue . 

Rudec, . 
Buckle 

IWythene .Mould in p 
Powder. 

Tractor Pumps :~nd Frr- 
tiliscr Mixer. 

Pofystcr fibre filament 
yam. 

17-6-60 1 Barrel out 
of 240 Barrels. 

29-4-67 83 out of 
153 Cartoons. 

3 to 15 : 

In all these cases goods 
were confiscated for 
contravention of ITC 
regulations. In respect 
of serial numbers 11 to 
r 5 the pilferage <rcaured 
even before confisca- 

tion. These goods con- 
tinued to hc in Port 
Trust custody till W i -  
sation of the adjudica- 
tion proceedings even 

pfter confisetion as the 
parties were g i m  og- 

ti on to redeem the goods 
on payment of suitable 3 
fine, the goods were 

allwed to remain in 
the custody of Port 
Trust for some time to 
enable the parties to 
take ckrancc. As these 
were not clemd within 
a reesanabk t h e  tht 
p d s  were shifted to 
the confiscated ware- 
h-e fix subsequant 
disposal by auction. The 
pilfmges nond in di 
these c~scs have been 



duly reported to the 
Pollee. 

16. Rmnbtv C.H. 

33- Do. 

Steel Outings . 

2,U I 3 .  oo In these cases the circum- 
a a n w  o f  the loss art 

657 + 00 not d l y  available. 

not available. 
3,644-00 

883 00 
302=00 

10,000'Cm 





*I. Bombay C.H. . . . . . . . 
t 2 .  Calcutta C. H. . . . 

3. Cochin C. I i .  . . . 

5.4. Pund~cherrl C.11. . . 261.3?' .. 
~ . M a d m s C . H .  . .  1 3 -  335 91  

6. C. E. Collect.. Urr~*.la. . . . . . 

7. C. E. O d i e r . ,  Madre\. . 3 J I R- 



vn. 

_.----- ----_-- ----------- 
1962-63 1963-64 1964-65 I 965-66 1966-67 Remarks 

. . . . . . . . *There ru no formal qpummt 
betwten the Bombay Cunomr 
& the Bombay Port Trust 

12,318.00 12,318.0O 12,318.00 ~2,318.00 12,434.00 with rcgatd to the P~SxIMnt of 
bond ralt. Howewx, dK 
Port T w t  have put in a N o d  . . . . . . . . . . b i l b ~ a r , U P t & c m r h C  
subicd of ktffcrn 
the Customs Horuc & the Port 

2,gor.p 1,179.17 593'27 Truat AorPloriries. 

16 8,549-88 . 1,952 00 7.b *Codsutcd  gaodr are s tordm 
the A@mtB' own rr t h k  
was ao Port mst shed. - - F" -- 



APPENDIX VIlI 
Action taken on Para 82 of the Report of the Pu'blic Accountr 

Committee (1064-65) Twenty-Eighth Report (Third Lok Sabha) 
MINISTRY OF FINANCE 

R e c o m e t i o n  of the Committee 

82. The PAC. (1962-63) had expressed their concern that the 
differences between the Customs Department and the Bombay Port 
Trust had remained vnresolved for a period of more than 11 years. 
They had hoped that the Ministries d Finance and Transport would 
smoothen their difWences in a spirit of co-operation and arrive at 
agreed arrangements without any further delay. The Cummittee 
haw been informed that an agreed fonnula has since been worked 
out by mutual discussion. n e y  would like to be infonned about (i) 
the details of the agreed formula, (ii) the position regardug its 
acceptance by the Ministry of Tra~port  (to whom it is stated, it has 
been sent for acceptance), and (5) the early implementation of the 
agreed arrangements. 

Action taken by t b  Government 

2. The dispute bphveen the Bombay Port Trust and the Customs 
H o m  Bombay as to the allocation of the prrmeds of sale of aban- 
doned and confiscated goods was finah settled at an interdepart- 
mental meeting held on 10th Xlay 1965. The following formuls was 
arrived at at that r n ~ c t i r , ~  a5 rc:3rd.~ the scttlemcnt of the nutptand- 
ing cases 

( a )  As r e g c - d .  nirurrdoned gwd.~ sold by P w t  AuthmitiCdl: The 
sale proceeds w1l1 %e allmted according to the following priorities. - 

( i j )  Generai average and ship owner's ltcn for freight, If any; 

I I V I  Port Trust dues including landing and rcmwal cher~;cs, 
wharfage, rrver durn and h u r r a g e  (at dnglct and not 
penat rattali) lirnitrd to a period of lour mnthrr from the 
date !anding of grids 



(v) I.T.C. Ana and penalty, if any. 
(vi) Balance of port trust ohargeo. 
(vii) Surplus, if any, to vest in the Port Trust or to be paid to 

the owner as the case may be. 
3. It appears that under the Bombay Port Trust Act item No. (ii) 

has been given the first priority. Thert~ is no objection td items 
No. (i) and (if) exchanging positions until the Act, so far as Bombay 
is concerned, is amended by the Ministry of Transport. 

( b )  With regard to confiscated goods which had not been taken 
over by the Customs and were sold b!, the Port Trust authorities the  
allocation would be as follort?~: - 

( i )  Expenses of sale. 

( i i )  Customs Duty 

(iii) Port Trust dues including landing and removal charges 
and wharfage, river dues and demurrage (at single and 
not penal rates) llrnited to a period of four months from 
thc date of landing of goods. 

(iv) Surplus, if  anv, to Customs. 

(c) Wtth wgard  to mnjitcated goods sold by the Ctutotns Deparr- 
ent, thv nlloc~ntron mat1 be In the folloruing mder:- 

(ii) Customs duty. 
(iii) Port Commissioner's landing charges (including wharfav, 

river dues, double mmcn-all at a single rate and not penal 
rate limited to n m o d  of four months Psom the date of 
landing of good& 

(hr) Surplus, if any. to Customs 

4. Arising nut of this. the general arrangements in this regard f- 
the future wcrc also discussed. Since, hmvever, some time would 
clam b c f r l r r x  tht. decision for the future can be cammunieated to the 
cc~nccrtrrul authorities and implcmmted b?. them it was decided that 
thc ebow amrt~g~mcnts m y  conveniently apply to 311 sa le  up!o 
30th June, 1%. 

5, 1% was also decid~d that with effect from 1st July, 1965 the 
podtlon should be ns fnl!rmws.-- 

It ia  gmcrl ly  thc pmctirrb cvrn IIOW for conkated goads to be 
m o v e d  to a qwferl tc?~rehr\wr afInttRd to t lw Custnrns Department 



for storing conAecated goods, wb- urch dl~tmeooO b bQen d. 
Where such allotment has not been made the concerned Port nYst 
Autl~orities should take early steps to pwvlde such an arrangement. 
The Cwtoms authw,ritjes should Srsmul-y take slbapa bo remom 
conheated goods to such gncricJ cwalkated ga& w a r e h o ~  as sWn 
as possible and in any case within a week of the contlscatioa, espe 
cially im the awe of goods oonftseated absolutely. Step should aloo 
b takem to ape& up edjucfication pvoceedings to ensure that as far as 
p o s d b  cdscation. it indicated, is ordered within four months of 
the landing d tk goods. 

( a )  The sale proceeds should be allocaZed according to t k  pki2h 
indicated below: - 

(i)  Expenses of sale. 

(if) General average and ship owner's lien for freight, if any. 

(iii) Customs Duty. 

(iv) Port Trust dues indwhg laa- snd remrrval charga 
and wharfage, river dues and demurrage (at dn&e and 
not penal rates) limited to a period of Pour month fman 
the date of landing of goads. 

( v )  I.T.C. fine and penalty, if any. 

the owner as the case may h 

(b)  Conjisaated goods. 

(i) Expen= of d e .  

(ii) Cuartoms duty. 
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6. The Ministry of Transport have accepted these decisions and 
instructiolls have .been W e d  by them to the Port Trust authoritim 
for implementing the above dedsiona 

7. This note has been seen and concurred in by the Ministry of 
Trasq#tt 

F. No. 18/3/66-C~~. VI. 
(Sd.) T. C. SETh, 

Joint Secretary,. 



APPENDIX IX 

Statement Showing the Point Ariging out of Audit Report (Civil) on 
Revenue Receipts, 1967, on which Additional Information is required 

and action taken thereon. 

MINISTRY OF FINANCE 

Additional Information required by the Committee 

40. Page 16-Page 8: Receipts from Cr~stoms Revenue. 

"(a) Of the total revenue of Rs. 538.97 crores how much was 
reabed from (i)  Government Departments (Central as 
well as State), ( i i )  Statutorv Corporations, (hi)  Govern- 
men t Companies. and (iv) 'private ParEies. 

(b) The amount of refunds and drawbacks paid during the 
last five years are as under:- - ----. 

In crores of Rs. 

- 
( i )  What is the increase in the vear 1965-66 primarily due 

to? ? ' - ' l v P J q  

W) Out of the sum of F~s .  15.V crores how much was paid as 
drawback alone? 

(c) UTiiat is the value of total exports during the year 1965-66? 
Out of this, what is the value of exports on whkh draw- 
back w a s  granted under Section 75 Customs Act, 19629 

(d) What are the commoclsties on the export of which a draw- 
back exceeding Rgi. 5 l s k h ~  h ~ s  been paid during the yeat 
1985-66". 



Reply: 
8 (a) The break-up of the total amount of revenue of Rs. 588.97 

crores is as follows:- 

(Rs. in croresj 

(9 Government Departments (Centrd as well as State) . 65.14 

( i i )  Statutory Corpclf:lt irms 3 
and I . 167.5?* 

(ii13 Government Companies J 
[iv) Private parties . 322.03 --- 

Gross Revenue - 554'74 

Deduct Refunds and Ihwbacks . 1 5 ' - 7  

Total Kct Revenue . . 538.97 
- - - 

*Separate figures for Statutory Corporations and Government 
Companies are not available. 

8 (b) (i) The increase is only under refunds and there it is due 
to ratm of impart duty having gone up. On account of 
the incrchase in rates of import duties, the revenue re- 
ceipts in 1%:566 had increased to Rs 555 - crores as corn- 
pared to Rs. 411/- crores during the preceding year. The 
perccntagc of refunds to receipts was 1.61 % in 1965-66 
as compared to 1.52'; in the preceding year. 

8(b) (ii) Out of the  sum of Rs. 15.77 cram, the amount of 
drawback paid during the year 1965-66 was Rs. 6.81 
crores. 

8(c) The value of ExportOs for the year 1965-66 came to 
Rs. 805 56 crores plus Rs. 3.99 crores Re-E-xports. making 
a to td  of Rs. 309.55 cmres. Out of these. the value of 
exports under claim for drawbnrk during 196566 was 
Rs. 58 69 crores. 

8(d) Commodities on the export of which drawback e x d n g  
RR. 5 hkhs  was paid during the year 196WM are- 

Art silk fabrics and yarn. Cinumn Alms, Chemicals d 
Pharmaceuticals, Paper products, E3fctric fans. Plastic 
g o d s .  Mild Steel products, Staple flbw yarn & fabrics, 
Footwear, Rubber products, Articles made of Stainless 



Steel, Cycles and cycle parts, Gunny bags, Artich 
made of Brass, Tea Chests, Cast iron products, Poly- 

then+IinM juk   bag^ and I&or Pewole partr, 

The above includes items on which Customs as well as C m t d  
Excise duties collected on materials used in the manufacture of the 
articles am paid as drawback on export. 

Joint Secretary to the Government of India; 
F. NO. 2! 1 2167-CUS (TU) . 



Additional information required by PAC. on list of points receivad 
under Lok Sabha Secretariat O.M. No. 15/1/67-PAC W e d  the 8th 

January, 1968. 

Audit RqK)rt (Civil) on Revenue Receipts, 1967, Para 8. 

( i )  The net realization in exports during 1I)66-86 is Rs. 809.55 
crores. It is mentioned that the drawback paid during 
196656 is Rs. 6.81 crotes and that there has been no in- 
crease on account of drawback from the flgure for the 
year 1 964-65. 

(a) Does this mean that the drawback paid in 1 W 8 5  was 
Rs. 6.81 crores? 

Dulrlng the year 1064-66 a Ma1  mun of Rs. 7.51 crores was paid aa 
drawback From this it will be seen that in the rear 1963-66, there . 
was no increase (in tact t h ~ e  was decreaw) in the amount of draw- 
back paia as compared to 1M4-68. 

(b) Assuming that the drawback paid in h t h  the yciars were 
of the orcitar of R s  6.81 crorcs, what w x c  the factors that 
contributed to the payment of a higher sum as drawback 
in  1965-64. whcn t h t b  exjmrts had actvlallv conye d m  by 
Rs. 23.69 crorr.s rn that year? 

Thc ascurnption is not corrtvt in view of reply to (a) above. 

(i i)  It has h e n  mentioned that tihe value of exports during 
1965-66 on which a drawback of Rs. 6.81 crores has been 
paid was Rs.  58.69 crores. Besides drawback, what other 
incen ti yes (including cash subsidy) have been provided 
tor the cxpart of these commoditim? 

It nlav be pointed out that drawbacks ate not incentives, bub 
refund of duties levied on materials used in the manuPacture of 
goods caxpartcd. Rowrver, during the pear lW"kS-66 incenthas wem 
provided in thc form nf import entitlement, Cash adstance and MWI 
cessfond railway fmight w shown in the annexurn T. In the cam 
of export p d u c t , ~  madc out of iron and steel there was a prowisinn 



for supply of indigenorus iron and steel upto the extent of re@d&- 
ment at  special con;ceereioaal prices (appmimatdy equiWlBnt to 
international prices). Inaport entitlements were also granted in part 
to make available the imported raw materials requfred in the produ* 
tion of exports but certain additional quantities of imparted raw mat6 
rials were also generally allowed under t h w  *em- for use by 
the importer for his own production for the home market or for trans- 
fer to other manufacturers subject to rules in this behalf. 

Certain direct tax concessions were also available against ex- 
performsnce as shown in annexure 'IT. Thew rebates were intended 
to give some edge to sale in export markets instead of the home mar- 
ket and were of minor quantitative significance. 

(iii) Are the Fkvenue Deparbnent of any other Ministry of 
the Government of India keeping any m r d  which could 
show the financial e*t of all these concessions? If 
so, what is total concession obtained per unit of expod 
in the case of the -ties on which a drawtback of 
over 5 lakhs has been paid? 

The Ivlinistry of Commerce kept under periodical rev3ew export 
performance in all commodities eligible for various forms of -st- 
ance, and the concessions were a d j a  fmn time to time in the 1@t 
of emerging circumstances like fluctuation in intema tional prices, 
changes in marketing conditions abroad and changes in internal p w  
duction and demand. 

Joinzt Secretary to the Government of India. 

F. No. Miw/6/68-DBK. 



Name of' item Tmpom entitlement as a ihsh  .\ssistantcc Concessional Railway fi-eight 
percmtagc of FOB valuc 

r .  Ansilk fabrics. . . 70% 

2. Cinema film.. . 87c4, fiw black and white 
72 //o for ct)lourcd. 

3-  Chemicals and Pharniaceutids. . 40% to 754<, 

4. Paper product.;. Do. 

5. Electric f h s .  . 40°:, 

6. Plastic g d s  . 10% to 7 5 O ! ,  

7. Mi1J:stecl products. . 4% 

r o. Rubber products. . - 75% 
-- -- - - -- ------ 

ltems 5,12 and 16: A concessional 
railway frdght of 50% of the 
normal rate. 

Item 3 (cxrtdn specified chemi- 
cals only). 

Item 4 (Paper ware and Stationery 
only). 

Items 9,lo and I I (Utensils only). 

Item I 8 (motor cycles, scooters 
and motor vehicle parts only). 

, Eligible for concession of 25% to 
40% of the normal m e ,  depend - 
ing upon the distance. 





No special concession exclusively for commodities for which 
drawbacks are paid, have been provided under the Income-tax &t 
-or any &her Direct Taxes enactment. However, the following conces- 
sions were available with reference to the exports in general during 
1965-66: -- 

( i )  Rebate of income tax to the extent of 10 per cent of the 
tax pertaining to profits attributable to exports (except in 
the case of foreign companies). 

(ij) In the case of a manufacturer of specified commodities 
(other than a foreign company) rebate of income tax on an 
amount equal to 2 per cerrt of the sale proceeds of such 
commodities exported by the manufacturer l&nself or 
sold by him to another person who expwts them. 

(iii) Provision had been in Income-tax Act, for grant of tax 
Credit in respect of certain specified commodities exported 
after February 28, 1965. 

Concessions referred to above were discontinued in respect of 
exports made after 5th June, 1966. 



List of ampt ion  Notifications iswd undcr Rule 8 ( I )  of Cenrral Excise 
Rules, 1944, during 1965-66 & 1966-67 in which rerrospcrive qffecr was givew 

and the reasons therefow. 

S1. No& date of Suhjcct Brief reasons for rctros- 
No. exemption pea iw cflect . 

notification 

r 62'65-CE., Tyes for tractors . 1st Mlrch, 1960. 
dt. 3-4-65 Under long-standing ins- 

rruaians tyres for truc- 
tors were being assessed 
to Central Excise Duty 
a t  a conccssional rate. 
Such assessment having 
been con tended by audir 
authorities to bc imprcrpcr 
particularly after lcvy 
of C ~ n t n l  Excise duty 
on motor vehicles with 
effect fmm 1-3-60 
and since it chime in 
those gi instructions was 
not intmdcci tu bc made 
i t  bccamc ncccssary to 
give [mmspcctive eitect 
to this notification fmn 
the said date. 

2 87i65-CE., t h t o n  Fabrics 
dt. 5-6-65 

28th I;ebruat).,"1965. 
1)ecision to accord rot 

proofed fabrics the 
sane tteatment, as water 
proofed fabrics ' with 
dm from 1-3-65 
m taken by the Gn- 
vtmmcnt of :Indim wbilc 



finalisinp a revision ap- 
plication case. Im- 
plementation of this 
decision waving however 
t:iken some time it 
became necessary to 
give retrospctive effect 
to this notification. 

3 107165-CE., 
dt. 17-7-65. 

J 111'65-(X., 
dt. 24-7-65 

8 r271'6~-CE., 
dt. 28-84> 
( r d  w~rh  

No. 38!66 
dt. 1g3-66) 

(lotton t\vi\r and tllrcad 1 7 - ~ - 1 g 6 4 .  
l ' h ~ \  notification having 

bccn issued by way of 
rect ific?tion of omiesion 
that h;d  raker? plafc 
while making cenarn 
changes on 17-4-64 
ret rn(;pect ~ v c  effect WJS 
of t c c h n i d  nnaturc. 

Cot 1 on I'ilr11 . i I I*. 
This notification was issued 

11) provide statutory 
hitding to exavtivc ins- 
tructims that hed 
hcen issued. 



9 78/65-CE., 
dt. 22-5-65 

ro 79'65-C.E., 
22-5-65 

11 11j'fi:-CE., 
dt. 24-7-65. 

r z  -4'65-CIS.. 
dt. 1-5-65. 

Cotton Fabrics . 28-2-1965. 
Issue of these notificaticn 

Do. was of P regulatory nature 
necessitated by 1965 Bud- 
get changes. Retros- 
pect ive effect from 
28-2-63 had therefore, to 
he given. 

Cotton Fabrics . 24-4-1 962 (Retrospective 
dect was given for the 
same reasons ns stated 
against S. No. j to 7 above). 

Grmt ot' cscniprion (:onsequent on the duty on 
fmm duty in esccss crude copper lcopper 
of Rs. coo '- per :illoys and their manu- 
tcmne trn manufac- fa~rures hewing bcen 
turcs of copper and stepped up from Ks. 300 
copper alloys pro- to Ks. 1000'- per 
duced nut of copper tonne and Rs. 5001- 
or coppcr alloys in tcr Rs. 15001- per tonne 
crude fbrm the coppcr (cumulative) respcctivcly 
cc)r,tentofu.hich had in the 1965 Budgct 
paid or could be changes, it was clarified 
deemed to have paid that crude alloy prduccd 
duty at Rs. 1ooo'- ou to f  partially duty- 
per tonne, retrospcc- paid copper with or 
tircly from 28-2-1965. withour the old scvap 

and zinc should bc trea:cd 
as having discharged the 
duty liability of Rs. 
300 - per tonne only 
and thc shccts, circles 
etc. rolled out of such 
crude should be charged 
to duty crt Rs. 12ool- 
pcr tonne so as to make 
the manufactures b a r  
a cumulativeduty of 
Hs. 1500'- per tonne. 

On r e ~ ~ i p t  of rcpwmta- 
cii~ns from the trade ur- 
ging that this w.as cnu- 
sing hardshipto thc 
manufacturers of &xt 8 
and circles, particularly 
the smrH miling milb 
processing zinc in 

.. -..-... --" - - . -- ^. --1- "- .-- I__ 



admixture with old scrap 
and partially duty-paid 
virgin f c o ~ p e r ,  the 
matter was reexamined 
and ultimately this 
exemption was given from 
28-2-65 i .e. ,  the date 
from which the en- 
hanced xduty became 
effective so as to 
provide relief to the 
small scale manufactu- 
rers producing C O p p  
alloys sheetsicircles out 
of copper alloys in 
crude form on the copper 
content of which i appro- 
priate duty at the fen- 
hanced rate has been paid 
so as to tide ovcr their 
difficulties. 

I 3 r$$'65-C.I',., I'ctroleum I'rcducts 
dt. 2-10-1965 not othcrwiw speci- 

fied Escmption 
from Addl. duty of 
excisc on pctroleuni 
waxes granted rctros- 
pctivcly irom 
1 - ~ - l y 6 5 .  

1.1 64/65-CE., Engine fitted t o  (;i 
dt. 1 7 - + 6 2  tr3ctors of R. H. 

i'cwer 50 & helow 
and ( i i )  trnaors of 
IN3H Power exceed-  din^ 50 used for 
~rgrrculrurul purposes, 
were c ~ m p t e c i  re- 
t rcwpcct~vcl!. Srmn 
23-5-64. 

Additional duty o i  excise 
is levied at the instance 
of the hiinistry of 

Petroleum & Chanic~ls. 
I'ctrolcunl Producm ncx 
wcrc brought within 
its s m p  frtvn 1-5-1965. 
Subsequcntly r b t  
.!!in istry clarified that 
rhis leby WIS not appli- 
cahlc r u  P c t n k u n  
wevcs and hrncc the 
notifiaticw was givcn 
retrwpcct ivr efku-t. 

Prior to 23-5-64 t r m o r  
used for agriixhrd-pur- 
poses \ w e  exempt fiom 
duty. For wailing rhis 
exemption manufnctu- 
trer w.1~ required to 
iurnish i\ certificate of 
q r i ~ r n l t u ~ l  use. .Uso 
sirn~t;uleousl!~ I. (1. 
lirigines wcm exempt 
from duty if 
thcsc were 

CQ 
fitted 



to tractors and ( i i)  
tractors so fitted were 
used for agricultural 
purposes. The in ten- 
tion obviously wus, 
and has always, been, 
to exempt agricultural 
tractors from Motor 
vehiclcs duty and cn- 
ginc duty completely. 
Suhscqucntly it was 
f i ~ J  that tritctors 
o DBHP 50 o r  hclow 
were soley used for 
agricul rural purposccl. 
It was thcrcfiw not 
considered nccc\sirry to 
inclist 011 ;I cr.rriiicurc. ot 
ap;ricultur.~l usc I I I  re$- 
pcct oL' such trmors. 
TIlc cxcmpti,rn for 
:ipricultur:il tractors was 
thercforc nitdificd as 
follo~vs T ~ J P  Notifim- 
tion I .  I 13 64-C.E. 
&tcJ 23-5-64. 



Thc modification was 
actually carried cut on 
29-8-64 vide not ifica- 
tion So. I 42,'64-C.E. 
Toavoid the anorna- 
lous position between 
23-5-64 and 29-8-64 the 
exemption Xo. 142/64- 
C. E., dated 29-8-64 
was given rctrwspective 
effect w.e.f. 23-5-64. 
by the said notification. 



the Governrncnt t o .  
grant relief to paints etc., 
in the manufacture of 
which artifickl and 
synthetic resins were 
used, in respect of the 
special duty of excise 
also paid on such resins 
for the period beginning 
28-2-65 to 23-9-65 
with effect from which 
date notification No. 
26&5 dated 28-2-65 was 
also rescinded, through 
issue of notification No. 
I 54165-C.E., dated 
23-9-65. 

i 
16 rg7Q-C.E, I'aintc and \'arnishes. Since thc inception o 

dt. 18-12-65 Centml Ex~ise  duty 
paints and varnishes in 
1955, it  was the intention 
of thc Government to 
grant concessions t o  
small scaic rnwuficturers 
w h k k  was given cff'ect 
ro through excmpt ion 
notifications. In I+, 
when the metric system 
was introduced, rhese con- 
cessions wcrc rtnotificd 
under notificaticm . No. 
137/60.C.E., dt. 1-10-1960 
I t  was noticed l a w  on 
that thc intention of the 
Government was not 
correctly brought out in 
the said notifications, us 
according to the strict 
legiil inrerprctntlon of' the 
said notification, con- 
cessions wcre wailahlc only 
to :I manuf~~merer  who 
prtrduccd water paints 
itlone or  oil pains alone 
and not t o  such] o manu- 
fmurcr  who manufnctu- 
red both water p~ints  wp 
well as oil paints. S i n a ,  
it was never the intention 



17. 170!65-C.E., Sulphuric acid regcnr- 
dt. 23-10-65 rdtcd from dilute 

sulphuric acid. 

I .  I 18 '616-CE 7 Crude copper copper 
dt. 16--4% l a l l o y  and manutic- 

) turcs thcrcof Grant 
2. 1 I . .  J of exm~ption fron~ 

dt. 16-7-66 duty retrnspctivcly. 

of the Government not 
to allow the concessions. 
in question to a manu- 
facturer who produced 
borh oil  paints and water 
paints, an amendment to  
the notification in ques- 
tion war issued as noti- 
fication No. I 97#65-C.E., 
dated r 8-12-1965. With 
a view to mitigate the 
hardship to the genuine 
cases, retrospective effect 
was given to the arnend- 
ment in quest ion. 

This notification merely 
rcgularised cxecut ive ins- 
tructions issued in our letter 
I:. KO. 6'28 62-CSVII 
cit. 9-10-1962. 

Ckntral EXCIW Jut! on 
manuf'iicrurc\. r c sheets 
and circle eti  of 
cwppc.r rmJ copper 
alloys \\ LS 1ni i .od  with 
effect from 1-3-61 @ 
K4 3w - metric 
tonne9 Cuppcr a113 cop- 
per alloy\ in my 
crude form UL'I.C also 
sut>lec-tcrl t Jut! a t  
HS ICX? - p r  tonne with 
cffcct lion1 24-44?.  
1 '  I Jouhle ins- 
ilcncc of duty. sheets 
31d C I K U I C ~  cw of c u p p r  
,ind myper ullqs pro- 
ctuc~d out 01' cfut!-paid 
copper t'r coppry dlc>ys 
were cxcmpted frm 
duty in excess of &. 
200 - per tonne. W'ith 
effect from I -363, duty 
on copper and mpper 
nlloys in crude form w w  







C.E.. dated 16-7-66 was 
given ttrrosycct k c  effect 
from 24-4-62. . 

3. rp/66-C.E.. Organic Surface-Ac- As a result of 1966 Rudper 
dt. 5-1 I -66 tive Agents and Pre- changes, Organic Surface 

parntions-Exemption Active Apnts  and pre- 
from duty on Turkey pnrations were subjected 
Red Oil--Grant of to Central Excise duty 
retrospective effect to. by introduction of a 

new itcm (No. I ~ A A )  
in the (kntral Excise 
Tariff. Iatcr 10 provide 
relief to the manufacturers 
of Turkc!. Red Oil (co- 
\.end by this new itcm), 

11 1-0 rrosrly operate on u 
cot'age-industry scale, 
cxemphn from duty wzs 
grante,; on 'I'urkey Rctf 
Oil c d t  No~ification No. 
I or ' 6 6 4  E . dated 
1y3-66. Houtvcr, on 

f u n k r  conridrration 
panicualarly the Gov- 
ernment's intcntion not 
to impose any Jut? on such 
a product, tbe said excm- 
ption notification W:*S made 
effca.ve from a rcrrrspcc- 
tivc date, E?'Z.. 1-3-66. 
the d a e  from which rhc 
duty was introduccil t.\. 
issue of mending mti- 
ficatnnKo. 172,'6M:F. 
datcd 5-1 1-66. 

4. I 79.66-C.E.') ' Lubricating Oil\ and 
dt. 19-11-66 Grcaws manufacru- 

red (rut of base mi- 
5 .  r%'cibC.Ii., n m !  oil< having 

Jt, 19-11-66 paid the rrppmpriatc 
lrnnt.int ot duty- 
Exemption from duty 
granted retrmwcti v- 
ciy f rllm 2 r -(i- I c f i .  

The Minkrn. ( t f  Pctrolct m 
& Chemicn's hnd :tu- 
ttorised thc Oil Ckm- 
panin to Incrracc thc 
b . t c  sellinp pncc of 
their lubrx W ~ Q  and 
greasa f r a n  I -7-66 on 
account of the ,ncrcoM 
;rq ii w tilt nl & v & , t a ~ r n  
in rhc cast of imptncd 
baw m i n d  oils  USE^ - 



in the manufacture of 
these products andlor 
increase in the import cost 
of fin'st.ed products. 
Since the same prking 
arrangements also apply 
to lubricants and greases 
produced frwn indigenous 
crude oil. tbat Min'stry 
had rcct~mmendcd for 
enhancrment of t t c r a*es 
of additirnal exc'se duty 
i n  respect of stxh lubri- 
cann and grcaScs, the 
k d t  thus resulting 
being r n o ~ p t l  up h~ 
Government. According- 
ly, the enhanced effective 
rates of ajdit:c.nal duty 
wcre precr;bed for I r  bri- 
cating oils and grrmes 
produccd wholly or partly 
f rtm intiiiipeno1.s crude 
oi l  or its intermehates 
td t  Notifiat ion No. 
148 66-C.E., datrd zr-g6Ci 
giving effect from the date 
of i t <  issue. S;ml.ltan- 
e c ~ l * l v .  in respect of 
lubri&tinQ oik;pases 
manufacm red out of duty 
piid hase m'neral oils. 
rxcrrption f rc-m additi(m-4 
duty ot cxck- granted 
to avo'd Joubie incidrne 
of duty undcr Not;fica- 
tion.. No. I Cr 6 C . E .  
dated 21-o-66. Later on 

"P" cntatimw from mix 
o' ccmpiies  2nd qxvdl 
wnlc units which wcrc 
obwin;ng p r t  of their 
supplies of h e  mineral 
oils far the rnanufwturc 
of luhric~t~ng oils pnd 
grraws f n m  Alpran Oil 
Co. at the :ncrcscJ ccr;t 
and u t  the inrtpnce of the 
hl;nistry of P. h C., t p ~  



G 202.66-C.E.. Dtsel oil, nor other- 
dt. r 9-12-66. wise specified-of 

\pccial specificarions 
produced in the State 
of *4sssm-P~rtial 
exanption from Ccn- 
tral Excisc dutie5 
(Ba5ic & Additionalj 
pranted retrtspccrive- 
1\: from I -  12-66. 

effective rates of addi- 
tional duty Here revised 
tor indigenous ha!e 
mineral oils intended for 
usc in the m,m~!facture of 
luhricnting o:lsJgease and 
also for 1ubr;catin.g oils/ 
pre: se.; produced wholl! 
frcqn indigenouc cfthk 
oil or its ad1 ivativc. 
with effect from 21-9-66 
;.nd a&muage:ou\ p:Gn W- 
cruing 10 A.O.C. on ?kc 
qale of indigenous haw 
oils at tt-c increased rate5 
was 7 0  hC rroppd up h\ 
Governjnent In cfln$th- 
quince thereof t h e  a f ~  r i -  
said t . s ~ p ' v ~ n  I I ~  t i f i u -  
tinn No. 1801'66-C.E.. 
tlsted 19-1 1-66 and ano- 
I ber cxcrrption notifica- 
tion Nn. I 7c)/Ci6-C.E., 
dated I 9- r J -66 w::. issued 
Fving it retmspecti~e 
effect from 21 -9-66. 

Dl e 10 the uax! nature of 
Nakorkmiya crude bcinp 
prowed by the pvblrc 
wctw refincry at Gauhari 
i t  heccmes difficult for 
the refinery t o  produce 
Furnace Oil ccmforming 
to the statutory :pecific&- 
tic n 'I r Furnace Oil 
, . 1 ,. Nos. 1 0  of 
tkc C.E. 'i'ariff or even 
relaxed specifications pres- 
cribed in Notrfiwion 
No. 1 4 l i ~  E., dared 
17-9-66 for Pssesrment 
of any mineral oil pm- 
duccd in the States of 

and B;hw as 
'Funrare Oil'. Its pro- 



dut t in fact cwrcspcm- 
ded t o  the ~pecificatinns 
laid down for Diesel oil, 
n.o.+. ; hut a\ i t  ua. rot 
normallv ~lseablc a% such 
d w  to the high carbon 
content and was actually 
markettcd a. Furnace Oil. 
we Fad becn allnwinp 
furrtcr relaxation in tl-e 
mpttcr of hituminnt s 
ivh. trncc c-cmrnt (lot\- 
c r ; n ~  the mlnirnilm limit 
of hiturrincw whstan- 
ce ccwterrt film 2O; 
o r  more to more than 
T . - c *  . 171 \\eight I for 
the \linter month5 only 
renerall! from De- 
ccmbev to  e n ~ l  of Feb- 
ruary in r e s p a  of the 
prrduc-t in quotion and 
L-hdreinp Jut\- .it the 
rates npplic~hlc to 
Furnance O i l  k r e t - t ~ ~ .  
1 s t  u inter t t w  relima- 
tinn u a s  ~I!or\ r3 f i ~ r  tke 
State of Asmn. whcrc 
the Gauhati rcfinrn is 
I t~atel l .  unticr notifica- 
tion No -702 664' E , 
Jared rq-~-.-Mi for the 
ycricrl from 1 s t  De- 
cemher. 1 ~ 6 6  to 28th Feh- 
ruary. rb- (both d a y  
inclusive' to qualify 
the yroduct for ~s$css- 
mcnt to basic - Addi- 
tional duties of excise 
st the Furnrcc OiI rate. 

nxcise duty on mnnufec- 
turcs of copycrr pr C! cvppm 
; I l s  ' I F .  in rcrd m 
r-3-61 and cm its crude 
fom~ on 21-4-62. Si- 
multanmudy to avoid 
double incidence of 
du?. manufamum rol- 



led out of duty-paid 
crude werc required to 
pay only the differential 
duty i . r  . , the difference 
between the manufac- 
ture and crude stage 
of duty. T o  qualify for 
this concession manu- 
faaurcrs of Sheets 
etc. had to produce 
proof of payment of 
duty at thc crude cti,pe. 
As, however. wch 
manufacturers in the 
small-scale sector de- 
pended wholly for the 
raw material on the 
stocks availahlc in the 
open markct, t h q  
could not actually avail 
of this ccmxssion of 
wt-c.f?' This gave rise 
to a genuine grievance on 
thrir p m  rw-a-rvs hi$ 
manufacturers who got 
supplies of raw material 
.'ircct from importers or 
the only Copper U'mks 
st Ghmiln In nrder 
t o  relieve th-m of this 
har~ighip and in  c o d -  
Aeration of thc f x t  
that copper is a scare  me- 
tal m J  after wrifica- 
tion of the fan that 
thcrc was little like- 
IihtwKf of non-duty paid 
crude metal heinp avail- 
ahlc in thc marker, ini- 
tially five months aRa 
the impi t ion  of 
duty on crude d, 
ayrpcr ad q ~ p p ~ r  albys 
in rrucit form available 
ia thc market were ma- 
d, hy i m ~  d qteccrtivc 
lol.da;s, to haw dis- 
p Y . a " ' d c  tebility. A NI. 4- 
@r decision wm 
taken a year after thc 



10 rog,'M-CE , T h e  wonis " sub item 
+t. 17-1 2-66. (tlof" were omitzed 

from notifimtion 
No. 142 '64- C.E.. 
dt. 29-8-64 rctrcs- 
pcctively . 

crudc stwe duty ww 
v o p p d  u~ from Rs roo-co 
tn Rs. m ' c o  
p-r metric tonne wirh 
cffcct f ~ o m  I -3-1963 acd 
cxecutive ordcrs were 
iwued in this cnnnectim. 
The last en? a r ~ m e n t  
in thc crude stage duty 
was affected on 20-8-55. 
For the reasons n 
plained above. a p i n  it  
wm decided that copper 
and copper alloys in 
crude form available 
in ~ h c  open market 
should tle d m c d  t o  
bnve discharged the 
crude stage duty liabiiiry 
of Rs. 1pO.m per 
rnrtric tonne wirh effect 
from 20-866, i c. 
:. vmr  pfter tke d u ~  was 
ctrpre.1 up. To giye 
effect to this deciwn ths 
time. the rurenc'iry no- 
tifications in qutstion 
were isucd 2nd the 
c n n m ~ i o ~  contair'.c"i the- 
rcin made c f k t  ive 
from 20-866. 

Initislly it was thought that 
only I. C Enpinca 
specially Jcsiped 8s 
prime movers could he 
uccd in tractors end 
thcrcforc only engines 
f.dling u d e r  cub-iten ( i )  
of item 29 of Ccntrd 
Exciv Tariff were 
exempted from duty 
when fined to tractors. 
However, it came to  
light subsequently that 
staticmery engines by 
addition of p r  box, 
clutch etc. should also 
bc adaptcd fw w in a 



. tiller. Since it was 
never the intention to 
burden the ~pricultutal 
trxtorq with such en pine 
duty the words " sub- 
i t m  (i) of " were omit- 
ted retrospectively. 

r r 1ogj66-C.E , P ~ t s  and Varnishes Under notification Ne 
Jt 2-7&. 13760-C.C , dated 

I -10- 1960, slab cxcmp 
tions havc been con- 
fmcd  on the mmu- 
f~ctuters of paints and 
varnishes. A amvcrsion 
formula wns also pres- 
cribed for worki:~g out 
the cnn~wsicms in rcq-cct 
of ready mixed p:lints 
ibid under notificrtion 
No. 246.1-C E., dated 
I-3-1gCi4. Thc mde 
rcprewntcd that the con- 
version formula in qucs- 
tion acted harshly in the 
cases where anv lead 
c a m p c u d  other th'm red 
lead or white lead 8 was 
used ns a pi-went in the 
paint. The matter was 
examined in detail in 
msult3tion with the D. 
G.TD., and the Chief 
chcmin. etc. It wan dc- 
cidcd to m o d e  the 
farmula to as i t  miss at 
p m t .  Since the con- 
cessions were avrrila ble or! 
finandal year basis, it was 
considered necessary to. 
pive rcvospcaive effclr to1 
the amendment with cffccr 
from I -4-1966 to enable 
the cornputatinn of cnn- 
ccmimal qumtitics for 
196667 at one rare only. 
Hd it nat been donc 60, 
It wautd haw rrea#d 
administrative ~ c u l t i c r  
ln arriving at the cc#rcar- 
dwrr fw whtch rhr v t t w  



manufacturers were eligi- 
blc. 

12 123166-C.E., Paints and Varnishes . Tn I*. under notification 
dt. 30-766. No. r376o-C.E., dated 

I - r o- I 960, slab exemptions 
were granted in respect 
of n i t r ~ l l u l ~  lacquers, 
clear and pigmented falling 
under item No. rrq-111 
ofthe Central Excise Tariff. 
The said item war revised 
uqdcr the Finance A a  
(No 2 )  r+z Through 
executive instructions it 
waq made clear at that 
time that thnugh nitrace- 
Ildmr ancillarics in li- 
quid form had hem equa- 
ted with ni troctt lul~  
lacquers they were nm 
clieihle for a scf"ate 
exemption u n k  the wid 
nmific;ttion. The total 
qumtity including nino- 
mllulnse ancillariet in 
liquid fwrn H ~ C  to he takm 
into o m n t  for calcula- 
ting slab exemptims Ry 
issuing ro~ificarion No. 
r2a'M-C.E., dated the 
30th July, I*. legal 
backing has brm given to 
tke instructions in qws- 
tim with mmspcctive 
effect. 

13 1!67-CE., Opticel Rlcechiryr The mmnivc i- 
dt. 7-1-67 Amn iwd under lmtr No. 

R-2 166-CX-I d d  
the ryh  June, 1966 were 
not d m e d  clearly in 
nntifmtion No. ~mm- 
C.F.. d a d  the r ~ h  June, 
1 9 6 6 ;  therefart the need 
8mfie to amend the nod- 
Bation in qutatioa. 
In the cirmm- no- 
O e S s P r y u n c n Q M m v r s  



issued and retrospective 
effect waq given to the 
amending notification. 

14 2 167-C.E., Optical Bleaching Optical bleaching Agents 
dt. 7.1.67 Agents. (item No. 14 DD of the 
issued under Central Excise Tar i f )  
mle was brought undcr ex- 

cise control with &cct 
from I 3 It wns held 
that mere re-packing of 
the goods in smaller packs 
did not mount  to ma- 
nufacture, but where 
the geods werc furthre 
processed bcforc er- 
packing, processed 
gwds wcrc again 
liable to duty. The 
levy of duty on processed 
goods amounts to 
double taxation. T o  
avoid doublc tnxarion, 
set off of the duty al- 
ready paid on the un- 
processed ~O~K!C'F  was 
allowed against 1kc cJuty 
chargeable on the final- 
ly- prtn'ssed gwds 
which was donc through 
the notification in quest- 
ion. T o  cover the pa%t 
am, in equity the said 
notification WE* made 
etfmivc from 1.3.66 
itself. 

15 62166-C.E., Paints and Varnishes- Thin notification exempts, 
dt. a..# Printing Pasrts. mra~pcctivcly from 

I .3.1955, printinp past? 
made from duty prtd 
titanium dinxidc or 
zinc-oxidc and us& 
within thc funnry of 
production in thc print- 
ing-of a t o n  nrxtila. 
A 1~prvate note furni- 
shing m far 



spective cffca in respect 
of this notification will 
be submittcd as early as 
possible since the rele- 
vant file is not readily 
available. 



APPENDIX XU 
AUDIT REPQRT (CAUL) ON REVENUE RECEIPTS, 1967 

Additional iiafomation desired by P.A.C. 

Pam 25 
(I) A note covering the existing arrangemenb 

(a) for internal audit in the Collectorates (both at Head- 
quarters and Local Audit) and 

@) regarding the machinery to ensure uniformity of admi- 
nistration of the levy in Merent  Co1:ectorates may be 
hunished. 

(II) The performance of Internal Audit Organidion durfng 
1-7 may be stated under the following heads: 

(1) Number of Collecbrates. 
(2) Number of Chief Accounts OfRcer/Asstt. Chief Accounta 

CMlcer conducting the check of a smment  documents at 
Collectorates. 

(3) Number of internal (local) Audit parties. 

(4) Number and amount of objections raised by (2) above. 

(5) Number and amount of objections raised by (3) above. 

(I) The desired information is enclosed (Amemre A). 
(II) The desired information is enclosed (Annexwe B). 

[Approved by Joint SecretarJ.] 



ANNEXURE 'A' 
.(a) In view af the ~ x p a n d ~ n g  nature of the Central Ex& Tariff, 

as well as to ensure that there is effective unit of revenue accounts 
,to detect the loopholes causing leakage of revenue through pme- 
. dua l  defects in the matter of assessment, collecticm or accounting 
the Department of Revenue have set up two types of audit machi- 
neries at  dderen t  stages, within the Central Excise Organisation 
'These are:- 

(i)  Audit by C.A.OJAC.A.0. attached to the Collectorate 
OfBce. 

(ii) Audit by the A.C. (Audit) of the Central Excise Coliech 
rate. 

The scope and functioning of the (i) and (ii) types of audit an, 
discussed below: - 

(i) Audit by C.A.O./A.C.AO. attached to the Collectorate 
m c e .  

The essential function of this audit is to ensure, by cornpanng the 
copies of revenue records received from the lower formations witb 
the documents received directly from the Treasury OeBcers, thst tbe 
wwnue  assessed by the lower formations has actually been credited 
into the Govt. Accounts. Some of the other functions of this audit 
are: (i)  to ensure arithmetical accuracy of assessment on the basis 
of infarmation available on the assessment documents, and (ii) to 
watch the recovery of arrears of revenue. I t  is also the function of 
this Branch to post-audit all claims relating to refunds of revenue. 
Thep also maintain records of revenue realised amfiling to Range, 
Circle, Division and Collectorate as well as for different t m w ~ r i e s .  
The differences between the depevtmmtal revenue figures and the 
treasury figurea are also reconciled. 

In relation to checks of assessment documents, the CAO./ 
A.C.AO. is required to check the accuracy, both in regard to amount 
#and rate of duty, basic as well as additional, of all (or such lower 
proportion as the Collector may prescribe) assessment orders and 
.conmunicate to the Circle OfRcer and the Divisional Officer concem- 
~d before the end of the following month all mistakes detected dur- 
ing the mume of this audit. The h a 1  action taken by the Circle 
.OIBcer on such objections is required to be communicated to the 
.CA.O./A.C.A.O. within a fortnight of receipt of su& objcetion with 
r copy to the Divisional oiXicer so that the latter may satisfy himself 
that the action token is correct. The CA.O.IhCA.0. malntofn prt!t+ 
&bsa objection boob for the purpose of watchlng the diqomk d 

I45 . . - : -7q 



146 
uhjectioan  he statistics pertaiqing ta t& qupntum oi personne~ 
and regarding the number of Audit objections raised may kindly be 
seen in Annexure 'B'. 

(ii) In view of the existence of a number of instances of defetive 
functioning in our Audit system, the P.A.C. had strongIy recommcnd- 
ed re-organisation of the Internal Audit system in the Central Excise 
Department. In order to rectify the defects, a detailed scheme, 
was worked out, ior the establishment of a Directorate of Revenue 
Audit. The scheme was accepted in principle by the G v t .  and funds 
were also made available in the Finance Bill of 1965, but due to erne* 
gency and the need for economy, however. the scheme was not put 
into effect. Nevertheless, it was decided to strengthen the Audit 
by merging the Regional Audit Parties with those of Examiner of 
Accounts so as to set up a self contained Audit cell, under a senior 
cfficer of the rank of an Assistant Collector, to function under the 
direct guidance of the Collector at each Collectorate Headquarters. 
Accordingly, a scheme for the resrganisation of audit working, 
taking into ?onsideration the number of rwenue yielding units as 
against the number of office formations, has been introduced w.e.f. 
1-1-67 in all the Collectorates. The essential features of the new set. 
up are: - 

(i) Merger of Regional Parties with Internal Audit Parties; 
(ii) Audit work in each Collectorate has been put under direct 

control of an Assistant Collector; 

(iii) Each Audit party is headed by a Class I1 Gazetted m c e r ;  
(iv) No, of audit parties in oach Collectorate has been increased 

in accordance with the number of formations to be audited, 

The duties assigned to the re-organised Internal Audit are not 
intended to be substituted for similar duties which have been fm- 
posed under various departmental instructions on supervisory oill- 
cers of the executive Wing. The new scheme envisages constitutim 
of a distinct section under thq immedjate supervision and direct 
control of the Aqsistant Collector (Audit). Collectors have been 
directed that the personal of the audit parties should be specially 
selected from amongst experienced and quallfled d c r r r a  who have, 
in addition, a flair far audit work. If pecessary, they may undergo 
training for a pMod of 2 weeks in the C.A.Vs Branch and/or in tho 
zonal Central Exc;re Training School, as the Collector may decide 
in each case, to enable them to study and gather waking kndedgo 
of the various exkbsrable commdticrr as well ~ ~ a r  assimilate the systmw 
of awmmant and tollectjon of revenue. With the injection of exrti 



147 
cutive staff, who have s u E x h t  field experience, into tbe audit p w  
ties, it is hoped that audit wwk will now get a fillrg and become an 
effective instrument for detection of leakage of revenue. Ie er$w - 
to stream-line the functioning a4 the organised audit in the Collec- 
torates, duties of the A.C. (Audit) have been specified. Amonget 
other duties, Assistant Collector (Audit) is now required to visit dl 
units giving an annual revenue of Rs. 25 lacs and above. In additian 
he is reqgired to visit such other factories and warehousing centres 
which are under suspicion of the department. Again, with a v i m  
to ensure proper follow-up of the audit objections raised by the Au- 
dit parties during audit of units/fonnations, staff for manning spe- 
cial 'follow-up' cells has been provided at each Collectorate Hqrs. 
This cell is required to maintain proper records/registers of all ob- 
jections raised and to attend to d l  correspondence uptill the ob- 
jections are finalised. Collectors have been requested to periodi- 
cally review the progress of audit work and themselves attend to 
all important correspondence arising out of audit objections. The 
statistics regarding the number of Audit Parties in each Collectorate, 
and the number of objections raised by these Parties may be seen 
in Annexure 'B'. 

(b)  Machttiery to eawre uniformrty of ndmtnistration of the lery 
in different Collenotates. 

As a tirst step to ensure uniformity of adminlstrat~on of the 
l ew  in different Collectoratcs, all instructions/clarifications issued 
by the Board'Mlnlstry to the Colltctors (which are intended for 
the use of the departrnentrtl officers), are transmitted, immed~a~ely 
on receipt, by the Collector concerned, to the lower formations in 
the form of Instruction, with copies to d l  other Collectors of Central 
Excise as well as to the Board and the Directorate of Inspection. 
Such of the orders which have a direct bearing on the trading com- 
munity are issued by the Collectors in the form of Trade Notices, 
copies of which are similarly endorsed bv the issuinq Collector to 
a11 other Collectors of Central Excise, the Board and the Directorate 
af Inspection. Again, b ensure uniformity of administration of 
the levy, irrqdarities noticed in any formation. during audit, are 
brought to the notice of other units and quarterly bulletins incop 
porating the more important points are issued by the Collectors. 
Caplea of such bulletins are sent to all the other Collectors of Cen- 
tral kist as well as to the Directorate of Inspection. Important 
objections r a M  by the Audit are then brought to the notice of the 
Boud. As a nwmrlt, discrepant practices in the mode of assessments 
and nuuitu oprondi of unscrupulous Ucencees are efiminated a d  

tbe field atad! gets alertad. 



Ln cases, when there are some doubts about the efl8oacy of certain 
procedures, references are made by the ksistant Collector (Techni- 
cal), Assistant Collector (Audit) and a h  by the Cdector to their 
counter-parts in other Collectorates so that a uniform mode d 
assessment is evolved on inter-Collectorates basis. In cases of 
Merence of opinion, the question is referred to the Board for a 
ruling. In this way a close liaison is maintained between Merent 
field f onnations. 

Besides, Study Circle meetings are held periodically at Divisio- 
nal and Collectorate Headquarters offices. Under this scheme, 
current problems are discussed by group of of8eers. The minuter 
.of such meetings are circulated to all Divisional ofRcers in the r 
torate. 



~Iram'ng i h o p r r j m m r c c  of Inrernal Audrr figam~orirm A m i q  1966-67 in different Central EXS~SY Collecrorutes 

3.  No. Name of Cotlet- No. sf Chid N o  of No. of objections Objections raised Remarks 
tmte Accounts Offices: Internal r d i s d  by by the Internal 

A.C A.O's. m- (locsf) cfiO:hChO Audit Parties 
ductinp the audit 
check of assew - parties 
mmt docummts functioning 
at the C~dlecto- in the 
mtc Headquar- <hllec- 

tm tarate 
C A.0JA.C.A 0. No Amount No. .bnnunt 

involved involved 5 
- 

1 2 3 4 5 6 7 8 9 10 
-_I- 

Rs. Rs. 
r .  Delhi . . i 4 19 5.000 586 . . No. of objections under column 
a. d : I 3 28 . 11% . . 5 and 6 are inclusive of pro- 
3. -w I 1 61 5 26 I . . d u r a l  defects pointed by the 
4 m m  I . . 3 6 5,000 592 1,78,m :1~clit flS ~ 4 1  i s  C.A.0.f 
5. Cahtta-Orissa . . . I 6 110 R,OW 638 1,18,170 A.C.A.O. As the nbjmions 
6. Wan k # P l  I 4 352 . .  107 . . ruised by the Internal Au:lit ere 
7. Shil!0ng . I 1 . . . . 309 . , still under correspndcnm. 
8. Madras x r 29 7,100 821 . . figuvs of .hart levics 'un2cr 
9. ~ ~ d c r P d s d  I I 4 68 $a- 1359 . . asse8ments actua11y detected 

10. My~m . I 3 630 . . 265 . . have not been furnished by 
1 I. C&h . . 1 1 . . . . 19 . . some Collectors. 





Audit Report (Cavil) on Revenue Receipts, 1967 

[Additional infannation desired by PAC. vide b k  Sabha Secre 
tariat letter No. 5/1/67-PAC dated 2-91967 J 

PA 28(b)-Under assessment due to wrong Rxation of assessable 
value- 

(i) Was a practice similar to the irregularity mentioned in 
the para in vogue in other Collectorates and in other 
factories in the same collectorat@ and if so t i i  what date 
and what is the consequential loss of revenue? 

( i i )  Does the practice continue in any collectorates even now? 

(iii) Have the Ministry issued any general instructions in thb 
regard? 

(i) Yes. The Collectoratecwise position is given below:- 

Date 
upto 

Nmc of thc ~ h l l c ~ ~ o r d t c  which ('nlnwqurntial i t r s  of revenue 
the 

prartic~ 
was in 

v c > p  

Ks. 

The parctice was in vogue in Aflahabad Collectorate rlso till 
OMobrsr, 1967 but assessments had been made provisionally and 
the differential duty is now being reawered. Only one small fat- 
tory L Invoind in this Collectorate. 



In the remaining collectorates either the parctice of clearing. 
medicines in strip packings was not in vogue or larger packs con- 
taining within themselves smaller labelled saleable units were not 
assessed on the basis of declared consumer price for the larger pack 

(ii) No. 

(iii) Yes. The Board issued instructions on 5th March, 1965 
ride F. No. 24/62/64-CXI dated 5-3-65. The trade, however, did not 
react favourably to the said instructions. The question of the man- 
ner of assessment of large and small (wholesale and retail) packs ia, 
bowever, already under consideration separately in consultation 
with the D N ~ S  Controller (I) Ministry of Health and Ministry of 
Petroleum and Chemicals. 

(Approved by Joint Secretary) 
(F. NO. 36/25/66-CX-I) 



APPENDIX XIV 

Points bn which jurther infotmation was desired by the Publh 
Accounts Committee at theit sittings on 15th, 16th, 20th and 21&, 
December, 1967 for consideration of Audit Report (Civil) on Reve- 
nue ReceipkP, 1967. 

Para 33(d) 

"What are the other special type of fabrics which consume 
more yarn than ordinary fabrics"? 

It has been reported by the Colle,:tors of Central Excise that 
apart from Turkish towel and spindle tape type of fabrics, and those 
fabrics which are classifiable as "not otherwise specified" category 
of fabrics, the follcwing types generally consume more cotton yam 
than ordinary cotton fabrics:- 

( i )  N~war-tape/cmdle wick, 
(4) Bobby-weave fabrics, 

(iii) Flannel, 
(iv) Cotton blankets, 
(v) Canvas type fabrics, and 
(vi) curtain clotb. 



S u m a r y  of main conclusions/recommen&tions 

S1 Para No. of Mi: l i m y  Dep.trtinc:it 
Na Report. m.~~xxwd 

I .  I 16 I'i::3: ce The Committee are not happy over the leisurely w n n e r  in - -.---- which the Custcms Department took several years to dispose of the 
l'c?tt. o''Kcv': uc confiscated pencils in this case. Out of 13,518 gross pencils seized, the 

hulk of them (15,380 gross pencils) were confiscated during the 
period from 1953 to 1956. Except for a small quantity of 3060 gross 
supplied to Railways, Stationery Office and the other Government 
Departments, the remaining pencils were disposed of through auction 
by the Calcutta Custom House during the period from the middle of 
1965 to June,  1966, that is, 8 to 12 years after their confiscation. 

The Committee find that initially attempts were made to 
auction 480 gross pencils in small lots at Imphal and Silchar from 
lB55 to 1959 but there was no offer. (Lnformation in respect of 
Gauhsti and Jorhat is not available as the relevant files were des- 
troyed some time back). They feel that in order to attract bidders, 
the pencils should have been offered in sizeable lots and, if  initial 
attempts to auction a t  the above places had failed, the Department 
should itself have thought of auctioning the wncils at  a bigger place 



lib &dcutta ss WP. ultirmtaiy d- in 1986 d W. hs@g & 
d e w ,  tbe SeclPtary, Rwesue am$ Expenditure, admitted that 
qpxqt be any valid wplanation except th& this was not thought ab 

it should hasre been thought of." 

The Committee are also not able to appreciate why the 
Oustom Department took nearly four years to imphdent the Audit 
suggestion in July 1961, that the pencils might be u t i W  fm Gov- 
ernment,% own requirements. 

The currurletive effect of all this delay was that 1850 gram 
penci)s, valuled at Rs. 12,OQO, were damaged and Govenunent ~13,dm- 
went this avoidable loss. The ComlrPittee hope that the Board of 
S x c k  and Customs will take suitable measums to ensure that such 
cases do not recur. P 
'ib Committee are concerned to note that gaods valued at 

Ba 6.17 mres  confiscated upto 31th March, L966 were lying uau@ 
p d  at as on 1st April, 1967. The disposal of goods in the past bjas 
k n  daw multhg in deterioration and pilferage. The Cop\mitb~ 
noLe wt, as a result of 9 special chive undertaken by tha €l@pns 
-nt, taey were able to dispose of conftsc~tpd goo@ wmth 
b. 1,19,66,796 during the period from 1st D e r n b r ,  1866 to 
July, W7. They hope that efforts wiil continue to be made to Ilapill- 
tain t&e tempo of the disposal of goods. The CMlo3Lttee would like 
to watch the progress made with the disposal d confiscated goads 
thrown future Audit Reports. 



6. 1-35 Finann The Committee also find that proposals regarding the dispo- 
7 - sal of consumer g d s  to the National Co-operative Consumr Fede- 

Deptt' ofhvcnue ration Ltd. and of trade goods through the Director General, Sup 
plies and Disposals, arc under consideration. The Study Team on 
the Customs Department have also made certain recommendations 
in this matter. The Committee feel that it would be helpful to Gov- 
ernment in arriving at a decision in regard to the various alternative 
procedures for the disposal of confiscated goods if a s m l l  cormnittee 
consisting of persons having knowledge of excise and customs and 
two or three busincssnwn is appointed to examine these problems 
and to advise Government on evolving su~tablt! procedures. The H Committee would like to know the action taken in this connection. 

The Committee consider that, as the State Trading Corpora- 
tion hrrve gathered some experience in handling auctim of imported 
cars, the Board of Excise and Cuz?oms may canalise the disposal of 
eonflscated cars through the Corpnration so as to get the maximum 
mturn. The disposal of the remaining 115 vehicles which were 
awaiting disposal on 31st December, 1967 should also be expedited. 

The Committee regret that proper arrangements for keeping 
these cars were not made till September, 1967, i.e., a few days before 
the Study Group of the Public Accounts Committee were due to pay 
a visit to the Bombay Customs House. The Comlmittee stress that 
appropriate arrangements should be made to p r ~ t q t  valuable ~OWR 



Do. 

Do. 

from deterioration due to the inclemencies of the weather. Roper 
arrangements should be made for the maintenance of cars so as to 
m r e  that the maximum price is obtained on dispod.  

The Committee would like the B o x d  of Excise and Customs 
to examine the feasibilitv of taking proper stock oI conficated goods 
at r q u l a r  intervals nf six mqnths or a year. In taking stock, par- 
ticular attention should k p7;d to deterioration, if any, suffered by 
goods in storage so that suitzhlc measures can be taken without d e  
lay to  arrest the deterioratio? and expedite disposal of the goods. 

The Committee are constrai~ed to note that durinq the period 
of c d x a t i o n  there was losq due to detericration in the quality of 
diesel oil and leakage from as many as 537 out of 1,080 drums. The 
Customs Department had to pay a bond rent of Rs. 1 lakh against the  
sale proceeds of Rs. 16,385. The Committee are unable to  appreciate 
why it shouId have taken the Drxpartrn~nt three years to arrange for 
the final disposal of diesel oil af ter  the decision for conflcation was 
upheld by the High Court in Auwst ,  1954. The Committee consider 
that if more business-like methods had becn adopted by the Cu& 
toms authorities it should have been possible to dispose of the diesel 
oil mon after jt became ready for disposal in August, 1954, and there- 
by save payment of h e a l y  bond rent to the  Port Trust. The Com- 
mittee stress that suitable measures should be taken to ensure that 
such cases do not recur. 

tr x*35 Do. . . The Committee relfrct to  observe that there was a delay of 
three years in the disposal of the  goods due to  negligence of the 



Custom House in recording the file by mistake after disposal of the 
revision petition. This delay resulted in deterioration of the goods 
and also payment of increased bond rent. 

'Phe Cmmittee And that in three of the four cams mentian- 
ed above, the bond rent of the Madras Part Trust pmmiees, w w  
eqQeeded the sale pmeeds of the goods, was avoidable. During the 
yeam 1960-61 and 1965-66 sizeable bond rent charges were pdd by 
the Madras Custom Hause. 

The Committee are glad to note that the dispute regapding 
the sharing of sale proceeds of abandoned and confiscated g& 
whiah had been outstanding since 1950 has been settled. 

The Committee note that it has also been a@-& (i) a& 
Custc?ms authwities should take steps to remove cor&cate+i go+& Q 
special warehouses as soon as possible and in any case within a week 
of confiscation, especially in the case of goods confiscated absolutely, 
and (if) that steps should be taken to speed up adjudication proceed- 



Do. 

i n p  to ensure that, a. far as possible, co&seation, if indibtd, !. 
ordered within four months of the landing of the goods. 

The Committee consider that as mace in Port &&s fd ffrhi- 
ted, Government should keep the matter under canstant dtiiew gELd 
evolve a business-like method for disposal of fmpoded p d s  i&&h 
are left either uncIaimed by the parties or &re confiscatd by die 
Customs. 

Pinana The Committee hope that these outstanding bills of the Port 
Trust for Bond rent will be settled early. 

Deptt. of Revenue 
Dtpn. of Rcvauc The Committee regret to observe that this is a bad case and -- intlicstes negligence on the part of both the Pot% 'Prust authoriHes 
Transport and and the Customs Department. None of the 62 drums of braas scrap Shipping (valumg about Rs. 18,000) landed in April. 1954 contained say scrap 

at the time of the disposal of goods in September, 1936. After the 
lass of the contents of three drums initially came to the notice ef 
the Customs and Port Trust In June, 1954, special steps should have 
been taken to guard against further pilferage of brass scrap. What 
(8 worn, even after 26 drums were found empty in September, 1 9 s  
the authoritfes do not appenr to have taken any remedial aEtI&j it 
fa, th@r&fore, no surprise that nothing was left in the drtittitt I@ f&! 
Wbc uf djopogal in Srptembr, 1956. The Committee uritt&&i# mt 
t b  case wab bdken up by Au&t with the Customs Housk ln 196$ ?!Bat 
no action was taken on the points raised by them till 1963. The 
question of fixing responsibility of the staff for the loss should have 

,.. - -. been examined at least on the receipt of the Auclit objection. 



18 1-79 Revenue 
- - -  

Transport & Shipping 

Do. 

The Committee desire that, on the basis of the records still 
available, the Customs Department and Port Trust should examine 
the question of Axing responsibility for negligence and/or complicity 
of the staff and take necessary disciplinary action against the parties 
found at fault. 

The Committee find from the statment furnished by the Depart- 
ment of Rwenue that the losses a t  various ports since 1955-56 came 
to Rs. 1,83,843. The Committee note with concern that in spite of 
Watch and Ward arrangements at  the Ports by the different authd- . 
ties, i.e., the Port Trust. the Customs Department and the State Gov- r< 
ernrnent, pilferages should occur. The Committee feel that with . 8 
closer coordination between th authorities concerned in the interest 
of tightening the security measures, it should be possible to e M -  
nate the pilferage of confiscated goods while in the custody of the 
Port Trusts. 

The Committee are unhappy to note that there have been 
thefts of confisc:ited goods from the Customs House. The Committee 
wou!d like the Customs House to review their security arrangements 
in consultation with the Central Bureau of Investigation and the 
State Police authorities so as to ensure that such thefts do not recur. 

The Committee are perturbed to note that vital parts o f .  
valuable goods like refrigerators and transistors are pilfered, thus 



Do. 

inaldng their disposal dif8cult. The Committee desire that Go- 
ment should take suitable remedial measures to prevent such pilfer- 
age so that these valuable goods which have a ready market can be 
disposed of expeditiously to fetch the maximum; price. 

The Committee hope that Government will take due note 
of the judgment of the Supreme Court and issued suitable instruc- 
tions in the matter. 

Commeree The Committee are no t  able to assess from the above reply 
the cumulative effect of the various forms of assistance that are ad- 

Dtptr. o' missible an  exports. The Committee desire that the Ministry of 
Commerce in consultation with the Department of Revenue should 
conduct a study and furnish a statemlent in respect of selected com- - 
rnodities (which will be representative of export articles) exported 3 
during a specified period in the year 1965-66 (say October 1965 and 
M x c h  1966) showing the details per unit of (a) the cost of produc- 
tion, (h) F.O.B. value of t h e  export, (c) wholesale market price of 
t h e  article in Indin, (d) drawback paid on the article, (e) cash 
assist;mcc, ( f )  import entitlement, and (g) any other incentives or 
concessions that were admissible during the period. 

24 2.16 Finance The Committee note from the Ministry's reply that when -' - -- tion 2A was introduced in the Indian Tariff Act, there was no inten- 
Deptt of tion to charge countervailing duty an articles on which it was not 

being charged till then. This interpretation of the legal provision 
for the omnibus levy of countervailing duty is open to doubt. Once 



a jtatutory provision has been made from a particalm dde, & I!&& 
d i v e  inspections have no legal basis, whatever ot)ret tontshieMfgiis 
fight have weighed with the Mhistry for mr€h$ to &I& 6 d o i W e  
of action. The executive decisions taken on different dates in seve- 
ral cascs to levy the muntenrail'ing duty and f i a t  too only when t h q  
were brought to the notice of the Government of &&a by Aum Wi3 
resdtd in the provisfons of the law not being u n i f m i y  tfppli& fb 
all  the cases wherever the levy was attraded. me kin hf tX 
countervailing duty till such time as the deeisiuns Were hk& &5 
M y  be treated as the forqoing of twendk. 

Finance In so far  a9 the case of Iron and Steel produets is cmc- - if it was the intention to restrict the levy only to &ides fslfityt 
DcW of Revenue under item 63 Indian Custom Tariff and its sub-items wen Beyond 

2nd February, 1963, an exemption notification could have been issued 
shultaneously with the other notifications on that date as the ?&I- 
istry were fully aware of the difficulties arising out of the levy while 
iasufng extxittfve instructions in 1962. Even though these instruc- 
t foh governed the levy of a muntervailfng duty on !Md F-, 
1963. no such exemption notification has b&n issued rmci. dWrclirTIJ 
to the Ministry's own admission, the position regarding Iron and Steel 
products escaped notice. The lapse is regrettable. 

Do. 



Do. 

Do. 

detected by the Internal Audit Department who pre-audited the re- 
fund. The Committee nute that the amount of Rs 10,000 bas dnce 
been recovered. The Committee stress that such mistake shoufd n& 
recur. * J  

The Committee note that, out of excess payments of overtime 
fees arnoubting Rs. 40,381, a sum of Rs. 25,472 has been recovered 
and the balance is being recovered in instalments. 

The Committee fail to understand how the Board's orders 
dated the 26th August, 1963, were not received by the Collector of 
Customs, Bombay. They desire that, an enquiry may be mtide jnltB 
the reasons for non-receipt of these orders by fhe CoR&ta) an8 i.rf-- 
medial measures taken to ensure that important drders isst~etf by' B@ 
Board are promptly transmitted and received by the C o l k c t o ~  % 

The Committee take a serious view of the mis-rtppiofjiaa- 
tion of Government money artsing from the defalcaeon by % 
Customs House clerk in this case. They would like to know h W 
course the tc&l amount misappropriated by the clerk and t& Mdir 
taken as a result of the enquiry into the matter. The CorHfnitfi!€ 
also dmite that necessary action should be tdken &gainst o w  & 
the supcrvjmry level far their contributory negligence which made 
the defalcation possible. . . 

jb- 2 9 Do. The Committee ncyte the remedial measures taken by the 
Department to prevent a recurrence of such defalcations. It has 



. 
been suggested by Audit that the folloying additional measures may 
also be adopted:- 

(a) The opening of all registers to record transactions for COX- 
lection of cash should be specifically authorised by the 
Chief Accounts OfBcer of the Customs House and be main- 
tained in the forms approved by him. The cash registers 
60 authorised to be maintained should be put up to the 
Chief Accounts Officer every week whether any transac- 
tions have been recorded therein or not. This will enable 
him in keeping track of the registers in use in the various r 
departments of the Customs House and whether the tran- 
sactions if any, recorded therein are duly credited into the 
treasury and incorporated in the accounts compiled with 
him. 

(b) The withdrawal from operation or closure of any of the 
registers in use should also be done with the approval of 
the Chief Accounts Officer. 

Finance The Committee will like Government to examine the above --- suggestions of Audit for early implementation in order to eliminate 
-ptt of Revenue the shortcomings noticed in the existing procedure which made the 

defalcation possible in the present case. 



Do. 

Do. 

The Committee regret to note that in this case, due to la& 
of coordination with the State Government, a loss of about Rs. 53,000 
in revenue was suffered on the sale of 29,694 Ibs. of seized skjmmed 
milk powder at the control price even after the cancellation of the 
Control Order. The Committee desire that the Board should examine 
whether thew is any defect in the procedurk regarding the receipt 
of copies of such orders from the State Government and their circu- 
lation to the various officers concerned to avoid the recurrence of 
such cases. 

The Cormnittee find that the Excise Duty foregone as a result of 
the issue of exemption notifications amounted to Rs. 54.04 crores in 
1963-64, Rs. 63.73 crores in 1964-65 and Rs. 62.28 c r o r a  in 1965-86. 
With an expanding Excise Tariff, the amount thus foregone is bound 
to increase. It is significant that although a sizeable amount d duty % 
leviable under the Excise Law is being foregone year after year, the 
pr@sent system docs not provide for obtaining approval of Parlia- 
ment in the matter, as thcre is no provision in the Central Excises 
Act and the Rules ~ m d e  thereunder to lay the exemption notiflea- 
tions before Parliament In  para 3.142 of their 44th Report (Third 
Lok Snbha) the Committee had desired that the procedure should be 
rectified by making it obligatory to lay a copy of each notification 
before Parliarlent. The Committee regret to note that the position 
has not yet been rectified by Government. The Committee hope 
that, 3 s  assurctl by the Secret:~ry, Revenue and expenditure, during 
evidence, pending the finalisation of a new Central Excise Bill, suit- 
able amendments will be made in the Central Excise Rules requir- 



lr6g such exemption notifications to be laid before Parliament. It 
would also be desirable that the exemption notifications should be 
accompanied by explanatory memoranda giving the reasons fur 
varying the standard rates of duty. 

Finance The committee have been critical in their earlier &ports [cf. pkra --- 3.141 of 44th Report (Third Lok Sabha)] to the granting of exemp 
Deptt' OfRevcnuc tion fm duty through executive instrutdons instead of the isav of 

formal notifications under Rule 81 The Committee are concerned to 
note that, out of under-assessments of Rs. 571 lakhs pointed out in 
Audit Report, 1967, most of the arnout of Rs. 327 lakhs that has been :g 
admitted by the Department related to irregular and mautholiiied 
refunds, rebates and set-offs because certain reliefs were &kn 
rmder executive instructions which did not have proper legal back- 
ing in the matter of exemption. According to the Ministry, in some 
cases, memptions were given under such executive instructions 
pending further examination of the mattet, after which ejifipfion 
notifications were issued retrospectively, 

In para 3.141 of their 44th Report, the Comrnitfk had dd&%d 
that if,  for administrative flexibility, Governrhbtt desi* &fi& iirti- 
tude in such matters. they should obtain authoi?fy to db db 
pprllamtent by introducing an dmentlment to the Exde Lrlik. '& 



Do. 

Do. 

Do. 

b n m i t t e e  hope that the position will be suitably rectified in the 
new Excise Bill. 

As r e g d s  the ifawe of exern- notifications rratrospe(lti* 
tbe Committee have discussed the legal position in para 9.37 af their 
Uth Report (Third Lok Sabha) that is: "A leg&lature could ave re 
trospective effect to a piece of legislation passed by it, but the W t  

ernment exercising subordinate and delegated powers cannot make 
an order with retrospective effect unless that power was expmsdy 
oonfwred by the Btatute." The Committee had *red thqt the 
question of the extent of authority required and of arneqing tbq 
Law for the purpose should be thoroughly examined in coprmltafim 
with the Ministry of Law. In para 2.3 of their 7th Report (F- 
Lok Sabha), the Committee desired that a Bili ccmtaining enabling 
powen for the Central Government to give retruspective effect tq 
excise duty exemption under the Excise Law should be brought 
before Parliament, as early as possible. 

The Commitke suggest that, pending the preparation of a new 
&c@e Bill, the whole question of granting exemptions of duty 
through three different means viz., notification, executive instrue- 
tiw a& retrospective notifications may be examined in consults- 
tiw with the Attorney General of India. 

The Public Accounts Committee have repeatedly drawn attentipq 
to the inadequacy of the Internal Audit Organisation ip the Cp- 
Excise Department as revealed by the Report of the Central Excise 
Re-organisation Committee presented in 1963 (cf. para. 45 of 27th 
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Report and para 3.9 of 44th Report-Third Lok Sabha) . They have 
been informed that a schernl> for qtrt:nqthening the Internal Audit 
Organisation bv constituting a x p a r a t e  cadre of the Audit and Ac- 
counts Staff under the guiltancc. and  rnntrnl of an independent Dir- 
ectorate which was estimated to cos; about Rs. 30 lakhs per year was 
deferred due to reasons of economy in December, 1965, and the pa- 
tion continues to be the same. Thcre is also a suggestion regarding 
the setting u p  of  a separate Directorate of Internal Audit which 
would be common to all Revenue Departments. 

Fn~anu  
F ------., 
Deptr. of Revenue 

The Committee note that meanwhile certain organisationd 
chances have been made by the Department to  improve the func- 
tioning of the Internal Audit parties. The number of the Internd 
Audit parties has also been increawrl from 31 to  57. The Committee 
are, however, not satisfied with the performance of the I n t m l  
Audit Organisation. During 1966-67. the Chief Accounts Of?lcer/ 
Assistant Chicf Acco~nts  O f f i c e ~ s  raised 2.143 objections involving 
Rs. 87.10'3 and Internal Audit Parties raised 8.932 objections involv- 
ing Rs. 6,12.170. On the other hand test audit by the Revenue Audit 
Department disclosed an under-assessment of Rs. 571 l a k h  in Audit 
Report, 196'7. In the Comm ittce's v i ~ w  in order to make the Internal 
Audit narties more effective. it is desirable to put them under an 
independent Directorate. Government should take an early deci- 

on the question of setting up an independent Directorate of 





4 3-34 Finance mv-nt should fix responsibility for this Loss apd r e  - -- medial mpasures to obviate the recurrence of such instances of erro- Wtt' neous assessment and detect errors in time, for realisation of arrears. 

4s wh pa The CopmUee And it di#lcult to accept the view that the *yy- 
ance allowed in this case was merely "Quantity Discount" and "un- 
-rial" for according to the agreements entered into ky the 
rpqufactxqer with wholesale distributors, they were allowed tfie 
discount subject to the condition that hey should not sell footwear 
manufactured by other parties and that they should not go beyond 
the region esermarked for them. Further, although the number of 
prholet& distrib~trors is stated to be 120, there a p  indiwidual agree- - betweep the manqfacturer and the distribu$ors. ArcordrnCf 
to the rules and orders issued under the Central Excise Act the d&- 
count allowed under a particular contract or which can he earn& 
only in consideration of fulfilment of certain conditions is not adds- 
&& far dedwt-im frrwn the declapd wholesale price. me thmnait? 

feel $,hat t)use two conditions laid down for admissibility of ijip 
count are not fulfilled. They, therefore, desire that this matter 
&odd be f~rZher examdned h consultation with the Ministry of 
Law. 

The Committee were given to understafid that in this case, the 
the wbdesele pice. were gulOed by certain 



the a ~ ~ d o g y  that the w o r b g  of W o n  30 of the Sea Customs Act 
y more or less similar to that of Section 4 of the Central Exch  Act. 
The Board did not consider it necessary to issue a notiftcation for a p  
plication of the provisions of the Sea Customs Act in this case. 

The Committee note that sever& provisions of the Sea 
Custmns Act have been d d e  applicable to the Central Excise side 
by notifications issued under Section 12 of the Central Excise Act. 
The Committee desire that the whole question of applicability of 
csxecutive rulings undcr the Sea Customs Act without issuing a noti- 
fication undcr the Excise . k t  as also the applicability of the pnwi- 
&ns of t h ~  Sea Customs Act by issuing a notification under We 
Central Excise Act should br examined in consultation with the Attor- 
ney General in the light of a recent judgement of the Supreme Comt 7; - 
In the matter 

The Committee are concerned to note that even after the issue of 
the Board's orders on 5th March, 1965, the wrong practice of clearing 
Large packs containing within themselves smaller saleable units in 
the form of strips at prices declared for the bigger packs was conti- 
nued in the Baroda Collectorate upto 31st December, 1966, and this 
resulted in the loss of revenue of Rs. 2.19,498.70. The Committeez 
desire that, taking into consideration the dotails of this case, the 
Board should look into the reasons for the continuance of this prac- 
bive in that Collectorate with a view to ensure that their instructions 
wucd on 5th March, 1965, are strictly implemented by the CoUec- 
toratc of Central Excise, Baroda. The Committee would like to 
know the action taken ln the matter. 





the Board. 'The Committw desire that the Ebard should examine 
this matter in all its aspects and take appropriate measures to ensure 
that such instarlccs do not recur. 

In virw of the fact that a large amount of revenue 
(Rs. 53.48.970) is involved in this case, the Committee desire that 
opinion of the Attorney General should be obtained as to whether 
the order o f  the Board ismecl in March, 19f5-4 that duty should be 
realisttd on the weight o f  unsized yarn rather than on the weight of 
vamp after sizing was correct. 

The Commlttec are not satlstied with the present practice of 
levying c~rnpoundcd rntcs of dutv on high yarn consuming fabrics 
like turkish towels and spindle (ape, which are applicable to ordi- 

C nary fabrics of corresponding variety. The loss of revenue to Cdv- 3 rrnmnt during onc year (1962-63) on account of the levy of duty at 
the compounded rate in rczspect of the aforesaid varieties amounted 
to k! 2.31.901 in s e w n  Cdler.tol%tcrs 

The Committcch suggest that all such i-arieties should be 
taken up for working out the average consumption of yarn and add- 
rd  to the Hat of varieties of cloth. 

The Commfttce reiterat~ the rwommendation made 111 pam 
3.274 of their 44th Report (Third L& &Ma) that in glaring cases of 
fraud and large scab wasion, the proeecution of delfnpu~~~ts is te be 
preferred to imposing penalties, as the former course w d d  bc a 
more effkctive deternmt. 
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