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INTRODUCTION 

I, the Chairman of the Public Accounts Committee as authorised 
by the Committee, do present on their behalf this Hundred and Sixty .. 
fourth Report on action taken by the Government on the recommen .. 
dations of the Public Accounts Committee contained in their Ninety-
Sixth Report (Seventh Lok Sabha) on Union Excise Duties-Electric 
motors and Cotton Textiles. 

2. In their 96th Report. while examining a case of under assess-
ment of excise duty due to non-inclusion of the value of gear mecha-
nism in the assessable value nf electric motors. the Committee had 
observed that the departmental mechanism for exercising excise control 
was unahlc to detect the irrgularitics despite frequent visits to the 
factory of the assessee. In this Report. the Committee. have reiterated 
their earlier· recommendation that the' Central Board of Excise and 
Customs should lonk into the reasons why the departmental mach;nery 
had failed in detecting the irregularities and take appropriate measures 
to make excise control more effectiYc. 

J. The Committee hav~: also obs~rvcd that in pursuance of their 
re'-·ommendatitll1. the 'Ministry of Finance have now issued instructions 
laying down a time limit for deciding cases pending with the Excise 
department in which duty has been paid ''under protest". The Com-
mittee have exprcs,ed their hope that the instructions will be scrupu-
lously c0mplied with bc,th in letter and spirit f'O that such cases are 
disposed Clf promptly and the cases of payment of duty .. under protest .. 
arc n0t allov.·cd to linger on indefinitely. 

4. On 12 May 1983 the following Action Taken Sub-Committee 
was appointed to scrutinise the replies received from Government in 
pursuance of the recommendations made bv the Public Accounts 
Committee in their earlier Reports: 

1 . Shri Sunil Maitra-Chairman 
2. Shri K. Lakkappa l 
3. Shri G. L. Dogra l 
4. Shri Ram Sin_gh Yadav ~ Members 
5. Shri Bhiku Ram Jain 1 
6. Shri Nirmal Chatterjee J 
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5. The Action Taken Sub-Committee of the Public Accounts Com-
mittee (1983-84) considered and adopted the Report at their sitting 
held on 14 Jtme, 1983. The Report was finally adopted by the Public 
Accounts Committee on 20 July, 1983. 

6. For reference facility and convenience. the recommendations 
and observations of the Committee have been printed in thick type in 
the body of the Report and have also been reproduced in a consoli-
dated form in the Appendix to the Report. 

7. The Committee place llll ·record their appreciation of the 
assistance rendered to them in this matter h\· th~..· Offic~c of the Comp-
troller and Auditor General of India. 

NEW DELHl; 
23 July. 1983 
1 Srm·ana. 1905 ( S) 

SUNIL MAITRA. 
Chairmm:. 

Puhlic A crounts Cflmmitter. 



CHAP'IER I 
REPORT 

1.1 This Report of the Committee deals with the action taken by 
Government on the Committee's recommendations and observations 
contained in their Ninety-Sixth Report (Seventh Lok Sabha) on Para-
graphs 2.29 and 2.65(b) of the Report of the Comptroller and Auditor 
General of India for the year 1979-80, Union Government (Civil) 
Revenue Receipts, Volume I. Indirect Taxes relating to Union Excise 
Duties-Electric Motors and Cotton textiles respectively. 

1 .2 The 96th Report which was presented to Lok Sabha on 23 
April, 1982, contained 29 recommendations. Action Taken notes in 
respect of all the recommendations/ observations have been received 
from Government. These have been categorised as follows:-

(i) Recommendations and observations that have been ac-
cepted by Government: 

SI. Nos. 7. 2. 3. 
15. 16. 1 7. 
and 29. 

4, 5. 6, 8, 11; 12~ 13; 14; 
18, 19. 21, 24. 25, 26, 27, 28 

(ii) Recommendations and observations which the Committee 
do not desire to pursue in the light of the replies receiv-
ed from Government: · 

Sl. Nos. 7. 9. 22 and 23. 
(iii) Recommendations and observations replies to which have 

not been accepted by the Committee and require reitera-
tion: 

Sl. No. 10. 

(iv) Recommendations and observations in respect of which 
Government have furnished interim or no replies: 

Sl. No. 20. 

1.3 The Committee are unhappy that the Ministry of Finance 
(Department of Revenue) have not fumished replies showin~ concrete 
action tak,~n in respect of recommendation contained at S. No. 20 so 
far. Thev desire that action taken reph· to that recommendation should 

~ . 
be submitted expeditious)~· after getting it ,·,f!tted by Audit • 

• 
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1.4 The Committee win now deal with action ta•.en by Govern-
ment on some of their recommendations. 

Need for making exci.\·e control more effective ( S. No. 1 0--Para 1.48) 

1.5 While dealing with a case of under-assesSment of excise duty 
due to non-inclusion of the value of gear mechanism in the assessable 
value of electric motors in terms of the instructions issued by the 
Central Board of Excise and Customs in March, 1976 and May 1978, 
the Committee had in Paragraph 1.48 of their 96th Report (Seventh 
Lok Sabha) observed:-

··The Committee find thi.lt the factory of the assessee in the 
case under examination was visited by Inspection Groups 
of the department on thrcl.! occasions and once by the 
Assistant Collector (Audit) during the period between 
Mar-ch, 1976 and June, 1978 for checking the manufac-
turers accounts. manufacturing process etc. Surprisingly. 
none of them were able to detect the fact that the assessee 
was not paying duty in acclH·dance with the instructions 
prevailing at that time. The Cnmmittcc arc unhappy that 
the Ministry of Finance have now sought to justify such 
patent lapses of their departmental scrveillancc machinery 
by stating that 'the various Inspection Groups visiting this 
unit ...... earlier did not think it proper to realise duty 
on the combined value of Gear Mechanism and the Electric 
Motor because of the fact that no Gear Motor as such had 
come into existence' .... The Committee would recom-
mend that the Central Board of Excise and Customs 
should look into such failures of their mechanism for de-
partmental control and take appropriate measures in 
order to make excise surveillance more effective.'~ 

1.6 In their Action Taken Note furni~hed on 17 March 1983. the 
Ministry of Finance (Department of Revenue) have stated:-

"The existing scheme of excise control no longer provides for 
'Inspection Groups'. The required 'excise surveillance· 
is sought to be exercised now through Internal Audit 
parties and preventive parties apart from the normal staff 
of the Ranges. The Internal Audit Parties are required 
to carry out periodical checks necessary to detect errors 
in a-,sessmcnts. Detailed guidelines for their functioning 
have been issued by the Board under its Circular F. No. 
206/5/78-CX6 of 11-7-1978. Preventive parties are 
required. inter alia, to pay surprise visits to the excisable 
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industrial units, carry out physical checks therein, and 
are expected to collect intelligence about evasion. The 
visits and inspections which the senior supervisory officers 
are expected to make in the normal course of their func-
tioning, contribute to supplement the 'surveillance effort' 
of the range staff and the preventive and audit parties. 
These institutionalised arrangements in aggregate are 
aimed at providing the requisite amount of 'excise sur-
veillance'. Improving the quality of their functioning in 
the very nature of things is a continuous and on-going 
task." 

1. 7 In their 96th Report while dealing with a case of under-
assessment of excise duty pointed out by Audit due to non-inclusion 
of the value of gear m,echanism in the assessable value of electric 
motors, the Committee had observed that the erstwhile Inspection 
Groups and the Internal Audit parties (whith w,ere entrtL~ted with the 
functions of the former subsequently) of the department had ,-i'iited 
the factory of the assesse,e on· various occasions during the period of 
undera4isessments and yet those departmental organs which were re· 
quired to exercise excise control wer,e unable to detect the irregularities 
in the assessments. The Committee had. therefore. recommend.ed that 
the Central Board of Excise and Customs should look into such failur,f!S 
of the departmental control mechanism and take appropriate mea~-ures 
in order to make exci~e surveillance more ~ffective. In their rep I\' while 
enumeratin~ the institutional arranJ!ements for exercisin~ control o'"·er 
the as..-.e~se,es. the Ministry hal·e inter alia ~1ated that the internal audit 
parties were required to carry out periodical checks necessary to detect 
errors in assessm,ents a·nd detailed guidelines for their functioning had 
been issued by the Board on 11 July. 1978. The Committee regret 
to note that in their reply the Ministry of Finane~- have not indicated 
the specific steps tnken by the Board to look into the reasons as to wh~
and how the departn1ental mechanism had faiJ,ed in detecting the 
irregularity in the present ca4ie and the remedial measures taken or 
propos.OO to be taken so as to obviate recurrence of such lapses in 
future. The Committee need hardly point out that mere issue of 
instructions without any proper supen·ision and review of the Jev~l 
of perfonnance cannot be expected to bring about any qualitatn·e 
improvement in th~ functioning of the excise department. It is impor-
tant that Int~mal Audit and other departmental mechanisms are efti-
ciently used as effective tools of management control and their per· 
formance ifkePt under close watch. ~Committee, therefore, reite-
rate their earlier recommendation that the Board should look into the 
reasons why the departmental machinery had failed in detecting the 
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i~ities and take ~ppropriate measures to make excise control 
more eftective. 

Procedure for Payment of Duty under Protest (S. No. 12-para 
No. 150) 

1 . 8 Commenting on the delay on the part of the Excise Department 
in deciding cases where excise duty has been deposited "under protest". 
the Committee in para 1.40 of their 96th Report (Seventh Lok Sabha) 
.had observed:-

··The Committee note that under the existing procedure, asses-
sees could pay excise duty 'under protest'. The Committee 
are surprised to note that no specific procedure had been 
laid down up til 31 May, 1981 in order to ensure that an 
assessee did not abuse this facility and resorted to pay-
ment of duty "under protest" indefinitely. A Notification 
has now been issued on 11 May, 19 8 I inserting new rule 
233B in the Central Excise Rules, 1944 vide Central 
Excise (15th Amendment) Rules, 1981 prescribing specitk 
procedure for p~1yment of duty under protest with effect 
from l J unc, 1981. From the details of cases of assess-
ments of electric motors furnished to the Committee it 
was seen that in many cases assessees were paying dut~ 
under protest. The Committee were informed that at 
present no time limit has been prescribed in the Central 
Excise Rules for deciding cases which are pending deci-
sion with the Department and in which duty has been 
deposited under protest except that the Range Superin-
tendents are required to keep a Register in respect of 
protest cases in order to keep a proper watch on the pro-
gress of these cases. The Committee feel that simply main-
taining a register of protest cases cannot ensure prompt 
decision on such cases. The Committee would, therefore. 
recommend that the Government should prescribe a time 
limit, preferably three months, in order to avoid abnormal 
delay in deciding cases pending with the Department and 
in which duty has been deposited under protest.'' 

1.9 In their Action Taken Note furnished on 18 February. 1983 
the Ministry of Finance (Department of Revenue) have stated:-

"The matter regarding delay in finalisation of cases of pay-
ment of duty 'under protest' has been examined and 
suitable instructions have been communicated to the all 
Co11ectors of Central Excise vide F. No. 223/43/82 
CX. 6 dated 15-7-1982 (copy encJosed for ready refe-
rence). 

• 
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1.10. A copy of the communication referred to above is shown 
as Annexure to Chapter II. In the said instructions, the Board have 
inter alia instrutted the Collectors that. every effort should be made 
to ensure finalisation of cases where duty is being paid under protest, 
within a period of three month~ from the 4ate on which the represen-

. tation under rule 233-B(5) of the Central Excise Rules, 1944 has 
been filed and in any case not later than six months from that date. 

1.11. The Committee note that in pursuance of their recommen· 
dation. the Ministry of Finance have now laid down a time limit for 
c\C!Cidiug cases pendin~ with the Excise department in which duty 
has been paid ·~nder protest". According to the in~tmctions issued 
bv the Central Board of Excise and Customs on 15 Julv. 1982, the 
~ w 

Collectors are required to make ~very effort to ensure finalisation of 
cases where duty is being paid under protest. within a ~riod of three 
months from the date on which th~ representation under rule 233-B 
(5) of the Central Excise Rules, 1944 has been filed and in any case 
not later than six months from that date. The Committee bop~ that 
the instructions will be scrupu1ously complied with both in letter and 
spirit so that such sases are disposed of promptly and the cases of 
paymtnt of duty ''under protest" are not allowed to linger on indefi-
nit"l~·. The Committee would like to be informed of the number of 
cases durin~ the year 1982-R3 where the dut~· was paid untl.~r protest 
and the number of cases which were not finalised llitbin the period 
of six months and the administrativ, steps taken in such cases. 



CHAPTER II 

REC0~\1MENDATIONS AND OBSERVATIONS THAT HAVE 
BEEN ACCEPTED BY GOVERNMENT 

Recommendations 

Para 1.39.-Elcctric motors of all sorts and parts thereof are 
chargeable duty ad valorem under tariff item 30. Rate of duty 
differs according to the rated capacity of the motor and the current 
on which it is capable of operating. According to a Tariff Advice 
issued by the Central Board of Exci~e & Customs on 26th March. 
1976 it was clarified that both the base motor and the gear motor!o. 
would fall under the same sub-item of item 30 and in the case of 
integrated units. the duty would be chargeable o11 the final product. 
vi~. geared motors. On 1 May. 1978. the Board further clarifkd 
that the units assembling geared motors by manufacturing in their 
premises the geared mechanism. and procurin~ ·from outside duty 
paid electric motor5~, should be brought under the excise control. and 
the geared motors produced hy them should he subjected to excise 
levy under tariff item 30. 

Para 1.40.-The Committee find that "\1js. Hcn.:uks Hoist Ltd. 
an assessee in the Bombay-Tl Collectorate manufactured hoists by 
using electric motor5~ manufactured in the fa~ tory itself. In order w 
regulate the speed of the motors. gear mechanism \\·as also manufac-
tured and used in the electric motors. According: to the instructions 
issued by the Central Board of Excise and Customs on 26 March. 
1976 and 1 May. 197R. such geared motors were required to b.: 
assessed to duty on the value including the value of the gear mecha-
nism. However. in the case under examination. the geared motors 
were assessed to duty excluding the value of gear mechanism resulting 
irl an underassessment of duty of Rs. 4.72 lakhs for the period I 
April. 1976 to 22 May. 1979. After the objection was raised b,· 
Audit on 18 July, 1978 the departmen1 issued show cause notices and 
the assessee started paying duty under protest with effect from 23 May. 
1979. 

Para 1 .41.-The Committee note that the audit objection was 
brought to the notice of the Central Board of Excise & Customs by 
the Collector of Central Excise Bombay-TI in February, 1981. Tilt-
Board were however. already seized of the matter as the draft audit 
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paragraph had come to them in August, 1980. The issue was discus-
sed in the West Zone Tariff Conference in March and June 1981 and 
later was examined by the Board itself. After review, the Board 
issued a fresh Tariff Advice on 31 August. I9H 1 cancelling their 
earlier instructions dated 1 May. 1978. 

Para 1.42.-During review. a distinction was made between a 
gear motor and a motor coupled to a gear mechanism. In the case 
of a gear motor, the gear mechanism was an integral part of the 
motor and there was a common housing and the motor had no 
separate existence of its own. In contrast, a motor could be separate-
ly coupled to gear mechanism in which case the motor and gear 
mechanism would remain two separate identifiable entities. In the 
fonner case the gear mechanism was treated as an integral part of an 
electric motor v.·hereas in the latter case it wc:ts treated as an accessory 
of an electric motor. Thus. according to the Tariff Advice issued on 
31 August. 19R I. the case under examination kll within the latter 
category and in this case. the value of gear mechanism need not be 
included in the value of electric motor for assessment of duty on 
electric motors as the geared motor cannot he said to have come into 
c>xistcnce in an independent and identifiable manner. 

Para 1.43.-Thc Tariff Advice issued on 31st August. 1981 seeks 
to set at rest the controversy over the inclusion of the value of gear 
mechanism in the value of electric motor for as~cssment of excise 
duty. However. there are a few features of the operation of the 
instructions issued in March. 1976 and May. 1978 which deserve 
mention. For instance. the Committee fail to understand as to how 
the distinction now made between a motor fitted. with gear and a 
geared motor should have escaped the attention of the Central Board 
of Excise & Customs while issuing the Tariff Advice in 1976 and 
further instructions in 1978. The Ministry of Finance have not been 
able to put forth any convincin~ reasons for this glaring lapse and 
while admitting the omission. the Ministrv have now merely sought 
to PXplain that: .. the term ·gear motors' in. the Circular No .. 117R hm. 
heen used rather loosely" .... 

Para I .44.-Furthcr. while issuing the Tariff Advice on 31 
-August. 19R 1. the earlier instructions dated 1 May. 197R were not 
fmmd to be correct by the Central Board of Excise & Customs for the 
reason that Item 30 as it existed did not have a separate item of the 
tvpc .. All o~hers''. According to the Board. the net result of this 
would be that once the motor has paid duty under item 30 and after 
the mechanism was attached to it. it continues to he classified under 
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item 30 and therefore, no duty can be charged second 'time on the 
same product. It is pertinent to point out in this connection that the 
tariff description under item 30 was the same as at the time of issuing 
of instructions dated 1 May, 1978 as at present. During examination. 
the Ministry of Finance conceded the fact that the tariff item 30 did 
not contain sub-item "All Others·· had escaped the attention of the 
Board while issuing clarification on 1 May. 1978. 

[S. No. 1 to 6 (Paras 1.39 to 1.44) of Appendix VI to 96th Report 
of the Public Accounts Committee (Seventh Lok Sabha)]. 

Action Taken 
Para 1.39, 1.40, 1.41 and 1.42.-The facts stated in these paras 

are correct and, therefore, no comments are offered. 

Para 1.43.-lt is a fact that no distinction could be made between 
a gear motor and a motor coupled with a gear mechanism \vhik 
issuing Tariff Advice No. 14!76 issued vide Board's letter ·F.No. 146/ 
8/75-CX-4 dated 26th March. 1976 and Board's circular F. No. 146/ 
I 0/76-CX-4 dated 1st May, 1978. This omission is regretted. 

Para 1.44.-The Tariff description of item 30 was the same at 
the time of the issue of the latter dated 1st May, 197R as at present. 
The escapement of this fact i~ regretted. ---[Ministry of Finance (Department of Revenue) letter No. 234/ 
11 :s2-CX. 7 dated 26 November. 19H2.] 

Recommendation 

The Committee 'bbserve that as a result 0f the Tariff Advice 
issued on 31 August, 1981 gear mechanism manufactured by an 
integral unit wi11 now be chargeable to duty under tariff item 30 
alongwith electric motor whereas in the. case of other units gear 
mechanism will be chargeable to duty under tariff item 68. Thus. 
the aforesaid Tariff Advice is likely to discourage the production of 
geared motors in integral units and may consequently result in loss of 
revenue to the Government. Although the Ministry of Finance 
assured the Committee during examination that. "the Government are 
aware of the implications of Tariff Advice dated 31-8-1981 and suit-
able corrective measures will be taken so that there is no discourage-
ment in the production of geared motors in the integrated units", yet 
the Committee have not been informed of the action taken/proposed 
to be taken by the Ministry in this behalf. The Committee. however, 
note that in the Finance Bill, 1982 the tariff description of Item No. 30 
relating to Electric Motors in the First Schedule to Central Excise 
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Act is sought to be changed or amended so as to specifically include 
motors equipped with gears or gear box within the purview of this 
item. · 

[S. No. 8 (Para 1.46) of Appendix VI to 96th Report of the PAC 
(Seventh Lok Sabha)]. 

Action Taken 

The Tariff Item No. 30 has since been amended with effect from 
28-2-1982 by inserting an Explanation as under:-

"£ xplm1ution /1/:-Thi~ Item includes motors equipped with 
gears or gear boxes." 

In view of the above amendment, electric motors with gear 
mechanism are now classifiable under Item 30. 

[Ministry of Finance (Department of Revenue) letter No. 234/ 
11/82-CX. 7 date~ I R February, 1983]. 

Recommendation 

Another disquieting feature noticed by the Committee was that 
the audit objection raised on 18 July, 1978 was brought to the notice 
of the Central Board of Excise & Customs by the Collector of Central 
Excise. Bombay-11 on 4 February, 1981 only. The issue was first 
discussed in March 1981 and later in June 1981 at the West Zone 
Tariff Conference and thereafter a Tarift' Advice was issued by the 
Board on 31 August, 1981. The Ministry of Finance have not been 
able to adduce any plausible explanation for this deplorable delay of 
more than 2i years on the part of the Collector of Central Excise. 
Bombay-11 in bringing the matter to the notice of the Board. The 
Committee would strongly recommend that the Board should issue 
necessary instructions to the Collectorate to bri~g such cases to the 
notice of the higher authorities promptly so that necessary rcmcdialj 
corrective measures could be initiated in time. 

fS. No. 11 (Para 1.49) of Appendix VI to 96th Report of th,, 
Public Accounts Committee (Seventh Lok Sabha) ]. 

Action Taken 

The Ministry accept that there was delay on the part of the 
Collector of Central Excise, Bombay-11 in bringing the matter to the 
notice of the Board regarding the divergent practice. However, neces-
sary instructions have been issued to all the Collectors to bring the 
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cases of divergent. practice of assessment to the Notice of the Board 
immediately so that corrective measures could be taken in the matter. 

[Ministry of Finance (Department of Revenue) letter No. 234/ 
11 I 82-CX. 7 dated 4 November, 1982]. 

Recommendation 

The Committee note that under the existing procedure, assessees 
could pay excise duty 'under protest'. The Committee are surprised 
to note that no specific procedure had been laid down uptil 31 May, 
19~ 1 in order to ensure that an assessee did not" abuse this facility 
and 'fesorted to payment of duty ''under protest'' indefinitely. A 
Notitication has now been issued on 11 May, 1981 inserting new rule 
233 H ;n the Centrnl Excise Rules, 1944 vide Central Excise (15th 
Amendment) Rules. 1981 prescribing specific procedure for payment 
Of duty under protest with effect f.rom l June, 1981. From 
the details of cases of assessments of electric motors fur-
nished to the Committee it was seen that in many cases 
assessees \vere paying duty under protest. The Committee were 
informed that at present no time limit has heen prescribed in the 
Centra} Excise Rules for deciding cases which are pending decision 
with the Department and in which duty has been deposited under 
protest except that the Range Superintendents are required to keep 
a Register in respeq of protest cases in order to keep a proper watch 
on the progress of these cases. The Committee feel that simply main-
taining a register of protest cases cannot ensure prompt decision on 
such cases. The Committee would, therefore. recommend that the 
Government should prescribe a time limit preferably three months. 
in order to avoid abnormal delay in deciding cases pending with the 
Department and in which duty has been deposited undeof protest. 

[S. No. 12 (Para 1.50) of Appendix VI to 96th Report of the 
Public Accounts Committee (Seventh Lok Sabha)]. 

Action Taken 

The matter regarding delay in finalisation of cases of payment of 
duty 'under protest' has been examined and suitable instructions have 
been communicated to the all Collectors of Central Excise vide F. No. 
223/43/82 CX 6 dated 15-7-82 (copy enclosed for ready reference). 

[Ministry of Finance (Department of Revenue) letter No. 234./ 
11/82-CX. 7 dated 18 February, 1983]. 



Sir, 

II 

(COPY) 

Circular No. 28/82-CX. 6 
F. No. 223/43/82-CX. 6 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(Department of Revenue) 

New Delhi, the 15th July, 1982 

All Collectors of Central Excise. 

SU.i:u ECT :--C cntral Excises-Delays in finaHsation of cases of 
payment of duty 'under protest'. 

I am directed to say that the Public Accounts Committee has 
adversely commented on the delay in finalisation of cases of payment 
of duty "under protest", and has desired that the Government should 
prescribe a time-limit for deciding such cases. 

2. The issue has been examined by the Board. and it has been 
decided that every effort should be made to ensure finalisation ot 
cases where duty is being paid under protest, within a period of three 
mcmths from the date on which the representation under rule 233-B 
(5) of the Central Excise Rules. 1944 has been filed and in any case 
110t later than six months from that date. 

3. The Supervisory Officers should keep a watch on finalisa-
tinn of the protest cases and ensure their timely disposal. In this 
i.:onncction attention is also invited to para 3 of the Ministry·.-. letter 
F. No. 223/14/81-CX. 6 dated 12-5-81. 

Please acknowledge receipt of this letter. 

Recommendations 

Yours faithfully. 
Sd/-

(R. SHARMA) 
Under S£•crelary to tlu· 

Gm·ernmellt of India. 

Para 2.37.-Prior to 18 June, 1977 cotton fabrics falling under 
.. tariff item 19-1(2) we~e being classified as 'superfine' '.fine' etc. under 
8JR LS-2. 
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sub-item (a) to {e) depending upo~ the average count of yarn contained 
in the fabrics. The average count of yarn was to be determined by 
.applying the fonnula given in Explanation HI (d) below 
T.l. 19 as it existed prior to 18 June. 1977. However, in the 
average count of yarn could not be determined by application of the 
said formu~a, the fabrics were classifiable under sub-item (f) of T.l. 
19 1(2) as cotton fabrics not otherwise specified'. 

Para 2.38.-Further, under rule 96-W (which existed upto 17 
June 1977) of the Central Excise Rules, 1944, compounded rates of 
duty were prescribed in respect of cotton yarn falling under T.T. 1 RA 
used in the making of the varieties of cotton fabrics falling under 
sub-items (a) to (e) under T.l. 19 1(2). But no such compounded 
rate of duty was prescribed for cotton yarn used in the making of the 
cotton fabrics falling under the sub-item (f) under T.I. 191(2). viz. 
cotton fabrics classifiable as 'not otherwise specified'. This implied 
that in respect of cotton yam used in the making of such co"tton fabrics 
the duty was leviable at the tariff rates only. 

Para 2.39.-The Audit paragraph under examination has dis-
closed that 12 units in Ahmedabad and Baroda Collectorates manu-
facturing certain varieties of cotton fabrics using different counts of 
yarn in warp and/or weft cleared such fabrics after paying duty at 
rates under tariff iteni 191(2) (a) to (e) instead of under J 91 
f2)(f). According to the Audit as yarn of different counts was 
used in warp andfor weft is the manufacture of the cotton fabrics, the 
average count of yarn in these fabrics was not determinable under the 
formula given in Explanation Til (d) below T.J. 19 and should have 
been appropriately classified under T.I. 191( (f) as 'not otherwise speci-
fied'. This resulted in under-assessment of duty on cotton fabrics to 
the extent of Rs. 28.78 Iakhs for the period 1 January~ 1974 'to 17 
June. 1977. 

Para 2.40.-Further, the duty on cotton ya-rn used in the making 
of the cotton fabrics by the above assessees was also paid at the com-
pounded rates under rule 96-W of the Central Excise Rules. 1944. 
According to the Audit as the cotton fabrics und~r n:f~rence were 
classifiable under T.I. 19 1(2)(f) as 'not otherwise specified' and as 
the compounded rate of duty was not prescribed for cotton yarn used 
in the making of cotton fabrics falling under T.l. J91(2)(f), the duty 
on cotton yarn used in 'their making should have been paid at the. 
tariff rate. This resulted in under-assessment on cotton yarn to the 
extent of Rs. 15.98 lakhs for the period 1 January 1974 to 17 June. 
1977. 

Para 2.41.-Thus, according to the Audit, the total under-assess-
ment of duly due to incorrect classification of cotton fabrics under 
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tariff item 191(2 )(a) to 191(2)(e) and incorrect application of com-
pounded levy rates in the case of yam used in the making of such 
fabrics in 12 units in 2 collectorates amounted to Rs. 44.76 lakhs. 
However, while admitting the Audit objection, the Ministry of Finance 
have not submitted revised figures of under-assessment of Rs. 63.01 
lakhs. The main reasons for the increase are that some amounts now 
included by the Ministry were not intimated by the department to 
Audit earlier and the final amount also included certain amounts 
which were already reported in earlier Audit Report. 

Para 2.42.-Thc Committee find that apart from the above under-
assessments involving Rs. 63.0 l lakhs in two Collectoratcs, misclas'-.i-
Jications of similar types were reported in four other Collectorates 
involving Rs. 62.02 lakhs (dealt with in para 2.52). The Ministry 
,)f Finance have not apprised the Committee of the precise reasons for 
these glaring cases of under-assessments of duty. Nevertheless, while 
explaining the background for the change in classification of cotton 
fabrics under T.l. 191 with effect from 18 June, 1977, the Ministry 
have stated that, .. the classification based on counts was found to be 
l'Omplicatcd. It was accordingly decided in 1977 Budget to do awav 
\Vith the classification of ~:otton fabrics based on counts .... ··. 

Para 2.43.-Thc fact th::tt misclassitication of cotton fabrics falling 
unJcr tarifl item 191 2<f) have been reported only from 6 collecto-
raks and tlwt ~1ssessments were being done correctly in other ~nllec
torates would seem to indicate that the under-assessments could not 
he attrihutcd to complications in the Jaw. The Committee recom-
mcnJ that responsibility 1ixed for this lapse after holding an cnquirv 
and the result thereof he communicated to the Committee. 

Para 2.45.-Thc Committee note that out of a total under-assess-
ment of duty of Rs. 63.01 lakhs in 14 units, only an amount tlf 

Rs. 0. 93 lakhs from two assessees has been recovered so far. Demands 
raised against short levy of duty in I 0 units amounting to Rs. 56.44 
lakhs arc stated to be under the process of adjudicationjdecision. From 
the information furnished by the Ministry. it is seen that even the 
adjudication proceedings have been ac'tivised only after the subject \\as 
taken up for examination by the Committee. The Committee cannot 
hut express their displeasure over such inordinate delays. TI1ey expect 
that all such pending cases will be finalised expeditiously and a rcp.ort 
submitted to them forthwith. 

Para 2.48.-Thc Committee find that in the case of Mjs. Mohcndra 
Mills Ltd. KaloJ where a short ]evy of Rs. 2.48 lakhs was reported fnr 
the period covered by Audit objection, the demands raised by the 
department were set aside by the Appellate Collector on an appea1 by 
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the assessee. The department had raised demands against short levy 
of duty of Rs. 1.~11akhs (for the years 1974, 1975 and 1976), Rs. 0.24 
1akh (for the penod 1 January. 1977 to 31 March, 1977) and Rs. 0.93 
l_akh (for the period l April, 197 7 to 1 7 June, 1977). The demand 
Jor Rs. 0.24 lakl1 was set aside by the Appellate Collector on the 
ground of time bar without going into the merits. Appeals of the 
assessee against demands for Rs. 1.31 lakhs and Rs. 0.93 lakh were 
allowed by the Appellate Collector on the same grounds cited in the 
cac;e of Mfs. Surat Cotton Spinning and Weaving Mills and the de-
partment was asked to redetem1ine the demands. 

Para 2.49.-However, on perusal of the relevant records furnished 
})y the Ministry of Finance, the Committee find that the Appellate 
Collector while partly allowing the appeal of the assessee (Mfs. 
Mahendra Mills Ltd.) against the demand for Rs. 1.31 lakhs had also 
held that as the show cause notice for differential duty was issued on 
26 July, 1977 only even if any duty was payable by the assessee after 
rc-detem1ination, such duty had to be restricted for the period com-
mencing on 26 July. 1976 only. Thus. the plea of time bar advancl'd 
h~ the assessee was also partly allowed bv the Appellate Collector. 

Para 2.50.-The C('mmittce 0bservc from yet another nrdcr 
~..,<t"ised by the Appellate Collector partly allowing an appeal filed h\' 
th: assessee against the demand of Rs. 11.585 tm:vards short kvv dur-
::1g the period 15 July. 1977 to I 7 January. 1978 that th::- show cau<.,L' 
11()\ice was not issued by the department '"'ithin the rcquisit~ l'lcrit)d 

Para 2.51.-The Committee <Ire coPstraincd to infer from the 
fo;·,:'..!0in!! cases that the department h3d woefully failed in issuin.~· the 
dcm.and~ for dutv ":ithin the requisite perind and as a result of this 
d-:-1~''' tl{e demands \\'ere held to he time-harrcd in ~hl" nrdcrs-in-ap:v,~al. 
The Committee recommend that responsibility should br. fixed for the 
Lt!1~C. The Ministry of Finance should also identify the reason~ ft'r 
:-.uch delays in issue of demands for duty and take neccs~;:.try corrective 
measurer; in this regard. 

Para 2.52.-The Committee find that out of 1 0 cases involving 
under assessment of Rs. 6.02 Iakhs of dutv on account of similar mi"-
classifications reported from 4 other collectorates. 7 casc1.'.; were still 
under adjudication/decision. Out of the remaining three cases (re-
ported in the Calcutta Collectorate) demands for the under-assessments 
were yet to be raised in 2 cases involving a total dutv of Rs. 67 54R. 
The Ministrv of Finance have in their note merelv stated that the 
ucollector i~ h':!in!! asked to raised the demand''. Further. while 
intimating the position of recovery of duty in the case of B & C Milts 
under th; Madras Co11ectorate. the Ministry of Finance inter rrfin 
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stated that the case could not be adjudicated due to frequent changes of 
Assistant Collectors. 

Para 2.53.-The Committee are concerned to note that there have 
been inordinate delays in finalising cases involving heavy amounts of 
duty. Moreover the Ministry of Finance have not been able to adduce 
any plausible reason for the delay on the part of the Collector of Cen-
tral Excise, CaJcutta in raising the demands in two ~~:cases. The 
Committee arc unhappy that the Minist·ry of Finance have sought to 
justify the delay in adjudication by putting forth plea such as frequent 
changes of Assistant Co]lectors. The Committee recommend that a11 
such pending cases should be fmalised expeditiously and latest position 
regarding recovery of duty intimated to them. 

[S. Nos. 13 to 19, 21, 24 to 29 (Paras 2.3 7 to 2.43. 2.45, 2.48 to 
2 . .5~) nf Appendix VI to 96th Report of the Public Accounts Com-

mittee (Seventh Lok Sabha)l. 

Al"fi()n Takt•n 

The concerned Collectors of Central Excise of Ahmedabad. 
Baroda. Bombay t Jndorc, Madras and Calcutta have been directed to 
fix the responsibility for the under-assessments. for expeditious fmali-
s:ltion 1lf the pending cases of under-assessment and adjudication 
proceedings, to fix responsibility for allowing the demands to become 
time-barred. to identify the reasons for delays in issue of demands for 
duty, and for taking necessary correctiv\! measures. Instructions had 
hccn given to the Collectors of Central Excise to ensure that demands 
are issued well in time. A copy of D.O. letter F. 1\:o. 234!13/82-CX. 
7 dated 26-4-1982 of Member (Central Excise) addressed to all 
Collectors of Central Excise is enclosed. 

1~1inistry of Finance (Department of Revenue) ktter 1\o. 234/ 
23'R2'C'X-7 dated 18-2-19831 

A. K. HANDYOPADHYAY. 
Member (Central Excise) 

My dear, 

(COPYl 

D.O. F. No. 234,13;82 CX 7 
Government of India 

M inistrv of Finance 
(Deptt. of Revenue) 

Central Board of Excise and 
Customs. 

New Delhi. the 26th April. 'R2 

Lately 1 tind that in many cases the demands of Centr~~ 
Excise duty are getting time-barred. As a matter of fact. the Pubbc 
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Accounts Committee has also observed that in many instances there 
.is no timely issue of demands and the demands are found to be time-
barred or held as such by appellate authorities. This is a very disturb-
ing situation. As you are aware, whenever there is an Audit obje<.·-
tion and prima facie the same is sustainable, demand should be issued 
immediately when the objection is raised. This holds good both for 
Internal Audit and CERA objections. Some times. however. demands 
arc not raised and either a clarification is sought from the Board or 
th~ matter is put up for discussion in a Tariff Conference wry late. 
In this regard, both the Held formations and the Audit have a cle~~r-<.:ut 
rcsprmsibility. If, in any case, demand is not raised v. ben it ought to 
kn·c been raised, the staff concerned would be al'tswe:r:1bh.: 1\)r th.: l:Jp~c. 

Your~, sin~·~rci:·. 

Sd - :\. K. fl:Plu)uradhyay. 

All Collectors Pf Centra] E:xL·isc. 



CHAPTER Ill 

RECOMMENDATIONS AND OBSERVATIONS WHICH THE 
COMMITTEE DO NOT DESIRE TO PURSUE IN THE LIGHT OF 

THE REPLIES RECEIVED FROM GOVERNMENT 

Recommendation 

The Committee are constrained to infer from the foregoing that 
while issuing instructions in 1976 and later in 1978 adequate care was 
not c~crcised by the Board in examining and analysing the issue tho-
roughly. The fact that the defects in the Tariff Advice!instructions 
coullf be detected and corrective action taken only as a i"esult of the 
follow-u-p action on the objection raised by the Statutory Audit would 
:--ecm to indicate the inadequacy of the departmental machinery in 
scrutinising the instructions before their issue. The Committee would. 
therefore. strongly recommend that the Ministry of Finance should 
dcYisc an effective machinery in order to ensu·re that the tariff advice, 
daritications and other instructions issued by the Board are properly 
-:-rutiniscd in all respects before they are issued. 

!Serial No. 7 (Para 1.45) of Appendix Vl to 96th Report of the 
Public Accounts Committee (Seventh Lok Sabha)]. 

Action Taken 

Th~ issues in dispute with i·ega-rd to classification and valuation of 
l~h.: ~xcisahle goods are generally discussed in the Tariff Conference 
'Yhl"rt· the views of technical authorities like DGTD and Chief Chemist 
art· also obtained. The issues are further examined in the Board's 
ntli<:e in consu)Jation with the technical authorities like lSI, DGTD and 
the l"Oncerned Administrative Ministry. if the need be, and then a 
linal view of the matter is taken. This is the general procedure follow-
l'J while issuing Tariff Advices and other instructions to the field for-
mations. However, in the instant case, divergent practice in assess-
ment of motors coupled with gear mechanism contained because the 
Collector of Central Excise, Bombay-11 could not bring this fact to 
the notice of the Board. The detailed instructions have since been 
isi)Ucd to all the Collectors of C cntral Excise, to the effect that diver-
gent practice of assessment should not be allowed to continue. and if. a 
<.livcrgent practice of assessment is being followed in their charge in 
respect of any commodity. the same should be brought to the notict! 

17 
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of the Board inunediately for taking necessary corrective measures vide· 
Ministry's metter No. 146/6/81-CX-4 (Pt.) dated 22nd July, 1982. 

[Ministry of Finance (Department of Revenue) letter No. 234/ 
11/82-CX-7 dated 26 November, 1982]. 

Recommendation 

The Committee are concerned to note from the information fur-
nished at their instance by the Ministry of Finam.~e that no inform 
procedure was being followed by different Collectorates in the assess-
ment of electric motors. The Ministry of Finance have attempted to 
explain this serious shortcoming in the functioning of the department 
hy merely stating that 'no specific reference indicating different assess-
ment proceduTes was made to the Ministry excepting the issue discussed 
in the Tariff Confe-rence leading to the issue of T.A. No. 89/S 1 dated 
31-8-81 '. The Committee cannot accept this explanation in view of 
the fact that the matter had been discussed in a Tariff Conferenct· 
even in April, 1977. The Board have been clearly remiss in perform-
ing their supervisory role. The Committee cannot also understand as 
to how such shortcomings in the functioning of the Department as 
prevalence of divergent assessment procedures 1.wer long periods in 
respect of the same excisable item in different Collectorates could not 
be detected by the departmental organs like the Directorate of Inspc'-'· 
tion. ln the instanr case the fact that different assessment procedure~ 
were being followed by different Collectorates in the assessment of 
electric motors came into light only after the matter was inquired inh' 
by the Committee. The Committee expect the Board to be mon: 
vigilant in performing their supervisory Tole and such divergent pra\.:-
tircs should not go um1oticcd for too long. The Committee may also 
be informed of the machinery which exists for bringing about unifor-
mity in the procedure followed by the different ColJectorates. 

[ S. No. 9 (Para 1.4 7 ) of Appendix VI to 96th Report of the Publk' 
Accounts Committee (Seventh Lok Sabha) l 

Action Taken 

The matter regarding assessment of geared motors was discussed 
in the 2nd South Zone Central Excise Tariff Conference held at Ban-
galore in April. 1977 and the Conference felt that the T.A. No. 14}76 
did not need review. However, it was clarified in circular No. 1 I 
Electric Motor issued under F. No. 146/10/76-CX-4 dated 1st May, 
1978 that the units assembling geared motors by manufacturing in 
their premises the gear mechanism and procuring from outside duty 
paid elec.tric motors, should be brought under excise control and the 
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geared motors produced by them should be subjected to excise levy 
under item 30 of CET. Such manufacturers would be eligible to 
proforma credit in respect of electric motors received in their prerni~~·~ 
for further manufacture of geared motors. Thus, the object of the 
above Circular was to charge excise duty on the additional value of the 
gear mechanism attached to the electric motor. If there was a diver-
gent practice of assessment the Collectors should have corrected the 
said practice in view of the instructions contained in the above Circu-
lar. However, no specific reference was made by the Collectors to the 
Ministry regarding the divergent practice of assessment being followed 
except in thl' 14th West Zone Tariff-cum-General Conference, held at 
Bombay on the 16th and 17th March, 1981. 

2. The divergent practice of assessment is generally brought to 
the notice of the Board in the Tariff Conference and whenever a parti-
cular case is brought to the Board's notice immediate action is taken 
to rectify that practice. The divergent practice of asse~sment is ;J!so 
sometime pointed out py the asscssees on a specitk reference made by 
them tn the Board. These are inquired into and necessary remedial 
measures arc taken. Ho\>v'ever. the Collectors have since been instruct-
ed to bring to the notice of the Board immediately if there is any 
divergence of practice followed in their Collectoratcs regarding classi-
ficationjassessment of the excisable goods. 

[Ministry of Finance (Department of RcvcnUl' l letter No. 13-!./ 
11/82-CX-7 dated 4 ~ovembcr. 1982]. 

Recommendation 
Para 2.46.-Thc Committee find that in ont.' case 1·i::.. that of ~lis. 

Sun1t Cotton Spinning and Weaving J\.1ills. out l'f total demand~ ot 
Rs. 3.17 Jakhs~ a demand for Rs. 2.84 Iakhs wa:-. continued by the 
Assistant Collector. Against this, the assessee tih!d an appeal to the 
Collector (Appeals) Bombay, who allowed the appeal. A review pro-
posal was sent by the Collector to the Government of India. against the 
orders of the Collector (Appeals). In their orders l'n the review pro-
posal. the Government of India held the view that the amending noti-
fication dated 17th January 1978 had to be taken into account to 
clarify the matter and the ratio of that decision would also apply for 
concluding that the impugned order-in-appeal is IWt a fit case for 
review. In view of the Government's observation. it was stated that 
the department was redetermining the w hok dcmanu ( Rs. 3. l 7 lakhs) 
in order to see if any amount ·was chargeable from the assessee. The 
Committe\! abo lind that an appeal filed by another assessee, viz. 
Mahendra Mills Ltd. Kalol was partly nlloV~·ed by the Appellate Col-
lector on the same grounds. 
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Para 2.4 7.-To a pointed question of the Committee as to whether 
the amending notification dated 17 January 1978 could be applied 
retrospectively and whether the opinion of the Ministry of Law w&s 
obtained on that point, the· Ministry of Finance stated that '' .... this 
decision (in the case of Surat Cotton Spinning and Weaving Mills, 
Surat) was taken by Revisionary authority in a quasi-judicial capacity 
and it will not be appropriate for the M.inistry to ascertain from Revi-
sionary authority if the opinion of the Law Ministry was· obtained and 
to comment .... ··. The decision of the Collector (Appeals) had heen 
~cnt by the Collector fN review by the Government of India. The 
Committee's question apparently referred to this stage of review. The 
l\·1 in!stry·s answe-r is not relevant. The Committee would like to know 
why ihe question that the amendment could not haYc retrospective cfl'ect 
"a:-; lh1t taken into account at that ~tagc. 

I_S. !\tlS. 22 and 23 !Paras 2.46 and 2.47) of Appendix VI to 96th 
Rcp(lft of the PAC (Seventh Lok Sabha)l. 

Action Taken 

\\ 'hik taking the decision for not revi~wing the order in appeal 
p~i~':o~:.·d in respect of Mfs. Surat Cotton Spinning & \Vcaving Mills (P) 
Ltd. the Government of India did not make any direct reference to the 
\1 ini:.;try of Law for their opinion but the decision in the said case wa\ 
1,a..,cd on the decision taken by the Gowrnmcnt in the case of another 
urdl..'r in appeal cont:.tining an identical dcc:ision. While taking the 
Jeci~ion in the other case that the notification should be con~idcn:d in 
1hc nature of clarification or explanation which would equally appl) 
tn pa~:;t ~.·ases the Government relied on a Bombay High Court judge-
ment which was not appealed against by the Government of India on 
the has is of the advice rendered by the Ministry of Law. 

f\1inistry of Finance (Department of Revenue) letter No. 234/ 
23/82-CX-7 dated 20 June. 19R3]. 



CHAPTER IV 

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

AND REQUIRE REITERA TJON 

Recommendation 

The Committee find that the factory of the assc:.sec in the case 
umh:r examination was visited by Inspection Groups of the department 
on three occasions and once by the Assistant Collector (Audit) during 
th~..· period between March. 1976 and Jun~, 197H for checking the 
manufacturers accounts, manufacturing process etc. Surprisingly, none 
pf them were able to detect the· fact that the assessee was not paying 
duty in accordance with the in~tructions prevailing at that time. The 
Committee are unhappy that the Ministry of Finance have now sought 
tt' justify such patent lapses of their departmental surveilancc machine~ 
by o,;tating that 'the various Inspection Group~ visiting this unit ... -
earlier did not think it proper to realise duty on the combined value of 
(lc:i 1• Mechanism and the Electric Motor because of the fact that no 
Cica~· l\·1otor as such had come into exi~t·:ncc·. The Committee would 
rc·::· \l~-1mend that the Central Board of Excise & Customs should look 
into such failure of their mechanism for departmental control and 
I<tkL~Il appropriate measures in ord{"r to make excise sun·eilance more 
.;.· fr~ct i vc. 

[~. No. 10 (Para 1.48) of Appendix VI to 96th Report of the Public 
Accounts Committee (Seventh Lok Sabha)]. 

Action Taken 

The existing scheme of excise control no longer provides for 
·Inspection Groups'. The required 'excise surveillance is sought to bL' 
exercised now through Internal Audit parties and preventive partie~ 
apart from the normal staff of the Ranges. The Internal Audit partie-. 
41rc required to carry out periodical checks necessary to detect errors 
in assessments. Detailed guidelines for their functioning have been 
i..,~ucd by the Board under its Circular F. No. 206/5{78-CX-6 of 
11-7-?R. Preventive parties arc required, inter alia. to pay surprise 
\'i<:it'i to the excisable industrial units, carry out physical checks therein. 
ann arc expecte-d to collect intc:lligcnce about evasion. The visits and 

~1 
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inspections which the senior supervisory officers are expected to make 
in the normal course of their functioning, contribute to supplements 
the 'surveillance effort' of the range staff and the preventive and audit 
parties. These institutionalised arrangements in aggregate are aimed 
at providing the requisite amount of 'excise surveillance'. Improving 
the quality of their functioning in the very nature of things is a conti-
nuous and on-going task. 

[Ministry of F_inance (Department of Revenue) letter No. 234/ 
11/82-C'X-7 dated 16 March. 1983]. 



CHAPfER V 

RECOMMENDATIONS AND OBSERVATIONS IN RESPECT OF 
WinCH GOVERNMENT HAVE FURNISHED INTERIM 

OR NO REPLIES 

Recommendation 
The Committee note that it was proposed in the 1977-78 Budget 

to do away with the classification of cotton fabrics based on counts 
and to adopt with effect from 1 8 June, 1977 a classification based on 
value of the fabrics which admits of a higher degree of progression in 
the duty structure. However, at the consideration stage of the Finance 
(No. 2) Bill, 1977, it was decided to reintroduce a separate classifica-
tion with a separate rate of duty for fine and super fine fabrics in the 
interest of the dccentraJised sector, retaining the duty st-ructure based 
on value for other varieties of fabrics and a notification was accordingly 
issued on 15 July. 1977. The Committee were informed that even 
after issue of notification dated 15 July. 1977. difficulties in the appli-
cation of rules for determination of average count of yarn in cotton 
fabric~ continued to persist. The Ministry of Finance, therefore. 
n.'\·iewed the matter in consultation with the Ministry of Law and the 
rw1ilicatiun \\a~ :~m:..·nJcd ride ;1nothcr notification on 17 January. 
1978. In this connection the Ctlllllnittec find fn'm the relevant. 
records relating to the assessment in the case of ~'ljs. ~1ahendra Mills, 
Kalol, one of the assessces. wh~rc misclassificatt(m under tariff item 
191(2) haJ continued during th~ period between 15 July. 1.977 and 
1 () January. 1978 as well. The Committee \vould therefore. like to 
be informed of tht.· details of under-assessments due to such misclassi-
fication during the intervening period bt. .. tWt"l"'n 15 .l uly. 1977 and 16 
January. 1978 in all such cases. 

fS. No. 20 (Para 2..+4) of Appendix VI h) 96th Report of the 
Public Account:-. Clmllnitk\.' ( S~Y~nth Lok Sabha)). 

No reply received. 
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APPENDIX 

Conc:ltt.\·ion /Recommendation 

<. :• me ln ,j • •n · RccomJU'~Iltlat i qll 

a ·I 
-----------------------· 

The Committee are unhappy that the Ministry of Finance (Depart-
ment (,f Rcw•m..:) havt.! not furnished replies showing concrete action 
taken in rcsp.ect of recommendation contained at S. No. 20 so far. They 
desire that action taken reply to that recommendation should b4r sub-
mitted cxpcditiou~ly after getting it vetted by Audit. ~ 

In their Yhth Report w-hile dealing with a case of underassessment 
of excise duty pointed out by Audit due to non-inclusion of the value 
of gear mechanism in the assessable value of electric motors, the 
Committee had oh~.;crvcd that the erstwhile Inspection Groups and the 
Internal ;\udit parties (which were entrusted with the functions of the 
former subsequently) of the department had visited the factory of the 
assessee nn various occasions during the period of underassessnients 
and yet those departmental organs \\'hich were required to exercise 
excise control were unable to detect the irregularities in the assess-
ments. The Committee had. therefore. recommended that the Central 
Board of Fx.cise and C'ustollls should Jnok into such failures of the 
departmental L:ontrPI mechanism and take appwpriate measures in 
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order to make excise surveillance more effective. In their reply while 
enumerating the institutional arrangements for exercising control over 
the assessees. the Ministry have inter alia stated that the internal audit 
parties were required to carry out periodical checks necessary to detect 
errors in a..-sessments and detailed guidelines for their functioning had 
heen issued by the Board on I I July. 1978. The Committee regret 
to note that in their reply the Ministry of Finance have not indicated 
the specific steps taken by the Board to look into the reasons as to 
why and how the departmental mechanism had failed in detecting the 
irregularity in the present case and the remedial measures taken or 
pmposed to be taken so as to obviate recurrence of such lapses in 
future. The Committee: need hardly point out that mere issue of 
instructions \Vithout any proper supervision and review of the level of 
performance cannot be expected to bring about any qualitative im-
provement in the functioning of the Excise department. It is impor-
tant that Internal Audit and other departmental mechanisms are 
cflkicntly u-;cd as effective tools of management control and their 
performance is kept under close watch. The Committee therefore 
reiterate their earlier recommendation that the Board should look into 
the reasons why-· the departmental machinery had failed in detecting 
th~ irrcgularitic"i and take appropriate measures to make excise control 
more effective. 

The Committee note that in pursuance of their recommendation, 
the Ministry nf Finance have now laid down a time limit ·for decidin~ 
ra~c"i pending with the Excise dcrartmcnt in which dutv has been paid 
"undt•r protc:~t... According tn the instruction-; issued hv the Central 
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Board of Excise and Customs on 15 July, 1 982, the Collectors are 
required to make every effort to ensure finalisation of cases where duty 
1s being paid under protest, within a period of three months from the 
date ('fl which the representation under rule 233-B(S) of the Central 
Excise Rules. 1944 has been filed and in any case not later than six 
months from that date. The Committee hope that the instructions 
\Viii he scrupulously complied with both in letter and spirit so that 
such cases arc disposed of promptly and the cases of payment of duty 
··under protest"· arc not allowed to linger on indefinitely. Tile Com-
mittee v.:ould like to be informed of the number of cases during the 
year 1982-83 when the duty was paid under protest and the number' w 
of cases which. were not finalised within the period of six months and = 
the administrative steps taken in such cases. 




