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INTRODUCTION 

I, the Chairman of the Public Accounts Committee, as authorised 
by the Committee, do present on their behalf this Thirty-kst Report 
on the Action Taken by Government on the recommendations of the 
Public Account? Committee contained in their 111th Report (Fourth 
Lok Sabh~) relating to Union Excise. 

2. On the 8th July, 1971, an "Action Taken" Subcommittee was 
appointed to scrutinise the replies received from Government in pur- 
suance of the recommendations made by the Committee in their 
earlier Reporh The Sub-Committee was constituted with the fol- 
lowing Members: 

Shri B. S. Murthy -Convener 

2. Shri Bhagwat Jha Azad 7 
3. Shri Ram Sahai Pandey 
4. Shri C. C, Desai Members 
5. Shri Thillai Villalan 
6. Shri Shyama La1 Yadav 

3. The Actiou Taken Notes furnished by the Government were 
coasidered by the Action Taken Sub-Committee of the Public Ac- 
counts Committee (1970-71) at their sitting held on the 8th December, 
1970. Consequent on the dissolution of the Lok Sabha on the 27th 
December, 1970, the Public Accounts Committee ceased to exist from 
that date. The Action Taken Sub-Committee of the Public A m t s  
Committee (1971-72) con-idered and adopted this Report at their 
sitting held on the 29th December, 1971 based on the suggestions of 
the Sub-Committee of PAC (1970-71) and further information receiv- 
ed from the Ministry of Finance (Deptt, of Revenue and Insurance). 
The Report was finally adopted by ~e Public Accounts Committee 
on the 2 k d  February, 1972. 

4. For facility of reference the main conclusions~recommendati~ 
of the Committee have been printed in thick type in the body of the 
Report. A statement ehowing the summary of the main recommends- 
tions/obaervations of the Committee is appended to the Report ( A p  
pendlx XIX) . 



5. The Committee place on record their appreciation of the com- 
mendable work done by the Convener and the Members of the Action 
Taken Sub-committee (1970.11) in considering the Action Taken 
notes and offering suggestions for this Report which could not be 
Amalieed by them because of the mdden dissolution of the Fourth 
Ldd bbha. 

6, The Committee place on record their appreciation of the aosis- 
tance rendered to them in this matter by the Comptroller and 
Auditor General of India. 

MEW Dm; ERA SEWIYAN, 
2?nd February, IN?, - .- - - - - - . - . - Chairman, 
3rd Phalguna. 1893(S). Public Accounts Committee. 



REPORT 
Thie Report of the Committee deals with action taken by Govern- 

mat  on the recommendations contained in their 111th Report 
(Fat141 Lok Sabha) on Chapter 111 of Audit Report (Civil) on 

Revenue Receipts, 1969 relating to Union Excise which was p~sen ted  
t:, the House on the 30th April, 1970. 

1,2. Action taken notes have been received in respect of all the 91 
recommendations in the Report. 

1.3. The Action taken notes jsta tements on the recommendations 
hdve been categorised under the following heads:- 

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

S. Nos. 1, 2, 3, 5, 6(i), 6(iii), 6(vi), 7, 8, 9, 10, 11. 12(iii) 
12(iv), 13, 14, 15, 16, 17, 18, 19, 21, 23, 24, 25, 26, 28, 31, 
33, 34, 37, 39, 40, 41, 42, 44, 45, 51, 52, 53, 54, 55, 56, 
59, 60, 63, 64, 63, 66, 69, 72, 73, 74, 75, 76, 77, 78, 79, 
82, 83,84, 85, 86, 90 and 91. 

(ii) Recommen&tions/Observath which the Committee do 
not like to pursue in view of the replies of Government. 

S, Nos, 4, 27,38,48,47,48,49, 50,61,62, 70,1 and 81. 

(iii) Recmmendat~lObseruaCians replies to which have not , 
been accepted by the G w m m m t  and which squirt 
reiteration, 

S. Nos. 6(ii), 6(iv) and Nv) .  

(iv) R o c o m ~ J O b s e r r r a t i o n s  in rsDpsct of which Gou- 
emmmt have fumishcd iartwim r@a. 

SI. NOS. 12(i), 12(ii), 20, 22, 29, 30, 32, 35, 36, 43, 57, 
58, 67, 68, 71, 87, 88 and 8!4. 

LC The Commitke hope tbst lSnrl replies ip regard to those re- 
commbasrtioas to wbirh only Wrim reporb have so far been fur- 
hfP1ISd wII b uuhnitted to them e ~ t i o a s l y  after getting tbem 
W e d  by sudM 



1.5. The Committee will now deal w.th the action takeq by Gov- 
ernment on some of the recommendations. 

Grant of Exemption by Executive Notigations: Sr. No. G(ii)-Pa@ 
1.25 (ii) . 

1.6. In paragraph; 1.20 to 1.25 of their 111th Report (Fourth 
Lok Sabha) the Public Accounts Committee had dealt with the grant 
of exempti ~ n s  by the Executive through notifications. The Committee 
had observed : \ 

"1.25. The Committee feel that the existing position in regard 
to grant of exemptions by the executive through notifica- 
tions or special onders leaves a lot to be desiied. The Com- 
mittee recognise that, in administering a fiscal measure, a 
number of problems are likely to arise and that. of neces- 
sity, the executive will have to be given sufficient flexibi- 
lity by the Legislature to facilitate smooth and effective 
tax administration. At the same time, it is necessary to 
bear in mind that the power given to the executive to 
give exemptions is only a form of delegated or subordinate 
legislation, which should not be so freely used as ta vitiate 
the intentions of the legislature. Against this background, 
the Committee wish to make the following suggestions:- 

(ii) 'Tariff schedules shou!d be left to be framed by Parlia- 
ment and the tendency to sub-divide the tariff through 
notifications should be arrested. Parliamentary cantrol in 
this field is vital, as it provides an opportunity for differ- 
ent shades of representative opinion to influence taxation 
proposals. The power given to the executive to modii 
the effect of the statutory t a r 8  shwid be regulated by 
well-defined criteria which should, if possible, be written 
into the Central Excise Bill now before Parliament." 

1.7, In a note dated the 30th October, 1910, the Ministry of 
Finance (Department of Revenue and Insurance) stated: 

"The observationslrecommendation8 made by the Committee 
have been noted. But since, tbey raise policy quedons of 
far reaching implications, these are being examined by 
the Government, in greater detail and as soon ag a deciaion 
is arrived at, it will be duly communicated to the Cam* 
mittee." 



a 
1.8. In their subsequent note dated the 3rd May, 1971 the Depart. 

wt of Revenue and Insurance have stated as under:- 
'The recommendations/observations made by the Committee 

have been examined by the Government and the follow- 
ing decisions have been taken: - 

* * * * * 
(ii) (a)Most of the notifications, which are issued and which 

subdivide the tariff, are tho@ which w e  issued at the 
time of making Budget proposals. All thew are discus- 
sed when the Fmnce Bilk comes up for consideration 
of the House. However, at the time of processing of 
Budget poposals, all the information is not readily 
available, and, therefore, it becomes necessary to grant 
relief to some sector of the industry through a notifica- 
tion. In the circumstances issue of such Notifications is 
unavoidable. Nevertheless, steps are being taken to 
make a review of the existing sub-divisions brought 
about by notifications and in respect of such of those, 
which are of a permanent nature. The Government 
will consider to make them a part of the tariff. 

(b) The Government feel that it is not possible to write 
down, in specific terms, well defined criteria, in the 
Central Excise Bill, on the basis of which exemption 
notifications should be issued. However, an attempt 
would be made to work out some broad categories which 
would provide necessary guidelines for consideration of 
a se s  for granting exemption from duty." 

1.9, The Committee note from the Government's reply that nu 
attempt would be made to work out some bma categories which 
would provide necessary guidelines for consideration of cases for 
granting exemption from duty. The Committee desire tbt the 
broad principles regulating the power of the Erecutive to modify 
the effect of the statutory tariff through notifieaLns should be de- 
fiued and incorporated in the Central Brciae Bill to be introduced in 
P u l i e a t .  
ST. No. 6 (w) and (v), Para Nos. 1.25 (iu) and (v). 

1l0. In paragraphs 1.20 to 1.25 of their 111th Report (Fourth Lok 
Sabha) the Public Accounts Committee while dealing with the grant 
of exemptions by the Executive through notifications, also observed: * * 1 * * 

"AU mptiop involving a cent percent relief from duty 
should require prior Parliamentary approval. A suitable 
procedure will have of m e  to be worked out to cover 
exigencies which may arise when Parliament is not in 
Seadon. 



(v) Exemptions in favour of individual parties, organisatkms, 
etc., whether by notification or by special orders 'should 
be avoided, and when absolutely necemy, should be 
reported to Parlianknt and a motion moved by the Execu- 
tive within a specified time for their consideration, failing 
which they should lapse." 

1.11. In their note dated the 30th October, 1970, as reproduced in 
page 2 the Ministry of Finance (Department of Revenue and Insu- 
rance) stated that the observations were being examined by Govern- 
ment in greater detail and as soon as a decision was anieved at, it 
would be duly communicated to the Committee. 

1.12. In their subsequent note dated the 3rd May, 1971 the 
Department of Revenue and Insqrance have stated as under: 

"The recommendations/observations made by the Committee 
have been examined by the Government and the follow- 
ing decisions have been taken: - 
1 1 * 1 * 

(iv) and (v) After very careful consideration, the Gov- 
ernment have come to the conclusion that it is not feasible 
to accept these recommendations. Apart from the fact 
that in the cases where full exemption from duty is grant- 
ed (either by notification or a special order) there is 
greater justification and urgency in doing so than in other 
cases, the number of such special orders issued under Rule 
8(2) of the Central Excise Rules or under Section 25(2) of 
the Customs Act, 1962, is so large that it would not be ~ O S -  
sible to either await the Parliament's approval before 

, issuing them, or, to move a motion and get it discussed 
within a specified time. Already, all the niiiflcations 
which are issued by the Executive are placed before the 
Parliament and it will also be possible to place the Special 
Executive Orders in favour vf individual parties or Organi- 
sations issued under Rule 8(2) of the Central Excise Rules 
or Section 25 (2) of the Customs Act, 1062, before the 
Parliament. This procedure should, the Government feel, 
meet the point made by the Committee. 

The Recommendation of the Committee will also neces~ibte 
an amendment of the Customs and Central Excise Laws. 
The new Central Excise Bill is to be reintroduced in the 
new Lok Sabha and, if considered neceesary, the qecific 
recommendation could be examined by the Select Corn- 
mittee to be appointed for the consideration of a e  Bill." 



1.B. The Committee are not satisfied with h e  reply of G w e m  
ment. Snce the reeaamepdatirm had been made after due eonai. 
fieration, they are convinced that it s h d d  be pogsible for Govern- 
mmt to obtain Pwliamenlary approval at least in cases where the 
revenue involved by issuing notifications under Rule 8(1) of the 
Central Exciae Wes is substantial or when the exemption notifica- 
tions have a recurring effect on revenue or where the exemptions 
ceuld be p~tponed. They aceordin~l~ desire that this should be 
acted upon. 

Self removal procedure: Para Nos. 1.55(i) and (ii), ST. NOS. 12(i) 
and (ii) . 

1.14. In paragraphs 1.36 and 1.58 of their 111th Report (Fourth 
Lok Sabha) the Public Accounts Committee had dealt with the 
self-removd procedure which was introduced in June, 1968. The 
Committee had observed as under:- 
--. 

"(i) The Central Excise Law as it stands now does not throw 
on the manufacturer the onus of proving that there has 
been no tax evasion. This was understandable as long as 
the Department were exercising physical checks on move- 
ment of goods, but now that these have been dispensed 
with the Committee would like Government to consider 
the feasibility of introducing a suitable provision on the 
lines of Section 123 of the Customs Act, 1962 in the Cen- 
tral Excises Bill pending before Parliament. 

(ii) Under the existing Central Excise Law, an assessee is 
required to produce on demand to the officers of the Cen- 
tral Excise De?artment and Audit parties accounts and 
records maintained by him in pursuant to the Act or 
Rules made thereunder. The Committee observe that, in 
the Central Excises Bill pending before Parliament, while 
a provision for inspection of accounts by the Central 
Excise officers has been made, there is no provision for 
inspection of accounts by Audit partiis. Government 
have promised to make a suitable provision in the Rules 
to be made under the new Bill when passed. The Com- 
mittee would feel hanier if a provision to the above 
effect is made in the Bill itself." 

1.15. In a note dated the 28th October, 1970, the Ministry of 
Finance (Department of Revenue & Insurance) stated as under: 

"The above suggestions are under examination in consultation 
with the Ministry of Law." 



1.16. The Committee note that their recommendations are under 
examination in consultation with Be Ministry of Law. They desire 
that Government should come to an early decision in the matter and 
inform them of it. 

Arrears of Excise Dutg: Para Nos. 1.87-1.89, (S. Nos. 25-27). 

1.17. Commenting upon the heavy accumulation of arrears of 
excise duty, the Committee had observed as under in paras 1.87-1.89 
o! their 111th Report (Fourth Lok Sabha). - 

"In successive Reports on Customs and Excise, the Committee 
have been expressing concern over the heavy accummu- 
lation of arrears of excise duty. The Committee regret 
to observe that during the year under report, the position 
has further deteriorated. The arrears which amounted 
to Rs. 16.07 crores on 31st March, 1967 rose to Hs. 21.29 
crores on 31st March, 196&an increase of nearly 33 per 
cent in one year alone. This shows that effective steps 
have not been taken by the Board pursuant to the re2eat- 
ed exhortations of this Committee to reduce arrears. The 
Committee feel that Government will have to act with 
greater vigour if the arrears are to be liquidated at  an 
early date. 

As in previous years, the largest arrears were accounted for 
by unmanufactured tobacco (about Rs. 3.84 crores) of 
which nearly 77 per cent were pending for more than one 
year. The Committee would like vigorous drive to be 
launched for the speedy clearance of these arrears. 

In their 72nd Report (Fourth Lok Sabha) the Committee had 
dealt with the excise-arrears amounting to Rs. 3.14 crores 
on account of glass wool fibre. The Committee were 
then informed that Government were considering the 
question of withdrawing the relevant demands, in consul- 
tatiorf with the C. & A.G. The Committee regret to ob- 
serve that although a year has elapsed, no decision has 

I yet been taken. The Committee desire that the matter 
should be settled speedily". 

1.18. In their note dated the 25th November, 1970 the Ministry of 
Finance (Department of Reveplue & Insurance) stated : 

1.87,1.68. "The observations of the Committee have been 
brought to the notice of all concerned for guidance end 



txpeditious action. A copy of instructions issued in this 
connection vide letter F. No; 11/28/70-CX-7, dated 16th 
Clctober, 1070 is enclosed (A~pendix I). 

It mny be stated. in this connection that most of the arrears 
relate to disputed assessments, court cases, appeals/ 
revision applications before the Board/Governrnent of 
India or under certificate action with the State Govern- 
ments. In respect of disputed assessments and cases 
under adjudication and court cases, no action to recover 
the dues could be taken until the proceeses of law were 
gone through. The Ministry have requested the Chief 
Secretaries of States demi-officially to expedite recovery 
of the arrears under certificate action as the recovery of 
such arrears had to be done by the State Governments in 
terms of Section 11 of the Central Excise & Salt Act. 

The progress of liquidation of arrears is kept under cloie 
watch by Government. Monthly progress reports are 
obtained from all Collectors by the D.1.C.C.E. who pre- 
nares a consolidated all India review every month and 
sends it to the Board. Fortnightly reports are submitted 
by Collectors demi-officially reportin$ progress of re- 
covery of arrears. Instructions are issued to the Coll~c, 
tors who do not show satidactorv progress towards 
liquidation of arrears. 

It may be mentioned in this cmection that of the arrears 
amounting to Rs. 21.29 rrores as on 31st March, 1968. d n  

amount of Rs. 5.35 crores has been realised by 31st March, 
1970. The reasons for increase in the a m n t  of arrears 
as on 31st June, 1968 over those in previous vears are:- 

(i) The Central Excise coverage is nnw vast and has brought 
within its net a very large number of manufacturers, big 
and small, some of whom have a tendency to dispute 
every notidcation or its interpretation, and resort fip- 
quently to Appeal or Revision Application procedure 
and do not, therefore, psy the dues demanded from them 
until their cases in adjudication, appeal, revision petitions 
b the Government of India and/or in the Courts 05 Law 
have been decided, This general consciousness and pow- 
ing eagerness amongst the trade for availing of all 
remedies available in law to avoid or postpone payment, 
Is, thereiore, primarily responsible for the delay in col- 
lecting arrears of duty. 



(ii) Unsatisfactory pace of disposal of certificate cases for 
recovery of the dues by the State Governments, who are 
entrusted with the recovery of the dues which are not 
paid in the ordinary course, is another reason causing 
delay in recovery." 

1.89. "The Central Excise Bill has since been introduced in the 
Lok Sabha on 4th August, 1969 and the Government are 
awaiting the outcome of the Select Committee's delibe- 
rations on this Bill, after which, it may be possible to 
take some concrete action regarding the arrears of Excise 
duty on glass wool/iibrel'. 

1.19. The Committee note that out of the arrears of excise duty 
amounting to Bs. 21.29 crores as on 314 March, 1968 an amount of 
Rs. 5.35 crores had been realised by Ust Match, 1970. They would, 
however, l i e  Government to keep the position under constant w 
$ew and make attanpts to progressively reduce the arrears. 

1.20. The Committee are given to understand that n "growing 
eagerness amongst the trade for availing of all remedies available in 
law to avtid or postpone payment is primarily responsible for tho 
delay in collecting arrears of duty". In this context the committee 
would like Government to examine the feasibility of making pay- 
ment of excise duty compulsory before filing an appeal in a disputed 
assessment. 

1.21. The Committee further desire that the position regarding 
arrears of excise duty on glass wool/fibre should be nported ta them 
after the passage of the Exrise Bill. 

1.22. hmmenting on the manner in which the Covernment had 
issued deviation orders granting concessional rates on certain 
lrarieties of cloth and sarees the Committee had observed in para- 
graphs 1.100 and 1.105 of their 111th Report (Fourth Lok Sabha) as 
under:- 

"1.110. There is bne other p i n t  which the Committee wish 
to mention. The deviation orders were originallv held to 
be beyond the competence of the Textile Commissioner 
by a Branch Secretariat of the Ministry of Law. When 
the matter was referred for a second opinion, the Minis- 
try of Law held that the Textile Commissioner was corn. 
Went  to permit deviations and that there was "only n 
defect in form". Since t h ~  defect in form has vitiated the 

i 
orders, the concession in rates of duty extended on the 
bength  of those orders now lacks legal authority. The 
Committee note that Government have issued 'crrats' to 



rsgu)ariee the podtion, but the Committee are doubtful 
whether it is ip order by this means, retrospedively to 
regularise a tax concession. The Committee would like 
authoritative legal opinion on %is point to be taken by 
Gobernment". 

"1,105. The Committee also note that the asseswe in this 
case ;got duty coacessiotls amounting to Rs. 1.88 lakhs on 
the strength of deviation orders isswd by the Textile 
Commissioner to oover sarees which were not of the width 
prescribed for "controlled cloth". In an earlier sedion 
of this Report, the Committee have suggested a compre- 
hensive investigation of all cases covered by deviation 
orders. The Committee have also pointed out that in the 
light of the legal bpinion that deviation orders were 
vitiated by "a defect in form", concessional assessments 
on the strength of these orders will lack legal validity. 
The Committee would like to be informed of the action 
proposed to be taken by the Government in the light of 
this position to validate the concessional assessments in 
this case". 

1.23. In their notes dated the 10th and 7th November, 1970, the 
Minidry of Fmign Trade stated: 

"1.110. An authoritative legal opinion in regard to the validi- 
ty of "deviation orders" even after issue of 'errata' to 
remove 'defect in form' had been obtained from the 
Ministry of Law and draft 'action taken' note was sent to 
Audit for vetting. The Audit Dqartment have expressed 
the view that the authoritative legal opinion should be 
obtained either from the Attorney General or Solicitor 
General of India. The matter has been referred to the 
Ministry of Law for further action. 

As already explained in this Ministry's 0.M. of even number 
dated 7th Navember, 1970, the relevant Ale has been sent 
to the Ministry of'law on 4th November, 1910 requesting 
them to obtain the opinion of the Attorney General or 
the Solicitor General. As soon as their opinion is 
received, a revised draft 'action taken1 note shall be pre- 
pared and sent to Audit for vetting. Simultaneously 
advance copiea of the draft 'action taken' note shall be 
sent to the Lok Sabha Secretariat". * I * * * 

*1,1(M. A comprehensive investigation of all cases covered by 
deviation orders is being conducted by two senior officers 
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of the Ministry of Foleign Trade. The remill of the in. 
vmtigation will be communicated to the PAC as soon 
as possible." 

1.24. The Committee note that the Ministry of Law have b 
a s k 4  to obtain an authoritative legal opinion in regard to the vall. 
dity of 'deviation orders' from either the Attorney General or the 
Solicitor General of India They would like to be a p p r l d  of the 
opinhm at an early date, 

Sanction of exass rebate under the srkme of incentive for e n e r r  
sugar production: Para Nos. 1.119 and 1.120, (ST. NOS. 33 and 94). 

1.25. Commenting on the tardy manner in which the schcme to 
encourage maximum crushing by sugar factories in the early part 
of the year was implemented, the Committee had observed as under 
in paragraphs 1.119 and 1.120 of their 111th Report (Fourth Lok 
Sabha) : 

"1.119. The Committee observe that a series of omissions occur- 
red in this case. In the first place, the scheme approved 
by the Cabinet envisaged that sugar factories which com- 
menced crushing early should be encouraged to maximise 
crushinf in the early ?art of the season. A rebate in 
excise duty was to be given to these factories if they pro- 
duced during this season more sugar than they had done 
previously. However, while nntifvin" the scheme in 
November, 1963 under the impression that 'factories in 
the South' commence crushing early, the  rebate in d u P  
of 50 per cent for July-Octobr season was made appll- 
cable only to factories in Madras, Mvsore and Keraln. 
even though the Cabinet had given no such dirwtive. 
Andhra Pradesh was not inrloded. but we3 bracketed with 
Maharashtra and the rebate of 50 per rent was extended 
to factories in these States for rrwhing in Navember 
only. 

Secondly, after it was pointed out thpt even factories in thew 
two States IAndhra Pradesh 2nd M~hnrashtra) commence 
crushing before November, the notification waa amended 
by Government in December. 1063 to extend 30 per rent 
rebate for the July.October season to factories in thew 
two States also. With this amendment Government with- 
drew the 50 Der cent rebate given in thcearlier notlflcr. 
timr to factories in these States for crushing in November. 
However, one of the factories in these States had claimed 



rebate for Ncwember on the basis of the earlier notifica- 
tion, and the excess payment of Re. 1.94 lakhs could not 
be recovered as it was held that a rebate allowed could 
not be. ntrospectively withdrawn. 

Thirdly, the retrospective withdrawal of the 50 per cent 
rebate for November affected not only the foregoing 
factory but five other factories in Maharashtra and 
Anilhra Pradmh which had done their cmshing in Octo- 
ber-November. However, only three of the six factories 
got the rebate, because they had recourse to legal reme- 
dies, whereas the other three did not get. 

1.120. The Committee consider it regrettable lltaf Govern- 
ment implemented the scheme of rebate in such a tardy 
manner. The relevant notifications, though wen by the 
concerned Ministries before issue, were loosely drafted, 
and Government also failed to collect adequate data about 
crushing season in different areas of the country before 
formulating the scheme. Besides a very fundamental 
point that a tax benefit or concession c o f l  iiot be with- 
drawn rctrospcctively was also overlooked. It is also very 
anomalous that only three out of six factories entitled to 
the rebate for November crushing should have got it, while 
the others were denied the rebate, simply because they 
did not have recourse to legal remedies. The Committee 
feel that Government themsulvcs should have in equity 
ex-gratia allowed the rebatc in three cases. The Com- 
mittee note that Government are now in the p r o d s  of 
formulating general guidelines to regulate the 7rocedure 
for refund in cases of excess collections of this type. The 
Committee would like the procedure for this purpose to be 
finalised early." 

1.28. In their note daled the 30th Octoher, 1970. the Ministry of 
Finance (Dcpartmcnt of Revcnt~e R' Tnsurancc) stated: 

"Thc Committee's observations have been noted. Ministry of 
Law have alrradv advisrd the hlinlstrv as follows in an- 
other mnection: 

'It would be anamolota to hold that the Government had 
no power to grant refund of a tax which had been ilk- 
gally collected when the party himself could obtain 
B U C ~  refund by going to Court. Any such construction 



would only result in un-necessary litiption and avoid. 
able expenditure. . . . .We would, therefore, favour the 
view that the relevant provisi6hs of the Act (Section 27 
of the C.A. 62 and rule 11 of the Central Excise Rules) 
bar only the nmedy but do not completely extinguish 
the right and it would be open to Government in appm- 
priate cases though not perhaps in exercise of its Re- 
visional jurisdiction to grant refund of taxes which 
have been erroneously or unlawfully realised'. 

In their judgement dated 1st September. 1969 in. the case of 
Union of India Vs. A.V. Narasimhalu (Civil Appeal 
No. 1361 of 1966) the Supreme Court have made the 
following observation. In this case, the Customs had re- 
jected the refund claim of the party on the ground of 
time bar:- 

'This was essentially a case in which, when notice was 
served, the Central Government should, instead of 
relying upon technicalities, have refunded the amount 
collected. We trust that the administrative authorities 
will act in a manner consistent not with technicalities 
but with a broader concept of justice, if a feeling is to 
be nurtured in the minds of the citizens that thc G o v  
ernment is by and for the people' 

In the light of the Ministrv of Lstv's advice and the Supreme 
Court's observations, this Ministry is, in consultation with 
the Comptroller and Auditor General, formulatina the 
general guidelines to regulate the procedurc for refund 
in deserving cases which are barrcd by limitation of time 
for claiming such refund." 

1-27. The Committee desire that the guidelines which Govern- 
ment are formulating in tonsultation with the Comptroll~r & 
Auditor General to regulate the procedure for refund 01 excise 6111~ 
in deserving cases barred by limitation oI. time for e ln imi~  refund, 
should be finalised early. 

1.28 hnmenting on the loss of revenue amounting ~o Ra 2.84 
lakhs due to improper classification of hair-h]ting yam, he corn. 
mitt@ had. in Para 1.254 of their 111th R~port  ( ~ o & h  hk S&e) 
observed: 

''he Committee note that Government g u b n d  a ]a of 



Rs, 1.89 ldths in this caw due to a failure to classify the 
item properly which resulted in an under asaeasment at 
duty, The chemical examiner attached to the Department 
was asked to undertake an examination of sam7les in 
order to determine the nature of the item but a complete 
report on the test was not sent by him at  any stage. The 
Committee note that the question whether disciplinary 
action is called for in this case is under consideration of 
Government The Committee would like to be informed 
of the results of Government's examination." 

1.29. In their note dated the 30th November, 1970, the Ministry of 
Finance (Department of Revenue & Insurance) stated: 

"The responsibility for the lapse could not be fixed as the 
relevant file seems to have been lost due to frequent 
shifting of the offlce and the office records, but efforts are 
being made to re-construct the file by calling for the 
relevant correspondence made to other offices, and, if the 
complete file is reconstructed, Ulen the question will be 
examined for fixing the responsibility on the officer con- 
cerned." 

1.30. The Committee arc not satisfied with the reply furniqhed bg 
the Ministry of Nnance. They desire that the relevant fik should 
be reconstructed and the question of taking dineiplinery action for 
the lapse that occurred decided upon expeditiously. They would 
nlso like Government to investigate into thr loss of file and fix 
respondblIiQ. ,, 

Loss of revenue arising from duty free removal of samples @ trnde 
purposes: Para No. 1.311 (Sr. No. 84). 

1.31. Commenting on the manner in which concessions in excise 
duty were allowed through cxecutive instmrtinns, the Committee 
had observed -3s under in para 1.311 of their 111th Report (Fourth 
Lok Sabha): 

"This !is yet another of a number of cases which have come to 
the Committee's notice, whew Gowrnment had fiiven con- 
cessions in excise duty through Executive Instructions. 
The Ministry have now stated that the auestion of issuing 

ibus notification is under examination of Govern- 
As the concessions given by Government do not 

have 8 statutory backing, the Cnmmittee desire that this 
should be done without any furthrr delay." 



1.32. In their note dated the 30th October, 1910, the Ministry of 
Finance (Department of Revenue & Insurance) stated: 

"The omnibus notification, which will cover a large number 
of existing instructions regulating the grant of exemp- 
tions on samples, has been flnalised jn consultation with 
the Ministry of Law and has been sent to the Ofecfal 
Languages Commission for Hindi trans1at;on. A copy of 
the notification when issued will be sent to the Com- 
mittee. 

2. It may, however, be mentioned that it has not been ?oasi- 
ble to cover all such concessions in the draft omnibus 
notification as the Law Ministry did not agree to the in- 
clusion of some of those in respect of which the quantities 
k, be exempted were not specifically notified, Since this 
would have delayed the matter further, it has been de- 
cided to exclude those from the present omnibus noti- 
fication. The Government, however, arp examining those 
cases separately." 

1.33. In a subsequent note dated the 2nd April, 1971, the Depart- 
ment of Revenue and Insurance stated as under: 

"A copy of Notification No. 171/7O dated 21st November, 1970 
is enclosed herewith for the information of the Com- 
mittee". p o t  printed) 

1.34. The Committee arc glad to aote that Govenunent have 
issued h e  omnibus notification granting roncessions in excise duty 
on certria items, They would, however, likn that the exemption 
cam kft out of the present notifidion which are dated to be 
under examination should be Lalised for inclusion in r supplemen- 
tary notilkation without delay, 



RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN 
ACCEPTED BY GOVERNMENT 

Becommendations 

The Committee observe that as many as 638 exemption notifka- 
tiom issued by the Central Government/Central Board of Excise 
were in operation in September, 1961. These notifications, covering 
virtually the entire gamut of excisable commodities, had au tho r id  
a substantial departure from the statutory tariff. In a number of 
cases, they had introduced new categories under the tariff, in the 
process of spelling out criteria for the grant of exemptions, The 
tariff relating to cotton fabrics, for example, contained only 5 catego- 
ries when it was approved by ParUament. The effective operating 
tariff, however, specifies as many as 20 categories eligible for assess- 
ment and another 23 eligible for exemption, in an effort to introduce 
greater progresson in the rate structure. It is not only the cotton 
fabrics tariff that has been elaborated in this fashion; the data fur- 
nished to the Committee shows that the statutory tariff in respect of 
as many as 56 commodities has undergone amplification. These h e  
distinction8 introduced into the statutory tariff have, in the Commit- 
tee's opinion, complicated the administration of the tariff, making 
assessments an elaborate and time-consuming process. An number 
of instances have been given later in this Report wbere exemption 
notiflcations have led to protracted delay in finalisation of assess- 
ments, with all attendant complications. 

Apart from complicating the tariff these notiflcations have been 
utilised by the executive to extend substantial duty concessions. 
Taklng the notiflcations issued in the year 1987 alone, the Committee 
observe that Gove%nent/the Board issued 219 notifications cover- 
ing 51 different excisable items, including major revenue yielding 
commodities like sugar, tobacco, motor spirit, kerosene, iron and steel 
products, cottan yam fabrics etc, As many as 185 (of the 275) noti- 
f l ca t lo~  gave exemptions ranging from 50 percent to 100 pemnt  of 
the statutory rates of duty. Of these the number of nottncations 
which gave total exemption from tariff ratea was 128. The Commit- 
tee condder it extra-ordlnuy that delegated powera $vbn to the 
executive should have been exercised to render the statutory tati& 
a nullity In a majority of caw.  



Another aspect of the exemptions is the fact that, in some cam,  
exemption from duty was given with retrospective effect, though, as 
has been pointed out by tht! Attorhey bnera l ,  the executive does 
not at prasent enjoy this power. The data given ,to to theCpmmfttse 
shows that 7 of the,tmmption notifications issued in 1967 took retros- 
pective effect. Government have not been able to indicate what 
these retrospective exeaptlons cost in 5 of these cases, where the 
exemp4ions had monetary effect. The Committee can only cronclude 
from tihiis that Government gave exemptions In these c a r s  without 
even mr ta in ing  what revenue the public exchquer would hmgo 
themby. 

[Sr. Nos. 1,2 and 3 of Appendix VII (Para Noa 120, 1.21 and 1.22) 
of 111th Report (Fourth hk Sabha).] 

Action Taken 

TRe obsnrations of the Commlttee have been n M .  

PiIllrtry of Finance (Deptt. of Revenue & Insurance) 0.M. No. 
1/8/?WX-2/CX-7, dt. SO-10-1870.1 

lkcommcnda tions 

In the Cohlmittee's opinion, the plethora of exemption notifications 
suggemp that exemptions are given by the executive under pressure 
from concerned interests. Such pressures generate counter-pree 
sures, making it necessary for Government either to modily or 
amplify the scope of exemptions given. The representative of Minis- 
try of Finance admitted during evidence that "as a general propooi. 
tion, it is pmbably true that there is pressure", though he added that 
'in cues where prwure  was justified, lhcre could bc an arguable 
case bor making an exemption." 

Tle Committee toel that the existing position in regad to pant 
nf ~a3ptiom by the executive through aotificationr or splcirl onkrs 
leave) a bt to be dtaired. The Committae mgnisc that, tn rdmb 
nihrhg a flacal measure, a number of problem ace likely to rrhe 
and thrt, of necsnnlty, the executive will have to be #inn d l l d e n t  
fl&!klWUty by the Legbhture to fwilItrk emoath ;Utd &0hrcr t a ~  
administration. At the same time, it is neccswry to bear in mbd 
that the power given to the executive to give exemption# Is only a 
form of delegated or subordinate lelfieletion, which should not bo w, 



freely used as to vitiate the intentions of 'the legislature. Against 
this background, the Committee wish to make the following mgges- 
tim: 

(i) All operative exemptions, whether granted by notification 
or special orders, should be reviewed as an exercise pre- 
liminary to their rationalisation. 

(if) No exemption lrhould be given without an assessment of 
its Anancia1 implications in eo far aa they can be deter- 
mined. The monetary implications of the notifications, 
where determinable, should also be indicated in the me- 
morandum appended to the notifications at the time they 
are placed before Parliament. 

(iii) The intentions underlying exemption notifications are by 
arid large unexceptionable. They ere veant to bcneflt 
small-male units or provide incentive for production of 
certain items or for the use of a particular raw material 
in the overall interests of the economy. However, as 
these exemptions tend to distort the commodity tax pat- 
tern, the scope und advisMity of gr@t of these benefits 
or incentives through non-fiscal devices, such as subsidised 
supply of raw material, power, etc. should Rrst be examin- 
ed, so that duty exemptions are restricted to the absolute 
minimum. 

[Sr. Nos. 5, 6(i), 6(iil) & 6(iv) Para NO$. 124 & 1.25 (i), (iii) and 
(vi) of Appendix VI I  to 111th Report (Fourth Lok Ssbho).] 

Aetkn Wen 

The recommendstions/obse~~atio~ made by the Committee have 
been noled. But since, they raise poUcy questions of far reaching 
implications, these are being examined tiy the Government in p a -  
ter detail and as m n  as a decision is arrived at, it will be duly com- 
municated to the Committee. 

[Minktry of Finance (Deptt. of Revenue & Insurance) O.M. No. 
1/8/70-CX-2/CX-?, dt. 30.30-1910.3 

The mxrnuarndaUorurlobse~~atlo~ made by the Committee ham 
bsan examhod by the G o v e q t  md the following decisions have 
lrsan !&an:- 



inatructions are being issued to undertake a review of all 
qntiilcations, and special orders under Section 2!i (2) of t& 
C u s k  Act 1962 and Rule 8(2) of the Central Excise 
Rules, 1944, with a view to bringing about rationalisation, 

(ii) The recommendation of the P.kC, is accepted and action 
will be taken accprdingly in future. 

(iii) The recommendation made by the Committee is accepted. 
In fact, even at present, whenever, an exemption is grant- 
ed in respect of a particular tariff item, the Ministries con- 
cerned are consulted before hand and the possibility is ex- 
plored whether the relief could be provided through other 
means. However, this will always be kept in view in 
future also. 

[Ministry of Finance (Deptt, of Revenue & Insurance) O.M. No. 2391 
7171--CX-7 dl. 3-5-71]. 

I t  is a matter of common knowledge that 'ad valorem' and specac 
levia represent two zfferent and distinct types of tax. In one, the 
duty is related to the value of the product taxed, so as to make the 
tax progresive, wbile in the other, there is a speciRc rate of duty, 
regardegg of the value of the product. The Committee are therefore 
doubtful whether the executive can, in exercise of its delegated 
powers to grant exemptions, convert an 'ad valorem' into a specific 
duty. The Committee note that pursuant to a suggestion made by 
them earlier the matter has been referred to the Attorney General 
for an opinion. They would like to be apprised of the outcome of 
the reference. In the meanwhile, the Committee would like Govern- 
ment to compile data about all operating notifications which have 
had the eirect of converting an 'ad valorem' duty into a specidc duty 
and vice versa. 

As an off-shoot of this issue arises the question whether a notiflca- 
tion isgimed by Government, which substitutes specific rate of duty 
for an 'ad valorem' W, will continue to be valid, after Parliament 
has furtber enhanced the 'ad valorem' duty originally fixed. The 
Committee note that the legal opinion on this point which Govern- 
ment haw not accepted, is that under such circumstances, Govern- 
ment will have to i m e  a fresh notification if the spcciflc rate of duty 
orfginaffy notiffed by them is to continue. The Committee arc not 
happy thrt Oovernment have not accepted tbt legal advice tendered. 
However, as the baeic question of the competence of the execuHve 



to rubstitute a spec& for an 'ud ycrkey' duty is itself under refe- 
rence to the Attorney-General, the Committee would not like at this 
stage lo make any observation on this point. 
[S. Nos. 7 & 8 (Paras 1.30 and 1.31) of Appendix VII lo the 111th Re- 

port (Fourth Lok Sabha).] 

Action Taken 

The opiniaa of the Attorney-General has since been obtained and 
a copy of the same is enclosed far the Committee's ready referonce, 
(Appendix 11). The AttorneyGeneral has ruled that the Executive 
cannot, in exercise of its delegated powm tu grant exemption, con- 
vert the adaalmetn Itvit!s into exempticms based on specific rates 
of duty. 

2. The necessary data about the operating notifications which 
have had the effect of converting an ad-valorem duty into specitk 
one and tritrc t w a ,  is being compiled and step are alw being taken 
to reviw all such notif~ation, 

[Ministry of Finance ( D ~ p t t  of Revenue & Insurance) O.M. No. 
1?/33/7O-CX-7, dated 18-11-1970]. 

The Central Excise Tarill is a complex tax re. measure covering 
a large range of commodities which attract varying rates af duty 
levied with reference to a host of criteria. As polnted out by tbe 
Committw riirlicr, the &riff has been further camplicated by the 
cxecutivc in the process of adminielration. It is only therefore fair 
to the ass(= that changes in the tariff effected from time to time 
which are notified to them through Trade notices, are consolidated 
at f q u e n t  intervals. Such a consolidated compilation, apart from 
acting as a facility to Ihc trade, would a h  aid the work of d n g  
officers. To fatilitate the work of the assessing o fken  further, the 
departmental manuals ~hould be r c v i d  and brought uptadate at 
frqumtintervals. 

[S, No. 9 (Para 1.35) of Appendix VI1 to the 111th RPport (Fourth 
Lok Sabha)]. 

The rmmmcndalions of the Cornmilt@ have been n o t d  

@inistry of Finance (Dcptt. of Revenue & Insurance) O.M. No 
12/2Q/70CX.7, dated 12.1&I(MO]. 



Central Excise Tariff is published annually by the Director. 
General Commercial and Intelligence, Calcutta. In addition to this 
S P I Branch is issuing Central Excise Tariff (wotking Schedule) 
annually. The first issue was issued in October 1909 and the current 
issue has just been brought out. The tariff will be brought out re- 
gularly in future also. C.E. Manual, 9th edition (corrected upto 
14-1968) has been printed and supplied to the Departmental o5cem 
and also put on sale to the trade. Correction list to this manual 
are issued at regular intervals and correction list No. 2 (upto 306 
1970) has since been issued. W~th the issue of correction list the 
manual becomes more or less uptodate. 

IMinistry of Finance (Deptt. of Hevenue & Insurance) O.M. No. 
I F. 12/29/7@-CX-7, dated 31-12-1970]. 

Recommendation 

In June, 1968, a radical change in the pattern of excise control 
was made when the system of 'physical control' which had been pre- 
valent since 1944, was replaced by a system of 'control through 
accounts and preventive checks'. The essense of the new system 
is "a large measure of trust in the manufacturers, their declarati~b 
and their accounts". The physical control previously exercised 
over the movement of goods from the production stage till the time 
they final$ left the production units have been dispensed with. 
The main consideration which impelled Government to introduce 
this system were the growing administrative burden on the Central 
Excise Departmdnt and complaints of abuses with the old system. 

[Sr. No. 10 (Para 1.53) of Appendix VII to the 111th Report (Fourth 
hk Sabha)] 

Action Taken 

The observations made by the Committee are factually correct. 

mnis t ry  of Finance (Deptt. of Revenue & Insurance) O.M. No. 
F-21/3/70(1)/CL6-CX-1, dated 21-8-1970]. 

Recommendation 

While the Committee appreciate the considerations which have 
led to the Introduction of the new system, they are anxioua that the 
tnat. repwed in the  manufacturer^ and their declarations is not 
abused, leading to evasion of duty. The Committee hope that Gov. 
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m m e n t  wil not slacken their vigilance and will m u r e  that t6e 
W n g  d the new system is kept under constant watch aa tbat 
loopholes bmught to light by experience are plugged expediuously. 

[S. No. 11 (Para 154) of Appendix VII to the l l l th  Report (Fourth 
Lak Sabha)]. 

Action Taken 

The observations madc by the Public Accounts Committee have 
been noted 

[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No. 
F. 12,/35/70-CX-7, dated 13-10-19701. 

Recommendation 

While the need to safeguard the interests of the exchequer will 
make it necessary for thc Exercise Department to require asmsea 
to maintain proper records of production, movement of goods, ttc, 
i t  should bc ensured by periodical review that any tendency to in-# 
creasc documentation beyond what is really needed is firmly check& 

[Sr. No. 12(iii), Para 1.55tiii) of Appendix Vn to lllth Report 
(Fourth Lak Sabha)]. 

Action Taken 

The recommendations of the Committee have been noted. 

[Ministry of Finance (Deptt. of Revenue & Insurance) ON. No, 
F-21/3/7b(3)CX4/CX-7, dated 214-1910]. 

Ihring evidence, the Committee gathered that a summary ins. 
pertioll d a few units made by Audit Parties had disclosed the 
following W e n c l e s  in the working of the Scheme: 

(a) T h e  was some delay 'in payment of duty; 

(b) There was not enough advice on dassifrePtion parti- 
cularly in respect of complicated textile items. 

As regards (a), the representative of the Central Board d 
Excise and Customs promised to have a survey made to m r t a i n  
whether there were cases of delayed payment of duty. The Oom- 
mltta desire that this should be done at an early date. They &odd 



like. to be informed of the results of the survey as a h  tip rmw 
dial m w w ,  if any, taken pursuant thereto. It should be mi= 
dered whether appropriate penalties should be imposed in euch 
cases. 

In ward to (b), the Committee desire that every possible asshi* 
tance should be provided to assessee to enable them to praperly 
classify their goods. 

[Sl. No. 12, Para 1.55(iv) of Appendix VII to 111th Report (Fourth 
Luk Sabha)]. 

Adion Taken 

(iv) (a) The Committee's observation that there was some delay 
in payment of duty is factually correct. As a result of the survey 
undertaken by the Board. it is seen that there was delay in payment 
of duty by about 488 out of about 88,UOU assessees during the period 

, 161988 to 31-5-1970. Offence cases had already been initiated 
t against almost all the assessees and cases against 148 assessees have 

been Rnalised by imposition of pna l t~es  or warnings, The remain- 
ing caes are under investigation Under Self Removal Pmcedure, 
delayed payment would amount to failure to credit the P.L.A. for 
the duty amount before the consignment is actually removed from 
the factay. This would tantamount to infringement of Rule 17% 
of the Central Excise Rules, IN44 punishable under Rule 1'134 ibid. 
At the time of introduction of the Self Removal Procedure, specla1 
staff had been ordered to be deputed to explain to the assessees 
lheir obligations unuer the new rules so that the switchsver ww 
smooth and assessees felt no difficulty in complying with the requlre- 
ments of the new procedure. Technical breaches of rules, parti- 
cularly in the initial period of the change, would not be viewed 
serk~sly,  but, any breach of rules with the deligerate intention of 
evading payment of duty, would attract deterrent punishment, pm 
vision for which had bcen made iu Rule 173K (now 173Q) of the 
Central Excise Rules IW. The Collectom of Central E x c k  have 
again been instructed in Ministry's letter F. No. 22j53j63-CXI (A), 
dated 25-7-1969 (Appendix 111) that serious view must always be 
taken while adjudicating caws of clearances of goods by assessecs 
when the balance in lheir P.L.A, did not cover the duty on the good8 
removed. 

(b) The recommendatlans of the Committee have been noted and 



instructions have been issued that in the ceae of complicated excim 
to be specifled by the Collector, the classification liat should be 8p 
proved by the Assistant Collector. 

@inktry of ~ inance  (Deptt. of .Revenue & Insurance) OM. No. 
2113i?OM) ;CX4CX-7, dated 12-7-1971]. 

Recommendation 

From a note furnished by the Ministry, the Committee observe 
that the total revenue receipts from 59 commodi8es under the Self 
Removal Procedure during 1968.89 exceeded the budget estimates 
by 5A1 per cent, as against the increase of 2.84 per cent in case of 
c o m d i t i e s  other than those under Self Removal .hocedure. The 
Committee feel that this should not generate a sense of mmplacenq 
in the Department for the increase in revenue may be the elfect of 
R number of extraneous factors such as natural growth, increase in 
rate of duty, etc. It would, therefore, be facile to conclude that 
the increase is attributable to the new system. 

[Sr. No. 13 (Para 1.56) of Appendix VII to 111th Report (Fuurtb 
Lok Sabha)]. 

The observations made by the Committee are noted. 
[Ministry of Finance (Deptt. of Revenue and Insurance) O.M. No. 

21 310 (5 )  CX-GCX-7, datrd 21-8-1970]. 

Tlie Committee also observe that in case of three industries, 
Sugar, Tinplates and Wireless Sets, an increase in clearances has 
be* accompanied by a decline in revenue The Committee would 
l ike Government to investigate the reasons h this state of aRain. 

[Sl. No. 14 (Para 157) of Appendix V11 to 111th Report (Faurth 
Lok Sabha) J. 

The obsewa t lo~  of Ihc Cnmmittw ha8 Iwn Wed, and the 
W r d o r  of Insprlion, Customs and Central Excise had been a s k d  
to investigata the decline in revenue h m  Sugar, Tinplates and 
Wlnlcnt &tr, not with standing the increpsc in their clearances. 



The matter has since been investigated and the position regard- 
ing the two commodities i.e., Sugar and Wireless Receiving Seta as 
reported by the Director of Inspection, Custom and Central E x l e ,  
New Delhi is as fo1laws:- 

It is a fact that although in the year 1968-69, clearances of sugar 
were more than in the year 1967-68, the revenue receipts in 18684 
were less than in the year 1967-68. The reasons for the shortfall in 
the revenue is that while upto 14-11-1967, the rate of duty on sugar 
was Rs. 30.50 per quintal, the duty was reduced to Rs. 22.15 per 
quintal w.e.f. 15-11-1967 Thus, while during the year 1967-68 only a 
quantity af 67,19,000 quintal was cleared at the reduced rate, in the 
subsequent year i.e. 1968-69, the quantity of sugar cleared at the 
reduced rate amounted to 2,09,43,0q3 quintals. With effect from 
1-3-1969, the rate of basic duty was changed to 19 per cent ad- 
valorem. The fall in the revenue in 1968-69 was, therefore, solely 
attributable to the reduction in the rate of duty allowed under Noti- 
fication No. 252!67 dated 15-11-1967. 

11-Wireless Receiving Sets: 

In so far as Wireless Receiving Sets are concerned, the amount 
of duty leviable on a set is related to the price at the point af its 
sale to the consumer. And, sets costing Rs. 1651- are exempt from 
payment of duty. During the pear 1968-69, clearances of lower 
priced sets far exceeded the the clearances in the year 1961-68 in the 
organised sector of the industry. It appears that the big manufac- 
turers have, of late, begun to produce cheaper varieties of sets in 
large number and this accounts for the shortfall in the revenue 
receipts, despite increase in the clearances of number of of wireleu 
receiving sets. 

Ik regards Tin Plates. the matter is being investig~ted and the 
report therwn will be furnished as soon as possible. 

[Ministry of Finance @eptt. of Revenue and Insurance) O.M. No. 
12/30/70CX-7, dated 3-5-1911]. 

The report In respect of Sugar and Wireless Receiving Sets har 
already been turnidred. As regards Tin Plater, the matter bus 
been invcrtiphd and the report of the Dtrwtor of Inqection 



Customs and Central Excise, New Delhi whv had conducted the 
survey reveals that while in Bombay and Calcutta and Orisse Gollec- 
ha te s ,  the increased clearances during 1968-69 had also rewlted in 
the proportionate increase in the revenue realised during the gear 
198869, in Patra Collectorate, though the clearances had fallen, the 
fall in revenue during 1W-69 was dispropurtionate to the shorbfall 
in clearances. The reason for this anomaly was that from April 
1967 to November, 1967, the differential duty on un-coated sheets 
@ Rs. 501- per tonne was also realised along with the duty on Tin 
Plates @ Rs. 2251- per tonne and the entire duty so collected was 
adjusted against Tin Plates, thereby in Rating the revenue receipts 
in that year. This practice was not correct as the differentfa1 duty 
raised should have been credited to Item 26A, and not to the Tin 
Plates. 

The pdsition was regularised from December 1967 when duty on 
black-sheets was separately assessed under Tariff Item 26A. 
[Ministry of Finance (Deptt. of Revenue and Insurance) O.M. Nu. 

F-12/30/70-CX-7, dated 24-8-1871]. 

The Committee also find that there has been a sharp decline in 
the number of offences detected in case of art silk fabrics, aluminium 
and cosmetics. The number of offences d e k ~ t e d  in these industries 
during 1966 was 519,46 and 49 as against 5520 and 18 during 1968. 
The Committee would like to be asnured that this phenomenon is 
not due to slackening of vigilance by the Central Excise Department. 
[Sl. No. 15(Para 1.58) of Appendix VII to l l l tb  Report (Fourth 

Lok Sabha)]. 

Actian T&n 

The doJervations of the Committee have k n  notrd The Colec- 
ton  have been asked to ascertain the reasons in the fall of offence 
cases in n s p v t  of art silk fabrics, aludnium and nmetics. The 
Collectors have also been directed to ensure that this is not due to 
slackening of vigilance by their otlcen. 

[Ministry bf P'inance (Deptt. of Revenue Rr Lnsurance) O.M. No. 
F-12/8/7WX-7, dntrd 21-10-1970L 

The Committm obcnre that, in spite o l  r a t a  under compounded 
levy r h e m  beiq 20 p r  a n t  b 75 per cent of the standard e x c b  



levy and the fadity the schemes offer, to assesses through adoption 
of simplified procedures for assessment a number of unita have not 
opted for the schemes. This raises a M t  whether some of the 
units at  least (chosen to stay out because the standard pattern of 
excise control offers scope for evasion of duty. As early as 1983, 
the Central Excise Reorganisation Committee had drawn attention 
to this phenomenon. The Committee would like Government to 
undertake) studies on a selective basis for certain commodities to 
ascertain how far this is prevalent and to take suitable remedial mea- 
sum. 

[Q. No. 16 (Para 1.63) of Appendix VII to 111th Report (Fourth 
Lok Sabha)]. 

Action Taken 

The observations of thr Commitloe have been notrd. The Wrec- 
tor of Inspectian, Customs and Central Excise has been asked to 
undertake studies on a selectlvr basis for certain commodities, to 
ascertain whether some of the units have chosen to stay out because 
the standard pattern of Excis? control offers scope for evasion of 
duty. 

ministry of Finance iDeptt. of Revenue and Insurclnce) OM, N ~ I .  
F-12/27/70-CX-7, dated 1610-19701 

A survey conductd by the Diredorate of Inspwticrn, Custurnti & 
Central Excise on the working of the Khandari Sugar. Embroidery 
and Powerloom Unit Industries rcveals that in so far as khand- 
sari sugar and powerloom industries are concerned, very few units 
have opted for the standard procedure and ewn whrre they huvr 
done so, the reason is that either the machinery rrnplnycd hv thcm 
is very old or that thcy work intermittently with tho result that the 
eomopnded levy procedure operatcs harshlv nn t h m  For thw* 
industrim, there is no mason to suspect that the u n ~ b  h;lvv rhnsrn 
on the standard proctrlun with a view to cvadhg mv p r t  of t h ~  
duty payable by them. 

In MI far a5 thc ~ m b n i d ~ r v  indu~trv is conc~rnrd. It 1s rnrrwt 
that 32 nut of 62 manufacturers are working under compound& levy 
scheme, but the unib under the compounded levy acheme accwnt 
for greater majorlty of the embroidery machlnes and 34th of the re- 
venue is*collected fmm thew unita The unite which have cham 



to stay out of the compounded 1- scheme are unall aele mu- 
facturers who prefer do pay efter the @ have been &d- 
&red md am resdy to be clsered and sold instea# of paying a corn. 
podtion fee in advance. ft b not posaible for them tu block up their 
capital. The fadlity of compounded levy Scheme was e x t d e d  to 
tbls hdurtry solely with a view to avoiding diieaultie~ in detennfn- 
fng ~(lllessabk values d the object was not to provide any con* 
L n  of duty, 

W l o  Finance (Department of Revenue t Insurance) 0.u. No. 121 
27/7O.CX-7, dated lWlO7l]. 

There Is another important point which has a bearing on the 
rate structure under the compounded levy schemes. The fact that 
rates under these schemes vary from 20 per cent to 75 per cent of 
the standard levy would appear to suggest that they are fixed oil an 
ad hoc baais. The Committee do not consider this satisfactory, as it 
could cause avoidable loas of revenue to the exchequer. The Com- 
mittee would suggest that Government should under-take fleM stu- 
dies to determine the average production of commodities brought 
under compounded levy and the etmdanl duty on such production 
to which the compounded levy should be realistically related. The 
rates so Axed should be subject to periodical review and in tbe Ught 
of experience they abould be sudably revlsed. The repterentutive 
of the Central Board of Excise and Customs admitted during evi- 
dence that wch studies had not been undertaken but would be use- 
ful. The Committee would like Chwmment to make a start ia this 
direction. Ail the number of commodltles subject to compounded 
levy are few, it should be possible to have the entire gamut of the 
aheme covered by thew studies in a short time. 

IS). No. 17 (Paragraph 1.64) of Appendix VlI to the 111th Report 
(Fourth Lok Sabba) J. 

(r 

Tbe obmervatlaar of the Committee have been mrted. The 
Dircetct of Iarpdctbon W m  6 Central Ex& hor been en- 
tnuted wllh tbe sngulry. 

Flnracx (Paprrtmenl of Rcvmue 6; Insurance) O.M. No. 121 
4/14/10.Q(10.Q(7, dated 4-1d19711. 



maa6liia~ncl~hpir)diu;ni~~ 
c o W C k s  where the nomu! a&tive 
fwibk Howtwl, ge&&y tb capdtirn 
bad8 d the posgfble output of the equ@ent. u W $  indus- 
tiy. Since in all such mphtatiuna, tbe rates have to be b e d  $ 
average piloduction, and, also with a view to enauring bat there i~ 
sqne incentipe for the manufactwnr to opt fw the %herpa, thaa 
rates are generally leeser than the standard raten prescribed undw 
the Tariff. However, the rationale for fixing the compounded levy 
rates differs from commodity to comxydity, In the case of power- 
loom, for example, the compounded levy scheme haabeen introdu- 
ced primarily for control purposes. T h e  unite h v e  to work accor- 
ding to the provision# of the Textile Control Order. The Textile 
CommlPsioner has to keep a track of the powerloom units not only 
for this purpose, but also for regulating the Goverpment'a polley In 
regard to licqmg of the powerloom unit6 and regulated mw- 
sion of the handlooms into powerloom. Since the textile authori- 
ties do not have any machmery for exercising these checks and It will 
be c d y  for them if they were to set up a separate machinery cx- 
elusively for this, the service# of the Central Excise staff are utmsed 
for the purpose, The primary reasan tor introducing compounded 
levy on powerlooms is for the purpose af textile control only as the 
bulk of the Central Excise revenue from powerloom fabrica hi n b  
t a i i  either through yarn duty or through p d n g  duty. Thus, 
dtbouljn the incidence of duty as a result of compounded levy rates 
on pmpwloom units is only nominal (ranging from 4.52 per cent lo 
16.8 per cent) vir.o-oir the duty payable under the standard pme 
dun, the actual incidence of duty in the case of powerloomr is not 
relevant. 

In so fw BS Embroidery industry is collccllled, the rationale for 
';nkoaucing the compounded levy scheme was more becaw of the 
admiaistretive difllculties in determining assessable values for a very 
large varietg of embrddered irrbria, having varying prim manu- 
ktured by this industry. However, in the Ilratlon d the compound- 
ed levy raw, edrp cue  heJ been taken k, auw thrt the incidence 
ddrRypyrbknaounder  t h e e o m p b a r d o d l ~  d m e  ia qrul or 
verg atu equal to the rbnW rate d duty. 



[Mlo Finance (Deparbnent ot Revenue & Insurance) O.M. Na 
F, 12/%1/7O-CX-7, dated 10-8-1911). 

In their 44th Report (3rd Cok Sabha) the Public Accounts Com- 
mittee had recommended that tar@ values of commodities for pur- 
wares of levy of exdse should as far as possible conespond to mar- 
ket prlcea Thls prarruppssed that the Department would jumptly 
t a k e c o ~ o l c b a n g c r i n l g s r h e t v r l w a n d r o A x ~ v a l u a  
suitably, The Conmittee regre4 to o&sone tbat in thiu a, though 
there was a riw in the market prim of copper winding wim lollow- 
ing: dwalurttan fa June, 1888, the tarifl values Bxed by Government 
remained un-altered till MPrcb, lsdk This resulted ia a los of re- 
venue of about Rs. 10 lokhr ia mpet of a few factories m one 
Collectorate alone. Ia tbe opinion of the Committee the period d 
21 months taken by Covenunent was iaordinale, evln aftor mkiq 
due allowance lor tbc factors mentioned by Government The Caw 
mfttacdcpmrtethlsdelay. TbeCmtn)BoardafEwdsdcOs. 
toms itrcll k3aL rbout r year to m e  to a Wan, ewn after the 
Economic Advfwa5 p p o &  In thh regwd wen received (in Mar= 
ch, 1981). The Oovernment have dabd thot ~QISUTCS for improv- 
big the working d Governmtnt narehincy for Rution ad WI 
wfu~rbawlrwan~raemtlg~ Y%ehnmWe m l d f l t e t o  
wrteb tbdr bqact on tbs dikknq (d the bperbmt tn Ekfn nC 
pcsct. 



The recommendeti~s/observat;ons of the Committee have been 
noted. 
N o  Finance (Department of Revenue & Insurance) OM, No. 

F.11/43/70-CX-7, dated 18-11-1970]. 

The Committee would also like Government to consider whethet 
the mspomibility for determination of tariff values should be centra- 
lised in one agency of Government, instead of being distributed bet- 
ween two agencies as at present. 
[S. No. 19 (Para 1.69) of Appendix VII to 111th Report (Fourth 

Lok Sabha)]. 
Action Taken 

The recommendation of the Committee is under consideration. 
W o  Finance (Department of Revenue & Insurance) O.M. No. 

F.11/43/70-CX-7, dated 18-1 1-19701. 

M h e r  Information 

The P.AC.'s recommendation that the responsibility for determi- 
nation of tariff values should be centralised in one agency of Cov- 
ernment has been accepted, and, it has been decided with the con. 
currenee of Minister for Revenue & Expenditure and the Min,ster 
for Industrial Development that this work may be handled by the 
Miaistry of Finance (Department of Revenue & Insurance). Steps 
are now being taken to constitute a separate cell under the charge 
of Deputy Collector, Statistics & Intelligence Branch for working 
the details for fixation and revhion of tariff values. 

N o  Finance (Department of Revenue & Insurance) O.M. No. 
F.11/43/70-CX-7, dated l&ll~lP?Oj. 

Another point the Cornmjttee notice is that the tobacco tariff i s  
at present complicated Thio undoubtedly maketi it adminlstrtlt;on 
dllficult The t d  was rationalised on the basis of the recornmen- 
dationu of an Expert Committee which suggested that the "physlc~l 
formw of t a b m  should form the basis for claslflcatlon. However, 
in actual practice, the M harr m e  to adopt, apart from thr, phy- 
dal foam, tbc 'end-we' criterion a h .  The end-uae ~rtrttor~on will 
be d&dt to apply without ambiguity or dhpte. Aparl from this, 



tha fndfosn~e of duty an varlow types of tobacco has ten@ to be 
rather unevm. The'data given in the preaeding part of thir Section 
would indicate that the relative incidence of duty on f l u w e d  to. 
bacco and non-flue cured tobacco for smolring mixtures does not 
follow a rational pattern. In leaf and bid tobacco, the burden of 
duty, a between Merent varieties, shows no correlacon to the re- 
lative market values of the various grades. 
ISr. No, 21 (Para 1.77) of Appmdix VII to 111th Report (Fourth 

Lok Sabha)]. 

Action TJ;m 

The r~commendations regarding the appointment of an expert 
Committee which should go into the issues raised by, the Committee 
is under active eonrdderatim of the Government and its Anal deci- 
sion will be communicated ae soon as it is arrived at. 

[M/o Finance (Department of Revenue & Insurance) OM. No. 
F,12/36/70-CX-7, dated 18-11.lg?O]. 

The Committee note that during the year under report, Govern- 
ment had to forego revenue to the tune of Rs. 12.81 iakh~ in lM 
cases on account of operation of time bar. lnwstigatioas conducted 
by Government revealed that b six of these cases, there was laxity 
on the part of Departmental OiBcers. The Comrn;ttee would like 
suitable action to be talren in these eases against the otedals found 
lax or negIigent, In one cane, there was collusionlwilful misstate- 
ment on the part of ttae assea for wbich actlm is reported to have 
been t a b  
[Sr. No. 23 (Para 1.82) of Appendix VII to 111th Report (Fourth 

Lok Sabhr)]. 

Out of the aix cam mentioned in para 1.82 above, it bas been re 
porkd by tha Collaetor tbrt in one case, subogluent enquiries Lve  
mmld that thtn wu no luity cp the pwt of my depvknenbl 
&car. f \h 1 



A, tapanfs the solitary case of wilful mktatehmt on the part 
of tlic om&, the demand was raked and the amount haa sfnce baan 
Eealisad. 

The Committee note that the period of time bar under rule 10 
PrhIch ased to be three months previmly has ha been extended 
to one year. A number of meawes have duo been Wtea by Gov- 
crnmmt for the p p e r  detenninatioa of duty QbWYao and tlmely 
deteetiam of mistakes in c l ~ a t i o n  or asaeanent The C d t t e e  
would like to watch the effect of t h m  measures through future Audit 
m 
[Sr. No. 24 (Para 1.83) of Appendix VII to 111th Report (Fourth Lok 

Sabha)]. 

' h e  &emations of the Committee have been noted and news- 
my instructions have been issued to the Cdloctors for strict m- 
pllance. A copy of these instructions is enclosed fer the Couuntttee's 
@. (Appendix w. 
p / o  Finance (Department of Revenue Ir bunme) OM. No. 

11/33/704!X-7, dated 24-9-1070]. 



It may be lrkrtad in thfs amcction tbat & of the arrears re. 
late to disputed wsrne~b,~W cases, appealP/revidm appllcn- 
tians beion tioL E k r s d I G o v ~ t  of India or d m  c~rtfllrrtc 
PdIoavatbtbe&ateQovernmenta Snfe@a%odcfir;rutad~ 
me& and wea undar adjudication and cwrt cam, w, d o n  to 
rwver the duacouldbttah until tbe proeeaw,ofIrw were (pne 
bugb.  T h e ~ h s z q u a a Q d  6 0  QbWfkcmWeJ of 
Statm d e m w a l l y  to erpeditt recowry of tba meas unda a- 
tiflatercttonestbereo~veryof s u c b ~ b d t o k d w c b y  the 
WteaoMnmumt~fmtenasdSecttoa11of~ContrdExdrs€k 
W t M  

The prom of liquidation of arrears iu kept under dosc watch 
by Government Monthly props leporto are obtahvd from all 
Collaekrs by the DLC.CE who prepares a consoUdated dl India 
review e v q  month and rends it to tbe Board. Fortnightly reparts 
we submitted by Collecton demialllcially rqorting progress of 
mvergofureluc.  ore^ tolheCallectanwho 
do not h o w  ~tidrctory proatr~#s towards liquidation &meam 

It may be mentioned in this wnnecuon that opl of th weur 
mau~t~toEla21acr~oop31rt~lssamlmoull tot  
8* 5.55 QOm hRs bm?n mliwrl by aut hrch, 1970. The nvroPl 
for Inmaw in the amount of man as on 3lst June, 1408 OW 
thore fn previous para am:- 



remedies available in law to' avoid or patpow payment, 
is, therefore, primarily responsible for the delay in collect- 
ing arrears of duty. 

jii) Unsatisfsctory pace of disposal of certiflate cams tor 
' recovery of the dues by the State Governments, who are 

entrusted with the recovery of the dues which are not 
paid in the ordinary course is another reason cauJng 
delay in recomry. 

[M/o Finance (Deptt. of Revenue & Insurance1 0.M. 
No. 11/28/70/CX-7, dated 25-11-1970]. 

The Committee cannot he12 expressing a sense of d q u i e t  about 
the manner in which the scope of the scheme for grant of concek 
dona1 rates of duty on controlled cloth was extended to cover 
varieties of Cloth which were in fact not controlled cloth a t  dl. 
This was done through 'deviation orders' which the Textile Com- 
missioner issued from time to time in favour of specific mills to 
cover particular consignments of cloth produced by these mill& 
though not in conformity with the specifications laid down for con- 
trolled cloth, were treated as such and thereby become eligible for 
concwional rates of duty. 

[S. No. 28 (Para 1.98) of Appendix VTI to the 111th Report 
(Fourth Lok Sabha)]. 

The observations of the Committee have been noted by this 
Ministry and also brought to the notice of the Ministry of Foreign 
Trade and Supply. 
[M/o Finance (Deptt. of Revenue & Insurance) O.M. No. 11/1!70- 

CX-7, dated 24-9-1970]. 
Further infomartion 

The observations of the Committee have been noted, 
[M/o Foreign Trade OM. No. 7(IS)/B&A/70, dated 26-8.70). 

1.104 Tbe Committee regret that saw msnufarturcd by the 
tucaree In tbh case which neither conlonnsd to the rpeclftcatlonr of 
caabousd cloth u prescribed by the Textile CommirdoMr nor wem 
m p d  by hh dcvktm orders wm allowed to be CW by Uu 
Cmhl Excfse authoritkr at the conecftlo~l ntc. T b  rem~ltkd 



in a short assessment of duty to the extent of Rs. 1.11 lakhs. It 
war, stated that the Central Ex* OfBcero were under mstrucbom 
from Government not to "enter into controversy" about the correct 
nw of declaratiane made by manufacturers and, therefore, failed to 
detect tbt the mw deviated from the specifkcations prescribed 
for controlled cloth. It is regrettable that Government should have 
Issued instructions to the Excise OfBcere not "to enter mto contro- 
versy whether the declaration made by the manufac.urer was cor- 
rect or not." These instructions were liable to be cnnstrued as a 
directlve to ignore even wrong declarations by manufacturers for the 
purpose of claiming duty concessions. The fact t ' l~t Government 
themlves  alter 21 y e m  of issue of these instructm, had to direct 
the assessing ofRcen to be alert agalnst mills cle,nng fabrics not 
constituting "controlled cloth' on payment of c m a o o n a l  r a h  of 
duty applicable to such cloth shows that the: ongicsl ~nstructions 
wued by Government were \\I-adviwd 

[Sr. No. 31 (Para 1104) of Appendix tT1l of 3rd Report (Fourth 
Lok Sabhu)]. 

Adion Taken 

The obsentations of the Committee have been noted. 

[Mlo Finance (Dcptt. of Revenue & Insurance) O.M. No F. 1!/2/70- 
CX-7 dt. 24-9-1910]. 

The Committee c;bxrve that a series of omissions accurred in this 
caw. In the flrsl place, the scheme approved by the Cablnct envls- 
aged that wgu lacloties which commenced crush~ng early should 
be encouraged to rnaximiwr crushing m the early part of the s ewn .  
A rebate in exctse duty was lo k gwen to thw factoria d they 
p r o d u d  dunng thii w a r n  more sugar than thelj hrd gone preview 
Ig. Howmt ,  thik notilying the scheme in Novembber, 1863 under 
the hnprcl#on that 'fwtorie~ in thc South' rommenco arshing early, 
tba nbrb In duty 01 50 pl* rent for July-October ocm as mad@ 
appUmblr only 10 forbria b ?&dm, Myme and Keralr, even 
h i t @  the Cabinet had glwn no such directive Andhra Pradesb 
wu not Laeluddl, but was Wrlad witb MahmI~tn and the rebate 
of 60 pa cwrt was txtrndtd ta Irctorh in these s tah  for mahlng 
tn 16- *. 



December, 1063 to extend W) per cent rsbrte for the fuly-OctoW 
season to factories in theae two ktes dso. Wlth thfr 
Covemment withdrew the 50 percant ~ebrta/giw in 
notiRcatlon to factories in there Stam for crushing in November. 
However, one of the factories in these Statas had cloirrrsd mkk for 
November on the basis of the earlier notification and he ucsu 
payment of Rs. 1.94 lakhs could not be recovered ao it wg heu that 
a rebate allowed could not be retrospectively withdrawn. 

Thirdly, the retrospective withdrawal of the 50 pamnt  rebate 
for November affected not only the foregoing foetory but flve othcr 
factories in Maharashtra and Andhra Pradesh which had done their 
crushing in October-November. However, only three d the six 
factories got the rebate, because they had recourse to legal remedier, 
whereas the other three did not get. 

1.120. The Committee consider it regrettable that Government 
implemented the scheme of rebate in such a hucly manner. The re- 
levant notifications, though seen by the concerned Ministrflls before 
issue, were loosely drafted, and Government a h  failed to collect 
adequate data about crushing season in different areas of the coun- 
Cry before formulating the scheme. Besides a very fundamental 
point that a tax benefit or concession could not be withdrawn mtm- 
pectively was also overlooked. It is also very anomalous that only 
three out of six factories entitled to the rebate for November cruah- 
ing sbould have got it, while the others were denied the rebate, 
simply because they did not have recourse to legal remedies. The 
Committee feel that Government themselves should have in equity 
a-patip allowed the rebate in three cam, The Co- nota 
that Government are now in the pmcesc of formulating general guf&. 
lines to regulate the p r d u r e  for refund in cases of e m  cdk- 
tions of this type. The Committee would like the procedure lor Uir 
purposetobeflnallaeddy. 
[S. No. 9334 (Paragraph 1.118-1.120) of Appendix VII to 111th R e  

port ( F d  WNl. 

The Committee's observations have bsen notcd MhWy d Law 
haw already a d W  thir llllihrbtry aa tollma in mdhra cbmrection: 



In their judgment dated 1st September, 1W in the eaee of Union 
of Ma VI. A. V. NPndmohrlu (Civil Appcal No. ladl of 1986) the 
Supreme Court have made the following observation. In tbia am, 
the Ctlrt4mr bad nfcckd the refund claim of the party on the ground 
of time bu:- 

ulhls w u  dl(cntllly a olue ia which, when 110th wur m- 
ed, thc Canhrl Government should, inrterd of relyhg 
upcn technicrlftlsr, have rdmdd the amount cokkd. 
We tnrat that the admiriktwive authorities wil l  act tn a 
mmm caashnt not with technicalities but with a 
broader concept of justice, if a feeling is to be purturcd 
In the mlnda of the dtlrms that the Government is by 
and for the pr~opb.". 

(M/o Flarmcc (Dqnt. of h u m  b Islunncw) O.M. No. 11/(6170. 
CX.7 dt. SO-10-19701. 

Tbs eommlttm an a&o wt happy w t r  the manner In which 
I hcBwdhl lc tad in ta th I rdcyemar t j~ in~Awl t lRro -  
P@L f i ) t b i r s ~ # , U Y ) M N 1 / W b f o ~ p m & c h l d r l  
drlrrllpllrladlath,wlllfsrlaatillatfQngol;Wcadtbebe 
t & a f t b - t o r r e c m d p u t p .  HoIp(Wc1,011tht 
O r a u r r d b t h d ~ r o l o ~ r b o u l d n a t & p l a h r t o t h c  
auat d t& darcedoa wbldr ~rrpargbad a daputun 
fmmOucqd&wol.llllrultpaout.lbsBwdp~acmcslr~ 
~ f c r ~ r R r ~ W d a r b t b u l l l r # i b p b o f a q w r c U . ~ r d a : ~ ~  
rrbaqdhr &t uadu Ruh I(?) d rtwb CaaW Erd#l Rufsr. 
h ~ ( y ( ~ ~ ~ w f i ~ ~ ~ t r w t a w l t h u o o l ; ~ d a t r o h o t -  
h111 ik#pdtbp#@f ,&Cagndtkrmuld~~@~ 



wilt that Government had no legal authority to issue a rpecial wder 
granting concession with retrospective effect. In fact an oplnton to 
this effect had been given to government by the Attorney General 
himself. The Committee h u t  that the Government will henceforth 
strictly ensure that concessions are not illegally given through ex- 
emption notifications which take effect retrospectively. 
[S. No. 37 (Para 1.134) of Appendix VII to the 11 lth Report (Fourth 

Lok Sabha)]. 
Action Taken 

In the past, retrospectwe exemption was given on some occasions 
in cases where the product exempted was never intended to be 
taxed at all or where it was felt that i t  would otherwise result in 
updue hardship Houwer. in the practice has been stopped after 
the receipt of t h  Attorney General's opinion. As sull~ested by 
the Committee in para 3.37 of its 44th Report (Third Lok Sabha) 
enabling provision has been made in Clause 29 of the Central Ex- 
cise Bill for giving retrospective exemption in rppropriak cnscs. 

In the partrcular case under reference, exemption under Rule 
8(2) was alloucd by a special order of the Board as it was' felt 
that the case involved circumstances of an exceptional nature. 
Government, howver, fully agree with the Committee that exem. 
ptions should not result in discrimination and in actual prnctice, 
this aspect is bone in mind when it is decided to give an exemp 
tion. 
[Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No. 

12/10/7BCX-7, dated 24th September, 1070J. 

There is a general point arising out of all the foregoing c a m  
which the Committee would like to emphrwk. The scheme for 
grant of also concessions as originally formulated had a number of 
drawbacks which came to light in the course of actual implemen- 
tation. Tbe Committee are prepared to recogniae that thae d r a w  
back unlees remedied might hove fnurtreted the intention underlp 
fng the scheme. But remedial r t i on  should not have been Ukcn 
in a way which benefitted only parties who came up before Cave 
ernment by employing legal procedures. Any relnutiona of con- 
d o n s  which Covernment intended to glve h u l d  have bm, 
published and made applicable to otherl aa well apedfimUy to m i d  
dbcrlminatory treatment. 
(5, No. Sg (Para 1.186) of Appendix Vfl to the 111th hpt &Utlh 

Lok &bhr)]. 



The observations of the Committee have been noted. In future 
in such cnsea of appeals md revision applications, where general 
h u e  Is decided on the basis of some clarification, a circular letter 
will be h u e d  to all the Collectors who can further issue trade 
noticen for the benefit of the trade. 

While the Committee ncogniae that grant of concessional rates of 
duty to t e ~  drier oil might have been justified, they feel that the 
procedures adopted by Government for the grant of the concessior 
were throughly faulty. The noURcation Wed for this purpose 
granted exemption to drier oil, which fell under Tariff exemptinn 
No, g from so much of the duly as was in e x w  of the duty leviable 
under Tariff item 10 which covered oil of another description (fur- 
nnce oil). This clsrll; tentamounted to circumventing the Tariff 
cla_sgifkrtion laid down by Parliament. The Ministry of Law had 
also at one stage expressed doubt a b u t  the validity of an exemption 
on these lints w h ~ h  led to duly concessions amounting to Rs. 2.24 
crorm. 

Thr: Cornniittw alsa obxrve that dutv concessions amounting 
to over HR 3 5 crorm In respect of this oil were a!lowed by the 
R p l l  on the bgis of Executive Instruct~ons iaucri in May. 1958 
and November, 1962 This res irregular Pursuant to an earl~er 
rtrcornmendntiotr d the Cnmmrttee the Attorney Gcntrral has advised 
Covcrnmcnt that they an not empowered to give exernptrons h k  

Exrcut~ve ln~tructions The Committee tnul that (hvemment 1%: 

In fulun take carp to Fnsurc ths! rxcnipl;~ons err trvcn ~ n l v  "\ 
duv ptnces, nl  law 

[S  No 10-31 (Paragraph 111&1.119) of Append~x VII lo the 111th 
Rcpri (Ftrurth Lnk SahhaIJ 



Them is another point the Committee would Wle to qentlrm. 
The Boodl hod ih thts crmse made a refemma to bhe MfnldPg ,of  
Law for 8 m n d  opinion without any mention of the WUhr oph. 
ion gives by that Ministry. This the Committee wndder m a g  
in principle. Besides the second opinion, which run cowntsr to the 
k t  opinion was given by a Depuw Legal Adviser. The Committee 
would like to impress on Government the need to ensure that wbcre 
a second legal opinion is sought, it should spccidcally be sought 
from an oflcial of a status higher than the official who gave the first 
opinion. In respect of matters included in the Audit Report, which 
are likely to come up before the Committee; it should also be en. 
sure that Audit are given an opportunity to present thdr points of 
view before an opinion is sought from the Ministry of Low, and 
are also associated with any inter-ministerial delibenHon tbrt might 
take place in this connection. 
[S. NO. 42 (Para 1.150) ii: Appendix VII to 111th kpt (Fourth 

Iak sabha)]. 

1.150. Department of Expenditure of the Minidry of F'.nnncr 
is taking messary action In this respect and a reply will be wnt 
shortly to the PAC. 

Howevcr it would appear from Annexurc V of Ihc reply to ad- 
ditional informaUon required by Public Accounls Commlth on 
para 41(ii) of Audit Report (Civil) Revenue k t p b ,  lM that the 
same officer later modified his earlier opinion and agreed to the 
proposal made by the 'Depattment of Revenue. The uubsequcn~ 
opinion which was obtained la seek confinartion of thlc oplaian, 
was, howtuer, given by another officer of the Law Minirrtry. 
[Ministry of Finance (Deptt. of Kcvenue & lnruronce O M  No. I2 3 

70-CX-7, dated 8th Oclober, 1970)l. 

The obeervationn of the Committee have been noted and brought 
to the notice of dl the MhinlriaiDepnrtnrenb tor tbdainfonna- 
tion and future gutdoacc aldc Akiniatry of Finance, I)cYpubaMnt of 
Expenditure OM. No. F. 12(42)-E (chord) \YO dalEd @MI Qcrobar, 
1970 (Appndlx VIf). 



The Cornmi- are of the view that extension of the sto;n of 
my coPreulon given under a aotiflcatlon calls for issue of another 
aotfflcrtion. The purpw cannot be achieved by ime d executive 
indrucUon8 as wm done in this case. The ootiR& sllould also 
be imed pmmptly u conamions can have only prospective el[& 
and a hcndlt extended cannot be retmpect~vely enforced even by 
a noMfIcrHon. The Committee would like Covt, to ensure strict 
mmpliena with these provisions. 

[S. No. 44-45 Para  1 58 and 1 59) of Appendix VII, to l l l  th Report 
(Fornth Lok Sabha)]. 

The n&urvatlons of the Cammittee have been brought to the 
Mice of PII  mncomed for guidance. A copy nf the inelructions 
iunrcd mdr Note lor r~rculation F No II/l6!lO-CX-?. datcd'l~th 
Juw. 1970 b rmlaml (Appendix VIIl) 

IMln. of Finance IDeplt. of Rewnur 8 Insurance) O.M. 
Na ! I/I(I/IOSX."i dated 2181970J. 

Tbc rol~mtttbc note that the value ol m t y  bonds to be fur- 
DLbdl b UWMIM ol k r k  wal~hovsea was Rxed In 1949 when 
the t8b  oi d r s  duly on tobm wm one m u  per pound Thc 
WS OJ duty car l&m now hs mure than 16 l ime  Ibe arrlfinal 
W but th b##l t d u c ~  remain unrSlanghd. Rule la of the 
C W 4  kx& Ruk 1911, mpwm the Cohwton of Centnl 
Ex& to h h  hab .trhna tht &lng bm& da not pro- 

riranrapnmdonat~nrhrrnkan 
thr Cmm3H*c! rPpacda2P that brrndr we 



not to be treated as the sole means of imrance  default by 
licensees, lhey do feel that their value shouldae so fixed that they 
have same deterrent effect. It was argued before the Committee 
that the Central Excise Law provides a number of remedter q b t  
defaulters, but the details of recoveries in the 11 cases mentioned 
in the Audit Paragraph given in the preceding section of the report 
would show that even by resort to certificate action, th w- 
ment mulfl realise less than Rs. 12,000 out of dues aggregrrtlng t0 
Rs. 3 lakhs in these cases. One of the main problems in tobacco 
excise an which the Committee have expressed cvncern time and 
again is the heavy accumulation of arrears, a sizable pert oi which 
has been abandoned every year due to licensees becoming WP- 
ceable. Larger bond values would, therefore, to some extent not 
only provide more funds for recovery, but may also serve as a 
deterrent against default. The Commitfee" desite that the Govern- 
ment should take necessary steps for the ugward revision of values 
sf security bonds so that they are relatable to the duty that could 

he reabsed rather than the floor area. 

[S, No. 57 (Para. 1.187) of Appendix VII of the 111th Report 
(Fourth Lok Sabbdj8 

AtUon taken 

The Cornmittcc's observations have bccn nottd. Skps are be.ng 
taken to review the whole question of firing the bond amounk In 
-consullation with Collectors of Central Excise and D ~ ~ t u r  of 
Inspection, Customs & Central Excise. As soon as the ls~uo ia 
finaksed, the P.A.C. will be duly informed. 

It may, however, be mentioned that h a i l '  s~umulatlon of 
wears  (a sizable part of which 1s abandoned every year due to 
licensees k ing untraceable) pertain i n  petty curers of tobacco 
scattered in the mtenor rural areas. who ore not required to 
~xecute any bond, unles3 they also take a licrnce for private Bonded 
Warehouses 

The above recommendet:on has been accqtrd and the exlnrblrg 
Iaslructiona on Axing the band and murity amounts oi Ij, 4 bondl 
h ~ v e  been revised. A copy of Min%ry'~ #tcr F. No. lSfl/@ 



CXVII, dated 24th October, 1970 kr all Collwtani irc cnclowd hetc- 
with (Appendix lX), 

[M/o Finance (Dcptt. af Rcvenur & Insurance) O.M. 
NO. 11/6/'70-CX-7, dt. 27.10-701. 

Tnc C & n ~ l l k  o t ~ r v c  that thc oxmplion order imd In thts 
*a% had a number of flaws. In the Arst place, the emptiun order, 
which nwcred one cstegory of minerd od, did not specify the 
tariff item lo which the exemption related. The legal opinion ts 
lhat "in th nature of things, therc cannot bc an exemption natifica- 
tlon which cannot fit in with any tariff l t e r n ' 2 e  Committee 
further o k n v  that thew was a h  an ornnsmn to exempt the oil 
in sucstlon fmm spc~ial  and rrfulatnrv dutrcs which it atttackd by 
vlrfuc of thc fad  it was a category of minrral oil normally subject 
to such duks  under the EXCISP Tanff The Committee trust Gov- 
*rnmcnt will ensure that omir;*ionr of this nature do not recur. 

[Sr. No. 52 ( p m  1.200) of Append~x V11 to 111th Report 
(Fourth Lok Sabha)]. 



excisable goods produced in a particular geographical rwa llrble 
for challenge on the p u n d  of discrimination so long 8s the conf~~- 
sion is based on rational considerations relevant to the object in 
view as opined for by the Law Ministry. At present, all notlflca- 
tions granting exemption from duty are laid before Parliuncnt 
along with an Explanatory Memorandum. However, in order to 
give adequate publicity to exemptions confined to goods produced 
in ia particular geographical area, the Explanatory Memohandurn 
will also be issued in the form of a Press Note. 

[M/o Finance (Deptl. of Revenue & Insuranm) O.M. 
NO. 12/17/70-CX-7, dt, 27-1-lWl]. 

On the question of merits of the exemption given in this case, 
the Committee note that the mineral 011 In question was clamfiable 
as refined diesel oil under TariK Item 8, on the basis of iQ charac- 
teristics. The duty was, however, asgessed aa for keroane, which h 
an illuminant falling under Tardl Item 7. The consideration for 
exemption was that the oil was ma~nly used as an illuminant. The 
Committee fee! that before ginng the rsemption, Covt, should have 
ascertained whether either by itself or In adulteration with any 
other fractmns the oil was capable of being used for any of the purr. 
poses for which refined diesel oil could be used The Cmmlttec 
note that scientific investigation 1s now being conducted by the 
M~nistry of Petroleum and Chemicr~lb to ascerta~n whether and to 
what extent kerosene is being used as a substitute for refined did 
oil and whether any de-naturant colouring m~terial could k added 
inferior kerosene to detect its misuse, i f  anv. Thc Cnmmiike trust 
that the above investigation will be completed at an early date and 
necessary correctives applied so that thc object underlying the 
exemption is not defeated. 

[Sr. No. 5( (Para 1.202) of Appendix VIl to 111th Rrpart 
I (Fourth Lok Sabha)J, 

Action bkaa 

The Indian Institute of Petroleum, Duhradun had t s b n  up a 
wientific investigation of the methods to determine whether and to 
what extent kerosene is being mimscd as a auhstituk or rdullerant 
with refined diesel oil and whether my denaturant/cclsurlny 
materlal could be added in kerosene to detsct ltrr mbwe and b 
avoid it, If posible. The final delalls 01 the scheme to introduce r 
chemical marker in the kerosene nil are still Wng worked out rad 
will be announced as soon u a decision It taken tn Ulir q p d .  Tbr 



obaervatiom of ths Commitks have ksn nofed a d  necessary rar. 
rectiwt a c h  will be Wren a8 ~ w r n  as the ltnal report: is received. 

[M/o Ptlnance (Dcptt of Revenue dc Insurance) OM. 
NO. 12ll7/?WX.?, dt. 27-1-71]. 

The Committee conllider It unfortunate that the notification in 
this w w u  aa lmbigwlrly drafted rw to offer ncope for differential 
treatment The notifkatlon prescribed coacxssional r a h  of duty 
on a slab hub with reference to tbe out-put of the factories in the 
premling Rnanclrl p a r .  However it contained no specific ptovi. 
%ion In regard to m l y  entnblished fsc torb  which naturally could 
have had no production In the 'preceding finanrial year: me 
result wbn that while 18 new lactoria (mentioned w the Aud~t 
Paragraph) wem deemed chglbh fur the mCMU/onal ratedl of duty 
In one Collectorale, I16 other new lactorla were &old th~s mu- 
cession in 10 other Collecbratm. 

The Cammiltee trust that (hvemment will onsure in the inter- 
cst of uniform treatment a1 ~ x l l l w  that notifications preciarely 
trnnklalr Govcrnmcntt intention. 

[Sf Nos. 55-5(1 (Para 1.20&1.?OFI) of Aplwndix V11 to thr 111th 
Report (Fourth Lot Sobha)]. 

Tho ukarvrUolll al the CammitlPc have bean noted 

The Chmltka! c o n d I r  i t  untottunrlc that due to a m g  
yrnlan try#rarad by rhL) hlrnlrtry a1 Low, d i c ~ n a l  gipccrm pre 

ibarenl wt of -1 glyrrrlne wan drwMvl ~nurrhaobk, 
:h~& L pint d kt, It wor lhbb la C X ~ W  duty If lnalr w8rQ 
!w dta 1-aru rarlrrdllag levy of duty *cm d 
ft,r Gwmmml la mtftdn ISwr m t  @ ~ a o  la bw, 1.c. that 

~~;llmo?nrlrl OllfcrPrtAa wd fur pnywnUun of medrrinri &amm 
'4% lhk  b tu bolb w cocnmcrdal md d m ~ s l  $lywnnc, An 
r""mpml lkakaU9a wlJ hM imml tot armpliq * i .  
"4 gly-, on ahr pmd i lut it ww wI Cavrrnml"l inlenlmn '" 'ax C \ TQ M h U a  w r  &mud n\adWnal &wnm en- 
V J P ~  #I pWi 14% whlctr bd na I@ 



The Committee further note that the Ministry of Law gave their 
revised opinion on the duty liability of medicinal glycerine In 
November, 1968, the Ministly of Finance lssued an cxelnption Noti- 
flcatioh only in June, 1969 i.e. after the lapsc of about 7 months. 
The delay lacked just~fication particularly after February, 1869 by 
which time the Board had a11 the material i t  had called for from, 
thc Collectorates for the puryosc of issuing thc not~fication. The 
Committee would like to em?hasiw the nccd for prompt action by 
Covmmcnt  in cases of thls kind, pwticularly 8s they have a bcsring 
og the li>gahty of (;ovcrnmcnt's ~ c t ~ o n  

[S. Nos. 59-60 (Para 1.23-1.224) of h p p n d ~ x  VV to thc l l lth h p r t  
Fourth hk Sabha)). 

Action taken 

The obarvations of the C o m m i l h  have txcn noted and brought 
to the notice cf all concerned for guidance. A Copy of the instruc- 
tions issued in this connection is enclnsnl (Appendix X). 

[M;o Finance (Dcptt, of Rcvrnue Rr Insunnct)  0.M 
No. 11/10/70-CX-7, dl. ?R-l0-7Ql. 

Hecu~nmrndslion 

& Committec would also like to p i n t  nut that an o n n s s i ~ ~ ~  nn 
thr part of thc Hunrd i ~ l w  crmtrhutcd I t r  the miataka ivh~ch cwrur. 
red in this t a x .  According to excrutiw instrutcions issucd by the 
Board in Scptembcr, 19%. wrappllir paplr w;is tu br* a s a w d  to 
duty at the same ratc as p a p r  pnckrd t r l  such wroppinr: j q w r .  Ttw 
exemption notification iwcd by thc h a r d  In I.'cbnr;rry. 1965 in 
favour of newsprint brought abwt a r h r n p  in this pmtion, in as 
much as the exemption was madr conditional on t h ~  p~pr k i n g  
actually used for purpose nf printing. As wrapping lrapw was not 
capablc of being so used. i t  could no l o n p ~  1x1 asswed r t  the kanw 
rate as newsprint. on the basis of Lht' instrucliom af the b a r d  nl 
September, 1955. The Board chould have. therdorc, r r v i c w d  t h a  
instructions and suitably instrurtcd thc field ufficcs, which they 
failed to do. 

The Cornrnitter also notc that altcr Audit jflhted out thv irre- 
pla r i ty  in June. 1966. thc h a r d  took onc yew In Irnuc! the necessary 
clarification. The Committee consider the delay as highly regret. 
tsblr. As they have repeatedly u r ~ c d ,  Government should act wlth 
prompinem in matters which ~ffcct  Chnernmmt revenurn. 

[Sr. Nao. 63-64 (Para 1.234-1,235) of Appendix VII ta 111th Raprt 
(Fourth tOk Slbhr)], 



The observstione of the Committee have k e n  noted, 
[M/o Finance (Dqt t ,  of Rerenw & Insurance) OJ(. 

NO, 11/4?1?bCX-T, Jt. 30-10-1910). 

The Committee obrrve  that wrapping paper used En the manu- 
facture of reel corer was erroneously arrselu~d to duty at the same 
rate ns writing paper wowd on reel core.  While thc Committee 
note Ulet the correct procedure for amwnen t  In now being follow- 
ed in all the collector ate^, they would l~ke lo piat out #at the 
rninlake o n u r d  in aa many as ax Collecturatcs. This case u wdl 
us the c a r  of nslesment of wrapping papr mentioned elsewhere 
In h s  t t y r t ,  p i n t s  to the n ~ r d  lor cksr-cut ~n~tructrtrnr to Col1t.c- 
h r u l t v  kn t h ~  mnltcr of auePgmcnt w h e n w r  c d m m  and con- 
tents arc a w n b l r  at dilltrent ratc?; ot duty 

The ubrrvntiorw of the Committw h a w  been bmught to tha 
nuUo of all connrncd for gutdance. A copy of the ~nstructions 
b u d  I!& nolc for C~rcul~lton F. No 1 5 iU-C'X.2, tlabd 27th July, 
19'10 u cant lrwd (Appendix XI )  



the rationale behind this c o n d o n  for 200 tonnes for Mmh, 1W 
certain manufacturers were able to claim it in addition to the.fuU 
benefit of slab concession of 3,W metric tonner enjoycd by them 
under the old schme. The Finance Secretary himmlf admlttad h t  
the notiB~~tion of 1st March, 1964 could have been better wonkd In 
this regard. 

[Sr. No. 66 (Para 1.245) of Appendix VII lo the 111th &port 
( F O W ~ ~   LO^ 511bbr)l. 

Action taken 

The observation of the Committee that there is need ta exercise 
p a t e r  care in drafting notifications so that they do not leave Imp 
holes has been noted. 

[M/o Finance (Deptt, of Revenue & Insurance) O.M. 
No. 11/44/70-CX-7, dakd 27-1-1@1]. 

The Comm~ttee note that to br~ng about uniformity In the rnattft 
of classification and valuation in all the Colleclaraks, Be Depart. 
ment propose to set up an organbation for a Central Exchange of 
Cla~siBcations and Control. The Committw hope that this would 
help to resolve the diWculties of Ihe b c i s e  Department in clwfy- 
ing items for purpose of assessment It would be ncrrsrrry to en- 
sune that the Central Exchange keeps in close and conPtant tourh 
with the field and regularly issues pidclines to them In the matter 
of proper clwiflcaiton of items. 

[S. No. 69 (Para 1.255) of Appendix VIl to the 111th bprf 
(Fourth Lalr Sabhrll 

Action taken 

The observation~/recommendatlont of the Committee hm beta 
noted. 

The Cnnmntee note that to obviate the mmn of rurh cm 
ths Bard have fisued n m g u r y  tnrtFuctIonr kr tomth. Tb 



Committee kurt that the Board d l  ensure that &ate inrtructlaar 
are sttlctly romplied with. 

[&. No. 7!4 (Para 1,247) of Appendix Vn to 111th Report 
(Fourth Lok Sabha)J. 

The obrvatlonr of the Committee have been noted and brought 
lo the notlce of all concerned for strid compliancr. A copy of the 
instructions I~laued mde letter F. No, 11/3/70-CX.7, dated 23th June, 
1970 L cnclosed (Appendix XII). 

[Mlo FlnaM! (Drptt. of Revenue & 4nsurnnce) O.M. . NO. 11/3/7O.CX.7, dt. 21-10.70], 

While the Comrnlttec mragnir that the Arm in this case might 
have on menu been eligible for assessment under the Campounded 
hvy Scheme, they would like lo pin! out that it did not qualfty 
lor alumuimmt under the aoheme till March. 1W when it aqulred 
evallcd c x c h  Irccnrr. I t  u strange that the Central Exck authori- 
l lca who renewed the licencc of the firm on three orcasionr, between 
Scjtemkr, 1964 and March. 1868 felled ta rccognise thet it was not 
r valid limm. Tkls la not the m a ~ i o n  a l a p  af this kind has 
orcurr l .  ' he  Committee would Itkc Chwcmment to ensun tbet 
Cmtnl Excir authorltim py duc attention \a procedural q u i r e -  
men& of this k ~ n d  In the m u m  uf thcEr work, a$ they have a bear- 
Ing on lhcr legality of awmncntt .  



acwunt of spc ia l  relationship between the seller and purchaser or 
deductions on account of fulfilment of specific conditions u d e r  a 
contract. In the present case, however, the stockists prices to 
dealem were taken as the basis for assessment, from which deduc- 
tions were allowed on account of carriage and bonus discounts, hth 
of which lolated to marketing operations. While deciding the c a r  
in appeal, the Collector made the p r i m  chiwged by hi* mnnufac- 
turer to the d~s t r ibu to~  and sill)-tlatrlb~rttr~'s thr  ~ J ~ S I S  fur d r l c r m i w  
tion of value. 

The Committee desire that, \r*hdc determining values of exci* 
able commodities for the purpose of ;~sscssmrnt, (;ovornmcnt should 
invariably ensure that those arc III strict cunIorm~ty with the pro- 
visjans of %.$.on 4 and that ; m y  ~ I , ~ I I C ~ I I U I  I I O ~  p w n i s d h *  I I I I ~  that 
&tion is not dlowc~l .  

[S. No. 74 and 75  (I 'm 1.270 and 1 280) of A p j x ~ ~ d l s  VII to Ihc 111th 
Rcln~rt (Ftlurth l o k  Sabho]. 

The o k r v a t ~ o n s  of the Commrtt i~~ havr hm brought to Ihc 
no tm of all concerned lor gurdancv A ropy of Uw rnstrucllons 
issued vide note for circulatron. F N o  11/36 70-CX-7. dated 15th 
June, 1970 15 encloved ( A p p n d ~ x  SlVj 

The Committee note Lhal 8 Texl~le SubComrn~tlw app)lnkd by 
Government which went Into !hi:, qurslir~n rcr.wnmcdrci thq main. 
tenance of production ~crtrunts by tnilln ul off-hxmt etup Thc 
SubCornmftlee considwnl such an armngc~mcwl I q a l  ar welt rr 
lo@d But Governmen1 d ~ d  not srwpt their rcmwndaUnr nrr 



prrtical conaiderationu having regard to "the convenience of the 
trade". The Committee are not convinced by this argument, !or, 
they And that about threefourths of the number ot mills maintain 
rcounb at  tho off-loom stage. I t  dues not, therefore, Ecrm un- 
reasonable to require the remaining onc-fourth to do like-wise. 

The Commltke note that the quention whrther i t  would be 
practicable tu cast an obligation on the mill5 tu maintain rrccuunta 
at Lhe OR-loom stage is under conniderrtlon of Cuvrrnment. Aa the 
matter in of importance from the p i n t  of vlew ol erisurlng account 
ability of excislable goods, the Commitke clerirc Lhat an rarlv dc- 
rimion should tw t n k ~ n  in the msttcr 

The Ctrmnrillct note h l  nn rtscmphun from duty war, albwed 
by Guvt, tu wrtm mall  x d e  u n ~ t s  rnnnufiretunng unprocesvcd 
cultun lubrics Ttw cwmprlon nut~fic.g;tion conzil~ncd restnctlve 
xUpular~on whch wrrc colculutcd to chak iragnwntntion of lnrgcr 
unit$ mio nnirll units wtt i  rhr rrbjwt 1.d h k m g  advsnbgr of the 
duly cxmrplmn Thr* nt41licelitm v;,h urrftrrtunittch sc, ~t~r&d a 
to h y  the ronomtnn wen w l w c  it  rtgt~lful hvrr of P decr;tscd 
I ~ M W  inhoritd h* lactnry o r  v . h >  the ~ h o l ~  13~1011; W'US tram- 
l a r d  hp hlJIC at lcw nu\ ~ n \ r h n g  m y  fruqnt.nWnt1 Ttw shtrrs 
\IUIO due rtrw untl krrvthwgh! Crtr 11crt r.\r*~~rurl A l!ilrs t l iawng up 
!hr rwUL~Uun Ewn {I thc tnit!n! rrrllr lrd hum nu&*, the Corn. 
mill*? Iwl hat  ?auhluet~tl>,  w l w  I;t~vi*mmc.nl ~ , h l ~ * c z l  that lhv 
~UNcntrtrn WDII murr I nl rlrlrvr. Urnn I tw hstl ~ntmdtrl ,  drcy 
rkwld hw a111cAd r l  by rnuthvr nutrlhttun (;\rvc.rnnunt, hw- 
W, h whkw thb o b p t  hy burnt Exwutrve Itutructlunr, 
A M  ftm lrckirtg uw duck ornchm td hw , thtw inst-rrretrctns 5c- 
ram bWl )pkary  in efftd *s t t i q  cnvrd only c w  ~hcn llir 
bar#lll of cxclniptiun had iglvrtr TIM connmttW drprr~otz 



thia They trust that Gavt. will take care to avoid such &taka in 
future, 

[S. No. 7Q (Para No. 1.204) of Appendix VII to the l l l th  Rbpott , (Fourth Lok Sabha)], 

The observations of the Committee have been noted. 
[M/o Finance (Deptt. of Revenue & @surance) O.M. No. 

11/5/70-CX-?, dated 2PB1070]. 

The Committee find that the Department acted in a very leisurely 
manner in this case. There was an omission in the first instance to 
charge the product to duty which became leviable with effect from 
1st March, 1964. The Deputy Controller of iron and Steel had in 
reply to a reference from the Department pointid out in September, 
1965, that the product was steel melting scrap and was assessable 
to duty as such. However, no step was taken by the Department 
to raise the demand for a period of nearly 14 months, when Audlt 
pointed out the omission. 

The Committee note that the officer concerned has since retired 
from service and charges have been framed against the concerned 
Inspector of Central Excise. The Committee would like to be in- 
formed of the outcome of the disciplinary proceedings. The Corn- 
rnittee also note that the relevant demand for Ra. 67,579 has not yet 
been real'sed. The Committee desire that vigorous s t e p  ahould be 
taken to recover this amount. 

[SL Noa. 82-83 (Para 1.306-1.307) of Appendix VII to the l l l th Report 
(Fourth Lok Sabhs)]. 

The observations of the Committee haw been noted. 

As regards realisation of demands, the party had gone in a writ 
petition More  the Calcutta High Court and an injunction was issued. 
Tbe same has now been vacated. The case has not come up fot 
hearing though it Is king shown in the daily caw M. Step 
being takdn to get the demand reallsed. 



The dlrlpllnary proceeding8 against the o h  concerned b e  
already been Mtiated but the c a r  has not yet been d n a W .  
[Mlntrtry of Finance (Deptt. ot Revenue & Insurance) O.M. No. 

11/20/7o.CX.7, dated 13-181970]. 

The observations of the Committee have been noted. 

As regar& realisation of demands, tbe party had gone in a wtit 
peUddn before the Calcutta High Court and an injunction was issu- 
ed. The aame has now been vacated. The caue has not come up 
for hearing though it is being shown in the daily cause list. Steps 
are being taken to get the demand realised. It hns been reported 
by the Collector that the d isc ipl l~ry  proceedingn against the con- 
nrned ofticer have slnce been halined and the otlcer h n  been warn- 
ed by the adjudicating ofRcer. 
[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No. 

I 1/20/7&CX-7, dated 31-12-1970]. 

Thin is yet another of a numbet of c a w  which have come to the 
Committee's natice, when Government had ~ i v e n  concessions in 
excise duty thhugh Executive 1nstruction.s. The M i n i m  have now 
a t e d  that the question of issuing an omnibus notitlcat.on is under 
aomlnrtion of Government. As the nmncessiolu given by Govern- 
ment do not have a statutory backing, the Committee desire that 
lhio should be Qne without any further 'delay. 
[Sl. No. &I (Puagraph 1.311) of Appendix VII to the 111th Report 

(Fourth Lak S a h )  1. 

Tbe omnibus notification, which will covet a large number of 
exWng InslrWians mgulatlng thc grant of exemptions on samples, 
h u  kcm AnoUsed In conrultatlon with the Min~stry of Law and has 
barn rrnt b 1&I Omdrl tonguagw Commitwion for Hindi transla- 
tlan, A copr d th notlkation when issued will be mt to the 
cammftksa* 

I t  my, Row-, b mmtloned that d hur not h n  posrvihle 
tn cam all EUEb caimh /a the draft omntbu M)tjRElltkm k~ the 
I*w lYhaMrJ dM not rgm to lhe includon 01 m e  at those in m- 
W at whlrh the qumUUar to be exempted were not spcdkrilly 



notifid. Shce this would have delayed the matter further, it ha 
been decidad to exclude those from the present omnibus not if\^- 
tion. The Government, however, are examining those c a m  essepa- 
rately. 

[Ministry of Fin~nce (Deptt, of Revenue & Insurance) O.M, No. 
Il/9/7U-CX-7, dated 30.10-19701. 

Further Inlormalion 

A copy of Notification Nu. 171/';0 dnted 2lst Nosrnihr, iglO ia 
. enclosed herewith for the informst~on of thr CII I I I I I I I~~~Y (Appendix 

m). 

Recon~~i~rnthtiurvi . 
The Committee are surprised to find that it took Ihr I)rparlment 

one to four years to find out ttut thc aswsws inwlwd in  his caw 
had cleared aluininiunl ~ngirts without p a y w d  of dull.. There 
were a further delay in raising cicmands for duly. i~oscrnn~cnt 
have stated that the demands could ix* raised only r~ftcr agerlain- 
ing that duty had not ken  paid trn thf: dross ivli~rh cvnst~tutd the 
raw materid for the ing~~ts, but I \  is c h r  that t h t  Esr la  Ikprb 
ment did not show duc vlg~lnncv The. Cumml~tw hopv  hii it ulioa 
will bc taken by Govcrnmrnt to rnsiw t t r a~  t i ~ w  ~ru;\;wta; do not 
NYUr. 

The Committee note that out of u totiil d~niand of I{$ M,JSU in 
the above cases, a sum uf 4 56 only has MI f ~ r  btvn rtrwcrvd The 
Cornnuttee dwn!  that vigorous s\rp\ .ht~uiri in*  t,ikrn 10 r r k t r w r  the 
balance 

k regards the recovery of balunrc demanh, 11 nivv tm rkrd  
that out of total amounl of Rs 44.350 56, n sun1 OI R?c ~,!JM& M 
already hen mcovcred Proyerty worth of Rs 2,400 m rePgarl at 



hlegnm Klahori La1 Ghannhyam Dam ha8 h e n  attached, and actton 
for the redisatinn of thc balance amount is in propers. 

[Minlrtry of Pinancr! (I)cpH, ai  Revenue & Inrurancc) O.M. No. 
4IO170-CX-7, d&d 27-10-19101. 

'rhc Committw obwwe that duc to ;in rlrror on  Lhe part of the 
Department In determming thc qumtltics of  paper hoard clrared at 
concer#r~ooal rekv by an alraeasec, there was an ovcr-assessment to 
the tune of b. 1,27317, The Cornmltlce nolr that C;ovcrnment are 
now conductmy: a rcvlcw lo Hnd nut whcthcr there h a w  been m i -  
l i~r  nvcr~asscssmrnta In other Coller.tontts The Cornmittre would 
tikc to w a l l  the rraultx of tha r w w  Thcv would h a w  trlt hap- 
pirr II Govwnmm! had rnrt~ntc.cl t h ~ s  artinn M l n n  a f k r  the Aud~t  
Pnr rgr~ph  was stnt  In t t t m  In Jdc, 1%H 

[S No UO (I'ar,tqroph 1 D ? )  d :\ppcnd\x \'I1 trr thr IEIlh &port 
cPw?h Lok Sabha)] 



The question of tax liability on Oxygen and the extent of asscrr- 
sw's entitlement to the exemption, has since been decided, by the 
Cdlector in an order-in-appeal. Out of a total quantity of 14,006, 
232.32 cubic metres, a quantity of 1,866,977 cubic metres of oxygen 
for the period 24-4-62 to 31-12-82 has been ordered to be deducted 
fmm the demand raised and confirmed by the Assistant Collector. 

The observatons of the Committee have been noted end 
brought to the notiw of aU concerned for guidance. A copy of 
instructions issued vide letter F. No. 11 14!70-CX-7 dated 26th Ocb 
ber, 1870 is enclosed. (Appendix XVIII). 

[Mini& y of Finance (Deptt, of Revenue & Insurance) O.M. No. 
11/4/70-CX-7, dated 28-1-1911]. 



RECOMMENDATIONS/OBSERVATIONS WHICH THE COMMIT- 
TEE DO NOT DESIRE TO PURSUE IN VIEW OF THE 

REPLIES OF GOVERNMINT 

The Committee tind h t  exempt io~  have a h  been Oven in 
favour of fndividusl organisations or bodies. Government have 
~tated that luch exemptionu an given only "when circumstances of 
an exceptional nature exist". The Commlttce find from the parti. 
culnn of thm exemptlow in 1Ob7 (5 in all) that a State Electricity 
Boud was exempted from duty on refined d i a l  oil used as fuel 
tor generating electricity. The relief gwen for four months result- 
ad in Government foregaing nvenue to thc tune of Rs 14.5 lakhs 
(approx.) The Committee would like tn be apprised of the c d -  
dcration that weighed with Government in extending thrs concession 
to only one of the many Electricity Berda in the country. 
[S No. 4 (Para 123) of Appendix VIL w the 111th Repr t  (Fourth 

Lok Ssbha)]. 

Exemptions from EXCIPIC Duty in favour of tnd~vtdual orgarma- 
tians or bodies uc gcven when circurnstnnm of an exceptional 
n r tun  mut. Thr cast? cited by the Committee, whlch pertains to 
Ulc RajlsW Stiib Elertrtcrty bard. is of an exwpt~oml naturt. 
hlP to ~ d w  dmughb. during the previous two years, the 
p a  grwntinn h m  the Gmdhiuagttr Hpdn-elwtctr.~ Power Sta- 
lion in the Chrmbal River was wriowlv affected It was npre- 
roahd that whC the dmmnd of RajadhPn wns for about 20 lrkb 
ualbr 8 day, the power avall~hdilt; I M ~  all mums, Lncludlng 
Bb*br bja& w u  only ahrut 8 lakh units per &y. It a m  feared 
that bdcatm of UK IOw r w n ~ ~ l r  ImzI d m d y  reached in the 
C u d h t ~ ~ p r  DM, the powst supply would bve to be furht  re- 
d u d  With 0 n a  to m ~ t i n g  tbc cmrgent altualian, thc bju- 
lhul bwram*lt had mangal to @t r C ~ X  Generatar Spl of 10 WW 
fmm M m ,  buk b y  were unable b run, it u the mt af high 
rp#nl h i  4 ronrumcnl In runin# the gcnentiq wt mnrkd nut 
lo ahrut 80 pdm pm unit, glhcc tha $twW WM dl m rmcr#W 



nature, the Minister for Irrigation and Power sponsored the caae 
of the Rajasthan State Eleclncity Rowd to the then Deputy Prime 
Minster and request14 that sornr rcllef should br provided im- 
mediately at least for a period of four months (from April to July 
1967). It was expected that thc rainfall during the m n n m n  p r l o d  
would replenish the water rcscrvoir and the Gandhimgar Power 
Station would he in a posrtion to produce its normal oulput of 
plrctricitp. In view of the cm~rjicnt situ;ltlrm and thc strong CMP 
made out for only a temporary pcrlod, the t k n  Deyutv Prime 
Minister agreed to grant the rellef frcm exclsc duly (to thr extent 
of 50 per cent) for a priod of four months only. 

In their 72nd R e p r t  (Fourth Ink Snbha). Ihc Contnritttr had 
dealt with the excise-arrears amcmling to Rs. 3.14 crorcv on account 
of glass ivml fibre. The Committee wcrc thon infornmi that Gav. 
ernmcnt were rvnsidrrinji thc q~reslir~n of witirtlr;~rvinfl thc rclrwnt 
dcmands, in c.ons111tat11m with thv C cF: A G. T)w Cwumitlw ril. 
jiwt to olwrvc that althi1rlgh a wnr has clnpxd, rw dccixion l\as 
yet been taken. Thc Cnmmitlrc drsirr that thr ntaltcr should Ixl 
settled speed~lv. 

IS. No. 3 (Para 1.89) of Appwlis  1'11 In 111th Rrporl (Flourlh Ink 
Snhhn) j 

Actiaa takm 

As regard the fourtlt caw, Ihr Commtttcrc nrllc thut lhr opinion 
nf the M i n i m  of Law i n  that thc firm whkh was in cxiatRnca 
oa 8th November 1063 ceased to exist as such with the death ol rn 
nf the partner of the flrm TIv Cnmmittw would l i k ~  to hp intnrrn. 
ed about t h ~  adion Govcrnm~nt pmpnvc to trike in rrgard tn alrb 



concadon amounthg to Ra. 1.89 l a l h  extended to the h which 
has become fnadmh1ble in the light of the legal opinion 

18, NO. 38 (Pam 1.133) of Appendix VII of 111th Report (Fourth 
hi Sabha)]. 

No rction to rectify tbe short levy her been found to be possible, 
u arcardiq to the advice of MInhlry of Law, I)\iCh demPMk would 
be attracted by the tfme-bar proddon of Rule 10 of the Central 
Exch Rula ,  1W 

[M/o. lbme (Deptt. 01 Revenue & Lurumce) O.M. 
12/9/7brCX-l dt. 21-8-1970J. 

The Committee coneider i t  regrettable that over a perlod of 8 
pears from 1957 to 3 9 6 ,  the Rparhnqnt should have mntfnued to 
rarrc supplementary dcmanda on curen of tobacco, without ascer- 
taining whether the g d s  which cmtttuted the prime security 
for the duty wsro actually In the pacssaion of curers or not. The 
demands rhlch 8#@~@3kd Rs 1 8 3  lakhs wrre ultimately with- 
drawn as n rcarlt ot a Irgnl op~ninn that m Ihc ahgencc ot any 
proof !hat the $nods srrt in lhr pnlst?aion of aue?see at the timc 
at prafcriurg the claims, thr cla~ma would not be sustamable 

[Sr. Fio. I (Pars I 1%) nf Appmdlx VII to 111th Reprt 
(Fourth Lnk Sabha)]. 

I t  rr UM lktt the ruyglmrnlary demands on wrn of tobacco 
in rwpcct of wp@d D.D f wttr raM duma tbe prwd 1958 to 
11)8f in onlrt b fullill the rqutnmcnt of rub Oh nf the Central 
Euzlra Rub,  IM, am rr trrstrd d ru mt*pseted at the tune. 
T&r rx&m el Ib# ldvrm with e ~ h  rad twq cum, however, 
could arb k wl?M with wpm avaiLb& a1 the Urn, 
nor wu it mukid L Lld dm ~c*surp to da m k f n n  
utulq cup9bmruy rkPnuKk wkt  fJb. #A Ch m i p t  cf ZRC 
t irmct la;mw af Nbs @A Iftn I)* hlwmy of L*w, 
~tirdrcrmtRfbWk,bawr~m 



It has been stated by cover me^ that 01 tb@@ 
n l a M  b petty @we= in pine gmwing areal, when ~ u l d  
not &n feasible for the Excise Departmen1 10 ha" ml'd!+. 
d checks except at huge cost iO the exchquer If SO, C* 
m i n ~  f& b ~ d e r w d  why tld demd5:  WCE mbd 81 1. h 
is &I k p p d  & Commmtteci ~ m p r e h m h n  u to why ik 
demands were raised in '8 lurmber of Curs i4 ,war 4fW I* ~fipbrrI 
demands were raised whcn it  should havc k n  qpanml b tb, 

13eatt that the sto& of t h p  nrnmndily \sh,ch was pd.irb&h 

fie co&t& get the :mprr.sion that hordl!- any r h d s  
were exercised the oficcrs rcmccincd The ,upplcmiqnti+l 
demands arose, becausc under iaw as i t  sl(i~~iI, th19 Drlfl~f!. d 
the curers for duty aw to i ~ ,  f i s d  with r t h ~ t ~ n c r  h i  I ~ P  &ta  (:n 
which duty was actually palti. E w v  s u c m i w  inrrrnv ,n titi!!', 
therefore, raised the curers' liabilit!. for sn long as the duty r > r t p -  
nally dcnended rm;siord imiairi. Thc th;ti the go& dl{! no! 
exist whcn supp1anent;try demands werc raisrd wnuid ~nd,iatc 
that the curers reniovrtl the tobacco, ui:kout payrng rvm tile r;.l?y 
that was originally demanded. Remavni rii ~oods withut pry. 
men1 of duty is a punishable o f f e t ~ c ~  ~I:II~c'I the Cvnm! Exr t r  :ind 
Salt Act. It IS not clcar how the I)epartn?ent ~ l l o r ~ r d  !I111 t t i  ! i ik~  
place in such a largp number of c a w  wrlhout hnvinl: rwounp h 
a court of law. 

Under the Scheme of Central Excise control rtp~lirablc lo 
tobacco in normal growmg wears, tlrc ~nltral demand far duly tr 
made when the curer wants to clear the toham, on pavmmt of 
duty. After the duty Bs9e31rmPnt L made on due clircking nl tlre 
stoek, the curer hu 10 days tune to pep thc dulv whlch ir rlw 
normally extended by another 10 drps. Durlng thl5 pttlod, how* 
ever, there io na c o n h w u s  phMl ruparvhn am Uw! tdwmr 
which L ldt with the curtrs. It Is, thsnrIure, p ~ b b  Ior tb 
curers to dirpaae of Ibo tobrcco without ncturlly p r y 4  & duty 
iwwd on him In view of Ur wide am vndn & &rp d 
olllcer, it L aeilher precticable nor ccooctmlcrl h the ~ N F  to 
ereme contlnud supenttion over the numerous m, k, m n  

t h ~ ~  not d h d  at before paynnnt d dub Owjar 



Thr Cnmnl;ttw would likr Gnvcrnrncr,~ l o  mvmlrgntc thorwgh- 
ly th clrcumrbncc* bupt Id to the w,MfgwaI of thew dcrnoni?s 
a d  ra Ilx rwpmibiltty lor t!w laxtly irr augurwan which made 
f pxrrlblr k tho cunrx Io mmcm the t o b m  withlzt~t pytscnt 
of duly 



tobacco growing and curing, It will, therefore, not be possible to flx 
the responsibility on individual omcer? in a situation like thin. The 
Ocv9ernmeat, theref~re, feel that aince adequate iurther measurea 

. have been taken to remove weahesses in the system, it my not be 
necessrsry to again undertake an enquity for b&@ of respoAbi- 
lits. 

[M/o F i n m e  (Deptt, of Revenue and Insurance) 0.K 
No. ll\7(70.cx-? dated ~10-1910]. 

The Committee regret that pacldng and wrapping paper used for 
packing newsprint were assessed to duty on e concessionel or nil 
rate basis, thmgb this was incorrect in tern of the Boerd'8 orden 
on the subject. The resultant loss of revenue to Government RW 
Rs. 7.01 lakhs. The Committee would like Government to investl- 
gate the cinvmstances under which the wrong aBsessmenb occurred 
and to 6.x responsibility therefor. 

[Sr. No. 61 (Pare No. 1.232) of Appendix VII to 111th Report 
(Fourth Lok Sabhe)]. 

Action taken 

The observations of the Committee have been noted Since pck- 
ing and wrapping paper used for packing newsprint were assessed to 
duty on a concessional or nil basis through a boneAde mis-interpte- 
tation of the Board's orders on the subject, by all the Central Excise 
Wcera in the field, Government feet that, at lhis late stage, I t  may 
be dimcult to fix responsibility therefor. The Government, however, 
would ensure that the orders in future be in explicit tern~s so that 
they leave no grounds for mis-interpreting the same. 

w,o.  Finance (Dcptt, of Revenue and Insurance) O.M. 
No. I lj47;7kx-7 dated 80-10-1970J. 

It war dated before the Committee by the representative of the 
Central h d  of Excise and Customs that Government were W a d -  
visedw b ime ordm whicb precluded ammment of wmpphg and 
p c h e  ppr on the same basin as the newprint wrapped i. arch 
ppr. a the principle followed by Government in l u h  aa i~ to 
chge m r h h ~ ~  th m e  mte of duty r the rnhb. If thh h 



[Sr. No. 62 (Pan 1.233) of Appendix VII to 111th Report 
dcnuth L& 8rbba) J. 

~c1..hl*mt@Lbll , lD1II( I  exeww l!&iwa 
~ b t h t r c r r ~ 1 ~ ~ ~ ~ U a t n b d b D ~ ~ ~ d o t J  
w:o~ofc~adianr)ot~pl#ibrrdumrrttrBuWto~ 
pPaabaarJa9. Rw,-,to631mbDrpptjtbs~ 
U i m a p m C r l r , ~ ~ r u d n l g & v e I p * r b t o r p - - ;  
who owned hb OPJb on tbbpducth  of eight pacrloopptct tbE 
rate of f a  for I#Eh poduCflQ1 Unk Ibic d t e d  in rp rmda- 
-dhIIL Tb~mmbeboa(LcttaDegun&r, 
womrradfal(oAPdll).T& Depuhmt, bmcocr, toof: 
"m"b,( .* Ih~.f thibrnultWulh~y.  
an1~ 8 Pull UWUD~ d RA 47QIl- COU&I br rrasd 1* 
mlttae wauld LUr Covexnmnt to lavmdlgrk r b y  pmmpt Htha 
not WMn. 



AdtootdPsn 
 he case br 6 taau@ted Ths m$kdtha k,wrtlorW 

n* 

(b) keeping in view the principles of MW jdec it  we^ 
l h h u d m t o n t h L ~ t C 6 1 l d e t o r 1 6  i m r  JM(p 

' i r a r e ~ t o Y h e P u Z f a n l t o ~ f b ~ .  'I'heshtW 
~ ~ W W L h c e l b f W A w l l t r n t  - 0 a  

I 6f.)0~Wrhplyotfbeprrjmncshdar.WbO. 
Cbpkrof#abrin-b-If,~18,puSJfn 

Tbe loteut podtion of tbe writ ffled in the High Court ir u 
rmder:- 

(1) The Hon'ble High Court, by an order dated &Ill.@, 
d h $ d  the paty, Birr. Khemcblnd Rajkumar k, furall  



' b ~ I l r r n # r M W r c G o r a n m a P t ~ ~ d ~ d b  
a s r a d r h r ~ h ~ l r ~ h r r ; ~ ~ ~ ~ l  jmyableiw 
the pwiod March 1MS to 12th July, 1MS were not nlwd. 

I ! ,  -" 
, , +  I 

on 6.10.Q rad w r w , q w &  the puty oa 27-1165 
asking 1&cm b rbov caw why dfdcmtirl duty bctwon tbc tarif! 
~kof I f iSnql* iur;a~tr iok,o~,spdt&QP1$~ppl(dJlruld 
~~tknbawndfrQmtbaab*&ddrrd(b*idrbtt 
h j l l l l l a a O u ~ W o t ' ~ h N a a / ( d  Tlrooawrd. 
~udlcrba~ w, rad udar tbr. dllbaatiti 
d t t t y f @ o r & k s c , b k r t ~ p s c b d b o p 3 . 6 5 n u - -  
dtd 4 ( 



RPLIES Q, WHICH 
C O ~ I T T E E  AND 

WWH m$um M ~ T I O H  
/ I  ' i@ ll&&ee&qddkr~tb Wfmbd w~arLmm? 

and the tsadeqq to cNB>.dkrde tbr t a d  w h  hflficokhv should 
beori;ed& ~ o ~ a b a b m t b t t E l ~ W b u r t s l , a s ~ t  pro- 
v&& as a p ~ f u ~ ~ n t  m d dipwddh opln@n 
to intfuence taxaw(@bm Tbe pa~'ghb td & exwutive 

(a) Mwt of the 110t&#W, rrbfcb lrrued md whkh tub- 
dirida *tar@, o t c l t h  Whkh m hued rt thc time of rnrldng 
Budget All  tbw a& di&uwcd when the Fima Bill 
corm~s up for caddenttan of the H o w .  However, at the time 
of p r a d q  of Bud@ &mdq all the Infannution is not readily 
available, apd, therefore, it becomes necessary to grant relief to 
some sector of tbe indurtrg through a notiflation. In the circurn. 
stances iswe of ouch Notiflcoticnr i s  unavoidable. Nevertheless, 
stepe are being taken to make a review of the exioting subdivkons 
brought about by noti8catioa and in respect of such of those, which 
are of a permanent nature. The Government will consid~x to make 
!hem a part of the bud. 



(b) f i e  Cjovwn&nt /eel that it M not po~iiY to write dam 
in spec;ftc terms, well d e w  crlteda, in t b  CoPtrsl Bncue BN, Ih 
the b W 6  o? ybch yr(pptim wtif~cation~ ibould be Wid. How- 
ever, an atlempt would be made to work out some broad categories 
which would pro# werru). @&lines for midention of cases 
for grantkg ersmptbn km duty. 

AU cxekAp%~ @vdviut a m t  cent relief hbb, duty &dd 
require @ix P a h n h t a r y  approval. A rultrble procedure will 
have of course to be worked out to cover exigencies which may arise 
when Parliament b not in d o n .  

Exemptionr in favour of In&vidwl parth, organiratioar, etc.. 
whetha by notification or by rpedol o r h ,  abould be avoided, and 
when absolutely necessary, should be reported to Puliament and r 
motion moved by the Executive within a apcciild tirqc for their 
consldaation, f d h g  which they rbould l a p .  
[Sr. Nos. b(iv) and (v) (Para 125 (iv) (v) ) of Appendix VII to 

111th Report (Fourth Lok sabhr)], 

The obe~ationrlrecomwn&tionr made by the Crmmitter haw 
been noted. But dm, they ralr pUcy quationa of f i r  reaching 
hpliertioac, h e  am being uumined by the Government fa grater 
deldl and M 8og v a W o n  ir arrived at, it will be duly cornnu- 
nicated to the Committee. 
[M/o Finance (Department of Revenue 61 Insurance) O.M. 50. 

1/8/70c~-2jc~-? dt. 30.10.70]. 

After very cnreful conrjderstton, Ute Government have m e  to 
Yle conclusion that it is not feasible to a q t  there recammendo- 
Yons. Apart from the fact that in the cues where full exemption 
from duty is granted (either by notilkation or a JpcciPl order) there 
is greater juotlflcation and urgency in doing so than in other cam,  
the number of such specie1 orden is& under Rule 8(2) of the 
Central Excire Rulm or under Section 25(2) of the Customs Act, 
1862, is so large that it would not be posrible to either w a ~ t  the 
Parllament'r appraval before issuing tbem, ar, to move o motion md 
get it diacuged withln a specifled time. Already, all the notiftea- 
lions which are imed by the hecutive, are placed before the Par- 
lluarat and it wall alsa be possible to place the Spml Executive 



The rec~mme~~dation of ths thud- will 1Iso neer~sltlts aa 
amendment of the Custom and CsnBcll Eaclwr Tbc pew 
Central Excise Bill is to be re-introduced la the new kk ad, 
if cansldond necessary, the xpecific mmmendrtion could be exa- 
mined by the Wect Committee to be appointed for the mlden. 
tion of that BIU 
[M/o F h c e  (Department of Revenue & larunl;pscg) DM. No. 

(Fourth Lnlt &*)I 



~ A T l O N g ~ O B S E E Y A T l O N S  IN RESPJET OT 
WJiER QOWWENT HAVE FURNISXED TtQT&Rlld 

RPWEhl, 



The Committee notice that at' pk& the Department employ* 
what has beon mghly estimrted u 28 pet aat of p r h r y  clrdr 
staff o~ tbbocco work. Conriderfng that bort d the to@ excise 
revenue of over Rs. 1,100 crow, bahcco excise (manufactured) 
and unmanufactured tobam put together) accounts for about 
Rs. 200 crores, the sM emploped d fhis work would appear to be 
disproportiop~tely high. Nearb 81 per cent of the duty on 
unmanufactured tobacco b collected at LhQ, Wqb~yea This woulg 
indicate that by a judicious ratlonalisrtion of check# on growtn 
and c u r h  Bpld fnknsificItj.1~1 of tk c h b  at tk revenue $Idding 
palats,'ft mi& k pwble b b* R b a l t  R MdWd la the stoff 
d ~ l w  C the work. Tbe Camhittee rould lib th matter to 
be Wtcn up ibr a M k d  M y  by (hmmli1. 

[M/o F i m c e  (Department of Rcvmw & Insurmcc) OM. No. 
1 2 / M / k - 7 ,  drhd  18.ll.lWb]. 

la !be opinion of the Committee, the procedure rdoptad by Gov. 
mmcat was irregular. Apctrt fmn the frct tho! ft mlted In r 
loss of revenue to the exchequer, through grant of mcardonrl r r W  
of duty, it was also dircrlminatory, u the ddeviatlon otllsn mrod 
doth produced by particular mills The Commitbe hrd mkd tor 



full particulanr of deviation orders issued in favour of various 
parties which regrettably have not been furnished by Government. 

The Committee would like all these ?articular8 to be collected 
and an independent investigation to k made to determine: 

(I) Whether there were objective and Impartial criteria for 
l m e  of the 'deviation orders'. 

(li) Whether, in fact, these criteria were followed white 
issuing deviation orders. 

(iii) Whether the benefit of deviation orders accrued in actual 
practice only to a few parties and if so how ii occurred 

(iv) What other advantages, apart from duty concessions, 
accrued to mills which weFe able to market cloth covered 
by these deviation orders as controlled cloth e.g. whether, 
for instance, it provided the Mdls an easy market or sub- 
standard cloth which would othawise have been d&ult 
to market. 

The Committee would like this ~nvestigation to be completed 
with~n six  month  and the results to be intimateu to them. 

There IS one olher p a n t  which th11 Comrn~ttce wish to mention. 
The drvtation orders were or~ginoll! hrlil I t ,  bc hcyond Ihe compe- 
tcncr of the Trxttle Comm~uioncr by r Branch Secretanat of the 
Mtnrs!ry of Law When thc matlrr w a s  rekrred for a second 
op~niun, tthc SIi~iMry of law h&l that the T P X ! ~ ,  Co(nn:5s:oner was 
cnmplrult I i r  j r r m ~ l  drv!i~hnn$ 2nd that thctr KIS "lml! a defect in 
form" Sinw :hr dvltulwr form has v!ria!d t!x orders, the cc)nct+ 
sion tn rntcbs of dilli; rxtrtrdrd cm thp stnnglh of thr* orders n w  
I O C ~ J  legal ocrthnrrty Thc Ctimnultc~ n o k  that (;crw:nn:cnt hare 
lsuwl '.l'rrfidii' 10 rvfiuldn'cc t h ~  p~s~tri tn.  but Ihr Cornrnrttw nrc doubt- 
l u t  whether it 1% In rrrdc; by !his m c m .  rrtrusprcilwly r o  replanw 
n tax rrmWw.ln Thr C v r n r n ~ l r ~ ~ ~  would I I ~ P  atilhontatiw I I ~ I  o p -  
!tian un rhrs p m I  !O \M' taken 11: &~remmer,l 

[S.  Nu. %3U, ( P m  1 %I i@il of Chapkr VII of thc 111th Report 
(Fourth Lok !jabha)] 



The present position in regard to the PAC's recommendations 
(S. Nos. 29,30) are as follows: 

L * * 
A comprehensive investigation of all cases cov*d by devia- 

tion orders is being conducted by two senior ofacers of 
this Ministry and their report is awaited. 

An investigation committee consisting ol  S/Shri K. 9. 
Bhatnagar and K. S. Raghupati, Joint Secretaries in this 
Ministry was appointed on 7th September, 1970 to go into 
the nature and effect of the 'deviation orders' etc. and to 
submit its report within 15 days. But, unfortunately, 
Shri K. S. Raghupati hss k c n  extremely busy all this 
time. He had even t o  go abroad once on officinl duty 
during this period. ?;ow olw he is ertrcmcly Llny w ~ t h  
the Indo-Xcpal trade talk,:. In  t!:r circumstances, it  has 
cow bcrn decided to cntrus: this wbrk to Shrl V. C'rnk~te-  
snn. Jo:nt Scrwtary Thr Cmmitttu? i q  h i n q  a~kr r i  l o  
submit their report within 15 d a y  PLP p n n  Rr Ihp Cnm. 
mittec's r e p r t  is rccc!~c~l 3 dwft ';rcl.irjn tnkrn' note W\\  
be prepared and sent to Audit fn: w t ! i n ~  At that time 
advanoc cnpics of the d r a f t  'artion tnkcn' n O  \ul l  be 
sent to the Lok Snhh;~ Sccrc;!i~riat iis tlmircd 

As already expla~ned in this Ministry's O M  of cvcn number 
dated 7th November, 1970 thc r t t v s n t  Rlc has k n  dent 
to the Ministry of Law trn 4th N o n m k r ,  Itno requeollng 
them to obtan the oprnlon of t h ~  Atlorncy Gcncnl  or 
the Solicitor General. As scxm a t h r ~ r  opinion is mctlv. 
ed, a revised draft 'action taken' nota Phrll bs prepared 
and sent to Audit for vrttinq. G~mul tdncody  rdvanco 
copies of the draft 'adion taken' note &dl bc mt to tbr? 
Lok Sebha Secretadat. 

bth d l  9-1-7bTw. A dt. &lL?O and 10.11.70 fmn U/o 
Fordgu Trade]. 



The Committee also nok that the assessee in this case got duty 
concessions amounting to RB. 1.38 lskhs on the strength of dev~atlon 
o r d e ~  isared by the Textile Commisioner to cover sarecs which 
were not at  the wldth' p m i b e d  for "controiled cloth" In an 
earher section of this Report, the Commitkc! have suggested a cnm- 
preheasivt investlgetbn of all cases cmwed by deviation orders. 
Thc Committee have a h  poinbd out that In the light of thc kgal 
oplnlan that dedation orders wcrc vitlatcd by "a dcfwt tn form", 
conccsaional aaesem~nts nn thr strcnqth of thew orders W!I lack 
Iepl validity. The Committer would L k f b  trr be mfrnmcd crf the 
nclinn prapoEird to bc taken by Govrrnrnrnt In the 1;~ht cif !hi5 FW 
\Ian tn velldntc the concc~stnnal asrr, r cn4*  In this cqsc' 

[Sr No. 32 (Para 1.1051 of Appenckx VII tu 111th Rcp~rt  
IFourlh L(lk Sfitha)]. 

Tinz llinnty rf Forapn Tratfr an i Suppir h ~ v c  :ken requested 
11 f~lrmrh Uw r c q u w t i  1nform7til n a!!r r ol,f~,n ng the !cgai c i  :nii,a 
llrccl to thc Publrc Acc~runts C i w m t t w  



were not legal or were ineffective in the eye of law. 
Therefore, the concessions in excise duty allowed in pur. 
sunance of those deviation orders w r e  themselves legal 
and there was no question of giving those concessions in 
excise duty with retrospective dec t .  The errata a u k  
quently issued by the Textile Compisdoner were only 
meant to remove the defect in form. Them wrr no que6- 
tion of the errata removing any defect in subtmce of 
the deviation orders. Hence it is not correct to say that 
the errata purported to give conceadona in excise duty 
with retrospective effect. 

Sd/- L. J. MANJREKAR, 
JS iG L.A. 49-70 

I agree. 
Sdl- Jagannnth Rao 

59-70 

In view of the kgal opinion expressrd by !hr Mmstry oI Lnw, 
no action to validate thc conress~onal nstcumcnts in this caw 
appears to be necessary. 

The Commltttq can11 v !:$) r*.prcw:ni: tiill ,I; ii.!rc.?i$ rrwr thr 
manner in which Govt acted in rhest cuws An txgriw mnditirm 
for the grant of slab ranccjs~on undcr ~ h r  Exemption Xot~flcnlwrr 
issued In March 1964 w a s  that !hc ;EN~WV h n d d  t i aw  nwnd a 
factory w h ~ h  was In producbnn or! the cruc,el date : r @h h'avrm- 
ber, 1963 In none of the five caws nr'ntsitnrd rn Ihr n u l l  para- 
graph, was thts condit~on wtisfl~d Yet the 811th c m c d o n  unCr  
the Not~fication was allowd In ell hc cam arnnrrnuna to RC 1242 
l a b .  While concession to the fint rhlr~ss~l' uraw g t m  by the ml. 
lectorate, the coneeacion In the nmnd and Alth cam w u  @ran by 
the Board m appal acting tn a quu~.jud~cra! rrpncity 

Government have adrmltcd that m thc Ant cuo, brcLdd by tho 
collertorate, the concdon a r a  inndrn!lclfbla md lhrl AIrtipllfwY 
proaedinp are being Mtintrd The Commlth would llka In k 
apprised of the action taken In thla mpt 
@I. No 39 (Pmaraph 1 1:Q) o! Appndtx \'It kj ihr, 111th &pod 

~taurth tolr MWI" 



Tbs Collector of Central ExcLe, KPnpur had been requcitrd to 
tdtjate diriplin gronwilngr against the adears concerned A 
&tailed report ru 7 mitted by him indicates that the main penron 
teaponsihle for the l r u e  leading to the Irregular concesoion wu 
Shrl Satgur Dea, Deputy Superintendent, Central Exciso, who L 
no more alive. However, the explanation of the suprvisoty ofecen 
ir bdng cs l ld  on recdpt of whlch action, if necessary, would be 
taken rgrfnrt them. 

In8twction8, have also k n  hued to the Colkdors that all 
olcen in the Reld should be wamed that in cases like time, where 
candona1 nb of duty are preacribcd, full cane should be taken 
to enrura tbat the proviaions of the aid notiktions are ecrupul- 
oudy obwnod 

[Mlo Finance (Rptt. ol REveaue & insurance O.M. 
NO. 11/12/?aCX?, dt. 24-9-1910]. 



76 
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of Collectors. The Committee dosire that Government should con4 
sider the question setting up an Appellate Tribunal on the Customr 
a d  Cenbrl Exciac side on the lines of Income-Tax App(ll8k filbu- 
nals. Ti3 thh is b e ,  it should be ensured that the Bawd, while 
acting n an appellate body, does not allow its judgement to be 
t r a m m M  by policy decisions taken by It in an executive 
capacity." 

[S. No. 36 (Pam No. 1.133) of Appendix VII to Ule 111th &part 
(Fourth Lok Subha)$ 

Action taken 

As the Public Accounts Committee is w a r e ,  provision has already 
been made in the Central Excise Bill. 1969, which is now before the 
Sklect Committee, for separation of esecutivc and appellate lunc- 
tions in the field lerels by creation of posts of A?pellatc Collrctors 
who will hear appeals against orders passed by ofllcers uplo Deputy 
Coliectors' levd. As the Srlcct Comrnittw on thc Central Excise 
Bill has also received suggestions from various quarrcrs for makinfi 
pror~isions for a Appellate Tribunal in the R~lls. the flnnl decision 
will b+ taken after the dclibrratrons of !he Sclrct Commiltw arc 
availablr to Government. Bleanwhile. thc rtrcmmcndations d the 
Committee have been noted. 

The Committee's ohsfrvat~ons that the Roord whdr rrctln~ as 
an appellab body, should not allnw its ~ u d p m c n r  IP bt* lrnrnnwltcd 
by p l i c y  dec~sions taken by ~t In an r w c u t h r  rnpac~tv hnov k h n  

noted. Every care i s  alread!. k i n g  taken !ra cnstlrr thr nhjcctivr 
the Committee has In wew 

[M'o Fmance (Dcptt (!I Rt  vcn:lc h. lnsurnncc OM 
No 2?/2/69.CX.2 'CS-7, rlt 24.9.IBMj 

In the present case thc Comm~tter wou!d I ~ k r  to hcrk Ihc opinion 
of the Attorney Chera l  rn the V L I ~ I ~ I I V  of !he ~ x n n p t l o n  nrlfftrr. 
tion isued by Governmml t r m  trw 10 lrmr m r r  IH! The matter 
IS of substanka1 irnlnrtance u it d!wt~ lhr 11-gal volldlty a! duty 
conesmns  which amountd In as much 9% Ib 224  rum 

The qucrtion has been rcfared to I& Mm~rtry of h w  fcv 
obbining the Attorney Cmcrrl', nylninn on the pwtlon d ~ l d t y  



[M/o Finance (Deptt, of Revenue & Insurance O.M. 
NO. l2/3! 70-CIX-7 (PF) , dt. 7.1870) 

In the opin~on of the Commtttee, this case raises a very funda- 
mental question, namely at  what stage Central Ex& duty is levl- 
able on a cammdty Xlkt glycwtae~ The repreoentat~vcc of the Cen- 
tral Bobrd of Excuc and Customs atated that, though crude glycenrre 
IS e marketable commodity, kt will nut attract duty ru such, if ~t was 
used for refining and producbon of exc~sable products like pure 
q lyccnc .  Under Swbon 3 of the Central Excure Act. 1944, ha- 
bll~ty for exwe duty, however, orrses as w m  w a product IS m n u -  
facturtd and beromcs rdent~flable under the relevant tanff descnp- 
ran The nlevanl tanfl Itvm 14C in  thu case s~mplv  reade "gly- 
ccrrne" and docs not dtdrrcntlate between the varlnus cakgones 01 
glycrr~nc 

' h e  m m r  rr undrr rxmrrmtrrxn nn ccasulraBon wlh the Mtnu- 
!:y of Law; whtm 11 x t  if-c.trnt.rrnci notc has k n  ePnt for edvrc  
The blrnutry *d Im h a k c .  hrrwrtt.r d a ~ ~ c d  thar the ~ssua raised 

rr the mMcung my br d t w u ~ d  pmtlv wilh thr r rprwnts t rva  of 
the C 6 A G  m rrll ur thc Cen~ra! h : d  of Excw and h m m s  
Ylrp rrr king tokrn 10 c x l d i t c  the mtlrr 



of Govemmt "Ph6 Committee also dsalre that tho &urd should 
nvitw the &sting arrangements for dnftlng of notlflcatkms. The 
work in this regard Bhould be entrusted to offtcera with a legal back- 
ground and a thorough understanding of the Central Excise Law. 
[Sl. No. 67 (Para 1.246) at Appendix VII to 111th Report (Fourth ' 

Lok Sabha) J. 

Action taken 

At present, the Central Board of Excise and Cuutoma is stalled 
in the Technical Sections at the level of Under Secretaries and above 
by officers of the Custom and Central Excise Service who haw 
experience of administering Customs and Central Excise Laws la 
the field. After a decision is taken for granting an exemption, the 
whole file containing the notings, summary etc., which i n k  aha set 
out the intentions of the Government, is sent to the Ministry of Lsw 
akmg with a tentative draft of the praposed notification. However, 
the question as to how best the existing system can be improved in 
the light of the observations made by the Public Accounb Commit. 
tee is being examined in consultation with the Ministry of bw and 
the decision when arrived at. will be communicated to the Com. 
miltee. 

l?dmistry of Finance (Deptt, of Revenue and Insurance) 0.M No. 
11/44 M-CX-7 .  dated 27.1.19711. 

Recommendations 

The Committee notr that Comrnmrnt uuflcrtd a lor$ a! Rs ?R9 
lakhs In t h ~ s  case due to a failure to class~fy I h r  1 l r~n1  prtrpcrly which 
resulted in an under-a~tnsrnrnt of duty The rhcmrcel cxantiner 
attached to the Department uas asked to untlert~kr an exeminrrtlon 
of samples In order to detrrmlnc the nature n! !he I ! D ~  but a corn. 
plete report on tlir tr(t was not wnt hv h ~ m  at m v  rtage The 
Cornm~ttee note that the qurstlon whether drrrtpl~nary action 18 

called tor in t h l ~  caw IS under conadmtlnn of Cmrrnrnml. T~H, 
Cmmittce would 11ke to be ~nformed of the resultr nf G o t m n t ' r  
~xaminatmn 

The re~ponsibil~ty for the l a p  could not bt  dxcd ea the rstaoult 
file taonul tn have bscn lost due to f q u m t  rhlfting a1 tbs 



and the &e record#, but ef?orta are being mde to n-conrtnret tb 
file by calling for the relwant correrpondence made to other ofseer, 
and, if the complete ffle L rscoartruckd, then ?he question wdl be 
eumfned for flxing the mpondMUty on the odeca concerned. 
[Mlnlrky of Finance (Deptt, of Revenue & Inmanix) O.M. No. 

11/13/70-CX-7, dated 30-1 1-19701. 

The Committee note that due to an omiodon to take into account 
the weight d inride patch vdves of Jute cloth, while arriving at 
the contrrct weight of cement bags for purpose of assessment of 
t x c k  duty, Govtmment lost r w m e  to the extent of Rr 5,095 in 
one c w .  Alw d e w d l  for Rs. U6,W raised by tbe 'Department 
on thin account in mother cue are pending ar the matter Is sub 
judlce before the Calcutta High Court. The Committee would like 
to awdt the declalon of the High Court in the matter. 

[SI. No. 71 (Pam 1.266) of Appendix VII to 111th Report (Pourtb 
Lok Sabha)]. 

The caw is still p n d q  m the C8lcut1a High Court 



' h e  o$servatiodg of the Committee have been noted. In t h ~  
connectitm it may be stated that explanations of the officers found 
kg have been obtained and are betng examined. 

[Ministry of rlnance (Deptt. of Revenue and Insurance) O.M. No. 
11/41/70-CX-7, dated 23-30-1970]. 

M h c r  regrettable feature of the case is the fact that no effec. 
tivs internal audit was conducted. During the period 1962 to June, 
1967, the internal audit party audited the accounts of the fsctory only 
once in June, 1W. They did not point out either the omlsskm to 
conduct the armval stack-taklng of parts or the discrepancies in the 
accounts. The Committee trust that pursuance to the rccommcnda- 
tions of the Comrnitt~e in an rarlier Report (Cf pa ragr~ph  1.32 of 
95th Report [4th Lok Sabha]). Government will take necessary 
steps to strengthen the Internal Audit Orpanisatlm not only in 
terms of numbers but also in respect of quality of work by stream- 
lining i t s  functions and procedures. 

($1. No. 88 (Para 1.3%) of Appendix VII to 111th Report (Pourth 
h k  h b h a ) ] .  

Action taken 

Tbe obsewatjons of the Committee hnve been nod and arc 
~ a & r  examination. 

pinistry of Finance (Dcptt. of Revenue and I m m n c e )  O.M. No. 
11/41 i7O-C.X-7, d n t d  23.10.fSMj 

The Committee note that the demand IT !b 1$,IYI r a l M  by 
t)M1 eSpektment has not pet bmn recovcted as an appeal ltld bp the 

ts pending with the Board The Cammfttw wwld b ' f o  
\e informed of the dec~s~on  of the b r d  - 
1% No. 88 (Para 1.327) of Appndlx VII to  111th Rcpnrt (Fourth 

Lok Bbh)] 



Action taken 

The Appeal b still pending. The party has requested for a per= 
mnal hearinfg, The case will be decided shartly after hearing the 
party. 
[Ministry of Finance (Deptt. of Revenue and Inwrance) 0.M No. 

11 i4lnO-CX-7, dated 23-10-19701. 

New Dtt~ir; ERA SEZHIYAN, 
22nd Febnury, 1972 Chairman, 
Pholguna 3, 1893 fS) Public Acrounts Cumm~t~ee. 



APPENDIX I 
F. NO. 11/28/70.CX-7 
GOVSRNMENT or  INDU 

MINISTRY OF FINANCE 
(Department of Revenue & Insurance) 

New Delhi, the 16th October, 1870. 

The All Collecton of Central Excise, 
(including Collectors of Customs and C.E.) and 
Deputy Collectors of C.E., Amritsar/Jaipur/ 
TrichyIChandigarh. 

S ~ r n : - A ~ a r s  oj  Central & h e  Revenue- 
Irwttuctioru regarding. 

Sir, 
I am directed to say that PAC while commenting on the Audit 

Paragraph 43 regarding arreas of Union Excise Duties, have OW- 
ed :- 

"In successive Reporti on Customs and Excise, the C o m m ~ t t e ~  
have been expressing concern over the heavy a c c u m u l  
tion of arrears of excise duty. The Committee regret to 

*observe that during the year under report, the position 
has further deteriorated The arrears wkch amounted b 
Rs. 18.07 crores on 3181 March, 1967 rose to Rs 2 1 6  crorer 
on 31st March. 1968-an Incnase of nearly 33 per ml Ln 
one year alone This shows that effective step have not 
been taken by the Board pursuant to the repeated exhor. 
tations of thls Comm~ttee to reduce arrears The Corn. 
mittee feel that Covenunent will have to ecl wfth grcnkr 
vigour i t  the arrears are to bt llquidnted as\ an early dnlr. 

As in previous years, the largest r r r t a n  were r c m M  for 
by unmanufactured tobacco (about Ro. 3.84 worn), of 
which newly 77 per cent were pending for more t h  one 
year. The Committee would like r vigomur drlw to be 
launckd for the speedy cltrranee of UMc m. 



In their a n d  Report (Fourth Lok hbhr), the Commltke hrd 
dealt with the exck anrean amounting to h. 3.4 crorcr 
on account of glass wool fibre. The Committee were then 
informed that Government were considering the question 
of withdrawing the relevant demnds, in consultation with 
the Comptroller nmd Audb-Gene& The Committee 
regret to observe that although a year had elapsed, no 
deddon had yet been taken. The Committee &sue thot 
the matter rhould be settled speedily." 

It b, therefore, requested that vigorour d o &  may be made to 
liquidate the anears of Union Excise duties in accordance with the 
Instructions already h u e d  from time to time in thk connecton. 

Yours faithfully, 
MI- 

(D. K. SARKAR), 
Under Secretary to the G m m t  of India 

Copy forwarded to : - 
1. The Director of I n w o n  (C. & C.E.) New Delhi. 
2. The Direcbrrk of Revenue Intelligence, New Delhi. 
3. The Deputy Collector.rn-charge, S. & I., New DeIhi. 



APPENDIX I1 

OPINION 

I have read and considered the Statement of case dated 27th Janu- 
ary, 1970 prepared by Shri K. R. Dixit, Assistant Legal Adviser, Mini- 
stry of Law. 

2. The relevant provisions of the Central Excises and Salt Act, 1944 
and the Central Excise Rules are as follows: 

(a) The Central Excise and Salt Act, 1944. 

"2(d) 'excisable goods' means goods specified in the First 
Schedule as being subject to a duty of excise.. . . . . . . .  .". 

"3. Duties specified in the First Schedule to be levied- 
(1) There shall be levied and collected.. . . . . . . . . . . . . . . . .  

duties of excise on all excisable goods.. . . . .  ..as, and 
at the rates, set forth in the First Schedule." 

"37. (1) The Central Government may make rules to carry 
into effect the purposes of this Act. 

(2) In particular, and without prejudice to the generality 
of the foregoing power, such rules may.. . . . . . . . . . . . . . .  
(xvii) exempt any goads from the whole or any part 
of the duty imposed by this Act.. . . . . . . . . . . . . . . . . . . . .  

(b) The Central Excise Rules, 1944. 

"8. Power to authorise exemption from duty in special 
case- 

(1) The Central Government may from time to time by noti- 
fication in the Official Gazette, exempt subject to such 
conditions as may be specified in the notification any 
excisable goods from the whole or any part of the duty 
leviable on such goods. 

3. Under Item 23C of the First Schedule of the Central Excises and 
Salt Act, 1944 (hereinafter called "the said Act") "Asbestos cement 
products-all sorts" are liable to duty at 10 per cent ad valorem. By 
8 Notification dated 13th June, 1962 under Rule 8(1) of the Centrrl 



Bxc;se IWes, 1% f&ipafkr called, "the said Rules"), tha Govern- 
ment exempted with effect from 24th April, 1962 two ela& of "as- 
bestos cement products falling under Item 23C of the First Schedule1' 
to the said Act ''from so mueh of the duty of excise leviable on such 
products as ie in exaess of the duty specified in the corresponding 
entry in Column 3") namely, Rs. 801- and Rs. 37.50 per metric tonne. 

4. The First Schedule to the said Act sets out the description of 
excisable goods and the rates of duty leviable on such goods. The 
rates of duty are based on different methods, e.g. by weight Ok volume 
or area or number or ad valorem etc. The expression "ad vatorem" 
means according to the value. 

5. Under Rule 8(1) of the said Rules the Central Government is 
empowered to "exempt.. . . . .. . . . . . ..any excisable goods from the 
whole or any part of the duty leviable on such goods." The expres- 
sion "duty leviable" in this Rule means duty leviable at a rate based 
on a particular method as set out in the First Schedule. This Rule 
does not, in my view, empower the Central Government to charge 
such rate based on a particular method. This Rule, however, em- 
powers the Central Government to exempt any excisable goods from 
the whole or any part of the duty leviable at a rate based on a parti- 
cular method. Thus if at such rate based on any particular method, 
the duty leviable on a particular class of excisable goods is Rs. 2001-, 
this Rule empowers the Central ~overnment'to exempt the whole of 
the duty of Rs. 2001- or a part of such duty. 

6. Although under Item 23C of the First Schedule the duty levi- 
able on "Asbestos cement products-all sorts" is at the rate of 10 per 
cent ad valorem, the Notification dated 13th June, 1962 prima facie, 
alters the basis of such rate from the ad valorem method to a specific 
rate. I do not agree with the view of the Finance Ministry, as refer- 
red to in paragraph 10 of the Statement of Case, to the effect that 
Rs. 80 per metric tonne and Rs. 37.50 per metric tonne mentioned in 
the said Notification are not rates for the levy of duty but are only 
the basis on which the exemption from duty has been calcu1at.d. In 
effect, the said Notification does, in my view, alter the very basis of 
the rate, namely, the ad valorem method. 

7. The questions asked in the Statement of Case may now be 
answered. 

Question (1) "Whether Government, under rule 8(1) of the Cen- 
tral Excise Rules, have power to change the mode of levy in such a 



way that the rate prescribed undet the notification becomes a specific 
rate while the excise tariff prescribes ad u a l m  rate of duty." 

Answer-No. 

Question (2)-'Whether Notification No. 18\62 dated 13th June, 
1962 exempting asbestos cement products from so much of the duty 
leviable thereon as is in excess of the duty calculated at the rate per 
metric tonne specified therein, is valid!' 

Answer-No. 
Question (3)-"Generally" 
Answer-There is nothing to add. 

Sd.1. 
(NIREN DE) 

Dated, New Delhi, the Attorney General for India. 
23rd Febnray, 1910. 



APPENDIX 111 

ANNEXURE I 

GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

(CENTRAL BOARD OF EXCISE & CUSTOMS) 

F. No. 22153169-CXI (A) New Delhi, the 25th July, - . 1969. . - - 
the 3rd Sravana, 1891 Saka. 

From: 

Shri A. S. Brar, 
Secretary, Central Board of Excise & Customs.. 

To  
The Collector of Central Excise (All) 

Sir, 

S u ~ ~ ~ c ~ : - - C e n t r a l  ExckeS.R.P. ,  Seizures and offences-critical 
study under chapter VILA, Central Excise Rules, 19441 
Submission of quarterly report. 

I am directed to say that while examining a file of an offence cw 
for violation of S.R.P. Rules, it was noticed that an assessee had clear- 
ed his goods from his factory even though there was inadequate clos- 
ing balance in his P.L.A. to cover the duty on the goods so removed. 
The assessee deposited in the Government Treasury on the nest day 
the money to cover the duty on removals made on the previous day. 
Although it was a clear case of removal of excisable goods without 
adequate credit balance in his P.L.A. involving contravention of Rule 
173C(1) punishable under rule 173K, yet the penalty imposed in the 
case by the Assistant Collector was not severe. I am, therefore, to 
request you .to please issue necessary instructions that in future a 
serious view must always be taken while adjudicating such clear cut 
cases. 

Yours faithfully, 
sd.1- 

(A. S. BRAR) 
Secretaty, Central Board of Excise & Customs. 



APpENDlX N 
F. NO, llj93j70-CX-7 

GOVERNWT QF INDIA 
MINISTRY OF FINAN'CE 

(DEPARTMENT OF REVENUE AND INSURANCE) 
New Delhi, the 4th August, 1970. 

To 
All Collectors of Central Excise (including CochinjGoa). 

The Deputy Collectors of Central Excise Amritsar/Jaipur\ 
Trichy Chandigarh. 

SUBJECT-central Excise-LOSS of Revenue due lo operation of Time. 
Bar. 

Sir, 

I am directed to say that the Public Accounts Committee while 
commenting on the Audit Paragraph 42 of Audit Report (Civil) on 
Revenue Receipts, 1969 regarding loss of revenue due to operation of 
time-bar, \lave observed:- 

''The Committee note that during the year under report G o \ t  
had to forego revenue to the tune of Rs. 12.61 lakhs in 196 
cases on account of operation of time-bar. Investigations 
conducted by Govt, revealed that in SIX of these cases, there 
was laxity on the part of Departmental officers. The Com- 
mittee would like suitable action to be taken in these cases 
against the officials found lax or negligent. In one case, 
there was collusion'wilful mis-statement on the part of the 
assessee for which action is reported to have been taken. 

The Committee note that the period of time-bar undcr Rule 10 
which used to be three months previously has since been 
extended to one year. A number of measures have also 
been taken by Government for the proper determination of 
duty ab-anitio and timely detection of mistakes in classifi. 
cation or assessment. The Committee would like to watch 
the effect of these measures through future Audit Reporkg 



It is, therefore, requested that PAC's recommendations may be 
brought to the notice of all concerned for strict compliance. 

Yours faithfully, 

sd.1- 
(D. K. SARKAR) 

Under Secretary to the Government of India, 

Copy forwarded to:- 

1. Director of Inspection(CCE), New Delhi. 
2. Deputy Collector-in-charge, S & I Branch, New Delhi. 
3. Directorate of Revenue Intelligence, New Delhi. 
4. Chief Chemist, CRCI, New Delhi. 



APPENDIX V 
F. NO. 11/28/70-CX-7 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE AND INSURANCE) 

New Delhi, the 16th October, 1970. 

The All Collectors of Central Excise, 
(including Collectors of Customs and C.E.) 
and Deputy Collectors of C.E., AmritsarlJaipurl 
fiichylchandigarh, 

SUEIJECT:-Arrears of Central Excise Revenue-lwtructions regard- 
ing. . . 

Sir, 

I am directed to say that PAC while commenting on the Audit 
Paragraph 43 regarding arrears of Union Excise Duties, have 
&served:- 

"In successive Reports on Customs and Excise, the Committee 
have been expressing concern over the heavy accumula- 
tion of arrears of excise duty. The Committee regret to 
observe that during the year under report, the position 
has further deteriorated. The arrears which amounted to 
Rs. 16.07 crores on 31st March, 1967 rose to Rs. 21.29 
crores on 31st March, 1968-an increase of nearly 33 per 
cent in one year alone. This shows that effective ~ t e p s  
have not been taken by the Board pursuant to the repeat- 
ed exhortations of this Committee to reduce arrears. The 
Committee feel that Government will have to act with 
greater vigour if the arrears are to be liquidated at an 
early date. 

As in previous years, the largest arrears were accounted for 
by unmanufactured tobacco (about Rs. 3.84 crorea), of 
which nearly 77 per cent were pending for more than one 
year. The Commitke would like a vigours drive to be 
lunched for the speedy clearance of these arrears. 



Yn their 72nd Report (Fourth Lok Sabha), the Committee had 
dealt with the excise arrears amounting to Rs. 3.14 crores 
on account of glass woold fibre. The Committee were then 
informed that Oovmment were considering the question 
of withdrawing the lelevant demands, in consultation 
with the Comptroller and Auditor General. The Com- 
mittee regret to observe that although a year had elapsed, 
no decision had yet been taken. The Committee desire 
that the matter should be settled speedily." 

It is, themfore, requested that vigorous efforts may be made to 
liquidate the arrears of Union Excise duties in accordance with the 
instructions already issued from time to time in this connection. 

Yours faithfully, 

Sd/- 
(D. K. SARKAR) 

Under Secretary to tht Government of Indiu. 
Copy forwarded to:- 

1. The Director of Inspection (C. & C.E.) New Delhi. 
2. The Directorate of Revenue Intelligence, New Delhi. 
3. The Deputy Collector-in-charge, S. & I., New Delhi. 



APPENDIX VI 
F. No. 12!3j70-CX-7 

GOVERNMENT OF I N ~ I A  
MINISTRY OF FINANCE 

( ~ A R T M E N T  OP REVENUE AND INSURANCE) 
New Deliti, the 5th Oct., 1970 

NOTE FOR CIRCULATION 

Sv~jrn:-.PAC's obseraations in their 111th Report (4th Lol: Sabha), 
1969-70-Central Excise-Un-authorised concessios i s  lea- 
pect of Tea Drier Oil. 

The Public Accounts Committee (1969-70) (4th Lok Sobha) In 
their 111th Report have observed as under:- 

"While the Committee recognise that grant of concessioi~al 
rates of duty to k a  drier Oil might have been justified. 
they feel that the procedures adopted by Government for 
the grant of the concession were tho~oughly faully. The 
notification issued for this purpose granted exemption to 
drier oil, which fell under Tariff Item No. 9, from so much 
of the duty as was in excess of the duty leviable undcr 
Tariff Item 10 which c o w e d  oil of anothcr descriptio~l 
(furnace oil). This clearly tentamountcd to circumvent- 
ing the Tariff classification laid down bv Parliament. The 
Ministry of Law had also at one stagl? expressed doubt on 
these lines which led to duty concessions amountinq to 
Rs. 2.14 crores. 

The Committee also obs t~vn  [hat duty concessions amouiiting 
to over Rs. 3.5 crores in respect of this oil wcrc allowed 
by the Ikpartment on the basis of Executive Instturtions 
issued in May, 1958 and November. 1962. This was irrrgu- 
lar. Pursuant to an carlier recommendation of the C'cm- 
mittee, the Attorney General has advised Govcrnmcnt 
that they are not empowered to give cxemptio~ls hy 
Executive Instructions. The Committee trust that Gov- 
ernment will in future take care to cllsure that exrmp- 
tion; are given only by the due pocess  of law." 

2. All Officers and Sections in the Central Excise Wing of the  
Central Board of Excise 8r Customs are rcqurstcd tn makc a note 01 

n2 . . . . .  . 



93 

the observations of the P.A.C, and to ensure strict compliance with 
these provisions, 

(D. K. SARKAR), 
Under Secretary. 

To 
All Officers and Sections in Central Excise Wing. 



APPENDIX VII 
No. F. 12(42)-E (Coord) 170 

GOVERNMENT OF Imu 
MINISTRY OF FINANCE 

DEPARTMENT OF EXPENDITURE 

New Delhi, the 22nd October, 1970. 

OFFICE MEMORANDUM 

Svs~~c~:-Pmcedure for obtaining legal advice from-Pubh Ac- 
counts Committee's observations regarding. 

In their 111th Report (4th Lok Sabha), the Public Accounts Corn- 
mittee have commented on a case involving the procedure for ob- 
taining legal advice from the Ministry of Law, where the following 
unsatisfactory features were noticed:- 

(i) A second reference was made to the Ministry of Law on 
the point on which their opinion had been obtained earlier, 
without mentioning the earlier opinion given by them. 
Further, the second opinion, which ran counkr to the 
earlier opinion, was given at a lower level. 

(ii) The normal practice of gi\ing Audit an opportunity to 
present their views before a revised opinion is obtained 
from the Ministry of Law in cases arising out of Audit 
objection was not followed. 

The Committee, have accordingly made the following recommen- 
dation:- 

'There is another point the Committee would like to mention 
the Board had in this case made a reference to the Minis- 
try of Law for a second opinion without any mention of 
the earlier opinion given by that Ministry. This the Com- 
mittee consider wrong in principle. Besides the second 
opiiion, which ran counter to the first opinion, was from 
an Assistant Legal Adviser, while the first opinion was 
given by a Deputy Legal Adviser. The Committee would 
like to impress on Government the need to ensurc that, 
where a second legal opinion is sought, it should specifi- 
cally be sought from an official of a status higher than the 
d c i a l  who gave the first opinion. In respect of inatten 



fncluded in the Audit Report, which are likely to come up 
before the Committee, it should also be ensured that audit 
are given an opportunity to present their points of view 
before an opinion is sought from the Ministry of Law, 
and are associated with any inter-Ministerial deliberation 
that might take place in this connection." 

2. All administrative Ministries are requested to bear in mind the 
above observations of thc Public Accounts Committee for compilance, 
and issue necessary instructions to all concerned. In cases where a 
second legal opinion is sought on matters arising out of audit objec- 
tion, Audit should invariably be kept informed and given opportunity 
to present their points of view. 

Sd.1- 
(E. R. K. MENON) 

Deputy Secretary to the Gotrernment of lndla. 

To 
All Ministries'&partmenLs of the Government of India. 

Copy also forwarded to:- 
1. The Comptroller and Auditor General of India. 
2. Supreme Court. 
3. Election Commission. 
4. hk Sabha Secretariat (P.A.C. Branch). 
5. Accountant General Central Revenues, New I)elhi. 



APPENDIX VIU 
F. NO. 11 !16;70-CX-7 

GOMWMENT OF INDIA 
MINISTRY OF FINANCE 

Nw Delhi, the 15th June, 1970. 

NOTE FOR CIRCULATION 

S v a r ~ c ~ : - C e n t r n l  Excise Nottficotions-instructions reguding- 

The Public Accounts Committee (1969-70) (4th Lok Sabha) in 
their 111th Report have observed ns follo\vs:- 

"1.158. The Committee o b w v e  that the exemption notification 
of 1st March, 1969 gave partial exemption from duty to 
only three specified t y p a  of rayon waste. The Central 
Excise Department, however, extended the concession to 
other types of rayon wastes initially because it was felt 
that it was applicable lo these wastes also and after 1st 
October, 1964, on the basis of Executive Instructions issued 
by the Board. The result was that the non-exempt types 
of waste were assessed at concessional rates for a period 
of over eight years without an!. legal authority therefor. 
The amount of rcvcnue foregone by Government during 
the period Lvas nc.~r?! Rs. GO lakhs 

1.159. The Committee are of the view that extension of the 
scope 01 any concession given under a notification calls for 
issue of another notification. The purpose cannot be 
achievcd by issue of executive instructions as was done in 
this case. The notification should also be issued prnmptly 
as cancessions can have only prospect effect and a benefit 
extended cannot be retrospectively enforced evcn by a 
notification. The Committce would like Government to 
ensure strict cornpilance with these provisions. 

2. All Officers and Section in the Central Excise Wing of the Cen- 
tral Board of Excise and Customs are requested to take a note of the 



observations of the Public Accounts Committee and to ensure strict 
compliance with these provisions. . . 

Sdi. 

(D. K. SARKAR) 
Under Secretary to the Government of lndk 

All Officers and Sections in Central Excise Wing. 



APPENDIX IX 
F. NO. 1517169-CX. Ni8 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

(DEPARTMENT OF REVENUE AND INSURANCE) 
New Delhi, the 24th October, 19%~ 

From 

S h ~ i  K. L. Mukherji, 
Under Secretary. 

ill1 Collectors of Central Excise and All Deputy Collectors of' 
\ Central Excise. 

Sir, 

I am directed to invite attention to the recommendations of the 
Public Accounts Comm,ittee in Paragraph 23(;i) [SI. No. 51 App. 
VII] of their Hundred and Eleventh Report (Fourth Lok Sahha) and 
to sap that Government have accepted the recommendation. Accor- 
dingly, in partial modification of the instructions contained in Paras 
137(b) and 137B (ii) ( 1  ) of the Tobacco Excise Manual, the follow- 
ing dired'ons are issued in regard to fixiition of the amount of B. 4 
bond and security therefor: 

(a) Bond amount should be normally fixed at 25 per cent of 
the duty involved on the quantity declared in Item 7 of 
the Schedule to A. L. 5 applications as the quantity esti- 
mated to be stored in the warehouse during l.he year for 
which licence is applied for subject to a maximum amounts 
of Rs. 1,00,000 and a minimum of Rs. 2,000. 

(b) Amount of security should be fixed between 10 per cent 
to 20 per cent of the bond amount depending on the merits. 



of each case determined by the authority competent to, 
accept the bond. 

(c) A higher or lesser Bond/Security amount may, however, 
be fixed by the competent authority for reason to be re- 
corded in writing and with the prior approval of the. 
Collector. 

2. Instructions may accordingly be issued by you t f ~  review the 
existing bonds and, where necessary, to obtain fresh or additional. 
bonds from the warehouse licencees immediately. 

3. Receipt of this letter may please be acknowledged 

Yours faithfully. 

(K. L. MUKHERJI) 
Under Secretary to the Government of lndin.. 



APPENDIX X 

MINISTRY OF FINANCE 

New Dellti, the 18th September, 1970. 

NOTE FOR CIRCULATlON 

-SUBJECT:-PAC observalior~s i t1 their 111th Report (1969-70)-Dek/ 
in iss~ting Notijcatio~~. 

Acting on the opinion of the Ministry of Law, medicinal glyce- 
rine prepared out of cornn~ercial glycerine was declared to be not 
liable to Central Excise duty. The opinion given by the Ministry 
of Law was subsequently revised holding such glycerine also to be 
liable to duty. The revised opinion was given by the Ministry of 
Law in November. 1968 and after consultation with the Collectors 
concerned and after taking the orders of the Ministfr, a formal 
Notification exempting medicinal glycerine was issued in June 1969. 
The delay of 7 months in issuing the Notification has been adversely 
commented upon by PAC in para 1.224 of their 111th Report. The 
relevant para reads as under:- 

"The Committee further note that though thc Ministry of 
Law gave their revised opinion on the duty liability o! 
medicinal glycenne in November, 1968, tbe Mimstry of 
Finance issued an exemption nolificqtion only in June 
1968-i.e after tb.e lapse of about 7 months. The delay 
lacked justification particulxly after February, 1969 by 
which t ~ m e  the Bqard had a11 the material it had called 
for,from the Collectorates for the purpose of issuing the 
not~fication. The Committee would like to imphasise the 
need for prompt action by Government in cases of this 
kind, ~articularly as they have a bearirg on the legality 
of Government action". 



2. The observations of the Committee for p r m p t  action in cases 
')of the nature described above are brought to the notice of all con- 
cerned for information and guidance. 

Sd./- 
(P. R. KRISHNAN) 

Under Secretary to the Government of India. 

All Sections in the Central Board of Excise & Customs. 



APPENDIX XI 
CIRCULAR LETTER 

~a@TiGi' 3jn .  

F. NO. 115170-CX-2 

CENTRAL BOARD OF EXCISE 8: CUSTOMS 

New Dellti, the 27th July, 1910. 

From 

Shrl R. B. Sinha, 
Secretary, Central Board of Excise, 8: Customs. 

All Collectors of Central Excise. 
All Dy. Collectors of Central Excise. 

S U B J E C T : - P ~ ~ ~ ~ - U A ~ ~ T - G S S ~ S S ~ ) ~ ~ ~ ~  of wrapper payer used in we1 
cores--Question regarding-observation by Pzlhfic 
Accounts Committee- 

Sir, 

I am directed to refer lo Para 28(ii) of Audit Report on Reve- 
nue (Civil) Receipts, 1969, on the above subjwt, and reproduce 
below the observat~ons/recomrnendations that have been made by 
the Public Accounts Committee in their 111th Report:- 

"The Committee observe that wrapping paper used in the 
manufacture of reel cores was erroneously assessed to 
duty at the same rate as writing paper would an reel 
cores. While Committee note that thc correct procedure 
lor assesment is now being followed in all the Collecto- 
rates, they would like to point out that mistake occured 
in as many as six Collecbriites. This case as well as to 
h e  case of assessment of wrapping paper mentioned else- 
where in this Report, points to the need for the elearcut 
instructions to Co@edors in the matter of assessment 
whenever containers and contents are assasable at 
different rates of duty." 



2. The Board desire that proper care should be taken to ensure 
that where both the container and the content are liable to excise 

"duty separates under different tariff items or different sub-items 
,of the same Tariff item they are assessed separately at the rates 
appropriate to them, It is also desired that the position regarding 
assessment of containers and contents wherever these are liable to 
,different rates of duty may be brought to the notice of this Mini. 
stry so that ruitable instructions, if found necessary, could be issued. 

Yours faithfully, 
Sdj- 

(R. B. SINHA). 



APPENDIX XI1 
COPY -- 

F. NO. 1113170-CX-7 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE AND INSURANCE) 

New Delhi, the 5th Jurle, 1970 

All Collectors of Central Excise, 
(including Collectors of Customs and Central Excise). 

Deputy Collectors of Cqntral Excise, AmritsarlJaipurl 
TrichyIChandigsrh. 

SUBJECT:-Jute manufacturers-Jute cemellt sarking bags u,!tl~ patch 
valves-Assessment of on coatract zreight bares-l~lstrur- 
tions regarding- 

I am directed to say that PAC while commenting on the A u d ~ t  
Paragraph 32 of 1969 regarding under assessment due to non-inclu- 
sion of the weight of valve in Cenlent Bags have obsrrved:- 

"The Committee note that to obviate the recurrcncc of such 
cases, the Board have issued necessary instructions to. 
formations. The Committee trust that the Board will en- 
sure that these instructions x e  strictly coniplied with". 

It is! therefore, requested that the instructicms already issuctl 
in this connection vide this Ministry's letter No. 6 13 66CX.IJ dated. 
27th April, 1967 may please be strictly complied with. 

Sd.1- 
(D. K. SAHKAH) 

Under Sec!y, to the Gort ,  o j  h d m .  



APPENDIX Xu1 

F. NO. 111 15i7O-CX-7 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OF REVENUE AND INSURANCE) 

New Delhi, the 15th J u . ~  1m 

To 
All Collectors of Central Excise, 

(including CochinGoa) . 
Thc Deputy Collector of Central Excise, 

Amritsar'Jaipur'Trichy Chandigarh. 

SVI~JECT:-Central E~cise- l~sue of jresh C. . Licence after d i m  
iution of re-constitution of the oriyinul concern-l~tstrue 
tioils regardiitg- 

Sir, 

I am directed to rcfer to this M~nistry's letter F. Su 1 1.1 61F 
CX-11 dated 27th October 1969 on the above subject and to say l!lat 
the PAC while commenting on thc Audit Paragraph 31 (a)  (11) have 
observed: .- 

"Wb.1~ the Connilittee rccognisc that thc firm in this case 
might have on merits kvn eligible for assessment urldcr 
the compounded levy scheme, they would like to point 
out that it did not qualify for assessment under the 
scheme till March, 1968 when it acquired a valid excise 
licence. It is strange that the Central Excise authorities 
who renewed the licence of the tirm on three occasions, 
between September, 1964 and March 1968 iailed to recog- 
nise that it was not a valid licence. This is not thc first 
~ccasion a lapse of this kind has occurred. The Commit- 
lee would like Govt. to ensure that Centrnl Escise autho- 
rities pay due ~ t t en t ion  to procedural requiremenls of.' 



this kind in the course of their work as they have a bear- 
ing on the legdjty of assessments." 

I t  is, therefore, requested that P.A.C.'s recommendations may be 
strictly complied with in accordance with the instructions already 
:issued in this connection vide letter mentioned above. 

Yours faithfully, 
Sdl- 

(D. K, SARKAR) 
Under Secretary to the Government of India. 



APPENDIX XN 
F. NO. 1136170-CX-7 
GOVERNMENT OF INDU 

MINISTRY OF FINANCE 
(DEPARTMWT OP REVENI~E AND I~smna) 

Nao Delhi, the 15th June, 1970. 

All Collectors of Central Excise, 
(including Collectors of Customs and Central Excise), 

and Deputy Collectors of Central Excise, Arnritsarl 
JaipurlTrichy IChandigarh. 

S u m : - C e n t r a l  Excise-Determination of asseessable value under 
Section in respect of articles chargeable to duty ad- 
valoram-regarding- 

Sir, 

I am directed to say that PAC while commenting on the Audit 
Paragraph 33 of 1969 regarding loss of revenue @e to grant of in- 
admissible discounts have observed:- 

'The Committee note that under section 4 of the Central Ex- 
cise Act, the assessable value is to be determined with 
reference to wholesale prices in the nearest wholesale 
market, ignoring deductions on account of special rela- 
tionship between the seller and purchaser or deductions 
on account of fulfilment of specific conditions under a 
contract. In the present case, however, the stockists 
prices to dealers were taken as the basis for assessment 
from which deductions were allowed on account of car- 
riage and bonus discounts both of which related to mar- 
keting operations. While deciding the case in appeal, the 
Collector made the prices charged by the manufacturer 
to the distributors and sub-(listributors the basis for 
determination of value. 

The Committee desire that, while determining values of 
excisable commodities for the purpose of assessment, 



Covt. should invariable ensure that these are in strict 
conformity with tihe provisions of Section 4 and that any 
deduction not permissible under that Section is not 
allowedJ'. 

It is, therefore, requested to ensure that the assessable value is 
determined strictly Ln accordance with provision of Section 4 of the 
Central Excise & Salt Act, 1944 and as explained in the Ministry's 
guiding instructions F. No. 36145168-CX-1 dated 14th November, 
1968. 

Yours faithfully, 
Sdl- 

(D. K. SARKAR) 
Under Secy. to the Govt. of India. 

Copy forwarded to: - 
1. The Director of Inspection (C, k C.E.), New Delhi. 
2. The Directorate of Revenue Intelligence, New Delhf. 
3. The Deputy Collector-in-charge, S & I Branch, New DeM 
4 The Chief Chemist Central Revenues Control Laboratory, 

New Delhi 



APPENDIX XV 

COPY 
Immediate. 

F. No. 1918110-CX-8 
G O V ~ R N M G N T O F ~  

MINISTRY OF FINANCE 

Nw Delhi, the 24th October, 1970 

Shri K. L. Mukherji, 
Under Secretary, 

All Collectors of Central Excise 
(including CochinlGoa) . 

S u m :  --Cotton fabrics-Accounting of-Para 41 (v) of Audit Re- 
port (Civil) on Revenue Rereipts, 1969- 

I am directed to refer to the Ministry's letter F. No. 1Il;WCX- 
II, dated the 25th October, 1969 and your reply in responsethereto 
on the above subject, and Public Accounts Committee recommends- 
tion in S1. Nos. 76, TI and 78 of App. VII of 111th Repon 

2. It has since been decided by the Government to accept the 
Public Accounts Committee's recommendation in this regard. 
Accordingly, it is directed that the account of production in R.G. 1 
in regpect of cotton fabrics in textile mills, should be required to be 
maintained at the stage of off-loom production, that is, when the 



grey fabric is removed from the loom. The textile mills may be 
hfomed accordingly. 

Please acknowledge receipt of this letter. 

Yours faithfully, 
Sdl- 

(K. L. MUKHERJI) 
Under Secretary to the Govemmant of India. 

Copy of the above forwarded for lnfonnation to- 

1. Dte. of Inspection (Cus & Central Excise), New Delhi. 
2. DJ. Collector inxharge, S, & I. Branch. 
3. Dte. of Training (C. & C.E.), New Delhi. 
4. Dte, of Revenue Intelligence, New Delhi. 
5. Chief Chemist, C.R.C.L., New Delhi. 
6. Camptroller & Auditor General of India, New Delhl. 



APPENDIX XVI 
TO BE PUBLISHED IN PART 11, SECTION 3 S U u E C I 1 O N  (i) 
OF THE G~ZE'ITE OF INDIA DATED THE 21ST N O m m ,  1970 

30TH KARTIKA, 1892 @AKA) 
GOVERN- OF INDIA 

MINISTRY OF FINANCE 
(DWARTMENT OF REVENUE W 

New Delhi, the 21st N m b e r ,  1970 
- . . 30th Kartika, 1892 (SARA) 

NOTIFICATION 
CENTRAL EXCISES 

GSR-In exercise of the powers conferred by subrule (1) d 
rule 8 of the Central Excise Rules, 1944, end in suprsession of the 
notification of the Government of India in the Ministry of Finance 
(Department of Revenue and Insurance). No. 471BsC.E. dated the 
23rd March, 1968, the Central Government hereby exempts sampla 
of the exciseable goods mentioned in column 3 of the Table hereto 
annexed (falling under Item No. of the First Schedule to the Central 
Excises and Salt Act, 1944 (1 of 1944) specified in the corresponding 
entry in column 2 of the said Table) from the whole of the duty 
leviablc thereon subject to the limitation and conditions laid down 
in the corresponding entries in columns 4 and 5 thereof namely:- 

TABLE 
.. - -- -- - 
51. ltm I)es&pt~on of L:mllal Fn a'lh r c p d  lo W i l i o n ~  
No. NO. of good$ remwed nurkr /si; t a~ght/whrmc, 

the u tunples. if my. 
Pirst 
Schcdulc 
to  the 
Crnt nl 
Fmae, 
lad 
Sdt 
Act, 
w4. 

3 j Tea Not txcctd~ng us gna Dram 1- 
(I) ~uppty to bmtrn or 
tndm or Hnd 0mac 

111 



(b) t a t  purposea within 
the faaory. 

12 VwtaMa Notnraed:ng 345 gnal per Drawn for quality control 
non-csstntfal lot of p a l e d  0'1. purposes by an otficer 
oils. ruthorised by the Agi- 

cultural Marketing A+ 
riser to the Govt, of Indi~.  

19 Vqctable (i) Not exceeding 11$ @ma. D r m  lor test pwposa 
Roduct, or 455 ~ m %  of vegetable witnin thc hctory. 

tallow. 

lii) Not excced ng 5.5 Drawn for quality control 
kgma. purposes by an d a r  

ruthoriscd the 
Vcgetgle Oil RaduCU 
Controller. 

I( Pigments, Not exceed rg  115 gml. Drawn for teat purpacc 
c o l m .  ~r hall p I t .  by Government Te 

Houm or Cheminl pains, 
enamels, 
nmfshes, 
MKk, an& 
cellulose 
lacquers. 

rdG Acids. No excee i 'ng half-c 
ktlo rani. 

Not erne ,.ng 3 cubic 
mctrea. 

Dnwn for m t  in the laban. 
tory within the factory 
or for inspmion by a 
Government Depnrtment 
or for test purpose6 by 
an officer duly autho- 

riled hy the Collector, 
provided that the rid 
left over after teal u 
returned to the fictory or 
destroyed. 

Drawn for test in l e  l r b  
rntory within the fhtq 
of production or fa 
inspection by a Govt, 
Department, including 
Gwcrnment Test HOUR, 
Atipm, pwided chat 
the gas left o w  r b  
t a t  11 returned lothe 
fr tory or demoycd. 



8 I Sap Not exaedinl  II} gm8. b r a n  for tclt plVPOK( 
by an offiar duly nutho- 
nICd by the C o l l ~ o r ,  

9 r$A P lu t in  Not naed inp  250 q. eprr. D r m  for bonDMe t r u e  
LuaiarPd pqaa prwidcd cler- 

ruur af arch m m p b  
in I month d o n  not 
olcerd 0.1 perant d 
the total duty pnid 
c l e m m  of &I lheetl 
from the concerned 
frctoq in the preceding 
month. 

re 16 Plywood Not exceeding 350 q. a. 
(3 b w d l  

(b) P l ~ d  (i) Not exceeding 19 q. 
d w i e t i a  m. 

(ii) Not excecd~ng 6.5 ~ q .  
m. 

D r m  for bon&etrPdc 
purpw~ prwidcd the 
dearmx do not n c d  

0.1 percent of tk total 
q w i t y  of denrmce 
m i e l m  in t h  pR=- 
dingmooth. 

Dnwn for b o d i d e  tnde  
purp3ses p a r  drd the 

dearances d o  not exceed 
o. I p e m t  of the rot11 
qty. of the clrs.ance 
of the correspond ng 
w i e t i a  in the preceding 
month. 

D m  for test in Govern- 
ment T n t  House, Al pur. 

(i) Upto six  sheet^ or 113 Drw for t a t  or mpcc- 

k"' wh &vet is leu, tion purposes by the 
mm each lot in the o l e  o86.m of the factory. 

of pap:r, and upto uj 
p;ns. of paper-bwd fmm 
each m e t y .  



- --.-.--- --- 
I a 3 4 5 

(ii) Twistlthread not ex- Dnwn for W d c  tnde 
neding 145 gms. at a purposet. 
tlme upto pn oved l  
limit of z bgs. per month 
per factory. 

13 188 Woollen (i) Knitting wwl in shade Dnwn for bolufide t& 
Yarn, dl cards upto 10 kgs. In a pwposr~. 
sorts,,n- month subject to nn 
du ng 0 v e d  limit of 36 kgs. 
h i t t  ng per year per factory. 
urool. 

(ii) Yarn other than knit- Dram for bonn6de t r ~ d r  
t ng wool upto 50 gms, purposes. 
for each qlul ty at s t  me 
upto an o v r d l  I m ~ t  of 
3 kgs. per month per 
factory. 

14 19 Coaon fabrics ( i )  On e metre in length by Drawn for overseas n ln~ l r l r  
full width. in numkrs cons~dr~cd rr- 

asonahle hy the Coll~ctor. 

(iii One piece in respect of Drawn by Officers duly 
Dhoti'oriSarcc'andnot aurhorised by t h  Ttxtile 
exceeding 2.7  metres in Commrss~oner of l n d ~ a  or 

' Length by full width of Director Generrlol Supp- 
other f ab r~n .  plies and Disposals. 

(1i11 Upto I metrein length Drawn by officers duly 
by full width. authoriscd hy the Tcxt~lec 

Comm~ttm. 

(ID) Not excecd~ng 92 cms. Draur  f o ~  lcsi purpcscc 
in length by full width. wltllin oroutsi& the fact. 

ory plcnmc. 

V )  Ejot exceeding 50 m. Drawn for bonnfdc trcdc 
( in length by fullw~dth. purpow, 

15 21 Woollen fabrics (17 Not cxcecdlng 50 ant. Drawn for honsfdc trrc'c 
in le nth by 30 cmc. m purposcc whether l o o u  
widtk. or sutched In pcr.uine 

bwtlcu. 

(ii) Not e x d l n g  50 cmt. Drnwn for tcrt 1 u11 n!c, 
in length by 3ocmc. w ~ t h u  h e  facto~).  
width. 

(iii) Not exceding46 cmt. Drnan for tcrl ru11( I .  c I . 
in length bgfullw~dth by c~de  the factory. 
full wdth In caw of 
fabrics of plain weave 
and not ercndine 9zm. 
in lenph by fullwidth in 
r n p n  of f a b r b  with 
woven dec l~n .  

(iu) Not w e d u g  a1 cms. Dnwn for pwpotcc of C a m  
width of fnbrrt conuin- t r a l h l r c  Dtpvrtncat by 
lng not It:: than w prr O5ctr1 oul) P L I ~  1 l4 t tu  
ccn t of ~hoody. by the C o l h o r .  - 



cent of shoddy or not 
exceeding50 cms.hy full 
width of other fabrics, in 
3 sets. 

16 aa Rnyon or  (13 Full piece of'Sarec'. Drawn for determining yarn 
nnificial ,ilk contnts for thc purpow 
fabrics. of calculatmg rebale of 

duty on export of such 
fabrics out of India. 

(ii) Not e m d i n g  46 cms. Drawn for h ~ n l f i i :  tr11: 
in length by full width. purposes. 

(ii13 Not exceeding 92 cms. Drawn as samples for over- 
in legnth by full width. seas market. 

17 azA Jute Minu- (I Nit  ,:~:::IIIs 92 cms Drawn for test purposes 
tu re r~  ~n l:,iqth suhlect to an w~tnhin or outside ihe 

over~ll Imrc nf 02 , xues factory. 
per yell per trcrory 

(ii, Nat esccrd~ng r metre Drawn for honafidc traCc 
in length of hess~an purposes anti marked sc 

Free s~mple ot for , . I  ~lc" 
providcd the Coll~i tor  
m?y hxrhcor.crall 1in:ir of 
samples thar cin k,c drLuc 
by any f ~ n o r y  in a luil 
year. 

( i d  :J) Mot excced~ng Drawn for intcrnrl or rrcr- 
five sr:king bags reas m~rltet pro\ider! rhet 

r round hole I S  out IP rbc 
centrc o i  c3ch S U C ~  t 2 g  

(bj Not cxcceding I .  5 mctrec 

cloth In the a s e  of smplcs 
drawn for internal niarkct. 

(c) Not cxcecding one me 
metre in length of carpet 
matting 

(d) Sot I xsedmg 2'75 ' t h  lenarh of each ,an)- 
metres in length of lute ple 18 not to crcrcl! I 
webbing \ mctrc pro\ idcd a h e ~ c  r 

larger k n ~ t b  ir 1 6  r s , < I -  
(t) Hot acceding I outre ? (d errcnt~nl rbc \ r ~ J t h  1 8  

In length of felt I reduced to half 

fl 2 c * a t  . Not e r u d i n g  11.1 $1. 'Drawn for (d r s t a g  m 
subis '  to the tot& wtl:ht Itbontortcc with~n the 
of samples d n r n  in r prcmisaot rhc fac[ory; 
month not cxcctding 0.5 
per cent of the avenge (b) teatint in Iaborstoriet ol 
monthly production ~ i s w  conccrrs ;o r  



-- - 

during the preceding three 
month,. (e) sending forttst period& 

cally to the Government 
Test House, Alipur ; or 

9 special tests in overme- 
aboratorics or indcpen- 
dent testin? agencies ia 
India; Prov~ded thnt- 

(17 proper accounts of quao- 
titiea of samples drawn, 

cosnumedin tests and des- 
patched outside the factofy 
are maintained 

(ii) in respect of item (a) 
above the the left over 
quantity after testing in 
laboratories within the 
premises of the factoqis 
renamed to the factory for 

. - . ~ . .  
quantity is dispoaed of by 
public auction, the duty 
element ofsuch tale pro- 
ceeds is crcditcd to the 
Ercixtte department 

1, ., I : I I I  IW ir: IIJ (il F lmles  of high tension Drawn for test purpoxs In 
procelmware, inpulators not more than the Goverrment Test 
all norts 4 p~cces of each type at a Houses and other Govern- 

t i n t  ment Departments 

(ii) Samples of low tension Drawn for test purposes in 
insulators not more than the Governrr.cnt Teat 
I6 pieces of each type at Houses and other Govern- 
n time ment Departments. 

a3 13C Asbestos Not cxceedinE lr h a  Drawn for (a) testing in 
C:n:nt subjecttothe t,,tafweight laboratoriefi within the 
Produae' of 8arnplen dnwn in n premisesof fanory,or 

monthnottoucet.do.oj 
percent of the average (b) ending for test periodi- 
monthly production,dur- cally to the Gove~nmnt  
ing the preceding three Test House, Alipur, pro. 
month8 vided that proper accounts 

of quantities of sunp lo  
drawn, consumed in test 
and despatched outside 
the faaoryrrc maintained, 
and that in respect of item 
(I) above the left over 
quantity aftcr test i t  
rcturncd tothc factory for 
reprocnsing m d  that in 
re~pectof item (b) rbove, 
the Itft over quantity rftcr 
test 11 ditpoted of by 
public auction and 14 - 



dutyelementt o f , u c h ~ a h  
promdl  is credited to the 
Gnunl  Excise deprm- 
mat .  

a1 33B Blecvic Wirer Not erraedingio metradn Dnwn for teat p r p o w ~  
and Cable; length provided that- 

(a) the m n u f ~ s  fur- 
n i s h ~ ~  a certif~ate from 
the Chid Inrpeaorak of 
Electronic8 or the CD- 
vernment Tmt Houw 
Alipur, or the Indim 
Standrtd In~titution, 10 
the ca* may be that the- 
~rmpk 18 required for 
vtmg purposn ; 

(b) the mtnufiaurs u n b '  
takes to produce a ccni' 
ficate of rctual de~t ruc t io~  
of the ,ample from thc 
Chief Inspeaorate of 
Elmonicr ofthe G o v v  
ment Test House, Al!pur 
or the Indian Stlododl 
Inatinnion, ac the c w  
may be within such 
per~od 8s the Ccllertor of 
Cgsvrl Exoir may pra- 
c r h  foflhe purpou; m d  

(e) tye msnuhcturv givu I 
writtcP a undertaking to 
the dcct that in caw of 
failure to produce the 
~ t i f i u t e i n r e a p c t  ofany 
cample, as 8ffclfied in 
daw (b) he I all ply, on 
&mmd, the duty lcvublc 
on ~nch  8rmplec. 

LZ 56 Fmtwir Notermding3 pain or3 D n r n  for erpon purpow 
m#d piece8 of crcb p r o v ~ d  t h a ~  ccch cuch 
nrbtg. ~ r m p k i t  punched in t h  

801~. 

(No. rpl7o) 
(J. P. DAUSHIK) 

Und* Sm~y to tk GoomR: M 4 India, 

Nodaodoo No. IqcCB, P. No. a117/&CX IICX. a 



APPENDIX xvn 
F. No. 4l9l'lO-CX-7 

GOV~RNMENT OF INDIA 
MINISTRY OF FINANCE 

(DEPARTMENT OF ~ V E W E  AND I N S ~ C E )  
New Delhi, the 7th Septembe7, 1970. 

All CoUectors of Central Excise 
W Deputy Collectors of Central Excise. 

S ~ T : - P a r a g r a p h  35 of Audit Report (Civil) on Revenue 
Receipts, 1969-Non-levy of duty a Aluminium Ingot& 

Sir, 

I em directed to refer to the observations made by the Public 
Amounts Committee in their 111th Report (4th Lok Sabha) 1969 ' 70, reproduced below, on the above para:- 

'The Committee are surprised to find that it took the Depart- 
ment one to four years to find out that the assessees in- 
volved in this case had cleared aluminium ingots without 
payment of duty. There were a further delay in raising 
demands for duty. Government have stated that the de- 
mands could be raised only after ascertainhg that duty 
had not been paid on the dross which constituted the raw 
material for the ingots, but it is clear that the Excise De- 
partment did not show due vigilance. The Committee 
hope that action will be taken by Government to ensure 
that these instances do not recur." 

It is, therefore, requested that PAC's observations may be 
brought to the notice of all concerned for atrict compliance. 

Yours faithfully, 

@. K SARKAR) 
Under Secretaty to the C w m w  of I* 



ILPPmIX XVIII 
F. NO. 1114(70-CX-7 
GO- OF INDIA 

MINISTRY OF FINANCE 
(DEPARTMENT OP R~VEMTE AND INSURANCE) 

New Delhi, the 26th Octobel*, 1970 

b m ,  
Shri D. K. Sarkar, 

Under Secretary to the Government of India. 

To, 
All Collectors of Central Excise 
All Deputy Collectors of Central Excise. 

SW:-Audit Para 27 of Audit Rgwrt (Civil)  on Reuerlue Re- 
ceipts, 1969 relating to Union Excise Nun-levy of Duty on 
Oqgen in Hindustan Steel Ltd., hrgapir. 

Sir, 

I am directed to refer to the above paragraph and also to the 
PAC's observations in their 111th Report (4th Lok Sabha), 1969- 
TO as under:- 

'The Committee also observe that there was a regrettable de- 
lay in raising the revised demand in t h ~ s  case. The Com- 
mittee trust that the Department will take care to avoid 
such delays in future". 

2. In this connection, attention is invited to Para 82-A of Basic 
Manual of Departmental Instructions on Excisable Manufactured 
Products, which lays down:- 

"Wherever a demand is to be raised, it should be done quickly 
well within the time limit on the basis of whatever in- 
formation that may be available without waiting indefi- 
nitely for the completion of the enquiry inta the matter, 
so that there may be no controversy regarding time-bar 
under Rule 10. It is also necessary that whenever any 
c a m  of under-assessment come to the notice of Central 



Excise OfBcers, he should issue a denand in the proper 
form straightaway and he should not substitute the de- 
mand by correspondence by ofecial letter which is not 
recognised, as a 'Demand' ". 

3. Since Rule 10 of the Central Excise Rules has now been 4m- 
ended, a show cause notice should be served on the person concern- 
ed well within the time limit. 

4. It is evident from the atrove report of the P.A.C, that the 
Department Officers have not pursued the matter in time which 
resulted the case being adversely commented by the P.A.C. The 
observations of the PAC are brought to the notice of all the Collec- 
tors and they are requested to ensure that the above noted instruo 
tions are strictly observed by the lower formations. 

Yom faithfully, 

MI- 
@. K. SARKAR,) 

Under Secretary to the Government of India.. 



APPENDIX XUK 

Sr. No. papa MinistryfDepartment 
No. Concerned 

-- - 
(1) (2) (3) -- - 

(4) 
-- 

r .  I .4 M : o  Finance (Dep't. of The Coxrunittee hope that finak replies in regard to those rt%zan- 
Revenue Insurance) rnendatirps to which only interim replies have so far  been furni- 

shed will be submitted to them expeditiously after getting thern 
vetted by Audit. 

2. 1-9 4- The Committee note from the Government's reply that an at- 
Ei 

tempt would be made to work out some broad categories which 
would provide necessary guidelines for consideration of cases for 
granting exemption from duty. The Committee des;re that the broad 
principles regulating the power of the Executive to modify the 
effect of the statutory tariff through notifications should be defined 
and incorporated in the Central Excise Bill to be introduced in 
Parliament. 

- do- The Committee are not satisfied with the reply to Government. 
S h e  the reco-endation had been made after due consideratiorr. 
they are convinced that it should be possible for Government to 



obtain Parliamentary approval a t  least in cases where the revenue 
involved by issuing notifications under Rule 8(1) of the Central 
Excise Rules is substantial or when the exemption notifications 
have a recurring effect on revenue or where the exemptions could 
be postponed. They accordingly desire that this should be acted 
upon. 

4. 1.16  M, o Finance (Deptt. of The Committee note that their recommendations are under exa- 
R~~~~~~ and I ~ ~ ~ ~ ~ ~ ~ ~ ~ )  mination in consultation with the Ministry of Law. They desire 

that Government should come to an early decision in the matter 
and inform them of it. ti 

The Committee note that out of the arrears of excise duty 
amounting to Rs. 21.29 crores as on 31st March, 1968 an  amount of 
Rs. 5.35 crores had been realised by 31st March, 1970. They would, 
however, like Government to keep the position under constant re- 
view and make attempts to progressively reduce the arrears. 

The Committee are given to understand that a "growing eager- 
ness amongst the trade for availing of all remedies available = 
law to avoid or postpone payment is primarily responsible for the 
delay in collecting arrears of duty". In this context the committee 
would like Government to examine the feasibility of making pay- 
ment of excise duty compulsory before filing an appeal in a disputed 
assessment. 



The Conunittee further desire that the position regarding 
of excise duty on glass wool/fibre should be reported to them after 
the & assage of the Excise Bill. 

The Committee note that the Ministry of Law have been asked 
to botain an authoritative legal opinion in regard to the validity 
of 'deviation orders' from either the Attorney General or the Soli- 
citor General of India. They would like to be apprised of the 
opinion at an early date. 

The Committee desire that the guidelines which Government 
are formulating in consultation with the Comptroller & Auditor 
General to regulate the procedure for refund of excise duty in 
deserving cases barred by limitation of time for claiming refund, 
should be finalised early. 

The Committee are not satisfied with the reply furnished by 
the Ministry of Finance. They desire that the relevant file should 
be reconstructed and the question of taking disciptinary actioh for 
the lapse that accured decided upon expeditiously. They would 
also like Government to investigate into the los% of file and fix 
respond bility. 



I .  1-34 AX '0-~inancer (Deptt of Thc Committee are glad to note that Government have issued 
R ~ \ ~ , , ~ ~  atld I~~~~~~~~, the omnibus notification granting concessions in excise duty on 

certain items. They would, however, like that the exemption cases 
left out of the present notification which are stated to be under 
examination should be finalised for inclusion in a supplementary 
notification without delay. 

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




