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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-first Report
on the Action Taken by Government on the recommendations of the
Public Accounts Committee contained in their 111th Report (Fourth
Lok Sabha) relatmg 1o Union Exeise.

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

Shri B. 8. Murthy —Converer

2. Shri Bhagwat Jha Azad )

3. Shri Ram Sahai Pandey

4. Shri C. C. Desai Members
5. Shri Thillai Villalan

6. Shri Shyama Lal Yadav ¢ e

3. The Action Taken Notes -furnished by the Government were
considered 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 Accounts
Committee (1971-72) conzidered and adopted this Report at their
sitting held on the 20th December, 1971 based on the suggestions of
the Sub-Committee of PAC (1970-71) and further information receiv-
ed from the Ministry of Finance (Depit. of Revenue and Insurance).
The Report was finally adopted by the Public Accounts Committee
on the 2Ind February, 1072,

4, For facility of reference the main conclusions|recommendations
of the Committee have been printed in thick type in the body of the
Report. A statement showing the summary of the main recommenda-
tions|observations of the Committee is appended to the Report (Ap-
pendix XIX).

W)
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5. The Committee place on record their appreciation of the com-
mendahle work done by the Convener and the Members of the Action
Taken Sub-Committee (1370-71) in considering the Action Taken
notes and offering suggestions for this Report which could not be
finalised by them because of the sudden dissolution of the Fourth
Lok Sabha. .

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

New Devst,; ERA SEZHIYAN,
22nd February, 1972, Chairman,

3rd Phalguna. 1893(S). Public Accounts Committee,



CHAPTER 1
REPORT

This Report of the Committee deals with action taken by Govern-
ment on the recommendations contained in their 111th Report
(Fourth Lok Sabha) on Chapter III of Audit Report (Civil) on
Revenue Receipts, 1009 relating to Union Excise which was presented
to 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|statements on the recommendations
have been categorised under the following heads:—

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

S. Nes. 1, 2, 3, 5, 6(1), 6(iil), 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, ¥4, 45, 51, 52, 53, 54, 55, 56,
59, 60, 63, 64, 65, 66, 60, 72, 73, 74, 75, 76, 71, 78, 79,
82, 83, 84, 85, 86, 90 and 91.

(i) Recommendations/Observations which the Committee do
not like to pursue in view of the replies of Government.

S. Nos. 4, 27, 38, 46, 47,48, 49, 50, 61, 62, 70, 80 and 81,

(iii) Recommendations|Observations replies to which have not
been accepted by the Government and which require
reiteration,

5. Nos, 6(i), 6(iv) and 6(v),

(iv) Recommendations/Observations in respect of which Gov-
ernment have furnished interim replies.

Si. Nos. 12(1), 12(ii), 20, 22, 29, 30, 32, 35, 36, 43, 57,
58, 67, 68, 71, 87, 88 and 8.

14, The Committee hope that final replies in regard to those re-
commendations to which only interim reports kave so far been fur-
nished will be submitted to them expeditiously after getting them
vetted by audit,
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15. The Committee will now deal with the action takeny by Gov-
ernment on some of the recommendations,

Grant of Ezemption by Executive Notifications: Sr, No. 6(ii)—Para
1.25 ().

16. In paragraphs 120 to 125 of their 111th Report (Fourth
Lok Sabha) the Public Accounts Committee had dealt with the grant
of exemptions by the Executive through notifications, The Committee
had observed : \

%1.%5. 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 desired, 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 cxecutive to
give exemptions is only a form of delegated or subordinate
legislation, which should not be so freely used as to vitiate
the intentions of the legislature. Against this background,
the Committee wish to make the following suggestions:—

¥ ¥ * % *

(if) Tariff schedules should be left to be framed by Parlia-
ment and the tendency to sub-divide the tariff through
notifications should be arrested. Parliamentary control 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 modify
the effect of the statutory tariff should be regulated by
well-defined criteria which should, if possible, be written
into the Centra] Excise Bill now before Parliament.”

L7 In a note dated the 30th October, 1970, the Ministry of
Finance (Department of Revenue and Insurance) stated:

“The observations/recommendations made by the Committee
have been noted. But since, they raise policy questions of
far reaching implications, these are being examined by
the Government, in greater detail and as soon as a decision

is arrived at, it will be duly communicated to the Com-
mittee.”
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1.8, In their subsequent note dated the 3rd May, 187! the Depart-
ment 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:--
L L] * * *

(i) (a)Most of the notifications, which are issued and which
sub-divide the tariff, are those which -are issued at the
time of making Budget proposals, All these are discus-
sed when the Funance Bilk comes up for consideration
of the House. However, at the time of processing of
Budget proposals, 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 2 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
cases for granting exemption from duty.”

19, The Committee note from the Government's reply that an
attempt 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 desire that the
broad principles regulating the power of the Executive to modify
the effect of the statutory tariff through notifications should be de-
fined and incorporated in the Central Excise Bill to be introduced in
Parliament,

Sr. No, 6(iv) and (v}, Para Nos, 1.25 (iv) and (v).

1.10. 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:

L] L L % L]

“All exemptions involving & cent percent relief from duty
should require prior Parliamentary approval. A suitable
procedure will have of course to be worked out to cover
exigencies which may arise when Parliament is not in

. Session,
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(v) Exemptions in favour of individual parties, wganisptions,
etc,, whether by notification or by special orders ~should
be avoided, and when absolutely necessary, should be
reported to Parliament and a motion moved by the Execu-
tive within a specified time for their consideration, failing
which they should lapse.”

111. 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 arrieved 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 Insyrance have stated as under:

“The recommendationsfobservations made by the Committee
have been examined by the Government and the follow-
ing decisions have been taken: —

* ¥ * * *

(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 pos-
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 notifications
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 of individual parties or Organi-
sations issued under Rule 8(2) of the Central Excise Rules
or Section 25(2) of the Customs Act, 1962, before the
Parliament. This procedure should, the Government feel,
meet the point made by the Committee,

The Recommendation of the Committee will also necessitate
an amendment of the Customs and Central Excise Laws.
The new Central Excise Bill is to be re-introduced in the
new Lok Sabha and, if considered necessary, the specific
recommendation could be examined by the Select Com-
mittee to be appointed for fhe consideration of the Bill”
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‘113 The Commitiee are not satisfied with the reply of Governe
ment. Since the recommendation had been made after due consi-
deration, they are convinced that it should be possible for Govern-
ment to obtain Parlismentary approval at 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 notifica-
tions have a recurring effect on revenue or where the exemptions
could be postponed. They accordingly desire that this should he
acted upon.

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

114, In paragraphs 1.36 and 1.58 of their 111th Report (Fourth
Lok Sabha) the Public Accounts Committee had dealt with the
self-removal 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 fo produce on demand to the officers of the Cen-
tral Excise Department 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 partids. 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 happier if a provision to the above
effect is made in the Bill itself.”

115. In a note dated the 28th QOctober, 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.”
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L16. The Commiitee note that their recommendations are under
examination 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,

Arvears of Excise Duty: Para Nos. 1.87-1.89, (S. Nos. 25-27).

117, Commenting upon the heavy accumulation of arrears of
excise duty, the Committee had observed as under in paras 1.67-1.89
of their 111th Report (Fourth Lok Sabha).

= “In successive Reports on Customs and Excise, the Committee
have heen 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 3lst March, 1967 rose to Rs. 21.29
crores on 3lst March, 1968—an increase of nearly 33 per
cent in one year alone. This shows that effective steps
have not heen 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 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-
tatior’ with the C. & A.G. The Committee regret to ob-
serve that although a year has elapsed, no decision has

. yet been taken. The Committee desire that the matter
should be settled speedily”, ‘

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

187188, “The observations of the Committee have been
brought to the notice of all concerned for guidance and
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expéditious action. A copy of instructions issued in this
connection  vide letter . No. 11/28/70-CX-7, dated 16th
(Jctober, 1970 is enclosed (Appendix I).

It may be stated in this connection that most of the arrears
relate to disputed assessments, court cases, appeals/
revision applications before the Board/Government 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 close
watch by Government. Monthly progress reports are
obtained from all Collectors by the DICCE. who pre-
nares a consolidated all India review every month and
sends it to the Board. Fortnightly reports are submitted
by Collectors demi-officially reporting progress of re-
covery of arrears. Instructions are issued to the Collec
tors who do not show satisfactorv progress towards
liguidation of arrears.

It may be mentioned in this connection that of the arrears
amounting to Rs. 21.20 crores as on 31st March, 1968, a0
amount of Rs. 5.35 crores has been realised by 31st March,
1970. The reasons for increase in the amount of arrears
as on 31st June, 1988 over those in previous vears are:—

(i) The Central Excise coverage is now vast and has brought
within its net a very large number of manufacturers, hig
and small, some of whom have a tendency to dispute
every notification or its inferpretation, and resort fre-
quently to Appeal or Revision Application procedure
and do not, therefore; pay the dues demanded from them
unti} their cases in adjudication, appeal, revision petitions
to the Government of India and/or in the Courts of Law
have heen decided. This general consciousness and grow-
ing eagerness amongst the trade for availing of all
remedies available in law to avoid or postpone payment,
Is, therefore, primarily responsible for the delay in col-
lecting arrears of duty.
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(i) 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/fibre”.

119, The Committee note that out of the arrears of excise duty
amounting to Rs. 21.29 crotes as on 3ist March, 1968 an amount of
Rs. 535 crores had been realised by 3lst March, 1970. They would,
however, like Government to keep the position under constant re-
view and make attempts fo progressively reduce the arrears.

1.20. The Committee are given to understand that a “growing
eaerness amongst the trade for availing of all remedies available in
law to aveid or postpone payment is primarily responsible for the
delay in tollecting 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 appesl in a disputed
assessiment,

1.21, The Committee further desire that the position regarding
arrears of excise duty on glass wool/fibre should be reported to them
after the passage of the Excise Bill.

122 Commenting on the manner in which the Government had
issued deviation orders granting concessional rates on certain
varieties of cloth and sarees the Committee had observed in para-

graphs 1.100 and 1105 of their 111th Report (Fourth Lok Sabha) as
under:~

“L.110. There is one other point which the Committee wish
to mention. The deviation orders were originally held to
be beyond the competence of the Textile Commissioner
by a Branch Secretariat of the Ministrv of Law. When
the matter was referred for a second opinion, the Minis.
try of Law held that the Textile Commissioner was com-
petent to permit deviations and that there was “anly a
defect in form”. Since the defect in form has vitiated the
orders, the concession in rates of duty extended on the
strength of those orders now lacks legal authority. The
Committee note that Government have issued ‘errata’ to

i



regularise the position, but the Committee are doubtful
whether it is in order by this means, retrogpectively to
regularise 8 tax concession. The Committee would like
authoritative legal opinion on this point to be taken by
Government”,

“1,105. The Committee also note that the assessee in this
case got duty concessions amounting to Rs. 1.98 lakhs on
the strength of deviation orders issued by the Textile
Commissioner to cover sarees which were not of the width
prescribed for “controlled cloth”. In an earlier section
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 opinion 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 Tth November, 1970, the
Ministry of Foreign 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 Department have expressed
the view that the authoritative legal opinion should be
obtained either from the Attorney General or Solicitor
Genera] of India. The matter has been referred to the
Ministry of Law for further action.

As already explained in this Ministry's OM. of even number
dated 7th November, 1970, the relevant file has been sent
to the Ministry of Law on 4th November, 1970 requesting
them to obtain the opinion of the Attorney General or
the Solicitor General. Assoon as their opinion s
recelved, a revised draft ‘action taken’ note shall he pre-
pared and sent to Audit for vetting. Simultaneously
advance copies of the draft ‘action taken’ note shall be
sent to the Lok Sabha Secretariat”.

* *

“1,105. 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 Foreign Trade. The result of the in-
vestigation will be communicated to the PAC as soon
as possible.”

1.24, The Committee note that the Ministry of Law have been
askeq to obtain an authoritative legal opinion in regard to the vali-
dity of ‘deviation orders’ from either the Attorney General or the
Solicitor General of India. They would like to be apprised of the
opinion at an early date,

Sanction of excess rebate under the scheme of incentive for excess
sugar production: Para Nos. 1119 and 1120, (Sr. Nos. 33 and 34).

1.95. Commenting on the tardy manner in which the scheme 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 1120 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 factorfes which com-
menced crushing early should be encouraged to maximise
crushing in the early part 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
previousty. However, while notifyine the scheme in
November, 1963 under the impression that ‘factorles in
the South' commence crushing early, the rebate in duty
of 50 per cent for July-October season was made appli-
cable only to factories in Madras, Mysore and Kerala.
even though the Cabinet had given no such directive.
Andhra Pradesh was not included. but was bracketed with
Maharashtra and the rebate of 50 per cent was extended
to factories in these States for crushing in November
only.

Secondly, after it was pointed out that even factories in these
two States (Andhra Pradesh and Maharashtra) commence
crushing before November, the notification was amended
by Government in December, 1983 to extend 50 per cent
rebate for the July-October sesson fo factories in these
two States also. With this amendment Government with-
drew the 50 per cent rebate given in thé earlier notifica-
tion to factories in these States for crushing in November.
However. one of the factories in these States had claimed
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rebate for November on the basis of the earlier notifica-
tion, and the excess payment of Rs. 1.94 lakhs could not
be recovered as it was held that a rebate allowed could
not be_retrospectively 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
Andhra Pradesh which had done their crushing 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 {¥af Govern-
ment implemented the scheme of rebate in such a tardy
manner. The relevant notifications, though seen 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 cofld fof be with-
drawn retrospectively was also overlooked. 1t 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 themselves should have in equity
ex-graiia allowed the rebate in three cases. The Com-
mittee note that Government are now in the procéss of
formulating general guidelines to regulate the procedure
for refund in cases of excess collections of this type. The
Committee would like the procedure for this purpose to be
finalised early.”

1.26. In their note dated the 30th October, 1970, the Ministry of
Finance (Department of Revenue & Tnsurance) stated:

“The Committee’s obscrvations have been noted. Ministry of
Law have alreadv advised the Ministrv as follows in an-
other connection:

‘It would be anamolous to hold that the Government had
no power o grant refund of a tax which had been ille-
gally collected when the party himself could obtain
such refund by going to Court. Any such construction
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would only result in un-necessary litigation and avoid-
able expenditure. .... We would, therefore, favour the
view that the relevant provisions of the Act (Section 27
of the C.A. 62 and rule 11 of the Central Excise Rules)
bar only the remedy but do not completely extinguish
the right and it would be open to Government in appro-
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 Ist September. 1969 in' the case of
Union of India Vs. AV. 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 partv on the ground of
time bari—

‘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 fhat the Gov-
ernment js by and for the people’

In the light of the Ministrv of Law's advice and the Supreme
Court’s observations, this Ministry is, in consultation with
the Comptroller and Auditor General, formulating the
general guidelines to regulate the procedure for refund
in deserving cases which are barred by limitation of time
for claiming such refund”

12, The Committee desire that the guidelines which Govern-
ment 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 vefund,
should be finatised early.

Loss ;f Tevenue in Tespect of hair belting yarn: Para 1254 (Sr.
0. 68). ' '

128 Comrgenting on the loss of revenue amounting 1o Rs. 2.89
lakhs due to improper classification of hair-belting yarn, the Com-

mittee had, in para 1.254 of the; 111th
observed: r Report (Fourth Lok Sabha)

“I'he Committee note that Government sufered 2 Jous of
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Rs, 2.89 lakhs in this case due to a failure to classify the
item properly which resulted in en under assessment of
duty. The chemical examiner attached to the Department
was asked to undertake an examination of samples 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 office and the office records, but efforts are
being made fo re-construct the file hy calling for the
relevant correspondence made to other offices, and, if the
complete file is reconstructed, then the question will be
examined for fixing the responsibility on the officer con-
cerned.”

1.30. The Committee are not satisficd with the reply furnished by
the Ministry of Finance, They desirc that the relevant file should
be reconstructed and the question of taking dixciplinary action for
the lapse that occurred decided upon expeditiously. They would
also like Government to investigate into the loss of file and fix
responsibflity. .
Loss of revenue arising from duty free removal of semples for trade

purposes: Para No. 1311 (Sr. No, 84),

1.31, Commenting on the manner in which concessions in excise
duty were allowed through executive Tnstructions. the Committee
had observed as under in para 1311 of their 111th Report (Fourth
Lok Sabha):

“This is yet another of a number of cases which have come to
the Committee's notice, where Government had given con-
cessions in excise duty through Executive Instructions,
The Ministry have now stated that the question of issuing
an omnibus notification is under examination of Govern-
mentf As the concessions given bv Government do not
have a statutory backing, the Committee desire that this
should be done without any further delay.”
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1132, In their note dated the 30th October, 1970, 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 finalised in consultation with
the Ministry of Law and has been sent to the Official
Languages Commission for Hindi transiation. 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 possi-
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
to be exempted were not specifically notified. Since this
would have delayed the matter further, it has been de-
tided to exclude those from the present omnibus noti-
fication. The Government, however, are examining those
cases separately.”

1.33. In a subsequent note dated the 2nd April, 1871, the Depart-
ment of Revenue and Insurance staled as under;

“A copy of Notification No. 171/70 dated 21st November, 1870
is enclosed herewith for the information of the Com-
mittee”. (Nof printed)

1.4, The Committee are glad to note that Government have
issued 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 slated to be
under examination should be finalised for inclusion in a supplemen-
tary notification without delay.



CHAPTER II

RECOMMENDATIONS/OBSERVATIONS WHICH HAVE BEEN-
ACCEPTED BY GOVERNMENT -

Recommendations

The Committee observe that as many as 636 exemption notifica-
tions issued by the Central Government/Central Board of Excise
were in operation in September, 1967. These notifications, covering
virtually the entire gamut of excisable commodities, had authorised
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 § catego-
ries when it was approved by Parliament, 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 progression 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 fine
distinetions 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 where exemption
notifications have led to protracted delay in finalisation of assess-
ments, with all attendant complications.

Apart from complicating the tariff these notifications have been
utilised by the executive to extend substantial duty concessions,
Taking the notifications issued in the year 1967 alone, the Committee
observe that Government/the Board issued 273 notifications cover-
ing 51 different excisable items, including major revenue yielding
commodities like sugar, tobacco, motor spirit, kerosene, iron and steel
products, cotton yarn fabrics etc. As many as 185 (of the 273) noti-
fications gave exemptions ranging from 50 percent to 100 percent of
the statutory rates of duty. Of these the number of notffications
which gave total exemption from tariff rates was 128. The Commit-
tee consider it extra<ordinary that delegated powers given to the
executive should have been exercised to render the statutory tarift
a nullity in & majority of cases,

15
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Another aspect of the exemptions is the fact that, in some cases,
exemption from duty was given with retrospective effect, though, as
has been pointed out by the Attorhey’ General, the executive does
not at present enjoy this power. The data given to the Committee
shows that 7 of the,exemption notifications issued in 1967 took retros-
pective effect. Government have not been able to indicate what
these retrospective exemptions cost in § of these cases, where the
exemptions had monetary effect. The Committee can ondy conclude
from this that Government gave exemptions in these cases without
even ascertaining what revenue the public exchequer would forego
thereby. .

[Sr. Nos. 1, 2 and 3 of Appendix VII (Para Nos. 120, 121 and 1.22)
of 111th Report (Fourth Lok Sabha).]

Action Taken
The observations of the Committce have been noted.

[Ministry of Finance (Deptt. of Revenue & Insurante) O.M. No.
1/8/70—-CX-2/CX-1, dt. $0-10-1970.]

Recommendations

In the Committee’s opinion, the plethora of exemption notifications
suggests that exemptions are given by the executive under pressure
from concerned interests. Such pressures generate counter-pres-
sures, making it necessary for Government either to modify or
amplify the scope of exemptions given. The representative of Minis-
try of Finance admitted during evidence that “as a general proposi-
tion, it is probably true that there is pressure”, though he added that
“in cages where pressure was justified, there could be an arguable

case for making an exemption.”

The Committee feel that the existing position in regard to grant
of exemptions by the executive through notifications or special orders
leaves a lot to be desired. The Committee recognise that, in admi.
nistering a flacal measure, a number of problems are likely to arise
and that, of necessity, the executive will have to be given sufficient
flexibility by the Legislature to facilitate smooth and eflective tax
administration. At the same time, it is necessaty 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
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freely used as to vitiate the intentions of the legislature. Against
this background, the Committee wish to make the following sugges-
tions:

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

(ii) No exemption shouid be given without an assessment of
its financial implications in so far as 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
and large unexceptionable. They are meant to benefit
small-scale 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 exemplions tend to distort the commodity tax pat-
tern, the scope and advisablity of grant of these benefits
or incentives through non-fiscal devices, such as subsidised
supply of raw material, power, etc. should first be examin-
ed, o that duty exemptions are restricted to the absolute
minimum.

{Sr. Nos. 5, 6(i), 6(iil) & 6(iv) Para Nos. 1.24 & 1.25 (i), (iii) and
{vi) of Appendix VII to 111th Report (Fourth Lok Sabhs).]
Action Teken

The recommendations/observations made by the Committee have
been noted. But since, they raise policy questions of far reaching
implications, these are being examined by the Government in grea-
ter detail and as soon as a decision is arrived at, it will be duly com-
municated to the Committee. :

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
1/8/70~CX-2/CX-7, dt. 30-10-1970]
Further Information

The recommendations/observations made by the Committee have
been examined by the Government and the following decisions have
been taken:— "

{i) The recommendation of the Committee has been noted, and
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ingtructions are being issued to undertake a review of all
notifications, and special orders under Section 25(3) of the
Customs Act 1962 and Rule 8(2) of the Central Excise
Rules, 1944, with & view to bringing about rationalisation.

{ii) The recommendation of the P.A.C. is accepted and action
will be taken accordingly in future.

(iii) The recommendation made by the Committee is accepted.
In fact, even at present, whenever, an exerption 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. 238/
TYN--CXT du. 3:5.71),

Recommendations

It is a matter of common knowledge that ‘ad valotem' and specific
levies represent two Jifferent and distinct types of tax. In one, the
duty is related o the value of the product taxed, so as to make the
tax progressive, while in the other, there is a specific rate of duty,
regardless 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 {v 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 effect of converting an ‘ad valorem' duty into a specific duty
and vice versa.

As an off-shoot of this issue arises the question whether 4 notifica-
tion issued by Government, which substitutes specific rate of duty
for an ‘ad valorem' tariff, will continue to be valid, after Parliament
has further enhanced the ‘ad valorem’ duty originally fixed. The
Committee note that the legal opinion on this point which Govern-
ment have not accepted, is that under such circumstances, Govern-
ment will have {o issue a fresh notification if the specific rate of duty
originally notified by them is to continue. The Committee are not
happy that Government have not accepted the legal advice tendered.
However, as the basic questfon of the competence of the executive
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to substitute a speciflc for an ‘ed valorem’ duty is itself under refe-
rence to the Attorney-General, the Committee would not like at this
stage to make any observation on this point.

[S. Nos. 7& 8 (Paras 1.30 and 131) of Appendix VII to the 11ith Re-
port (Fourth Lok Sabha).]

Action Taken

The opinion of the Attorney-General has since been obtained and
a copy of the same is enclosed for the Committee's ready reference,
(Appendix II). The Attorney-General has ruled that the Executive
cannot, in exercise of its delegated powers to grant exemption, con-
vert the ad-valorem levies into exemptions 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 specific
one and vice versa, is being compiled and steps are also bemg taken
to revise all such notification.

[Ministry of Finance (Deptt of Revenue & Insurance) OM. No.
12/33/70-CX-7, dated 18-11-1970].

Recommendation

The Central Excise Tarill is a complex tax re. measure covering
a large range of commodities which altract varying rates of duty
levied with reference to a host of criteria. As pointed out by the
Committee carlier, the tariff has been further complicated by the
executive in the process of administration. 1t is only therefore fair
to the assessees that changes in the tariff effected from time to time
which are notified to them through Trade notices, are consolidated
at frequent intervals, Such a consolidated compilation, apart from
acting as a facility to the trade, would also aid the work of assessing
officers. To facilitate the work of the assessing officers further, the
depattmental manuals should be revised and brought up-to-date at
frequent intervals.

{S. No. 9 (Para 1.35) of Appendix VII to the 111th Report (Fourth
Lok Sabha)].

Action Taken
The recommendations of the Committee have been noted.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No
12/29/70-CX-7, dated 12-10-1870}.
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Further Information

Ceniral Excise Tariff is published annually by the Director.
General Commercial and Intelligence, Calcutta, In addition to this
S & I Branch is issuing Central Excise Tariff (working Schedule)
annvaily. The first issue was issued in October 1969 and the current
issue has just been brought out. The tariff will be brought out re-
gularly in future also. CE. Manual, 9th edition (corrected upto
1-8-1968) has been printed and supplied 1o the Departmentaj officers
and also put on sale to the trade. Correction list to this manual
are issued at regular intervals and correction list No. 2 (upto 30-6-
1970) has since been issued. With the issue of correction list the
manual becomes more or less upto-date.

[Ministry of Finance {Deptt. of Revenue & Insurance) OM. No.
F. 12/20/70-CX-7, dated 31-12-1870].

'

Recommendation

In June, 1968, a radical change in the pattern of excise contral
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 declarations
and their accounts”. The physica] control previously exercised
over the movement of goods from the production stage till the time
they finally 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 Departmént and complaints of abuses with the old system.

[Sr. No. 10 (Para 1.83) of Appendix VII to the 111th Report (Fourth
Lok Sabha)]

Action Taken ,

The ohservations made by the Committee are factually correct.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
F-21/3/70(1)/CL-6-CX-1, dated 21-8-170}.

Recommendation

While the Committee appreciate the considerationg which have
led to the Introduction of the new system, they are anxious that the
trust reposed in the manufacturers and their declarations is not
abused, leading to evasion of duty. The Committee hope that Gov-
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ernment will not slacken their vigilance and will ensure that the

working of ‘the new system is kept under constant watch so that
toopholes brought to light by experience are plugged expeditiously.

[S. No. 11 (Para 1.54) of Appendix VII to the 111th Report (Fourth
Lok Sabha)).
Action Taken '

The observations made 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 13-10-1970].

Recommendation

While the need to safeguard the interests of the exchequer will
make it necessary for the Exercise Department to require assessees
to maintain proper records of production, movement of goods, etc,
it should be ensured by periodical review that any tendency to m-
crease documentation beyond what is really needed is firmly checked

[Sr. No. 12(iii), Para 155(iii) of Appendix VII to 111th Report
(Fourth Lok Sabha)].

Action Taken
The recommendations of the Committee have been noted,

{Ministry of Finance (Deptt. of Revenue & Insurance) OM. No,
F-21/3/70-(3)CX4/CX-7, dated 21-8-1870].

Recommendation

During evidence, the Committee gathered that a summary ins.
pection of a few units made by Audit Parties had disclosed the
following deficiencies in the working of the Scheme:

(a) There was some delay'in payment of duty;

(b) There was not encugh advice on classification parti-
cularly in respect of complicated textile items,

As regards (a), the representative of the Central Board of
Excise and Customs promised to have a survey made to ascertain
whether there were cases of delayed payment of duty. The Com-
mittee desire that this should be done at an early date. They should
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also like to be informed of the results of the survey as also the reme-
dial measures, if any, taken pursuant thereto. It should be consi-
dered whether appropriate penalties should be imposed in such
cases.

In regard to (b), the Committee desire that every possible assis.
tance should be provided to assessee to enable them to properly
classify their goods. ‘

[SL No. 12, Para 155(iv) of Appendix VII to 111th Report (Fourth
Lok Sabha)].

Action 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 88,000 assessees during the period

. 146-1968 to 31-5-1970. Offence cases had already been initiated

} against almost all the assessees and cases against 148 assessees have
been finalised by imposition of penalties or warnings. The remain.
ing caes are under investigation. Under Self Removal Procedure,
delayed payment would amount to failure to credit the P.L.A, for
the duty amount before the consignment is actually removed from
the factory. This would tantamount to infringement of Rule 173G
of the Central Excise Rules, 1944 punishable under Rule 173Q ibid.
At the time of introduction of the Self Removal Procedure, special
staff had been ordered to be deputed to explain to the assessees
their obligations unuer the new rules so that the switch-over was
smooth and assessees felt no difficulty in complying with the require-
ments of the new procedure. Technical breaches of rules, parti-
cularly in the initial period of the change, would not be viewed
seriously, but, any breach of rules with the deligerate intention of
evading payment of duty, would attract deterrent punishment, pro-
vision for which had been made in Rule 173K (now 173Q) of the
Central Excise Rules 1844. The Collectors of Central Excise have
again been instructed in Ministry's letter F. No. 22/33/63-CXI(A),
dated 25-7-1969 (Appendix III) that serious view must always be
taken while adjudicating cases of clearances of goods by assessees
when the balance in their PL.A. did not cover the duty on the goods
removed.

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



instructions have been issued that in the case of complicated excises
to be specified by the Collector, the classification list should be ap-
proved by the Assistant Collector.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No,
21370(4) CX-6CX-7, dated 12.7-1971].

Recommendation

From a note furnished by the Ministry, the Committee observe
that the total revenue receipts from 53 commodities under the Self
Removal Procedure during 1968-89 exceeded the budget estimates
by 541 per cent, as against the increase of 2.84 per cent in case of
commodities other than those under Self Removal Procedure. The
Committee feel that this should not generate a sense of complacency
in the Department for the increase in revenue may be the effect of
a number of extraneous factors such as natural growth, increase in
rate of duty, ete. 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 1ith Report (Fourth
Lok Sabha)].

Action Taken

The observations made by the Committee are noted.
[Ministry of Finance (Deptt. of Revenue and Insurance) OM. Na.
21:370(5) CX-4CX-7, dated 21-8-1970).

Recommendation

The Committec also observe that in case of three industries,
Sugar, Tinplates and Wireless Sets, an increase in clearances has
been accompanied by a decline in revenue. The Committee would
like Government {o investigate the reasons for this state of affairs.

[SL No. 14 (Pare 1.57) of Appendix VI to ilith Report (Fourth
Lok Sabha)].

Action Taken

The observations of the Committee has been noted, and the
Director of Inspection, Customs and Central Excise had been asked
to investigate the decline in revenue from Sugar. Tinplates and
Wireless Sets, not with standing the increase in their clearances.

[Ministry of Finance (Deptt. of Revenue and Insurance) OM. No.
F-12/30/70.CX-7, dated 13-10-1970).
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Further Informatisn

The matter has since been investigated and the position regard-
ing the two commodities i.e., Sugar and Wireless Receiving Sets as
reported by the Director of Inspection, Customs and Central Excise,
New Delhj is as follows:—

1—~Sugar:

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 1968-69
were Jess 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.ef. 15-11-1967 Thus, while during the year 1967-68 only a
quantity of 67,19,000 quintal was cleared at the reduced rate, in the
subsequent year i.e. 1968-89, the quantity of sugar cleared at the
reduced rate amounted to 2,0943,000 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. 25267 dated 15-11-1967.

II—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 of its
sale to the consumer. And, sets costing Rs. 165} are exempt from
payment of duty. During the vear 1968-69, clearances of lower
priced sets far exceeded the the clearances in the year 1967-68 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 wireless
receiving sets.

As regards Tin Plates, the matter is being investigated and the
report thereon will be furnished as 300n as possible.

[Ministry of Finance (Deptt. of Revenue and Insurance) OM. No.
12/30/70-CX-7, dated 3.5-1971].
Additional Information

The report In respect of Sugar and Wireless Receiving Sets has
already been furnished. As regards Tin Plates, the matter has
been investigated and the report of the Director of Ingpection
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Customs and Central Excise, New Delhi who had conducted the
survey reveals that while in Bombay and Calcutta and Orisss Collec-
torates, the increased clearances during 1968-69 had also resulted in
the proportionate increase in the revenue realised during the year
1968-69, in Patra Collectorate, though the clearances had fallen, the
fall in revenue during 1968-60 was disproportionate to the short-fall
in clearances. The reason for this anomaly was that from April
1967 to November, 1967, the differential duty on un-coated sheets
@ Rs. 50/- per tonne was also realised along with the duty on Tin
Plates @ Rs. 225/- per tonne and the entire duty so collected was
adjusted against Tin Plates, thereby in flating the revenue receipts
in that year. This practice was not correct as the differential duty
raised should have been credited to Item 26A, and not to the Tin
Plates.

The position 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) OM, No.
F-12/30/70-CX-7, dated 24-8-1971).

Recommendation

The Commitice 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 detected in these industries
during 1966 was 51946 and 49 as against 55.20 and 18 during 1968.
The Committee would like to be assured that this phenomenon is
not due to slackening of vigilance by the Central Excise Department.
[Sl. No. 15(Para 158) of Appendix VII to 111th Report (Fourth

Lok Sabha)}.

Action Taken

The abservations of the Committee have been noted. The Collec-
tors have been asked to ascertain the reasons in the fall of offence
cases in respect of art silk fabrics, aluminium and cosmetics. The
Collectors have also been directed to ensure that this is not due to
slackening of vigilance by their officers.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
F-12/28/10-CX.7, dated 21-10-1970/.

*Recommendation

The Committee observe that, in spite of rates under compounded
levy schemes being 20 per cent to 75 per cent of the standard excise
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levy and the facllity the schemes offer, to assesses through adoption
of simplified procedures for assessment a number of units have not
opted for the schemes. This raises a doubt 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 1063,
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 meg-
sures.

{SL No. 16 (Para 1.83) of Appendix VII to 111th Report (Fourth
Lok Sabha)].

Action Taken

The observations of the Committec have been noted. The Direc-
tor of Inspection, Customs and Central Excise has been asked to
undertake studies on a selective basis for certain commodities, to
ascertain whether some of the units have chosen o stay out because
the standard pattern of Excise control offers scope for evasion of
duty.

[Ministry of Finance (Deptt. of Revenue and Insurance) OM, No.
F-12/27/70-CX-17, dated 16-10-1970].

Further Information

A survey conducted by the Directorate of Inspection, Customs &
Central Excise on the working of the Khandsari Sugar, Embroidery
and Powerloom Unit. Industries reveals that in so far as khand-
sari sugar and powerloom industries are concerned, very few units
have opted for the standard procedure and even where they have
done so, the reason is that either the machinerv employed by them
is very old or that they work intermittently with the result that the
comopnded levy procedure operates harshly on them. For these
industries, there is no reason to suspect that the units have chasen
on the standard procedure with a view to evading any part of the
duty payable by them.

In so far as the embroidery industry is concerned, it is correct
that 32 out of 62 manufacturers are working under compounded levy
scheme, but the units under the compounded levy scheme account
for greater majority of the embroidery machines and 34th of the re-
venue is collected from these units. The units which have chosen
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to stay out of the compounded levy scheme are small scale manu-
facturers who prefer to pay duty after the goods have been embroi-
dered and are ready to be cleared and sold instead of paying a com-
position fee in advance, It Is not possible for them to block up their
capital, The factlity of compounded levy Scheme was extended to
this industry solely with a view to avoiding dificulties in determin-

ing assessable values and the object was not to provide any conces-
gion of duty,

¥

[M/o Finance (Department of Revenue & Insurance) OM. No. 12/
21/10-CK-1, dated 10-8-1971].

Recommendation

There 8 another important point which has 8 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 oii an
ad hoc bagis. The Committee do not consider this satisfactory, as it
could cause avoidable loss of revenue to the exchequer, The Com~
mittee would suggest that Government should under-take field stu-
dies to determine the average production of commodities Brought
under compounded levy and the standard duty on such production
to which the compounded levy should be realistically related. The
rates so fixed should be subject to periodical review and in the light
of experience they should be suitably revised The representative
of the Central Board of Excise and Customs admitted during evi-
dence that such studies had not been undertaken but would be use-
ful. The Committee would like Government to make a start in this
direction. As the number of commodities subject to compounded
levy are few, it should be possible to have the entire gamut of the
scheme covered by these studies in a short time.

{Sl. No. 17 (Paragraph 164) of Appendix VII to the 11ith Report
(Fourth Lok Sabha)].

Action Taken

. [ ]
The observations of the Commitiee have been noted. The

Directcr of Inspection Customs & Central Excise has been en-
trusted with the enquiry.

{M/o Finance (Department of Revenue & Insurance) O.M. No. 12/
4/14/70-CX-7, dated 4-2-1971).

38 L83
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The compoundéd levy sebeitic v tireduoed 1 et ot those
commattities where the normis} administrtive cotitho] lf nbt very
feasible. However, gederally the composition fee {3 Hked on the
basis of the possible output of the equipments utilised by the indus-
try. Since in all such computations, the rates have to be based oh
average production, and, also with a view to ensuring that there is
some incentive for the manufacturers to opt for the schetne, these
rates are generally lesser than the standard rates prescribed under
the Tariff. However, the rationale for fixing the compounded levy
rates differs from commodity to commodity. In the case of power-
loom, for example, the compounded levy scheme has.been introdu-
ced primarily for control purposes- These units have to work accor-
ding to the provisions of the Textile Control Order. The Textile
Commissioner has to keep a track of the powerloom units not only
for this purpose, but also for regulating the Government's policy in
regard to licensing of the powerloom units and regulated conver-
sion of the handlooms into powerlooms. Since the textile authori-
ties do not have any machinery for exercising these checks and it will
be costly for them if they were to set up a separate machinery ex-
clusively for this, the services of the Central Excise stafl are utilised
for the purpose. The primary resson for introducing compounded
levy on powerlooms is for the purpose of textile control only as the
bulk of the Central Excise revenue from powerloom fabrics is ob-
tained either through yam duty or through processing duty. Thus,
although the incidence of duty as a result of compounded levy rates
on powerloom units is only nominal (ranging from 4.52 per cent to
16,6 per cent) vis-g-vis the duty payable under the standard proce-
dure, the actual incidence of duty In the case of powerlooms is not
relevant.

In so far as Embroidery industry is concerned, the rationale for
‘ntroducing the compounded levy scheme was more because of the
administrative difficulties in determining assessable values for a very
large variety of embroidered fabrics, having varying prices manu-
fectured by this industry. However, in the fixation of the compound-
ed levy rates, every care has been taken to ensure that the incidence
of duty payable now under the compounded levy scheme is equal or
very near equal to the standard rate of duty.

As regards Khandsarl, the standard rates of duty are themselves
lower than the rates of duty applicable to sugar manufactured in
vacuum an sugar factories, Besides, there are very large namber
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of very small seale units operating i this industry scattered in inte-
rior areas and there were many administrative difficulties for keep.
ing a control on these units. In this case, therefore, the admintsira.
tive facllity was one of the main considerations for introducing the
compounded Jevy scheme. The rates of compounded levy were also
kept deliberately low so as to ensure that the manufacturers opted
for the scheme, The intention was to collect some duty instead of
leaving a free fleld to the small scale manufacturers scattered in
the interrior aress on whom the administration could not have full
control, Nevertheless, the rates of compounded levy scheme fixed
for the khandsari industry will be reviewed as desired by the Com-
mitfee, from time to time,

{(M/o Finance (Depnrtment of Revenue & Insurance} OM. No.
F. 12/21/70-CX-7, dated 10-8-1871),

Recommendation

In their 44th Report (3rd Lok Sabha) the Public Accounts Com-
mittee had recommended that tariff values of commodities for pur-
poses of levy of excise should as far as possible correspond to mar-
ket prices, This pre-supposed that the Department would promptly
take cognisance of changes in market values and refix tariff values
suitably. The Committee regret to observe that in this case, though
there was a rise in the market prices of copper winding wires follow-
ing develuation in June, 1966, the tariff values fixed by Government
remained un-altered till March, 1968. This resulted in a loss of re-
venue of about Rs. 10 lakhs in respect of a few factories .n one
Collectorate alone. In the opinion of the Committee the period of
21 months taken by Government was inordinate, even after making
due allowance for the factors mentioned by Government. The Com-
mittee deprecate this delay. The Central Board of Excise and Cus-
toms iteelf took about a year to come to a decision, even after the
Economic Adviser's proposals in this regard were received (in Mar-
ch, 1087). The Government have stated that measures for improv-
ing the working of Government machinery for fixation of tarift
values have been taken recently. The Commitiee would Hke lo
watch their impact on the efficiency of the Department in this res-
pect.

{Sr. No. 18 (Pars 1.68) of Appendix VII to 11ith Report (Fourth
Lok Sabba)].
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Action Taken

 The recommendations/observations of the Committee have been
noted. '

[M/o Finance (Department of Revenue & Insurance) OM. No.
F11/43/70-CX-7, dated 18-11-1970).

Recommendation

The Committee would also like Government to consider whethet
the responsibility 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 1lith Report (Fourth
Lok Sabha)].

Action Taken

The secommendation of the Committee is under consideration,

[M/o Finance (Department of Revenue & Insurance) OM. No.
F-11/43/70-CX-7, dated 18-11-1970].

Further Information

The P.A.Cs recommendation that the responsibility for determi-
nation of tariff values should be centralised in one agency of Gov-
erment has been accepted, and, it has been decided with the con-
currence of Minister for Revenue & Expenditure and the Min.ster
for Industrial Development that this work may be handled by the
Ministry 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 revision of tariff values.

[M/o Finance (Department of Revenue & Insurance) OM. No.
F.11/43/70-CX.7, dated 18-11-1970].

Recommendsation

Another point the Committee notice js that the tobacco tariff .5
at present complicated. This undoubtedly makes it administration
difficult, The tariff was rationalised on the basis of the recommen-
dations of an Expert Committee which suggested that the “physical
form" of tabacco should form the basis for classification. However,
in actual practice, the tariff has come to adopt, apart from the phy-
sical form, the ‘end-use’ criterion also. The end-use criterion will
be difieult to apply without ambiguity or dispute. Apart {rom this,
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the indicence of duty on varlous types of tobaceo has tended to be
tather uneven, Thedata given in the preceding part of this Section
would indicate that the relative incidence of duty on flue-cured to-
bacco and non-flue cured tobacco for smoking mixtures does not
follow a rational pattern. In leaf and biri tobacco, the burden of
duty, as between different varieties, shows no correlation to the re-
lative market values of the various grades.

ISr. No. 21 (Para 177) of Appendix VII to 11ith Report (Fourth
Lok Sabha)].

Action Taken

The recommendations regarding the appointment of an expert
Committee which should go into the issues raised by the Committee
is under active consideration of the Government and its final deci-
sion will be communicated as soon as it is arrived at,

[M/o Finance (Department of Revenue & Insurance) OM. No.
F.12/36]70-CX-7, dated 18-11-1870].

Recommendation

The Committee note that during the year under report, Govern-
ment had to forego revenue to the tune of Rs. 1261 lakhs in 106
cases on account of operation of time bar. Investigations conducted
by Government revealed that in six of these cases, there was laxity
on the part of Departmental Officers. The Committee 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-state-

ment on the part of the assess for which action is reported to have
been taken.

[Sr. No. 23 (Pars 182) of Appendix VII to 111th Report (Fourth
Lok Sabha)).

Action Taken

Out of the six cases mentioned in para 182 above, it has been re-
ported by the Collector that in one case, subsequent enquiries have
revealed that there was no laxity on the part of any departmental
offieer, Lokl

In three out of the remaining 5 cases, the concerned officers have
been ceutioned.

In the balance of the two cases, the Collector has reported that
85 the iasue tnvolved was capable of more than one interpretation,
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As regards the solitary case of wiltul mis-statement on the part
of the owner, the demand was raised and the amount has since been
ll ’ “+

{M/o Finance (Department of Revenue & Insurance) OM. No.
11/33/70CX-1, dated 24-9-1970].

Recommendation

The Committee note that the period of time bar under rule 10
which used to be three months previously has since been extended
to one year. A number of messures have also been taken by Gov-
ernment for the proper determination of duty ab-initio and timely
detection of mistakes in classification or assessment. ‘The Committee
would like to watch the effect of these measures through future Audit

Reports.

[St. No. 24 (Para 1.83) of Appendix VII to 111th Report (Fourth Lok
Sabha)].

Action Taken

The observations of the Committee have been noted and neces-
sary instructions have been issued to the Collectors for strict com-
pliance. A copy of these instructions is enclosed for the Committee's

perusal. (Appendix V).

[M/o Finance (Department of Revenue & Insurance) OM. No.
11/33/10.-CX-1, dated 24-9-1670).

Recommendations

In successive Reports on Customs and Excise, the Committee
have been expressing concern over the heavy accummulation of
arrears of excise duty. The Committee regret to observes that
during the yesr under report, the position has further deteriorated.
The arrears which amounted to Rs. 16.07 trores on 31t March, 1067
rose to Rs. 21.29 crores on 31gt March, 1968—in Increase of nearly
33 per cent in one yesr alone. This shows that effective steps have
not beeti taken by the Board pursuant to the repeated exhortations
of this Committee o reduce arresrs. The Comimitiee feel that Gov-
emment will have to act with greater vigour if the arvears gre to
be liquidated at an esrly date.

As in previous years, the largest arvears were aocoupted for by
unmanufactured tobscco (about Rs. 3.84 crores) of which nearly T
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{S. No. 25 and 26 (Paragraphs 1.87-188) of Appmﬁx Vi, to 111th

Beport (Fourth Lok Sabha)).

Action Taken ‘

The observations of the Committee have been brought to the

notice of all conerned for guidance and expeditions dtton. A copy

of instructors issued in this connection vide letter F. No.. 11/28/
70-CX-1, dated 16th October, 1970 is enclosed (Appendix V).

It may be stated in this connection that most of the arrears re-
late to disputed assessments, curt cases, appeah/revidon applica-
tions before the Board/Government of India or under certificate
action with the State Governments. In Tespect of disputed assess-
ments and cases under adjudication and court cases, no action o
recover the dues could be taken until the processes of law were gone
through. The Ministry have requested the Ohel Secretaries of
States demi-oficially to expedite recovery of the arvears under cer-
tificate action as the recovery of such srrears had to be done by the

Sﬁteﬁwummtsintermo!&cﬁonllol&e&ntrdm&
Salt Act

The progress of liquidation of arrears is kept under close watch
by Government. Monthly progress reports sre obtained from all
Collectars by the DLC.CE. who prepares a consolidated all India
review every month and sends it to the Board. Fortnightly reports
are submitted by Collectors demi-officially reporting progress of
recovery of arrears. Instructions ave issued to the Collectors who
do not show satisfactory progress towards liquidation of arresrs,

It may be mentioned in this connection that out of the arrears
amounting to Rs, 21.29 crores as on 31st March, 1968, an amount of
Rs. 5.35 crores has been realised by 8ist March, 1970. The reasons
for increase in the amount of arrears as on Sist June, 1988 over
those fn previous years are:—

() The Central Excise coverage is now vast and has brought
within its net a very Jarge number 67 manufacturers, big
and muall, ome of whom have a femdency to dispute
every Notification or its interpretation, and resort fre-
quently to Appeal or Revision Applicstion procedure and
do not, therefore, pay the dues demanded from them
unti] their cases in adfudication, wppesl, revision petitions
o the Government of Indla #nff &r-in the Courts of Law
have bewn dectded. Thia getera) conaciousness and grow-

ing eagernems amongst the trade for availing of ofl
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remedies available in law to' avoid or postpone payment,
" is, therefore, primarily responsible for the delay in collect~

ing arrears of duty.

(i) 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.

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

Recommendations

The Committee cannot help expressing a sense of disquiet about
the manner in which the scope of the scheme for grant of conces-
sional rates of duty on controlled cloth was extended to cover
varieties of Cloth which were in fact not controlled cloth at all.
This was done through ‘deviation orders’ which the Textile Com-
missioner issved from time to time in favour of specific mills to
cover particular consignments of cloth produced by these mills,
though not in conformity with the specifications laid down for con-
trolled cloth, were treated as such and thereby become eligible for
concessional rates of duty.

{S. No. 28 (Para 198) of Appendix VII to the 111th Report
(Fourth Lok Sabha)).

Action Taken

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) OM. No. 11170
CX.7, dated 24-9-1970).

Further information
The observations of the Committee have been noted,

{M/o Foreign Trade O.M. No. 7(15)/B&A/70, dated 26-9-10).

1PN R i uﬂll!

1.104. The Committee regret that sarees manufactured by the
susessee [n this case which neither conformed to the specifications of
controlled cloth as prescribed by the Textile Commissioner nor were
covered by his deviation orders were aliowed 0 be cleared by the-
Cen{ral Excise suthorities at the concessional rate, This resulted
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in a short sssessment of duty to the extent of Rs. 111 lakhs. It

was stated that the Central Excise Officers were under instructions

from Government not to “enter into controversy” about the correct

ness of declarations made by manufacturers and, therefore, failed to
detect that the sarees deviated from the specifications preseribed

for controlled cloth. It is regrettable that Government should have
jssued instructions to the Excise Officers not “to enter into contro-

versy whether the declaration made by the manufac.urer was cor-
rect or not” These instructions were liable to be construed as a
directive to ignore even wrong declarations by manufacturers for the
purpose of claiming duty concessions. The fact ihat Government
themselves after 2} years of issue of these instruct.on, had to direct
the assessing officers to be alert against mills clearing fabrics not
constituting “controlled cloth’ on payment of concessional rates of
duty applicable to such cloth shows that the originz! instructions
issued by Government were ill-advised.

{Sr. No. 31 (Para 1.104) of Appendix VIT of 3rd Report (Fourth
Lok Sabha}].

Action Taken

The observations of the Committee have been noted.

[M/o Finance (Deptt. of Revenue & Insurance) OM. No. F. 11/2/70-
CX-7 dt. 2491870},

Recommendations

The Committee cbserve that a series of omissions occurred in this
case. In the first place, the scheme approved by the Cabinet envis-
aged tha sugar factories which commenced crushing early should
be encouraged to maximise crushing in the early part of the season.
A rebate in excise duty was o be given to these factories if they
produced during this season more sugar than they had gone previous-
ly. However, while notifying the scheme in Novembber, 1063 under
the impression that ‘factories in the South’ commence crushing early,
the rebate in duty of 50 per cent for July—October season was made
applicable only to factories in Madras, Mysore and Kerala, even
though the Cabinet had given no such directive. Andhra Pradesh
was not included, but was bracketed with Maharashtra and the rebate
MMpucontwuemdtdwlmminthﬁeSmeﬂormshing
in November only.

Secondly, after it was pointed out that even factories in these
two Btates (Andhra Pradesh and Maharashtra commence crushing
before November, the notification wss amended by Government in
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December, 1963 to extend 50 per cent rebate for the July-aowobor
season to factorles in these two States also. With this ampndment
Government withdrew the 50 percent rebateigiven in the earller
notification to factories in these States for crushing in November.
However, one of the factories in these States had claimed rebate for
November on the basis of the earlier notification, and the excess
payment of Rs. 1.94 lakhs could not be recovered as it was held that
a rebate allowed could not be retrospectively withdrawn,

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

1120, The Committee consider if regrettable that Government
implemented the scheme of rebate in such a turdy manner. The re-
levant notifications, though seen by the concerned Ministries before
issue, were Joosely drafted, and Government also failed to collect
adequate data about crushing season in different areas of the coun-
try before formulating the scheme. Besides a very fundamental
point that a tax benefit or concession could not be withdrawn retros-
pectively was also overlooked. It is also very anomalous that only
three out of six factories entitled to the rebate for November crush-
ing 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 themselves should have in equity
ex-gratia allowed the rebate in three cases. The Committee note
that Government are now in the process of formulating general guide-
lines to regulate the procedure for refund in cases of excess collec-
1ions of this type. The Committee would like the procedure for this
purpose to be finalised early.

[S. No. 33-34 (Paragraph 1.119-1.120) of Appendix VII to 111th Re-
port (Fourth Lok Sabha)).

Action Taken

The Committee's observations have been noted. Ministry of Law
have already advised this Ministry as follows in another connection:

“It would be anomalous to hold that the Government had no
power to grant refund of a tax which had been illegally
collected when the party himself could obtain such vefund
by going to Court. Any such construction would omly
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result in un-necessary litigation and avoidsble expendi-
ture...... We would, therefore, favour the view that the
relsvant provisions of the Act (Section 27 of the CA. 62
and rule 11 of the General Excise Rules) bar only the
remedy bot do not completely extinguish the right and
it would be open to Governinent in appropriate cases
though not perhaps in exercise of its Revisional jurisdic.
tion, to grant refund of taxes which have been erronecusly
or unlawfully realised”.

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

“This was essentially a case in which, when notice was serv-
ed, 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 purtured
in the minds of the citizens that the Government is by
and for the people.”.

In the light of the Ministry of Law's advice and the Supreme Court’s
observations, this Ministry is, in consultation with the Comptroller
and Auditor General, formulating the general guidelines to regulate
the procedure for refund in deserving cases which are barred Ly
limitation of time for claiming such refund.

[M/o Finance (Deptl. of Revenue & Insurance) OM. No. 11/46/70-
CX-7 dt. 30-10-1970).

Recommendations

The Committee are also not happy over the manner in which
the Board had acted in the third case mentioned in the Audit Pare-
graph. In this case, the condition bl owmership on the crucial
date stipulsted in the original notification got breached with the
transfer of the undertaking to a second party. However, on the
ground thet transler of ownership should not act as a bar to the
grant of the concession—s decision which represented a departure
from the conditions originally set out—the Board gave a concession
of over Re. ¢ lakhs to the assessee by tssue of 8 special order with
retrogpactive effect under Rule 8(3) of the Central Excise Rules.
Apart from the question thet such trestment involved discrimine-
tion fn favour of the party, the Committee would like to point
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out that Government had no legal authority to issue a special srder
granting concession with retrospective effect. In fact an opinion to
this effect had been given to government by the Attorney General
himself. The Committee trust 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 111th Report (Fourth
Lok Sabha)].

Action Taken

In the past, retrospective 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 it would otherwise result in
undue hardship. However, in the practice has heen stopped after
the receipt of the Attorney General's opinion. As suggested by
the Committee in para 337 of its 44th Report (Third Lok Sabha)
enabling provision has been made in Clause 28 of the Central Ex-
cise Bill for giving retrospective exemption in appropriate cases.

In the particular case under reference, exemption under Rule
8(2) was allowed by a special order of the Board as it was' felt
that the case involved circumstances of an exceptional nature.
Government. however, fully agree with the Committee that exem-
ptions should not result in discrimination and in actual practice,
this aspect is borne in mind when it is decided to give an exemp-
tion.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
12/10/70-CX-7, dated 24th September, 1970].

Recommendations

There is a general point arising out of all the foregoing cases
which the Committee would like to emphasise. The scheme for
grant of also concessions as originally formulated had a number of
drawbacks which came to light in the course of actual impiemen-
tation. The Committee are prepared to recognise that these draw-
back unless remedied might have frustrated the intention underly-
ing the scheme. But remedial action should not have been taken
in a way which benefitted only parties who came up before Gov-
ernment by employing legal procedures. Any relaxations of con-
cessions which Government intended to give should have been
published and made applicable to others as well specifically to avoid
discriminatory treatment.

{8. No. 38 (Para 1.138) of Appendix VII to the 111th Report (Fourth
Lok Sabha}].
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Action Taken

The observations of the Committee have been noted. In future
in such cases of appeals and revision applications, where general
issue 18 decided on the basis of some clarification, a circular letter
will be issued to all the Collectors who can further issue trade
notices for the benefit of the trade.

Recommendations

While the Committee recognise that grant of concessional rates of
duty to tea drier ofl might have been justified, they fee] that the
procedures adopted by Government for the grant of the concessior,
were throughly faulty. The notification issued for this purpose
granted exemption to drier oil, which fell under Tariff exemption
No. 8 from so much of the duly as was in excess of the duty leviable
under Turiff item 10 which covered oil of another description (fur-
nace oil). This clearly tentamounted to circumventing the Tariff
classification laid down by Parliament. The Ministry of Law had
also at one stage expressed doubt about the validity of an exemption

on these lines which led to duty concessions amounting to Rs. 2.24
crores,

The Committee also observe that dutv concessions amounting
to over Ra. 3.5 crores in respect of this oil were allowed by the
Deptt. on the basis of Executive Instructions issued in May. 1938
and November, 1962 This was irregular. Pursuart to an earlier
recommendation of the Committee the Altorney General has advised
Government that they are not empowered to give exemptions by
Exccutive Instructions. The Committee trust that Government w
in future take care to ensure thal exemptions are iven oaly v
thue process of law

[$ No 40-41 (Paragraph 1148-1149) of Appendix VIl to the 111th
Report {Fourth Lok Sabha)).

Action Taken

The observations of the Committee have been noted and brought
i the notice of all concerned for guidance. A copy of the note
for circulation issued mde letter F. No. 12:3'70-CX-7 dated 5th Oclo
her, 1970 enclosed (Appendix VI).

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
" 12/3/10-CX-1 iPt) dated Tth October, 1870].
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Recommendations

There is another point the Committee would like to wention.
The Board had in this case made a reference to the Ministry of
Law for a second opinion without any mention of the earlier opin-
ion given by that Ministry. This the Committee consider wrong
in principle. Besides the second opinion, which run counter to the
first opinion was given by a Deputy Legal Adviser. The Committee
would like to impress on Government the need to ensure that where
a second legal opinion is sought, it should specifically be sought
from an official 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 their points of
view before an opinion is sought from the Ministry of Law, and
are also associated with any inter-ministerial deliberation that might
take place in this connection.

[S. No. 42 (Para 1.150) of Appendix VII to 111th Report (Fourth
Lok Sabha)].

Action Taken

1.150. Department of Expenditure of the Ministry of F.nance
is taking .1ecessary action in this respect and a reply will be sent
shortly to the PAC.

However it would appear from Annexure V of the reply to ad-
ditional information required by Public Accounts Commitlee on
para 41(ii) of Audit Report (Civil) Revenue Receipts, 1969 that the
same officer later modified his earlier opinion and agreed to the
proposal made by the Department of Revenue. The subsequent
opinion which was obtained to seek confirmation of this opinion,
was, however, given by another officer of the Law Ministry,

[Ministry of Finance (Deptt. of Revenue & Insurance Q.M. No. 123
70-CX-7, dated 8th October, 1§70)].

Further Information

The observations of the Committee have been noted and brought
to the notice of all the Ministries!Departments for thelwinforma-
tion and future guidance vide Ministry of Finance, Department of
Expenditure OM. No. F. 12(42)-E (Coord)!70 dated 22nd October,
1870 (Appendix VII).

(Ministry of Finance (Deptt. of Expenditure) OM. No. F. 12 (43)-B
(Coord) /70 dated 3rd June, 1871).
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Rcommundations

The Comsitiee observe that the exemption: notification of 1st
March; 108 geve partial exemption from duty to only three speci-
fied types of rayon waste, The Central Bxcise Deportment, how-
ever, extended the concession to other types of rayon wastes
initially beoause it was felt that it was applicable to These wastes
also 4ad after 1st October, 1964 on the basis of Executive Instruc-
tions Wsued by the Board. The result was that the non-exempt
types of waste were aseessed at concessional rates for a period of
over eight. years without any legal authority therefore. The
amount of revenue foregone by Government during the period was
nearly Rs. 80 lakhs.

The Committee are of the view that extension of the scope of
any concession given under a notification calls for issue of another
notification. The purpose cannot be achieved by issue of executive
instructions as was done in this case. The notifiéfBon sBould also
be issued promptly as concessions can have only prospective effect
and 8 henefit extended cannot be retrospectively enforced even by
a notification. The Committee would like Govt. to ensure strict
complianoe with these provisions.

{S. No. 4445 (Para 158 and 158) of Appendix VII, to 111th Report
{Fourth Lok Sabha)].

Action taken

The nbservations of the Committee have been brought to the
notice of all concerned for guidance. A copy of the instructions
issued mide Note for circulation F. No 11/16/70-CX.7. dated 15th
June, 1970 is enclosed (Appendix VIII).

I™Min. of Finance (Deptt. of Revenue & Insurance) OM.
No. 11/18/70.CX-7, dated 21.8-1970].

Recommendatiom

The commitiee note that the value of security bonds to be fur
aldred by licensees of lobacco warehouses was fixed fn 1843 when
the rate of excise duty on tobacco was one anna per pound The
rates of duty on tobacco now s more than 16 times the original
rate, but the bond values remain unchanged.  Rule 140 of the
Centra] Excise Rules 194, empowers the Collectors of Central
Excise to demand fresh bonds where the existing bonds do not pro-
Vide adequate cover, but these powers do not appesr T"have been
suffcintly used. Wile the Committee appreciste that bonds are
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ot to be treated as the sole mesng of insurance against default by
licensees, they do feel that their value should Be so fixed that they
have some deterrent effect. It was argued before the Committee
that the Central Excise Law provides a number of remedfes againat
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, the Depart-
ment could realise less than Rs. 12,000 out of dues aggregating to
Rs. 3 lakhs in these cases. One of the main problems in tobacco
excise on which the Committee have expressed concern time and
again is the heavy accumulation of arrears, a sizable part of which
has been abandoned every year due to licensees becoming unmtra-
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 Commitled desire that the Govern-
ment should take necessary steps for the upward revision of values
f security bonds so that they are relatable to the duty that could
he realised rather than the floor area.

[S. Wo. 57 (Para. 1.187) of Appendix V11 of the 111th Report
{Fourth Lok Sabha)].

Action teken

The Committec's observations have been noted. Steps are be.ng
taken to review the whole question of fixing the bond amounts in
consuliation with Collectors of Centra} Excisc and Director of
Inspection, Customs & Central Excise. As soon as the lssue I8
finalised, the P.AC. will be duly informed.

Tt may, however, be mentioned that heavy accumulation of
arrears {a sizable part of which is abandoned every year due to
licensees being untraceable) pertain 1o petty curers of tobacco
scattered in the interior rural areas, who are not required 1o

execute any bond, unless they also take a Yicence for private Bonded
Warehouses

[M/o Finance (Deptt. of Revenue & Insurance) OM.
No. 11/6/20--CX.7 (Pt) dt. 5-10.1870].

Further information
The above recommendation has been accepted and the existug

instructions on fixing the bond end security amounts of K. 4 bonds
have been revised A copy of Min‘stry's letter F. No. 15/7/88-
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CXIV/8, dated 24th October, 1970 to all Collectors is enclosed here-
with (Appendix IX),

[M/o Finance (Deptt. of Revenue & Insurance) OM.

No. 11/8/70-CX-1, dt. 27-10-70].

Recommendations

The Commitice observe that the cxemption order issued in this
~ase had a number of flaws. In the first place, the exemption order,
which covered one category of mineral oil, did not specify the
teriff item 1o which the exemption related. The legal opinion s
that “in the nature of things, there cannot be an exemption notifica-
tion which cannot fit in with anv tariff item”. The Committee
further observe that there was also an omission to exempt the oil
in question from special and regulatorv dutics which it attracted by
virtue of the fact it was a category of mineral oil normaily subject
to such duties under the Excise Tarifft The Committee trust Gov-
srnment will ensure that omissions nf this nature do not recur.

[Sr. No. 52 (para 1200) of Appendix VI to 111th Report
{Fourth Lok Ssbha)l.

Action taken *

The observations of the Comm:tire have heen noted.

[Mjo Finance (Deptt of Revenue & Insurance OM.
No 121770.CK7. dt 27-1-19M).

Recommendations

A special aspeet of the exemplon notificstion e this case  was
that t was confined to mineral @! produced in 8 particular geog-
mpbical aren Accerding to the advice of thy Ministry of Law, an
exemption of this nature can be 1ssued “provided the differentiation
in the matter of localities is based on rational considerations rele-
vant to the object in view”  In order that the legality of these noti.
fieations is not challenged oo grounds that thev entai] discrimina-
ton, the Computtoe fee] that Governmenl should explain the
rationale underlying such exemptions in an explanatory memoran-
Aum to the notificatinns

1Se Noo 53 (Para 1200 of Appendix VI to 111t Report
{Fourth Lok Sabha)).

Action taken

1t is felt that the lack of Explanatory Memorandum would not
mike (he notifiestion granting  exemplion from excise duty to
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excisable goods produced in a particular geographical area liable
for challenge on the ground of discrimination so long s the conces-
sion is based on rational considerations relevant to the object in
view as opined for by the Law Ministry, At present, all notifica-
tions granting exemption from duty are laid before Parliament
along with an Explanatory Memorandum. However, in order to
give adequate publicity to exemptions confined to goods produced
in a particular geographical area, the Explanatory Memorandum
will also be issued in the form of a Press Nyte.

[M/o Finance (Deptt. of Revenue & Insurance) O.M.
No. 12/17/10-CX-7, dt, 27-1-1871}.

Recommendations

On the question of merits of the exemption given in this case,
the Committee note that the mineral ol in question was classifiable
as refined diesel oil under Tariff Item 8. on the basis of its charac.
teristics. The duty was. however, assessed as for kerosene, which is
an illuminant falling under Tariff ltenr 7. The consideration for
exemption was that the il was mainly used as an illuminant. The
Committee fee! that before giving the exemption, Govi. should have
ascertained whether either by itself or in adulteration with any
other fractions the oil was capable of being used for any of the pur-
poses for which refined diese! oil could be used The Committee
note that scientific investigation is now being conducted by the
Ministry of Petroleum and Chemicals to ascertain whether and to
what extent kerosene is being used as a substitute for refined diese!
oil and whether any de-naturant colouring material could be added
inferior kerosene to detect its misuse, if anv. The Commitiee trust
that the above investigation will be completed at an early date and
necessary correctives applied so that the object underlying the
exemption is not defeated.

{Sr. No. 54 (Para 1.202) of Appendix VI to 111th Report
i (Fourth Lok Sabha)].

Action token

The Indian Institute of Petroleum, Dehradun had tsken up a
scientific investigation of the methods to determine whether and to
what extent kerosene is being misused as a substitute or adulterant
with refined diesel ofl and whether any denaturant/colouring
material could be added in kerosene 1o detect its misuse and to
avoid it, if possible. The final details of the scheme to introduce a
chemical marker in the kerosene ofl are still being worked out and
will be announced as soon as s decision is taken in this regerd. The
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observations of the Committee have been noted and necessary cor-
rective action will be taken as soon &s the final report is received.

{M/o Finance (Deptt. of Revenue & Insurance) OM.
No. 12/17/10-CX.7, dt. 21-1.71}.

Recommendations

The Committee consider it unfortunate that the notification in
this case was so ambigously drafted as to offer scope for differential
treatment. The notification prescribed concessional rates of duty
on a slab basls with reference to the out-put of the factories in the
preceding financial year. However it contained no specific provi-
sion in regard 1o newly established factories which naturally could
have had no production in the ‘preceding financial year’. The
result was that while 18 new factories (mentioned in the Audit
Paragraph) were deemed cligible for the concessional rates of duty
in one Collectorate, 115 other new factories were denied this con-
cession in 18 other Collectorates.

The Committee trust that Government will ensure in the inter-
est of uniform treatment of assessces that notifications precisely
translate Government's intention.

{S. Nos. 55-36 (Para 1.208-1.209) of Appendix VII to the 111th
Report (Fourth Lok Sabha}).

Action tsken

The observations of the Committec have been noted.

[M/o Finance (Depit. of Revenue & Insurance) OM.
No. 12/60/70-CX.7, dated 28-10-1970].

Recommendations

The Committee consider it unfortunate that, due to a wrong
inion expressed by the Mintstry of Law, medicinal glycerne pre
yared out of commercial glveerine way deemed non-excisable,
though In point of fact, it was lisble to excise duty. 1t took nearly
'Wo yesrs, after instructions restricting levy of duty were issued
't Government to ascertain the correct position in law, Le. that
cmmercisl glycerine used for preparstion of medicinal glycerine
%as lable to tax both as commercial and medicinal glycerine. An
‘wmplion notification was thereafter issued for exempting medici-
t! glyverine, on the ground that it was not Government’s intention
" tax {2 TV the notifiestion was issued medicinal glycerine en-
Piwd an exemption from tax which had no leyal besis
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The Committee further note that the Ministry of Law gave their
revised opinion on the duty - liability of medicinal glycerine in
November, 1968, the Ministry of Finance issued an exemption Noti-
fication only in June, 1969 ie. after the lapse of about 7 months,
The delay lacked justification particularly after February, 1868 by
which time the Board had all the material it had called for from
the Collectorates for the purpose of issuing the notification. The
Committee would like to emphasise the need for prompt action by
Government in cases of this kind, particularly as they have a bearing
on the legality of Government's action.

[S. Nos. 59-80 (Para 1.223-1.224) of Appendix V11 to the 111th Report
(Fourth Lok Sabha)].

Action taken

The observations of the Committee have been noted and brought
to the notice cf all concerned for guidance. A Copy of the instruc-
tions issued in this connection is enclosed (Appendix X},

[M/o Finance (Deptt. of Revenue & Insurance) OM.
No. 11/10/70-CX-7, dt. 28-10-701.

Recommendstion

The Commitice would also like to point out that an vmission on
the part of the Board also contributed to the mistakes which oceur-
red in this case. According to executive instrutcions issucd by the
Board in September. 1935, wrapping paper wis 1o be assessed o
duty al the same rate as paper packed i such wrapping paper. The
exemption netification issued by the Board in February, 1865 in
favour of newsprint hrought about a change in this position, in as
much as the exemption was made conditional on the paper helng
actually used for purpose of printing. As wrapping paper was not
capable of being so used, it could no Jonger be assessed at the same
rate as newsprint, on the basis of the instructions of the Board of
September, 1955. The Board should have, thercfore, reviewed these
instructions and suitably instructed the fleld offices, which they
failed to do.

The Commitlee also note that after Audit pointed out the irre-
gularity in June, 1968, the Board took one year to lssue the necessary
clarification. The Committee consider the delay as highly regret.
table. As they have repeatedly urged, Government should act with
promptness in matters which affect Government revenues,

[Sr. Nos. 63-64 (Para 1234-1.235) of Appendix VII to 111th Report
(Fourth Lok Sabha)],
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Action taken
The observations of the Committee have been noted,

{M/o Finance (Deptt. of Revenue & Insurance) O.M.
No. 11/47/10-CX.7, dt. 30-10-1870}.

Recommendation

The Committee observe that wrapping paper used in the manu-
facture of reel cores was erroneously assessed to duty at the same
rate as writing paper wound on reel cores,  While the Committee
note that the correct procedure for assessment is now being follow-
ed in all the Collectorates, they would lhke to point out that the
mistake occurred in as many as six Collectorates. This case as well
88 the case of assessment of wrapping paper menticned elsewhere
in this report, points to the need for clear-cut instructions to Collec-
turates i the matter of assessment whenever containers and con-
tents are assessable at different rates of duty.

[S. No. 65 (Para 1.239) of Appendix VIE 1o i11th Report
{Fourth Lok Sabha}).

Actlon taken

The observations of the Commitlee have been brought to the
notice of all concerned for guidance. A copy of the instructions
issued vide note for Cyrculation F. No. 1 5. 70-CX-2, dated 27th July,
1970 15 enclosed (Appendix XI).

{M/e Finance (Deptt. of Revenue & Insurance) OM.
No. 12/11/70-CX-1, dt. 21-10-1970).

Recommendation

The Committee regiet that due W 3 fadure to draft notifications
correctly, certain parties i two Collectorates got an unintended con-
cession 0 excise duty to the extent of Rs. 66,000, The notification

nich was losued in March, 1964 was intended to rationalise certain
slaby concesstons allowed 1o manufacturers of pulp and straw boards.
rior to March, 1984, such concesstony were avatlable only 1o manw-
Lcturers producing 5,000 tonmes or jess, the contession beng limited
1 the firsd 3,000 tonpex of production m a vear. The notification
ssued i March, 1984, extended the scope of the concessions to all
zanufscturers without regard to their sale of production. but
stuted the convession to the first 2500 lontes of production in 2
“vat A the noUfication became operative in March. 1964, the con-
tswion gvailable for that one month 1n the Anancial year was work-
™ out pro rate a 200 tonnes. However, due to a failure to spell out
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the rationale behind this concession for 200 tonnes for March, 1964,
certain manufacturers were able to claim it in addition to the full
benefit of slab concession of 3,000 metric tonnes enjoyed by them
under the old scheme. The Finance Secretary himself admitted that
the notification of 1st March; 1964 could have been better worded in
this regard,

[Sr. No. 66 (Para 1.245) of Appendix VII to the 111th Report
{Fourth Lok Sabha)].

Action taken

- The observation of the Committee that there is need to exercise
greater care in drafting notifications so that they do not leave loop-
holes has been noted.

[M/o Finance (Deptt. of Revenue & Insurance) OM.
No. 11/44/70-CX-7, dated 27-1-1871).

Recommendation

The Committee note that to bring about uniformity in the matter
of classification and valuation in all the Colleclorates, the Depart-
ment propose to set up an organlsation for a Central Exchange of
Classifications and Control. The Committee hope that this would
help to resolve the difficulties of the Excise Department in classify-
ing items for purpose of assessment. It would be necessary to en-
sure that the Central Exchange keeps in close and constant touch
with the field and regularly issues guidelines to them in the matter
of proper classificaiton of items.

[S. No. 69 (Para 1.255) of Appendix VII to the 11ith Report
(Fourth Lok Sabha)}.

Action t{aken

The observations/recommendations of the Committee have been
noted.

{M/o Finance (Deptt, of Revenue & Insurance) O.M.
No. 11/13/70-CX.7, dt. %0-11-1970}.

Recommendation

The Committee note that 1o obviate the recurrence of such caset,
the Board have issued necessary instructions to formations. The
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Committes trust that the Board will ensure that these instructions
are strictly complied with,

‘ [Sr. No. 72 (Para 1.267) of Appendix VII to 111th Report
(Fourth Lok Sabha)].

Action taken

The observations of the Committee have been noted and brought
to the notice of all concerned for strict compliance. A copy of the
instructions issued vide letter F. No, 11/3/70-CX.7, dated 25th June,
1970 is enclosed (Appendix XII).

[M/o Finance (Deptt. of Revenue & fusurance) OM,
No. 11/3/10-CX-1, dt. 21-16-70).

Recommendation

While the Commitiee recognise that the firm (n this case might
have on merits been eligible for assessment under the Compounded
Levy Scheme, they would like to point out that it dig not quality
for assessment under the scheme il March, 1968 when it acquired
availed excise licence. [t is strange that the Central Excise authori-
tics who renewed the licence of the firm on three occasions, between
September, 1964 and March. 1968 failed 10 recognise that it was not
# valid licence. This is not the occasion a lapse of this kind has
oceurred.  The Committee would like Government to ensure that
Central Excise authorities pay due attention to procedural require-
ments of this kind in the course of their work, as they have a bear-
ing on the legality of assessments.

{S. No. 73 (Para 1275} of Appendix VI to the 111th Report
{Fourth Lok Sabha}}.

Action taken

The ohservations of the Commilttee have been brought to the
notice of al} concerned lor guidance. A copy of the instructions
issded In this regard mde F No. 11 15.70-CX-7, dated 15th June,
1070 ix onclosed (Appendix XIID.

[{M/o Finance (Deptt. of Revenue & Insurance) OM.
No 11/15770.CX.7, dated 21-8-1970).

Recommendations
The Commitiee note that under Section ¢ of the CE Act; the

uenable value is 1o be determined with reference o the wholessle
#ices iy the nesrwst wholesale markel, ignoring deductions on
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account of special relationship between the seller and purchaser of
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 deduc-
tions were allowed on account of carriage and bonug discounts, both
of which related to marketing operations. While deciding the case
in appeal, the Collector made the prices charged by the manufac-
turer to the distributor and sub-distributors the basis for determina-
tion of value.

The Committee desire that, while determining values of excis-
able commodities for the purpose of assessment, Government should
invariably ensure that those are in strict conformily with the pro-
visions of Sect.on 4 and that any deduction not permissible under that
Section is not allowed.

[S. No. ™ and 75 (Para 1.279 and 1.280) of Appendix V11 to the 111th
Report (Fourth Lok Sabha).

Action taken

The observations of the Committee have been brought to  the
notice of all concerned for guidance. A copy of the nstructions
issued 1ide note for circulation, F. No 11/36:70-CX-7, dated 15th
June, 1970 is enclosed (Appendix XIV).

[M/o Finance (Deptt. of Revenue & Insurance) OM.
No. M6/ 70-CX-50 dated 21-8-1970}.

Recommendations

The Committee feel that it is not only necessary, but also desi-
able that production records in respect of colton fabrics are mam.
tained at the off-loom stage. The necessity arises out of the provi-
sions of the Central Excise Act and Rules thercunder. These
require a license to maintain an sceount of exesable pouds pro-
duced by him. As cotton fabries become excisable the moment they
are produced as such out of the looms, a production sccount of (he
off-loom stage is & legal requirement. Apart from this considera-
tion, it also appears desirable that sccounts are muintained at the
off-loom stage, as it would make for cffective contrul wer the fabrie
from the grey stage to the final stage of processing and finishing.

The Committee note that & Textile Sub-Commitlee appointed by
Government which went into this question recommended the main.
tenance of production accounts by mills #t off-loom stage.  The
Sub-Committee considered such sn arrangement loga) og well as
logical. But Government did not sccept their recommendation on



81

practical considerations having regard to “the convenience of the
trade”. The Committee are not convinced by this argument, for,
they find that about three-fourths of the number of mills maintain
accounts at the off-loom stage. It does not, therefore, svem un-
reasonable to require the remaining one-fourth to do like.wise,

-The Committee note that the question whether it would be
practicable to cast an obligation on the mills to mainlain accounts
at the off-loom stage is under consideration of Government. As the
matter is of importance {rom the point of view of ensuring account-
ability of excisable goods, the Committee desire Lthat an early de-
cision should be taken in the matter.

[S. Nos. 76, 77 and 78 (Para 1.287-1.288) of Appendix V11 to the
111th Report (Fourth Lok Sabha)].

Action Taken

It has been decided that the  account of production of cottan
fabrics in textile mills should be maintained at the off-loom stage.
A copy of the instructions issued in this repard is enclosed (Appen-
dix XV).

[Ministry of Finance tDeptt. of Nevenue & Insurance) OM. No.
PUATICKA, dated 2020971

Recommendations

The Comnuttee note that an exemption from duty was aliowed
by Govt W certain small scale units manufacturing  unprocessed
cotton fabties. The exemplion notification contained restrictive
stipulation which were calculated to check {ragmentation of larger
units wnto small units with the object of taking advantage of the
duty cxemption. The notification was unlortunately so worded as
to deny the concession even where & nightful heir of a deceased
licensee inhorited the factory or where the whole {actory was trans-
ferred by sale or lopse not mvolving any fragmentation  This shows
that due care ond furethought were not exervised while drawing up
the nolificalion.  Even of the initia) error had been made, the Com-
miltee foel that subsoguently, when Government realsed that the
notification was more testrichve  than they had  intended, they
should have amended 1 by another notifeation. Guvernment, how-
ever, tried to achieve this olject by tssung Executive Instructions,
Apart ftom lecking the due sanchwn of law, thew instructions be-
came discriminatory in effect as they covered only cases where the
benefit of exemption had been given The Commitiee deprecate
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this. They trust that Govt. will take care to avoid such mistake in
future, o

[S. No. 79 (Para No. 1.204) of Appendix VII to the 11ith Report
¢ (Fourth Lok Sabha)].

v te

Action taken

The observations of the Committee have been noted.

[M/o Finance (Deptt. of Revenue & Insurance) O.M. No.
11/5/70-CX-7, dated 24-8-1970].

Recommendations

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 pointed 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 Audit
pointed out the omission.

The Committce 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 .n-
formed of the outcome of the disciplinary proceedings. The Com-
mittee also note that the relevant demand for Rs. 87,579 has not yet
been real'sed. The Committee desire that vigorous steps should be
taken to recover this amount.

[SL Nos, 82-83 (Para 1.306-1.307) of Appendix VII to the 111th Report
{Fourth Lok Sebha)].

Action taken
The observations of the Committee have been noted.

As regards realisation of demands, the party had gone in a writ
petition before the Caleutta High Court and an injunetion was issued.
The same has now been vacated. The case 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.
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The disciplinary proceedings against the officer concerned have
slready been initiated but the case has not yet been finalised.

[Mlnhtry of Finance (Deptt. of Revenue & Insurance) O.M. No.
11/20/70-CX.7, dated 13-10-1870].

Further Information
The observations of the Coramittee have been noted.

As regards realisation of demands, the party had gone in a writ
petition before the Caleutta High Court and an injunction was issu-
ed. The same has now been vacated. The case 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 has been reported
by the Collector that the disciplinary proceedings against the con-
cerned officer have since been finalised and the officer has been warn-
ed by the adjudicating officer,

{Ministry of Finance (Deptt. of Revenue & Insurance) O.M. No.
11/20/70-CX-7, dated 31-12-1970).

Recommendation

This is yet another of a number of cases which have come to the
Committee's notice, where Government had given concessions in
excise duty through Executive Instructions. The Ministry have now
stated that the question of issuing an omnibus notificat.on is under
axamination of Government. As the concessions given by Govern-
ment do not have a statutory backing, the Committee desire that
this should be done without any further delay.

[SL No. 84 (Paragraph 1311) of Appendix VI to the 111th Report
(Pourth Lok Sabha)).

Action taken

The omnibus notification, which will cover a large number of
existing instructions regulating the grant of exemptions on samples,
has been finalised in consultation with the Ministry of Law and has
been sent to the Official Languages Commission for Hindi transla.
tion. A copy of the notification when issued will be sent to the
Committee.

It may, bowever, be mentioned that it has not been possible
to cover all such concessions in the draft omnibus notification as the
Law Ministry did not agree to the inclusion of some of those in res-
pect of which the quantities to be exempted were not specifically
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notified. Since this would have delayed the matter further, it has
been decided to exclude those from the present omnibus notifica-
tion. The Government, however, are examining those cases sepe-
rately.

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
11/8/70-CX-7. dated 30-10-1970].

Further Information

A copy of Notification No. 171/70 dated 2lst November, 1970 is
enclosed herewith for the information of the Committee (Appendix
XVI).

{Ministry of PFinance (Deptt. of Revenue & Insurance) OM. No.
11/720,70CX-7, dated 14-10-1470).

Recommendations

The Committee are surprised to find that it took the Department
one to four years to find out that the assessees involved in his case
had cleared aluminium ingots without payment of duty. There
were a further delay in raising demunds for dutv. Government
have stated that the demands could be raised only after ascertain-
ing that duty had not been paid on the dross which constituted the
raw material for the ingots, but it is clear that the Excise Depard-
ment did not show due vigilance. The Committee hope that action
will be taken by Government o ensure that these instances do not
TeCUr.

The Committee note that out of a total demand of Ks. 4,350 in
the above cases, a sum of 4505 only has 50 {ur been recovered. The
Committee desire that vigorous steps should b taken 1o recover the
balance.

[S} Nos. £3-86 tPary No. 1VT-1318) of PAC. 111th Report
{Fourth Lok Sabha))

Action taken

The observations of the Committee have been noted and brought
to the notice of alf concerned, for gudance A copy of the instrue.
tions issued in th's regard is enclosed {Appendix XVII).

As regards the recovery of halance demands, it may be stated
that out of total amount of Rs 4435056, a sum of Ry. 4350384 hsd
elready been recovered. Property worth of Rs. 2400 in respict of
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Messrs Kishori Lal Ghanshyam Dass has been attached, and action
for the realisation of the balance amount is in progress.

[Ministry of Finance (Deptt, of Revenue & Insurance) OM, No.
4/9/70-CX-17, dated 27-10-1970].

Recommendation

The Committee observe that due to an errur on the part of the
Department in determining the quantities of paper board cleared at
concessional rales by an assessec, there was an over-assessment to
the tune of Rs. 121517, The Committee note that Government are
now conducling a review to find out whether there have been simi-
Iar over-assessments in other Collectorates The Committee would
like to await the results of this review  Thev would have fell hap-
pier if Government had initiated this action soon afler the Audit
Paragraph was sent to them m July, 1968

[S No %0 (Paragraph 1331 of Appendix VII tn the 111th Report
{Frurth Lok Sabha)]

Action taken

A review has anee been made. Tt i been reported that. apart
from the Calentta & Orssa Colleetorates on which para 37 of Audi
Report (Cwaly on Hevenue Receipts. 1960 wai hased. over-assess-
aent has been reperted motwo other Unllertorsdes, iz Bombay and
Poona to the extent of Re 2411275

[Minstey of  Fuaner (Deptt of Bevenue & tnatanee) OM No
M9 TR, dated 21B-3970].

Recommendations

The Commitlee regied to abserve that althoeugh four and a hall
years have elapsed sinee 2 tevned demand for Rs 7 lakhs was rais-
ed by the Departmert :n thes case the question of tax habhity still
tomatng indeterminate for want of decision on the extent of agses-
see’s entitlement to exemption The Commuittee desire that  the
matler should he eliind expeditinusdy

The Commitiee als: abserve that thete was 4 rexnettable delay
in raigng the reviaed demand in this case  The Committer trust
that the Department will tuke care to avold sach delavs in future

[S No. 91 (Para 12T of Appendhix VI to the 1llth Report
iFourth Lok Sabhat}
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Action taken

The question of tax liability on Oxygen and the extent of asses-
see’s entitlement to the exemption, has since been decided, by the
Collector in an order-in-appeal. Out of a total quantity of 14,006,
23232 cubic metres, a quantity of 1,866,977 cubic metres of oxygen
for the period 24-4-62 to 31-12-62 has been ordered to be deducted
from the demand raised and confirmed by the Assistant Collector.

The observations of the Committee have been noted and
brought to the notice of all concerned for guidance. A copy of
Instructions issued vide letter F. No. 11/4/70-CX.7 dated 26th Octe-
ber, 1870 is enclosed. (Appendix XVIII).

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
11/4/70-CX.7, dated 28-1-1971).



CHAPTER 1l

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

Recommendation

The Committee find that exemptions have also been given in
favour of individual organisations or bodies. Government have
stated that such exemptions are given only “when circumstances of
an exceptional nature exist”. The Commitice find from the parti-
culars of these exemptions in 1967 (5 in all) that a State Electricity
Board was exempled from duty on refined diesel oil used as fuel
for generating electricity. The relief given for four months resuit-
ed in Government foregoing revenue to the tune of Rs. 145 lakhs
(approx.) The Committee would like to be apprised of the consi-
deration that weighed with Government in extending this concession
to only one of the many Electricity Boards in the country.

{S. No. 4 (Para 1.23) of Appendix VIl w the 111th Report (Fourth
Lok Sabha)].

Action taken

Exemptions from Excise Duty in favour of individual organisa.
tions or bodies are given when circumstances of an exceptional
natuse exist. The case cited by the Committee, which pertains to
the Rajasthan State Electricity Board, is of an exceptional nature.
Due to successive droughts, during the previous two years, the
power generation from the Gandhisagar Hydro-electr.c Power Sta-
tion in the Chambal River was seriously affected. It was repre.
sented that while the demand of Rajasthan was for about 20 lakhs
units & day, the power availability from all sources, including
Bhakra Project, was only about 8 lakh units per day. It was lfeared
that because of the low reservolr level already resched in the
Gandhisagar Dam, the power supply would have to be further re
duced With s view to meeting the emergent situation, the Rajas-
than Government had arranged to get a Gas Generator Set of 10 MW
from Mywore, but. they wete unable to run, it as the cost of high
speed diese! ol consumed in running the generating set worked out
to about 30 patse per unit. Since the situation was of an emergent

)
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nature, the Minister for Irrigation and Power sponsored the case
of the Rajasthan State Electricity Board to the then Deputy Prime
Minister and requested that some relief should be provided im-
mediately at least for a period of four months (from April to July
1967). It was expected that the rainfall during the monsoon perfod
would replenish the water reservoir and the Gandhisagar Power
Station would be in a position to  produce its normal output of
electricity. In view of the emergent situation and the strong case
made out for only a temporary period, the then Deputy Prime
Minister agreed to grant the relief from excise duly (to the extent
of 50 per cent) for a period of four months only.

[M/o. Finance (Deptt. of Revenue & Insurance) OM.
9/3/66—CX-3/CX-7 dt. 28-10.19703.

Recommendation

In their 72nd Report (Fourth Lok Sabha). the Committee had
dealt with the excise-arrears amounting to Bs. 3.14 crores on account
of glass wool fibre. The Committee were then informed that Gov-
ernment were considering the question of withdrawing the relevant
demands. in consultation with the C & A G, The Committee re-
gret to observe that although a vear has elapsed. no decision has
vet been taken. The Committee desire that the matter should be
settled speedily.

[S. No. 27 (Para 1.89) of Appendix V13 to 111th Report (Fourth Lok
Sabha)].

Action taken

The Central Excise Bill has since been imtroduced in the Lok

. Sabha on 4-8-68 and the Government are awaiting the outeome of

the Select Committec’s deliberations on this Bill. after which, it

may be possible to take some concrete action regarding the arrears
of Excise dutv on glass wonl/fibre.

{M/n Finance (Deptt of Revenue & Insurance) OM
13/28770/CX-T dt. 25-11-1870).

Recommendations

As regard the fourth case, the Committee note that the opinion
of the Ministry of Law iv that the firm which was in  existence
on 9th November 1963 ceased to exist as such with the death of one
of the partner of the firm. The Committee would like to be inform.
ed about the action Government propose to take in regard to slah
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concession amounting to Rs. 183 lakhs extended to the firm which
has become insdmissible in the light of the legal opinion.

{S. No. 38 (Para 1.135) of Appendix VII of 111th Report (Fourth
Lok Sabba)].

Action taken

No action to rectify the short levy has been found to be possible,
8 according to the advice of Ministry of Law, such demands would

be attracted by the time-bar provision of Rule 10 of the Central
Excise Rules, 1044. -

[M/o. Finance (Deptt. of Revenue & Insurance) OM.
12/970~CX-7 dt. 21-8-1970}.

Recommendation

The Committee consider it regrettable that over a period of 8
vears from 1957 to 1965, the Department should have continued to
raise supplementary demands on curers of tobacco, without ascer-
taining whether the goods which constituted the prime security
for the duty were actually in the possession of cuters or not. The
demands which aggregated Rs. 1822 lakhs were ultimately with-
drawn as o result of & legal opinion that in the absence of any
proo{ that the goods were in the possession of assessee at the time
of preferring the claims, the claims would not be sustainable,

{Sr. No. 48 (Pars 1.170) of Appendix VII to 1l1th Report
{Fourth Lok Sabha}].

Action iaken

1t is true that the supplementary demands on curers of tobacco
in respect of unpaid DD 1 were raised dunng the period 1956 to
1985 in order o {ulflll the requirement of rule 9A of the Central
Exsise Rules, 198, a3 it existed and was interpreted at the time.
The existence of the tobacco with each and every curer, however,
could not be verifled with the manpower available at the time,
nor was it considered by the fleld officers necessary to do so before
isuing supplementary desmands under rule SA. On receipt ¢l the
carteet legal interpretation of rule 9A from the Ministry of Law,
the demands had W be withdrawn.

[Mio. Pinance (Deptt. of Revenue & Insurance) OM.
D/IMCXT dated 28-10-1970)

UN L83
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" Recommendations
{ these claimy

It has been stated by Government that most o
related to petty growers in sparse growing aress, where it wou[?
not have been feasible for the Excise Department to have exercis-
ed checks except at huge cost L0 the exchequer. 1 so, the Com-

) core raised at all. It
1100 fail to understand why the demands were rai
e comprehension 85 to  why the

1 bevond the Committee's /
s r of cases a year after the original

demands were raised in @ numbe
demands were raised when it should have been apparent to the

Deptt. that the stocks of the commodity which was perishable
would not have been available with the curers.

The Committee pget the ‘mpression that hardly any checks
were exercised by the officers concerned. The  supplemratal
demands arose, because under the law as it stood, the Hability of
the curers far duty was to be fixed with referonce $n the date en
which duty was actually patd. Every successive increase n duty,
therefore, raised the curers' liability for so long as the duty engi-
nally demanded remained ungaid.  The fact that the goods did nt
exist when supplementary demands were raised would  ind.cate
that the curers removed the tohacco, without paying even the daty
that was originally demanded, Removal of goods without pav
ment of duty is 2 punishable offence under the Central Excise and
Salt Act. 1t is not clear how the Department allowed this W tuke
place in such a large number of cases without haviny recourse to
a court of law.

[Sr. Nos. 4748 (Para Nos. 1171 and 1.172) of Appendix VI to
Hith Report (Fourth Lok Sabhi}].

Action taken

Under the Scheme of Central Excise control applieable to
tobaceo in normal growing arears, the initial demand for duty is
made when the curer wants to clear the tobaceo on payment of
duty. After the duty assessment is made on due checking of the
stock, the curer has 10 days time to pay the duty which is sl
normally extended by another 10 days. During this period, how.
ever, there is no continuous physicsi supervision over the tobacco
which is left with the curers. It is, therefore, possible for the
curers o dispose of the tohacco without ectuslly paying the duty
assessed on him. In view of the wide ates under the charge of an
officer, it is neither practicable nor economical for the officer to
exerc.se continued supervision over the numerous curers, to ensure
that the tobacco is riof disposed of before peyment of duty. Under
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these circumstances, 8 number of small curers managed to dispose
of thelr steps without first paying duty. Alresdy, Government
have taken steps o streamline the procedure by declaring certain
aress &g SpaTIe-growing areas, so that a large number of petty
curers are exempled from payment of duty and only certain cate-
gories of curers having tobacco in excess of duty free l.iml?q ar'e
required to pay duty. Preventive measures have also been intensi-
fied 9o that grester penal mensures are taken against persons
transporting tobacco without payment of duty. There already
exists also the procedure under which certificate action s taken
by Central Excise Officers against the defaulting curers, sn that
State Reveoue Autborities can realise the unpaid Central Excise
duty as arresrs of land revenue.  Governipent have re-issued ins-
tructions for pursuing these measures with greater vigour and have
also sought {rom the State Governments the:r most active coopera-
ton in realising these arrears. The Government feel that in view
of the steps that have since been taken and the penal provisions
that are already available, it may not be quite realistic to initiate
prosccution against the large number of twbacco growers-curees .o
a court of law, specfally as the expenses for litigation and travel-
ling expenses of officers supervising these court cases, would be

quite disproportionate to the amuunt required to be realis d.
[Mo Finance (Deptt, of Revenue and Insuranee) OM. 11770
cx-7 dated 28-10-70],

Recommendation

Physical ver.fieation of stocks  with curers is a parl +f ke
Department's control system.  The fact that in a number o coses.
goods were removed without payment of duty would mdicate that
there was lax.ty in supervision and control in this respect.

The Committee would like Government 1o investigate thorough-
ly the citcumstances that led to the w.thdrawal of these demands
and to fix responsibility for the laxity in supervision which made
it possible for the curers to remove the tobacco without payrent
of duty.

{S. Now -5 (Paragraphs 1173 to 1174 of Appendix VI to
the 111th Report (Fourth Lok Sabha)).
Actien takon

The accumulation of arrears and supplementary demands thus
came about due 1o the pattern of excise control in vogue, which did
bot provide for continuous physical control or supervision over
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tobacco growing and curing, It will, therefore, not be possible to fx
the responsibility on individual officers in a situation like this. The
Government, therefore, feel that since adequate further measures
have been taken to remove weaknesses in the system, it may not be
necessary to again undertake an enquiry for fixation of responsibi-

lity.

[M]o Finance (Deptt. of Revenue and Insurance) OM.
No. 11{7]70-cx-7 dated 28-10-170].

Recommendation

The Committee regret that packing and wrapping paper used for
packing newsprint were assessed to duty on a concessional or nil
rate basis, though this was incorrect in terms of the Board's orders
on the subject. The resultant loss of revenue to Government was
Rs. 7.01 lakhs. The Committee would like Government to investi-
gate the circumstances under which the wrong assessments occurred
and to fix responsibility therefor.

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

Action taken

The observations of the Committee have been nuted. Since pack-
ing and wrapping paper used for packing newsprint were assessed to
duty on a concessional or nil basis through a bonafide mis-interpre-
tation of the Board's orders on the subject, by all the Centra] Excise
Officers in the field, Government fee! that, at this late stage, it may
be difficult to fix responsibility therefor. The Government, however,
would ensure that the orders in future be in explicit terms so that
they leave no grounds for mis-interpreting the same,

[Mio. Finance (Deptt. of Revenue and Insurance) OM.
No. 11j47:70-cx-7 dated 30-10-1970].

Recommendation

It was stated before the Committee by the repr
C'entr"al B?ard of Excise and Customs tha{ Gover:m?:: :Sr\;e“?lfl-:gf
vised” to issue orders which precluded assessment of wrapping and
packing paper on the same basis as the newsprint wrapped in such
paper, as the principle followed by Government in such cases is to
'charge containers the same rate of duty as the contents. 1f this s



w4 "“’)l,
%0, the Committee are not nbfe to understand why the Board's ins-
tructions on the subject have so far been allowed to stand.

Sr. No. 62 (Para 1.233) of Appendix VII o 111th Report
for 0.2 (Fourth Lok Sabha)}.

Actlon taken

Governmept, are of the view that {n & commodity ke paper
whee it difficult % moertain the weight of the core and the outer
wrspping {pom the DI Wrspped applying diSapent tabes of duty
1o the WiappAg.Pepes and: the peper coplained o it will lead 00
adminjetpative difigitios-gnd tharelose the right thing. would be to
charge the same rate of dusy on beth,tbe wrapper sad the thing
wragped. However, 23 legal doubts raised fo this practice
betng {ollowéd, it ws dics  the same reaas the

instryetichs issued i Jime 1987 to

The Commitiee note thal, in terme of - exemption notification
jasued in this case, an assemsee was entitied fo exemption. from duty
on 80 much of woollen cloth produced as was attrdutable o four
powerlooms in all. Due, howsver, to failuze to apply the notifics-
tion correctly, the assessing officer gave examption to an =%
who owned two units on the production of eight powerlooms at the
rate of four for each production Unit This resulted in an under-
amemment of Re 882 The ertor came to notice in December,
5 (Oct'S sccording to Audtt), The Department, however, took
four months to raise the demand, with the result that ultimately,
only s small amount of Ra. 4,701/~ could be recovered The Com-
mittee would like Government to investigste why prompt action was
not taken,

(S. No. 0 (Paragraph 1.281) of Appendix VI to the 111t
Report (Fourth Lok Sabha)].

* .
3



o

The case has been investigated. The resmlt of the ivestigetion
reveal:

-(a) that the error in this case (noticed in the course of inter-

nal gudit in October, 1059) was pointed out to the Divi-
sional Assistant Collegler. on 3123,

(b) keeping in view the principles of natural justice it was
fioumbént on the Assistnt Céllector to issue & show
*'tatipe totice to the party and to awalt its reply. The show
' citde notioe was lsined by the Asistant Collestor on
G440 uid @ egly of the party was teceived en 2340
Copiee of certain’ docusenty referred to by the purty in
: mm.mmmmm :
(c)theeuewuﬁmlly ndjndhhdbythe Mm:Col-
‘lnhronlw.md.wﬂh!nl\mko!tw.umm
_5thedmndwmedmthem The time achedule
furgished above would indicste that the adjudication peo-
ceedings were completed within throe months, and, the
demand was served oo the party within & week of the
Wdldiudmlwnm

wmoi the PAC on the delay aipect; have, however,
hmught to the notice of the Collestor ‘eonverned ‘for future

—’ 1' hi
1 Mo- mm (DeptL o Revenue and Insuranee) OM.
7 No. 11{17,70-cx-7 dated 16-3-1870}.

nnnm.huM i

The Committee note that, as against a demand of Rs. 2.94 lakhs
rMbytheD!pﬁhﬂmtf@rﬁxepeﬂodlSﬁxJuly,lmwmh
mmwamvamummmwmm
ment from refund claimi ‘of the party. The recovery of the belance
ummummmmwawﬁzmm&mmm
The Comitittee wouild Hke to be apprised of the outeome of these
proceedings.

[Sr No. 80 (Para 1208) of Appendix VIl o 1iith
Report (Fourth Lok Sabha)].
Acﬂwhhn

Thelatatposihonolihewrit flled in the High Court is as
under:—

(&) The Hon'ble High Court, by an order dated 8-10.89,

. directed the party, B/s. Khemehand Rejkumar o furnish



security for Rs. 1100 lakhs within three weeks, fafling
which the High Court further directed, the interim injunc-
tion would stand vacated

(b) Against that ordef’ the bkt Hled an appesl before the
Appesl the High Coyrt and sleo made an appli-
m!bt‘ﬂaypxmﬁ&:: ol fhe said ender dated 0-1040.

(c)mmmm 184 ijgBeation for stay wes heard
on 125-T0 when the appeal Court upheld the order of the
qourt helow, and diveeted thiy pusty b Sirhish the secu-
mumxwﬁmmmumm The party
hae mot furpished the =% "5 yot.’ Thse party'tuy not
mummwwmw been
Mhuﬁmﬂnm

: Wc‘.‘ At )
mmuumuhcwmmmmummm
mands for Rs. 854 lakhs ic - —“~““#he differentia! payable for
thepeﬂodwrchlmtomh.lulv.lwmmtnbd

(8. No. 81 mmgph 1200) of Apgpendis VT to M’ixw;,

W“
nit ¥

No demand in of the cleaspnges rior © 18765 was psued
ummﬁm tmunmnmizmono!m
However, the Assistant Comctor initiated adjudication proceedings
on 6-10-65 and issued a show-anim Dk the party on 27-1185
asking them to show cause why differential duty between the tarif!
rate of By 31/~ per metric tonne and the duty alresdy oaid should
not be secovered from them as they had clested.the goods without
fulfilling the conditiops of Notification No. 73/#% The case was ad-
judicated on 6-0-88 and, under the adjudication. order, diffevential
mymmw.mmmmmwmﬁum
ded.

[M/o. Finsnce (Deptt. of Revenve & Insurance) OM
No. 1/42/10-¢x-7 dated 1151971}



( CHAPTER IV

RECOMMERDATIONS/OBSRRVATIONS REPLIES TQ, WHICH
HAYE ROTBEEN ACCEPTED BY THE COMMITTEE AND
WHICH REQIHRR REITERATION

PR B S B A

(i) Tariff scheduies should be left to s franted by Parliament
and the tendeney to aub-divide the terift through sofificatibns should
be arjested, Partamentary etmtrol iw thls A8 is vitsl, as .t pro-
vides' ap ppoDtunity. fer-diffetent shades 6f vepusisitative opinton
to influence taxationpropesis The power'givén to te executive

to modify the effect of th i f should be regniated by
m&mmﬂ wﬁf %mnif%{h, be written Into tj{w
Cestidd! B463i8 ‘Bl how before Parliament.

snbasinmie vt
[5v. No. 6 (i) (Para 125 (0) ) of Appendix VII to 111th Report
.m0 (Fourth Lok Sethe)).

Actios ehan

Wk B

The obeervations/recommendations made by the Compittee have
bén et Boksincd, ihéy rie’ policy qupstions of far resehing
implications, these are being examined by thé Government in greater
detail and as soon as a decisign js aprived at, it will be duly commu-

nicated to the Committee.
(Mo Phdunce (Depirtineit of Revenue & Inutance) OM. No,
1/8/20-cx-2/cx-7 dated 30-10-1870].

Purther inforntation

(a) Most of the notifications, which are issued and which sub.
divide the tariff, ate' those which are fssued at the time of making
Budget proposals. All these ate discussed when the Finance Bill
comes up for considerstion of the House. However, at the time
of proeessing of Bulget proposals all the information is not readily
available, and, therefore, it becomes necessary to grant relief to
some sector of the industry through a notification. In the circum-
stances 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 tarfl.

66
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(b) The Qovexnment feel that it is not possibde to writé down,
in specific térms, wel] deﬂuod criteria, in the Central Excise Bill, on
the bhasis of Which exemption notifcations should be issued. How-
ever, an at(empt would be made to work out some broad categories

which would provide neeessary guidelines for consideration of cases
for granting exemption from duty

[M/o Fintnce (bepnttment of Reveie & Insurance) OM. No.
29/7/Ti-cx-T dated 3-5-1971).

Recommendations

T AN exempHons javolving 8 cent per cent reliel from duty should
require prior Parffamentary approval. A suitable procedure will
have of course to be worked out to cover exigencles which may erise
when Parliament is not in session.

Exemptions in favour of individual parties, organisations, etc..
whether by notification or by spectal orders, should be avnided, and
when absolutely necessary, should be reported to Parliament and 2
motion moved by the Executive within a specified time for their
consideration, falling which they should lapse,

[Sr. Nos. 6(iv) and (v) (Para 125 (iv) (v) ) of Appendix V1I to
111th Report (Fourth Lok Sabha)),

Actien taken

The observations/recommendations made by the Committee have
been noted. But since, they raise policy questions of far reaching
implications, these are being examined by the Government in greater

detail and as sogn as & decision is arrived at, it will be duly commu-
nicated fo the Committee,

[M/o Finence (Department of Revenue & Insurance) OM. No.
1/8/70-cx-2lcx-7 dt. 30.10.70),

After very careful consideration, the Government have come to
¢he conclusion that it is not feasible to accept these recommenda-
Gons. Apart from the fact that in the cases where full exemption
from duty is granted (either by notification or a special order) there
is greater justification and urgency in doing so then 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,
1862, 1s 8o large that it would not be possible to either await the
Parliament's approval before issuing them, or, to move a motion snd
get it discussed within a specified time. Already, all the notifica-
tions which are issued by the Executive, are placed before the Par-
lisment and it wil] also be possible to place the Special Executive
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Orders in favour of individual perties or organisations jssued under
Rule 8(2) of the Central Excise Rules or Section 25(2) of the Cus-
toms Act, 1062, before the Parliament. This procedure should, the
Government feel, meet the point made by the Committee,

The recommendation of the Committee will slso necepsitate an
amendment of the Customs and Central Excise Laws. The new
Central Excise Bill is to be re-introduced in the new Lok Sabha and,
if considered necessary, the specific recommendation could be exs-
mined by the Select Commitiee to be appolnted for the considera.
tion of that Bill.

(M/o Finance (Department of Revenue & [Insurance) OM. No.
. (Fourth Lok Sabha)]



CHAPTER V

RECOMMENDATIONS/OBSERVATIONS IN RESPECT OF
WHICH GOVERNMENT HAVE FURNISHED INTERIM
REPLIES, '

Recommendations
Some of the points to which the Committee would like Govern.
mmuogmmticnhnmmmmﬂqﬁwm—

(1) The Central Excipe Law as it stands now does not throw
on the mapuiacturer the onus of proving that there has
been no tax evasion. This was understandable a5 long os
the Department were exercising physice! checks oz mave-
ment of goods, but now that these have been dispensed
with, the. Cemmittee would like Gavernment o consider
the feasthi > of introducing & suifable prowsion o the

- lines of Section 133 of the Sustoms Act, 1082 in the Cent-
ral Exciess Bill pending befere Porliswent.

() Under the existing Central Excise Law, an aseeisee is
required {0 produce on demind t5 the oficers of the
Central Excise Department and Audit parties accounts
and records maintained by him pursuant to the Aet or
Rules made thereunder. The Committee observe that in
the Central Excises Bill pending before Parliament, while
& provision for inspection of sccounts by the Ceatral Ex-
clse officers has betri miade "&rehnopmvi:ioniorms-
pection of accounts by Audit parties. Government have
promised to make s suitable provision in the Ruley fo be
made under the new Bill when passed The Committee
would feel happler {f a provision to the sbove effect is

made in the Bill steel!.
{5 No. 12 (i) and (u) (Pwragraph L35 (i) & (i) of 111th Report
(Fourth Lok Sabha)].
Action taken

The above suggestions are undet sxamination in consultation
with the Mintstry of Law.

[M/o. Finance (Deptt of Revenue & Insurance) OM.
No. 12/M/T<x.", dated 78-10-1970).

&
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Recommendations

The Committee notice that at ptl‘es'ézn& the Department employs
what has been roughly estimated as 2§ per cent of primary excise
staff on tobscco work. Considering that out of the total exeise
revenue of over Rs. 1,100 crores, fabacco excise (manufactured)
and unmanufactured tobscco put together) accounts for about
Rs. 200 crores, the staff employed of this work would appear to be
dispropoctionately high. Nearly 84 per cent of the duty on
unmanufactured tobaccg is collected at the Wmhaum. This would.
indicate that by a judicious rationalisation of checks on growers
and eurérs and intensifieation of the cheeks at the revenue yielding
polnts, 'ft might be postible to bring about'a reduction in the staft
deplayed for the work. The Committee would Hke the matter to
be taken up for » detailed study by Government.

Por the foregoing resson, the Committee foel that it Is time that
Government mede an expert smemment of the todaeco tariff with
a view to seeking how best 1t could be rationalised and the burden
of duty on the various varieties made to correspalid fo their value.
The Committee suggest thai this matter should be examined by »
small expert Committes, which should also go inte the question of
economising on the stafl employed for tobscco excise work.

[S. Nos. 2 and 22 (Paragrephs 178 and 178) of the 11ith Report
(Fourth Lok Sebha)}.

Action taken
The recammendations regarding the sppointment of an expert
Committee which should go into the issues raised by the Committee

is under sctive considerstion of the Government and its final decision
will be communicated as soon as it is arrived at.

[M/o Finance (Department of Revenue & Insurance) OM. No.
12/38/70-¢x-7, dated 18-11-1970).

Recommendations

In the opinion of the Committee, the procedure adopted by Gov-
ernment was irreguler. Apart {rom the fact that it resulted in a
loss of revenue to the exchequer, through grant of concessional rates
nf duty, it was also discriminatory, as the devistion orders covered
aloth produced by particular mills. The Committee had ssked for
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full particulars of deviation orders issued in favour of various
parties which regrettably have not been furnished by Government.

The Committee would like all these particulars to be coliected
and an independent investigation to be made to delermine:

(1) Whether there were objective and impartial criteria for
issue of the ‘deviation orders’

(1i) Whether, in fact, these criteria were followed while
issuing deviation orders,

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

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

The Committee would like this investigation to be completed
within six months and the results to be intimated to them.

There is one other point which the Committee wish to mention.
The deviation orders were originally held ty be beyond the compe.
tence of the Textile Commissioner by a Branch Secretariat of the
Ministry of Law. When the matter was referred for 2 second
oprion, the Ministey of Law held that the Textile Commissioner was
competont {6 permit deviations and that there was “only 3 defect in
form”. Since the defective form has vitated the orders, the conces-
son in rates of duts extended on the strength of those arders now
lacks legal authortty  The Commitiee note that Government have
issued ‘errata’ o regulanse the position, but the Committee are doubt-
ful whether it s in order, by this means. retrospectively to regularise
2 tax concession  The Committve would like authoritative legal opi-
nion on this pont to be taken by Government,

[S. No. 2-36, (Para 199-1i00) of Chapter VIl of the {11th Report
{(Fourth Lok Sabha)).

Action taken

The Ministry of Foreign Trade and Supply (which is the concern-
o4 Minhitry) has been requested to furnish the required information
direct to the Public Accounts Committee.

{M/o Finance (Deptt. of Revenue & Insurance OM.
No 111770CX-1, dt. 249701,
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Further Information

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

' ' ¢

A comprehensive investigation of all cases covered by devia-

A

=

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

investigation committee consisting of SyShri K. 8.
Bhatnagar and K. S. Raghupati, Joint Secretaries in this
Ministry was appointed on 7th September, 1870 to go into
the nature and effect of the ‘deviation orders’ etc. and 1o
submit its report within 15 days. But, unfortunately,
Shri K. S. Raghupati has been extremely busy all this
time. He had even to go abroad once on official duty
during this pericd. Now also he is extremely busy with
the Indo-Nepal trade talks In the circumstances, it has
now been decided to entrust this work to Shri V. Venkate-
san, Juint Secretarv. The Committee is being asked to
submit their report within 15 dave. As sonn as the Com-
mittee's report is received a draft ‘action taken' note will
be prepared and sent to Audit for vetting At that time
advance coples of the draft ‘action taken' nefe will be
sent to the Lok Sabha Secretariat as desired,
authoritative legal opinion in regard to the validity of
‘deviation orders’ even after wsue of ‘errals’ Ly remove
‘defect in form’ had been obtiined from the Ministry of
Law and draft ‘action taken' pote was sent o Audit for
vetting. The Audit Department have expressed the view
that the authoritative legal opinion should be oblained
either frem the Attorney General or Solicitor  Genera)
of India. The matter has been referred to the Ministry
of Law for further action.

As already explained in this Ministry's OM. of even number

dated 7th November, 1970 the relevant file has been sent
to the Ministry of Law on 4th November, 1970 requesting
them to obtain the gpinion of the Attorney General or
the Solicitor General. As soon as their opinion is receiv-
ed, a revised draft ‘action taken’ note shall be prepared
and sent to Audit for vetting. Simultaneously advance

copies of the draft ‘action taken’ note shall be sent to the
Lok Sabha Secretariat.

(Letters dt. §-170-Tev. A dt. 8-11-70 and 10-11.70 from M/

Foreign Trade],
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Recommendation

The Committee also note that the assessee in this case got duty
roncessions amounting to Rs, 1.38 lakhs on the strength of deviation
orders issued by the Textile Commissioner to cover sarees which
were not of the width' preseribed for “controiled cloth”. In an
earlier section of this Report, the Committee have suggested a com-
prehensive investigation of all cases covered by deviation orders.
The Committee have also pointed out that in the light of the legal
opinion that deviation orders were vitlated by “a defect in form",
concessiona] assessments on the strength of these orders will lack
legal validity. The Committee would bike to be informed of the
action proposed to be taken by Government in the light of this posi-
tion to validate the concessional assessments in this cage.

[Sr. No. 32 (Para 1.105) of Appendix VII to 111th Repart
{Fourth Lok Sabha)).

Action taken

The Ministry of Foreign Trade and Supply huve been requested
b turnish the required information after obtaming the legal cpinion
hireet to the Public Acenunts Committen

[(M/o Firance iDeptt of Revenue & Irsurance OM.
No. 120X, dt 24970

Further Information

A comprehensive investigation of ail cases covered by devaation
arders v being conducted by two sentar afficers ¢f the Mimstry of
Foregn Trade. The result of the investigativa will be communi-
tated to the PAC. a5 so0n a5 posuble

As regards the opinion expressed by the PAC that the ‘defect
In form’ of the devistion orders vitisted the sud orders, the Mimis.
try of Law has been consulted and their authoritative legal opinion
obtained in the matter, which 15 given below:w

“The opinlon expremed by the PAC that the defect in form
of the devistion orders ‘vitiated' the said orders, doey not
appear to be corvect in view of the firm advice given by
this Ministry that the said deviation orders were legal and
valid and were within the competence of the Textile Com-
misoner. The circumstance that this Ministry expres-
sed the further view that the said deviation orders were
defective 1n form did not mean that the deviation orders
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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 were themselvey legal
and there was no question of giving those concessions in
excise duty with retrospective effect. The errata subse-
quently issued by the Textile Commissioner were only
meant o remove the defect in form. There was no ques-
tion of the errata removing any defect in substance of
the deviation orders. Hence it is not correct to say that
the errata purported to give concessions in excise duty
with retrospective effect.

Sd/- L. J. MANJREKAR,
JS & LA 49-10
1 agree.

Sd/- Jagannath Rao
5-9-70

In view of the legal opinion expressed by the Ministry of Low,
no action to validate the concessional assessments in this case
appears to be necessary.

1C. S RAMACHANDRAN)
Additimal Secretary

{M/o Foreign Trade ON. No. 9/1,70-Tex-A, dt. [0:11.70]

Recommendation

The Committee cannat belp expressing unbapness over the
manner in which Govt. acted in these rases. An express condition
for the grant of slab concession under the Exemption Notification
issued in March 1964 was that the assessee should have owned
factory which was in production on the crucial date, ic. fth Novem-
ber, 1983. In none of the five cases, mentioned in the sudit para-
graph, was this condition satisfied. Yot the slab concegsion under
the Notification was allowed in all the cases amounting to Rs. 1242
lakhs, While concession to the first assessee was given by the col-
lectorate, the concession in the mcond angd ffth cases was given by
the Board in appeal acting m 2 quas-judicia! capacity.

Government have admitted that in the first cuse. decided by the
collectorate, the concession was inodmissible and that disciplinary
proceedings are being initisted. The Committee would Jike to be
apprised of the action taken fn this respect

[S1. No. 35 (Paragraph 1132} of Appendix VIl to the 11ith Report
(Fourth Lok Sabha)).
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Action taken

The Collector of Central Excise, Kanpur had been requested to
initiate disciplinary proceedings sgainst the officers concerned, A
detailed report submitted by him indicates that the main person
responsible for the issue leading to the irregular concession was
Shri Satgur Dass, Deputy Superintendent, Central Excise, who is
no more alive. However, the explanation of the supervisory officers

is being called on receipt of which action, if necessary, would be
taken against them,

Instrections, have also been issued to the Collectors that all
officers in the fleld should be warned that in cases Jike these, where
concessional rates of duty are prescribed, full care should be taken
to ensure that the provisions of the said notifications are scrupul-
ously observed.

[M/o Finance {Deptt. of Revenue & Insurance OM.
No. 11/12/10-CX7, dt. 24-9-1970).

Recommendations

As reqards the other two cases (second and Afth cases), the Com.
miltee observe that the Board while acling in a quasi judicial capa-
city wera influenced by a policy decision taken by Government in
an execulive capacity. The policy decision was to the effect that a
unit should be deemed 1o have qualified for the concession even if
it had not commenced production on the crucial date provided firm
commitments had been made by it on that date for the purchase of
machinery.  This represented 8 major  departure  from the condi-
tions set forth in the onginal notification regarding grant of con-
cession.  Quite apart from the fact that 1t was in principle wrong
to have aflowed this benefit with retrospective effect m only cases
which came to the notice of the Board, 1t was also not appropriate
for the Board. while acting in a4 guast-udicial  capacity ' have
taken cognisance of an executive decision which had strietly no
besring on these cases [t was in extenuation urged by the Finance
Serretary in svidence that such errors are likely to be made by an
ficial neling tn two capac:ties—administrative as well as appellate,
This, & the opinton of the Committer underscores the need for
keeping the judicial and exceutive wings of the Excise Department
separale. In an earher Report also, the Committee have emphasised
this aspect vide paragraph 128 of 36th Report (Fourth Lok Sabha).
The Committoe note that Government have taken a step in this
direction by making a provision in the Central Excise Bill for the
crention of posts of appellate Collectors. “The contemplated arrange-
et does net cover appeals to be decided at levels higher than that
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of Collectors, The Committes desire that Government should con-
sider the question setting up an Appellate Tribunal on the Customs
and Central Excise side on the lines of Income-Tex Appellate Tribu-
nels. THl this is done, it should be ensured that the Board, while
acting as an appellate body, does not allow its judgement to be
trammelled by policy decisions tsken by it in an executive

capacity.”
[S. No. 36 (Para No. 1.133) of Appendix VII to the 111th Report
(Fourth Lok Sabha)].

Action taken

As the Public Accounts Committee is aware, provision has already
been made in the Central Excise Bill, 1969, which is now before the
Select Committee, for separation of executive and appellate func-
tions in the field levels by creation of posts of Appellate Collectars
who wil' hear appeals against orders passed by officers upte Deputy
Collectors’ level. As the Select Committee on the Central Excise
Bill has also received suggestions from various quarters for making
provisions for a Appellate Tribunal in the Bills. the final decision
wil] be taken after the deliberations of the Select Committee are
available to Government. Meanwhile, the recommendations of the
Committee have been noted.

The Committee's observations that the Board., while acting as
an appellate body, should not allow its judgement to be trammelled
by policy decisions taken by it in an cxecutive capacity, have heen
noted. Everv care is already being taken o ensure the ahjective
the Committee has in view.

[M/o Finance (Deptt of Revenue & Insurance OM
No 22723/60-CX-2/CX.7, dt 24.8.1970).

Recommendation

In the presant case the Committee would bike to seek the opinion
of the Attorney General wi the validity of the exemplion nolifica-
tion issued by Government from time 1 time «ince 1963 The matter
is of substant.al importance as 1t allects the legal validity of duty
concessions which amounted 1o as much as Rs 224 crores

[Sr. No. 43 (Para 1151) of Appendix V11 to 11th Report
{Fourth Lok Sabha)].

Action tsken

'r'hg question has been referred 1o the Ministry of Law for
obtaining the Attorney General's npinion on the question of validity
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of the exemption nofifications issued by Government from time to
time since 1963 The Committrs will be informed of the podtim s
soon #s the Attorney General's opinion is received.

[M/o Finance (Deptt. of Revenue & Insurance Q.M.
No. 12/3;/0-C/X-1 (PF), dt. 7-10-70}

Recommendations

In the opinion of the Committee, this case raises a very funda-
mental question, namely at what stage Central Excise duty is levi-
able on a commodity like glycerine. The representatives of the Cen-
tral Board of Excise and Customs stated that, though crude glveerine
is a marketable commodity, it will not attract duty as such, if it was
used for refining and production of excissble products like pure
glycerine. Under Section J of the Central Excise Act, 1944, lia-
bility for excise duty, however, arises as soom as a product is manu-
factured and becomes identifiable under the relevant taniff descrip-
tion. The relevant tarifl item 14C in this case simply reads “gly-
cerine” and does not differentiate between the various categories of
glveerine,

The Commiltee note that assurance of the Finance Secretary that
lrgal opinion will  be taken on this question and desire that the
matter should be referred to the Ministry of Law immediately and
eorrective aetion as necessary, taken in the light of the apimon,

{S1. No. 57.38 (Para Nos 12161 217y of Appendix VIE to 111tk Report
{Fourth Lok Sabhall

Action taken

The matter i under vxamimation in consultation with the Minis-
try of Law to whom 3 self-contained note has been sent for advice.
The Ministry d Law have however desired that the issues raised
m the meeling may be discussed juntly with the representatives of
the C. & AG. as well as the Central Board of Excise and Customs
Steps gre being taken (o expedite the matter,

(dinistry of Finance (Deptt of Revenue and Insurance) OM No.
12 1 50.CX<5. dated 19-10-1970)
Recommendations

The Committee would like to ympress vn Government the need
i exercise grester care in drafung nolifications so that they do Dol
‘ave Joopholes which would adversely affect the financial interests
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of Governmant. “The Committee also desire that the Board should
review the existing arrangements for drafting of notifications. The
work in this regard should be entrusted to officers with a legal back-
ground and a thorough understanding of the Central Excise Law,

[Sl. No. 67 (Para 1.246) of Appendix VII to 111th Report (Fourth
Lok Sabha)].

Action taken

At present, the Central Board of Excise and Customs is staffed
in the Technical Sections at the level of Under Secretaries and above
by officers of the Customs and Central Excise Service who have
experience of administering Customs and Central Excise Laws in
the field. After a decision is taken for granting an exemption, the
whole file containing the notings, summary etc., which inler alis set
out the intentions of the Government, is sent to the Ministry of Law
along with a tentative draft of the proposed notification. However,
the question as to how best the existing svstem can be improved in
the light of the observations made by the Public Accounts Commit-
tee is being examined in consultation with the Ministry of Law and
the decisim when arrived at, will be communicated to the Com-
mittee.

{Ministry of Finance (Deptt. of Revenue and Insurance} O.M. No.
11/4 0-CX-7, dated 27-1-1971,

Recommendations

The Committee note that Government suffered a loss of Rs 289
lakhs in this case due to a failure fo classify the item properly which
resulted in an under-assessment of duty. The chemica] examiner
attached to the Department was asked to undertake an examination
of samples in order to determine the nature of the item but a com.
plete 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,

[Sl. No. #8 (Para 125) of Appendix VII to 111th Report (Fourth
Lok Sabhs)}

Action taken

The responsibility for the lapse could not be fixed ss the relevant
file seems tn have been lost due to frequent shifting of the office
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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, then the question will be
examined for fixing the responsibility on the officer concerned,

[Ministry of Finance (Deptt. of Revenue & Insurance) OM. No.
11/13/70-CX-7, dated 30-11.1970).

Recommendation

The Committee note that due to an omission to take into account
the weight of inside patch valves of Jute cloth, while arriving at
the contract weight of cement bags for purpose of assessment of
excise duty, Government lost revenue to the extent of Rs. 5085 in
one case. Also demands for Rs. 96,027 raised by the Department
on this account in another case are pending as the matter is sub-
judice before the Calcutta High Court. The Committee would like
lo await the decision of the High Court in the matter.

[Sl. No. 71 (Para 1.266) of Appendix VII to 111th Report (Fourth
Lok Sabha)).

Action taken

The case is still pending in the Calcutta Righ Court.

[Ministry of Finance (Deptt. of Revenue and Insurance) OM. No,
11/3/70-CX.7, dated 21-10-1970),

Recommendation

The Comumittee are unhappy over the lapses revealed in this
case. Under Rule 223A of the Central Excise Rules, stock-taking of
excisable goods 15 required to be conducted by the Department at
'east once in every year However, in the case of the factory in
question, no slock-taking was done for a period of nearly five years
(1062-88). Further, though datly stork sccounts ot the parts and
romplete refrigerstors maintained by tne manufacturer were being
thecked by the Central Excise officials, no efforts were made by
them to cotrelate the issues of spare parts with the production of
fnished refrigerators  This indicates that the scrutiny of the
weounts of the factory exercised by Departmental officials was per-
finctory. The Committee feel that the Depariment should take 2
wetious notice of such lapses.

'Sl N 81 (Pars 1333) of Appendix VII to 1lith Report (Fourth
Lok Sabha)).
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Acd({u taken

The ‘obsérvations of the Committee have been noted. In this
connectitn it may be stafed that explanations of the officers found
lax have been obtained and are being examined.

[Ministry of #inance (Deptt. of Revenue and Insurance) O.M. No.
11/41/70-CX-7, dated 23-10-1970}.

Recommendation

Ancther regretiable feature of the case is the fact that no effec-
tive interng] audit was conducted. During the period 1962 to June,
1967, the internal audit party sudited the accounts of the factory only
once in June, 1963. They did not point out either the omission to
conduct the annual stock-taking of parts or the discrepancies in the
accounts. The Committee trust that pursuance to the recommenda-
tions of the Committee in an carlier Report (Cf paragraph 1.32 of
95th Report [4th Lok Sabha]). Government will take necessary
steps to strengthen the Internal Audit Organisation not only in
terms of numbers but also in respect of quality of work by stream-
lining its functions and procedures.

[SL. No. 88 (Para 1.328) of Appendix VII to 111th Report (Fourth
Lok Sabha)].

Action taken

The observations of the Committee have been noted and are
wader examination.

Ministry of Finance (Deptt. of Revenue and Insurance) OM. No.
1/41/70-CX-17, dated 23-10.1970)

Recommendation

The Committee note that the demand for Rs. 153457 rafsed by
the Department has not yet been recovered as an appea! filed by the
sisesoee 15 pending with the Board. The Committee would Wke'to
te informed of the decision of the Board.

(81 No. 88 (Pare 1927) of Appendix VIl 0 111t Report (Fourth
Lok Sabha) ]
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Action taken

The Appeal is still pending. The party has requested for a per-
sonal hearinfg, The case will be decided shortly after hearing the

party.

[Ministry of Finance (Deptt. of Revenue and Insurance) O.M. No.
11141170-CX-7, dated 23-10-1970].

New Deunr; ERA SEZHIYAN,
2ind February, 1972, Chairman,
,Phulguna .3, 1893 fS), Public Accounts Commit!ee.
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APPENDIX 1
F. No. 11/28/70-CX-1
GoverRNMENT OF INDIA
MINISTRY OF FINANCE
(Department of Revenue & Insurance)

New Delhi, the 16th October, 1870.

The All Collectors of Central Excise,

(including Collectors of Customs and CE) and
Deputy Collectors of C.E, Amritsar/Jaipur/
Trichy/Chandigarh.

Sussect: —Arrears of Central Excise Revenue—

Sir,

Instructions regarding.

1 am directed to say that PAC while commenting on the Audit

Paragraph 43 regarding arreas of Union Excise Duties, have observ-

ed:—

“In successive Reports on Customs and Excise, the Committee

have been expressing concern over the heavy accurnule-
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 steps have not
been taken by the Board pursuant to the repeated exhor-
tations of this Committee to reduce arfears. The Com.
mittee 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 a vigorous drive to be
launched for the speedy clearance of these arrears.

82



In their 72nd Report (Fourth Lok Sabha), the Committee had
dealt with the excise arrears amounting to Re. 3.4 crores
on account of glass wool fibre. The Committee were then
informed thet Government were considering the question
of withdrawing the relevant demands, in consultation with
the Comptroller and Auditor-Genersl The Committee
regret to observe that although & vear had elapsed, no
decision had yet been taken. The Committee desire that
the matter should be settled speedily.”

1t is, therefore, 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 connecton

Yours faithfully,
Sd/-
(D. K. SARKAR),
Under Secretary to the Government of India.
Copy forwarded to:~
1. The Director of Inspection (C. & CE.) New Delhi.
2. The Directorate of Revenue Intelligence, New Delhi.
3. The Deputy Collector-incharge, S. & 1., New Delhi.



APPENDIX 1i
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 goods 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
@ Notification dated 13th June, 1962 under Rule 8(1) of the Central

84
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!.‘xc;se Rules, 1944 (hatemafter called, “the saud Rules"), the Govern-
ment exempted with effect from 24th Aprll 1962 two classes of “as-
bestos cement products falling under Htem 23C of the First Schedule”
to the said Act “from 50 much of the duty of éxcise leviable on such
products as is In excess of the duty specified in the corresponding
entry in Column 3", namely, Rs. 80| and Rs. 3750 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 o volume
or area or number or ad valorem etc. The expression “ad valorem”
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. 200i-,
this Rule empowers the Central Government to exempt the whole of
the duty of Rs. 200}- 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. 1do 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 Notifieation are not rates for the levy of duty but are only
the basis on which the exemption from duty has been calculat>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
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way that the rate prescribed undet the notification becomes a specific

rate while the excise tarift prescribes ad valorem rate of duty.”
Answer—No,

Question (2)—"Whether Notification No. 128/62 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.|-
(NIREN DE)
Dated, New Delhi, the Attorney General for India.
2rd February, 1970,



APPENDIX I

ANNEXURE 1
Copy
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(Cxraav Boaro oF Excise & Cusroms)
F. No. 22/53/69-CXI(A) New Delhi, the 25th July, 1969.
the 3rd Srauanajl-!i—QTSakI
From:
Shri A. S. Brar,
Secretary, Central Board of Excise & Customs..
To.
The Collector of Central Excise (All)
Sir,

Susyect:--Central Excise—S.R.P., Seizures and offences—critical
study under chapter VII-A, Central Excise Rules, 1944—
Submission of quarterly report.

1 am directed to say that while examining a file of an offence case
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 next 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
173G (1) punishable under rule 173K, vet 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./-
(A.S.BRAR)
Secretary, Central Board of Excise & Customs,
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APPENDIX IV
F. No. 11{38/70-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 4th August, 1970.

To
All Collectors of Central Excise (including Cochin{Goa).

The Deputy Collectors of Central Excise Amritsar|Jaipur|
Trichy!Chandigarh.

SussecT—Central Excise—Loss of Revenue due to 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, have observed: —

“The Committee note that during the vear under report Govt.
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 he 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 under 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-gnitio and timely detection of mistakes in classifi-
cation or assessment. The Committee would like to wateh
the effect of these measures through future Audit Reports®
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It is, therefore, requested that PAC's recommendations may be
brought to the notice of all concerned for strict compliance.

Yours faithfully,

sd./-
(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.
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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., Amritsar/Jaipur/
Trichy/Chandigarh.

Sussect; —Arrears of Central Excise Revenue—Instructions regard-

Sir,

ing.

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

Paragraph 43 regarding arrears of Union Excise Duties, have
observed:—

“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 steps
have not heen 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 crores), of
which nearly 77 per cent were pending for more than cne
year. The Committee would like a vigours drive to be
Inunched for the speedy clearance of these arrears.
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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 woold fibre. The Committee were then
informed that Government were considering the question
of withdrawing the relevant demands, in consultation
with the Coroptrolier 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.”

1t is, therefore, requested that vigorous efforts may be made to
diquidate the arrears of Union Excise duties in accordance with the
instructions already issued from time to time in this connection.

Yours faithfully,

8d/-
{D. K. SARKAR)

Under Secretary to the Government of India.
{opy 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. & 1, New Delhi,

3138 LS~



APPENDIX V1
F. No. 12[3/70-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 5th Oct., 1970

NOTE FOR CIRCULATION

Sumgect: - -PAC's observations in their 111th Report (4th Lok Sabhay,
1969-70—Central Excise—Un-authorised concession in res-
pect of Tea Drier Oil.

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

“While the Committee recognise that grant of concessional
rates of duty to tea drier Oil might have been justified,
they feel that the procedures adopted by Government for
the grant of the concession were thoroughly faully. The
notification issued for this purpose granted exemplion to
drier oil, which fel} under Tariff Item No, 9. from so much
of the duty as was in excess of the dutv leviable under
Tariff ltem 10 which covered oil of another description
(furnace oil}. This clearly tentamounted tu circumvent-
ing the Tariff classification laid down by Parliament. The
Ministry of Law had also at one stage expressed doubt on
these lines which led to duty concessions amounting lo
Rs. 2.24 crores.

The Committee also observe that duty concessions amounting
to over Rs. 3.5 crores in respect of this oil were allowed
by the Department on the basis of Executive Instructions
issued in May, 1958 and November, 1962 This was irregu-
lar. Pursuant {o an earlier recommendation of the Cem-
mittec, the Attorney General has advised Government
that they are not empowered to give exemptions hy
Executive Insfructions. The Committee trust that Gov-
ernment will in future take care to ensure that exemp-
tions are given only by the due process of law.”

2. All Officers and Sections in the Central Excise Wing of the
Central Board of Excise & Customs are requested to make a note of
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.......



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 VIl
No. F. 12(42)-E (Coord) |70
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
DEPARTMENT OF EXPENDITURE

New Delhi, the 22nd October, 1970,
OFFICE MEMORANDUM

SusyecT:—Procedure for obtaining legal advice from—Public Ac-
counts Committee's observations regarding.

In their 111th Report (4th Lok Sabha), the Public Accounts Com-
mittee have commented on a case involving the procedure for ob-
taining legal advice from the Ministry of Law, where the following
unsatisfactory festures 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 counter 1o the
earlier opinion, was given at a lower level,

(i) The normal practice of giving Audit an opportunity to
present their views before a revised opinion is obtained
from the Ministry of Law in cases arising out of Audit
abjection 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
opinion, 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 ensure that,
where a second legal opinion is sought, it should specifi-
cally be sought from an official of a status higher than the
official who gave the first opinion. In respect of 1natters
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included 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 agsociated with any inter-Ministerial deliberation
that might take place in this connection,”

2. All administrative Ministries are requested to bear in mind the
above cbservations of the 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./-
(E. R. K. MENON)

Deputy Secretary to the Government of India.

To
All Ministries' Departments of the Government of India.
Copy olso forwarded to:—

1. The Comptroller and Auditor General of India.

2. Supreme Court,

3. Election Commission.

4, Lok Sabha Secretariat (P.A.C. Branch).

5. Accountant General Central Revenues, New Delhi.



APPENDIX VIII
F. No. 11!1670-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 15th June, 1970.
NOTE FOR CIRCULATION

Sussect; —Central Excise Notifications—Instructions regarding—

The Public Accounts Committee (1969-70) (4th Lok Sabha) in
their 111th Report have observed as followsi—

“1.158. The Committee observe that the exemption notification
of 1st March, 1969 gave partial exemption from duty to
only three specified typss 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 to 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 any legal authority therefor.
The amount of revenue foregone by Government during
the period was nearly Rs, 80 lakhs.

1.159. The Commitiee are of the view that extension of the
scope of any concession given under a notification calls for
issue of another notification. The purpose cannot be
achieved by issue of executive instructions as was done in
this case. The notification should also be issued promptly
as concessions can have only prospect effect and a henefit
extended cannot be retrospectively enforced even by a
notification. The Committee would like Government to
ensure strict compilance 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
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mhservations of the Public Accounts Committee and to ensure striet
compliance with these provisions. ..

Sd'-
(D. K. SARKAR)

Under Secretary to the Government of India,

To
All Officers and Sections in Central Excise Wing,



IMMEDIATE

APPENDIX IX
F. No. 15/7/60-CX. IV8
(GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 24th October, 19701,

From

Shri K. L. Mukherji,
Under Secretary.

To 1

All Collectors of Central Excise and All Deputy Collectors of
Central Excise.

N

Sussect:--Tobacco-B. 4 bonds—recommendation of P.A.C.—Revised
instructions—

Sir,

I am directed to invite attention to the recommendations of the
Public Accounts Committee in Paragraph 23(ii) [SL No. 51 App.
VII] of their Hundred and Eleventh Report (Fourth Lok Sabha) and.
to say that Government have accepted the recommendation. Accor-
dingly. in partial modification of the instructions contained in Paras
137(b) and 137B (i) (1) of the Tobacco Excise Manual, the follow-
ing direct 'ons are issued in regard to fixation 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 the 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.
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of each case determined by the authority competent to-
accept the bond.

() 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 io review the
existing bonds and, where necessary, to obtain fresh or additional-
bonds from the warehouse licencees immediately.

3. Receipt of this letler may please be acknowledged.
Yours faithfully,
Sd -
(K. L. MUKHERJY)

Under Secretary to the Government of India,



APPENDIX X
F. No. 18/26:89-CX-3
(FOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 18th September, 1970.

NOTE FOR CIRCULATION

-Suryeer: —PAC observations in their 111th Report (1969-70) —Deluy
in issuing Notification,

Acting on the opinion of the Ministry of Law, medicinal glyce-
rine prepared out of commercial 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 Minister, 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 the Ministry of
Law gave their revised opinion on the duty lability of
medicinal glycerine in November, 1968, the Ministry of
Finance issued an exemplion notificgtion only in June
1968—ie. after the lapse of about 7 months, The delay
lacked justification particularly after February, 1969 by
which time the Bqard had all the material it had called
for[from the Collectorates for the purpose of issuing the
notification. The Committee would like to imphasise the
need for prompt action by Government in cases of this

kind, particularly as they have a bearing on the legality
of Government action”,
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2. The observations of the Committee for prompt 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 Indis.

All Sections in the Central Board of Excise & Customs.



APPENDIX XI
CIRCULAR LETTER
Paper No. 3]70.
¥, No. 1{5/70-CX-2
CENTRAL BOARD OF EXCISE & CUSTOMS
New Dell, the 27th July, 1970.

From

Shrl R, B. Sinha,
Secretary, Central Board of Excise, & Custowms.

To

Al Collectors of Central Excise,
All Dy. Collectors of Central Excise.

SussEcT: —Paper—Under-assessment of wrapper paper used in reel
cores—Question  regarding—Observation by Public
Accounts Committee—

Sir,

1 am directed to refer to Para 28(ii) of Audit Report on Reve-
nue (Civil) Receipts, 1969, on the above subject, and reproduce
below the observations/recommendations 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 on reel
vores. While Committee note that the correct procedure
for assesment is now being followed in all the Collecto-
rates, they would like to point out that mistake occured
in as many as six Collectorates. This case as well as to
the case of assessment of wrapping paper mentioned else-
where in this Report, points to the need for the clear-cut
ingtruetions to Collectors in the matter of assessment

whenever containers and contents are assessable at
different rates of duty."
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2. The Board desire that proper care should be taken to ensure
that where both the container and the content are liable {o excise
"duty separates under different tariff items or different sub-items
of the same Tariff item they are nssessed 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 suitable instructions, if found necessary, could be issued.

Yours faithfully,

Sd!-
(R. B. SINHA).



APPENDIX XII :
COPY
F. No. 11{3/70-CX-7 T
GOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 5th June, 1970
To
All Collectors of Central Excise,
(including Collectors of Customs and Central Excise).
Deputy Collectors of Central Excise, Amritsar /Jaipur/
Trichy/Chandigarh.
SupgkcT —Jute manufacturers—Jute cement sacking bags with patch
valves—Assessment of on contract weight bases—Instruc-
tions regarding—

I am directed to say that PAC while commenting on the Audit
Peragraph 32 of 1969 regarding under assessment due to non-inclu-
sion of the weight of valve in Cement Bags have observed:—

“The Committee note that to cbviate the recurrence of suck
cases, the Board have issued necessary instructions to.
formations. The Committee trust that the Board will en-
sure that these instructions are strictly complied with™.

1t is, therefore, requested that the instructions already issued
in this connection vide this Ministry's letter No. 6 13 66CX.IT dated.
21th April, 1967 may please be strictly complied with.

Sd./-
(D. K. SARKAR)
Under Secy. to the Gort. of India.
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APPENDIX XIII

F. No. 11]15{70-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 15th June, 19W

To

All Collectors of Central Excise,
(including Cochin!Goa).

The Deputy Collector of Central Excise,
Amritsar'Jaipur Trichy Chandigarh.

Sunskct; —Central Excise—lssue of fresh C. . Licence after disso
Tution of re-constitution of the original concern—Instrues
tions regarding—

Sir,

1 am directed to refer to this Ministry's letter F. No. 11468
CX-II dated 27th October 1969 on the above subject and to say that
the PAC while commenting on the Audit Paragraph 31(a) {ii) have
observed:-—

“While the Committee recognise that the firm in this case
might have on merits been eligible for assessment under
the compounded levy scheme, they would like to point
sut 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 firm on three occasions,
between September, 1964 and March 1968 {ailed to recog-
nise that it was not a valid licence. This is not the first
decasion a lapse of this kind has occurred. The Commit-
fee would like Govl. to ensure that Central Excise autho-
rities pay due attention to procedural requirements of’
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this kind in the course of their work as they have a bear-
ing on the legality of assessments.”

It is, therefore, requested that P.A.C.'s recommendations may be
~strictly complied with in accordance with the instructions already
vissued in this connection vide letter mentioned above.

Yours faithfully,
Sd|-
(D. K. SARKAR)
Under Secretary to the Government of India,



APPENDIX XIV
F. No. 1]36|70-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DepaRTMENT OF REVENUE AND INSURANCE)

New Delhi, the 15th June, 1970.

To,

All Collectors of Central Excise,
(including Collectors of Customs and Central Excise),
and Deputy Collectors of Central Excise, Amritsar|
Jaipur|Trichy|Chandigarh. .

SusJeer; —Central Excise—Determination of asseessable value under
Section in respect of articles chargeable to duty ad-
valoram—regarding—

Sir,

1 am directed to say that PAC while commenting on the Audit
Paragraph 33 of 1969 regarding loss of revenue dye 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-distributors the basis for
determination of value.

The Committee desire that, while determining values of
excisable commodities for the purpose of assessment,
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Govt, should invariable ensure that these are in striet
conformity with the provisions of Section 4 and that any
deduction not permissible under that Section is not
allowed”,

1t is, therefore, requested to ensure that the assessable value is
determined strictly {n accordance with provision of Section 4 of the
Central Excise & Salt Act, 1944 and s explained in the Ministry's
guiding instructions F. No, 36/45/68-CX-1 dated 14th November,
1968,

Yours faithfully,
SdJ-
{D. K. SARKAR)
Under Secy. to the Govt. of India,

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 Branch, New Delhi.

4. The Chief Chemist Central Revenues Control Laboratory,
New Delhi,



APPENDIX XV
COPY
Immedigte.
F. No. 198{70-CX-8
GoOVERNMENT OF INDIA
MINISTRY OF FINANCE

(DrpARTMENT OF REVENUE AND INSURANCE)

New Delhi, the 24th Qctaber, 1970

From,
Shri K. L. Mukheriji,
Under Secretary.
To,
All Collectors of Central Excise
(including Cochin|Goa).
Sir,

Sunyect: —Cotton fabrics—Accounting of—Para 41(v) of Audit Re-
port (Civil) on Revenue Receipts, 1965—

1 am directed to refer to the Ministry’s letter F. No. 1/169-CX-
II, dated the 25th October, 1969 and your reply in responsethereto
on the above subject, and Public Accounts Committee recommends-
tion in S Nos, 76, 77 and 78 of App. VII of 111th Report.

2. 1t 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 RG. 1
in respect of cotton fabrics in textile mills, should be required to be
maintained at the stage of off-loom production, that is, when the
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grey fabric is removed from the loom. The textile mills may be
informed accordingly.

Please acknowledge receipt of this letter.

Yours faithfully,
Sd)-
(K. L. MUKHERJI)
Under Secretary to the Government of India,

Copy of the above forwarded for information to—

1. Dte. of Inspection (Cus & Central Excise), New Delhi,
2. Dy. Collector in-Charge, S. & I. Branch.

3. Dte. of Training (C. & CE.), New Delhi,

4. Dte. of Revenue Intelligence, New Delhi.

5. Chief Chemist, C.R.C.L., New Delhi.

6. Comptroller & Auditor General of India, New Delhi.



APPENDIX XVI

TO BE PUBLISHED IN PART II, SECTION 3 SUB-SECTION ()
OF THE GAZETTE OF INDIA DATED THE 21ST NOVEMBER, 1870
30TH KARTIKA, 1892 (SAKA)

GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)
New Delhi, the 21st November, 1970
30th Kartika, 1892 (SAKA)
NOTIFICATION
CENTRAL EXCISES

G.SR—In exercise of the powers conferred by sub-rule (1) of
rule 8 of the Central Excise Rules, 1944, and in supersession of the
notification of the Government of India in the Ministry of Finance
(Depertment of Revenue and Insurance). No. 47/68-C.E. dated the
23rd March, 1968, the Central Government hereby exempts samples
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
leviable thereon subject to the limitation and conditions lsid down
in the corresponding entries in columns 4 and 5 thereof namely:—

TABLE

Sl Item  Description of Linvtst on with regard to Conditions

No. No.of goods removed number jsi; e we ght/volume,
the as samples. i any.

First

Schedule

. tothe

Central

Excises

and

Salt

Ad,

1944.

1 16 Biscuits. Not exceeding 250 gms. ~ Drawn for test purposes by
an athorised  officer of
the Indan  Standard
Institution.

2 3 4 $

2 3 Tes Not exceeding 225 gms.  Drawn for—
(a) supply to  brokers or
traders  or Head Offices

m
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of the factories of to
their rieto §
securing  business and
packed  in  conte'ners
marked or  [labelled
“sgmples not for sale”;
packed in  contsiners
or

(b) test  purposes within
the factory.

] 12 Vegetable  Notexceeding 345 grme per Drawn for quality control

- non-esséntial tot of grated o'l
oils.

purposes by an officer
authorised by the Agri-
cultural Marketing Ade
viser to the Govt, of India,

¢ 13 Vegetable (i) Not exceeding 175 gtms. Drawn for test purposes
Product. or 455 gme. of vegetable  witnin the fac tory.

tallow.

(ii) Not exoeed ng
kgms.

§'s Drawn for quslity control

purposes by an officer
authorised by the
Vegetable 0il Products
Controller.

5 14 Pigments, Not exceed'rg 115 gms. Drawn for test purpote

cojours, othalfprt.
pains,
entmely,
varnishes,
bleck, ank
cellulose
lacquers.
6 114G Acids No exceeding half-g-
kido ram.
! 4H Gas Not excee g 3 cubic
(Carbon metres.
Dioxide)

by Government  Tes
Houses or  Chemical
Lxaminers.

Drawn for testin the labora.

tory within the factory
or for inspection by a
Government  Department
or for test purposes by
an  officer duly autho-
rised hy the Collector,
provided that the acid
left over after test is
returned to the factory oe
destroyed.

Drawn for test in the labo-
ratory within the fatory
of production or for
inspection by 8 Gowt,
Department,  including
Government  Test House,
Alipur, provided that
the gas left over after
test s retutned tothe
factory or destroyed.
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i sorts,

1 2 3 4 ]

8 15 Sop Not exceeding 11§ gms.  Drawn for test purposes
by an officer duly autho-
rised by the Collector,

9 15A  Plastics Not exceeding 260 8q. gms. Drawn for bonafide trade

Laminsted purposes  provided clea-

sheets, rance of such  samples
in a2 month does not
exceed 0.1 percent of
the tota] duty paid
clearances of such sheets
from the  concerned
factory in the preceding
month,

10 16 Plywood Not exceeding 3506, ms.  Drawn for bonsfide trade

(a) boards purposes provided  the
clearance do not exceed
0-1 peroent of the total
quantity of  clearance
varieties in the prece-
ding mooth.

(b) Plywood (i) Not exceeding 130 5q.  Drawn for bonafide  trade

. all varieties cms. pusposes  prov ded the
dearances do mot exceed
01 percent of the total
qty. of the cieaances
of the  correspond ng
varieties in the preceding
month.

(ii) Not exceeding 6.5sq. Drawn for test in Govern-
cms. ment Test House, Al pur.
o1y Paper (i) Upto six sheets or 11y Drawn for test or ‘nspec-
?m.s., whichever is less, tion  purposes by the
rom each fot in the cse  officers of the factory.
of pap:r, and upto 22§
gms. of paper-board from
each variety,
(i} Upto six sheets or 119 Drawn for bomafide trade
gms for each qualty, purposes,
which-ever is less, in the
case of paper at any one
time to a particular desles,
aad upto 2a5 gms. of
paper-boazd of each qua-
lity of say time to
s particular dealer
12 8A Cotton (i) Yarn not  exceeding Drawn for bonafide trade
Twiot, Yam, 149 gma.vmmc upto  purposes.
sad Thread  anoverall limit of s kgs.
pet moath per fuctory.
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(if) Twist/thread not ex- Drawn for bonafide trade
cteding 145 gms.ata  purposes.

time upto an  overall

limit of 2 kgs. per month

per factory.

13 1B Woollen (i) Knitting wool in shade Drawn for bonafide tade
Yarn, all cards upto 1o kgs. ima  purposes,

sorts, 'n- month subject to an
clud ng overall limit of 36 kgs.
knitt ng per year per factory.
wool. '

(ii) Yarn other than knit- Drawn for bonafide trade
tng wool Upto 50 gms.  purposes,
for each qual ty at atime
upto an overall I mit of
3 kgs. per month per
factory.

14 19  Cottonfabrics (i) Onemetreinlengthby Drawn for overseas matkets
full width. in numbers consideted re-
agonable by the Collector.

(#) One piece in respectof ~ Drawn by Officers duly
‘Dhot’or ‘Sarec’andnot  aurhorised by the Textile
. exceeding 2:7 metres in  Comrmugsioner of India or
Length by full width of  Director Generalof Supp~

other fabrics. plies and Disposals.
(i) Upto T metrein length Drawn by officers duly
by full width. authorised by the Textiles
Commuttees.

{fv) Not exceeding 92 cms.  Drawr for test  purposes
in length by full width. within oroutside the fact-
ory premises.

(v) Not exceeding 50 cms. Drawn for bonafide trece
in length by full width. purposes.

15 21 Woollen fabrics () Not exceeding 50 cms. Drawn for bonefde tiede
in lcgnth by 30 cms. in purposes  whether loose

widt or stitched in genuine
booklets.
() Not exceeding 50 cms. Drawn  for test juijoscs
in lctsglh by 30 ems. within the factory.
width,

(#5) Not exceeding 46 cms. Drawn for text puij criv a1
inlength by fullwidthby  side the factory.
fall width in case of
fabrics of plain weave
and not exceeding 92cms.
in length by fullwidth in
respect of fabricy with
woven design.

(iv) Not exceeding 29 cms. Drawn for purposes of Centa-
width of fabrics contain-  tralExcise Depuitment by
ng not less than 6o per  Cfficers culy 8Ll puincu
cent of shoody. by the Collector.
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cent of shoddy or not
exceeding 50 cms.by full
width of other fabrics, in

3 sets.
16 a2 Rayonor (1) Full piece of ‘Saree’. Drawn for determining yarn
artificial silk contents for the purposes
fabrics. of calculating rebate of

duty on export of such
fabrics out of India.

(1) Not exceeding 46 cms. Drawn for bonfids trad:
in length by full width. purposes.

() Not exceeding 92 cms. Drawnag  samples for over-
in legnth by full wideh. seas market.

17 22A Jute Minue  §; Noteweeling 92 cms Drawn for test purposes

turers in length subject to an witnhin or outside the
overilttimitof o2 ietres  factory.
per yedr per factory

{fi, Not exceeding 1 mette Drawn for bonafide trade
in length of hessian purposes and marked ey
Free simple ot for sile”
provided the Collector
may fix the overall limitof
samples thatcan be druwn
by any factory in a fuil
year,

(i) fa) Not exceeding Drawn for internal or over-
five sacking bags seds mirket provided that
2 round hole is out in the

centre of each such bag

(b) Not exceeding I-5 metres
inlength of sacking ) Drawn for overseas market.
cloth In the case of samples
drawn for internal market,
(¢) Not cxceeding one me
metre in length of carpet
matting

(d) Not ! xceeding 275 the length of each sam.
metres in length of jute ple is not to excecd 1
webbing metre provided where 4

larger length s cors cer-

(¢) Not exceeding 1 metre ? od essential the width1g

in length of felt reduced to half.

18 23  Cement . Not exceeding 115 kgs, Drawn for (@' testirg
‘ subjec: to the total weicht laboratorica within  the
of yamples drawn in 8 premises of the factory;
month not exceeding 0§
per cent of the average (3) testing in laboratories of
monthly production sister conCerrs ; or
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13C

during the preceding three ) ,
monthg, (¢) sending for test periodni-
cally to the Government

Test House, Alipur ; or

(1? special tests in overeseas

aboratories or indepen
dent testing agencies in
India; Provided that—

() proper sccounts of quan~
tities of samples drawn,
cognumed in tests and des-
patched outside the factory
are maintained

() in tespect of item (8)
above the the left over
quantity  after testing in
laboratories within the
premises of the factoryis
returned to the factory for
reprocessingandin respent
of other items, the leftover
quantity is disposed of by
public auction, the duty
element of such sale pro-
ceeds is credited to the
Excixse department

Siunwaez1ad () Simoles of high tension Drawn for test purposes in

procelainware,  ingu/ators not more than
all sorts, 4 preces of each type ata
time

the Goverrment  Test
Houses and other Govern-
ment Departments

(i) Samples of low tension Drawn for test purposes in

ingulators not more than
16 pieces of each type at
a time

Asbestos
C:ment
Products’

Not exceeding n-f kgs
subjecttothe tta
of samples deawn in a
monthnottoexceed 0-0§
percent of the average
moathly production, dur-
ing the preceding three
months

weight

the Government  Test
Houses and other Govern-
ment Departmenty,

Drawn for (a) testing  in

laboratories within the
premises of factory, ot

(b) sending for test periodi-

cally to the Government
Test House, Alipur, pro-
vided that proper accounts
of quantities of samples
drawn, consumed in test
and despatched  outside
the factory are maintained,
and thatin respect of item
(a) sbove the left over
quantity after test iy
returned tothe factory for
Teprocessing and that in
tespectofitem (3) above,
the left over quantity after
test is disposed of by

public auction and the
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dutyelements ofsuchsales
proceeds is credited to the
Central Excise departt-
ment,

2t 338 Blectric Wires Not exceeding 20 metees In Drawn for test purposes

and Cables

22 36 Footwar

(No. 171/70)

Notiflostion No.

provided that—

(a) the manufacturer fur-
nishes a certificate from
the Chief Inspectorate of
Electronics or the Go-
vernment Test House,
Alipur, or the Indian
Standard Institution, 8
the case may be that the-
sampleis required for
teting purposes ;

(b) the manufacturer under *
takes to produce 8 certi
ficate of actual destructio®
of the sample from the
Chief Inspectorate of
Electronics ofthe Govern®
ment Test House, Alipuf
of the Indian Standards
Ingtitution, 8s the cage
may be within such
period as the Cellector of

tral Excise may pres-
cribe forthe purpose; snd

(¢} tye manufacturer gives &
written 3 undertaking to
the effect that in case of
feilure to produce the
certificate inrespect ofany
sample, 3s specified in
clauge (b) he ghall pay, on
demand, the duty leviable
on yuch gamples.

Notexceeding3 pairs or3 Drawn for export putposes
odd picces of each

provided that each such
ulmplei. punched ip the
sole.

(J. . DAUSHIK)

Under Secratary to the Gooenor nt of India,

{70-GB. F. No. a/17/68-CX 1/CX. 2



APPENDIX XVII
F. No. 4/9|70-CX-7
GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DEPARTMENT OF REVENUE AND INSURANCE)

New Delhi, the Tth September, 1970.
To,

All Collectors of Central Excise
All Deputy Collectors of Central Excise.

Sussecr:—Paragraph 35 of Audit Report (Civil) on Revenue
Receipts, 1969—Non-levy of duty on Aluminium Ingots.

Sir,

I am directed to refer to the observations made by the Public
Accounts Committee in their 111th Report (4th Lok Sabha) 1965
7, 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 aluminjum 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 ascertaining 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.”

1t is, therefore, requested that PAC's observations may be
brought to the notice of all concerned for strict compliance.
Yours faithtully, ‘
Sdi-
{D. K. SARKAR)
Under Secretary to the Government of India,
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APPENDIX XVIIL
F. No. 11{4{70-CX-7
(GOVERNMENT OF INDIA
MINISTRY OF FINANCE
(DepART™ENT OF REVENUE AND INSURANCE)

New Delhi, the 26th October, 1970

From,

Shri D. K. Sarkar,
Under Secretary to the Government of India,

Yo,

All Collectors of Central Excise
All Deputy Collectors of Central Excise.

Suvnrzer: —Audit Para 27 of Audit Report (Civil) on Revenue Re-
ceipts, 1969 relating to Union Excise Non-levy of Duty on
Oxygen in Hindustan Steel Ltd, Durgapur.

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-
10 as under:—

“The Committee also observe that there was a regrettable de-
lay in raising the revised demand in this 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 into the matter,
80 that there may be no controversy regarding time-bar
under Rule 10. It is also necessary that whenever any
cased of under-assessment come to the notice of Central
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Excise Officers, he should issue a demand in the proper
form straightaway and he should not substitute the de-
mand by correspondence by official letter which is not
recognised, as a ‘Demand’".

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

4. 1t is evident from the above 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 PAC. 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 instruee
tions are strictly observed by the lower formations.

Yours faithfully,

8dj-
(D. K. SARKAR))
Under Secretary to the Government of India.



APPENDIX XIX

Sammary of main Recommendartions{Conclusions

Recommendations/Conclusions

)

Sr. No. Para Ministry/Department
No. concerned
1) (2) 3
T. 1.4 Mo Finance (Dep't. of
Revenue Insurance)
1.9 e Qe
s. 1.13 — do—

The Committee hope that final, replies in regard to those recom-
mendatigns to which only interim replies have so far been furni-
shed will be submitted to them expeditiously after getting them
vetted by Audit.

The Committee note from the Government’s reply that an at-
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 desire 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.

The Committee are not satisfied with the reply to Government.
Since the recommendation had been made after due consideration,
they are convinced that it should be possible for Government to




1)

2)

(&)

“)

.16

1.19

M/ o Finance (Deptt. of
Revenue and Insurance)

obtain Parliamentary approval at 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.

The Committee note that their recommendations are under exa-
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.

The Committee note that out of the arrears of excise duty
amounting to Rs. 21.29 crores as on 3lst 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.

(44}



10.

.21

1.24

12.7

1.30

Do

The Committee further desire that the position regarding arrears
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 L.aw 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 disciplnary action for
the lapse that accured decided upon expeditiously. They would
also like Government to investigate into the loss of file and fix
responsibility.

ol
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TI. 1.34 Mo Finance (Deptt. of
Revenue and Insurance)

The Committee are glad to note that Government have issued
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.
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