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IN'TkODUCTION 

I, the Chairman of the Estimates Committee having been authorised 
by the Commitee to submit the Report on their behalf, prescnt this Twelfh 
Report on action taken by Government on the recommendations contained 
in the Twenty-Eighth Report of the Estimates Committee (Sixth Lok Sabha) 
on the Ministry of Finance (Deptt. of Revenue~entral Excise· 

2. The Twenty-Eighth Report was presented in the Lok Sabha on 
27 March, 1979. Government furnished their replies indicating action taken 
on the recommendations contained in that Report between 8 November, 1979, 
and 28 August, 1980. The replies were examined by Study Group 'H' of Esti-
mates Committee (1980-81) at their sitting held on 31 March, 1981. The 
Report was adopted by the Estimates Committee (1980-81) on 7 April, 
1981. 

3. The Report has been divided into following chapters :-

I. Report. 

II. Recommendations that have been accepted by Government. 
III. Recommendations which the Committee do not desire to pursue 

in vicw of Government's replies. 
IV. Recommendations in respect of which replies of Government 

have not been accepted by the Committee. 
V. Recommendations in repect of which final replies of Government 

are still awaited. 

4. An Analysis of action taken by Government on the recommenda-
tions contained in the Twenty-Eighth Report of the Estimates Committee 
(Sixth Lok Sabha) is give in Appendix. It \rould be observed therefrom that 
out of 74 recommendations made in the Report. 44 Recommendations i.e. 
abollt 60 per cent have been accepted by Government and the Committee do 
not desire to pursue 5 Recommendations i.c. 6.6 per cent in view of thc 
Government's reply. Replies of Government have not been accepted by the 
Committee in respect of 15 Recommendations i.e. 20 per cent. J.:inal replies 
in respect of 10 Recommendations i.e. 13.4 per cent are still awaited. 

"" S. B. P. PATTABHI RAM A RAO, CluJirman, 
E ti ates Committee 

NEW DELHI; 
April 7. 1981 
Omitra 17.1903 (Saka) 

A--"...,.,.-n 



CHAPTER I 
REPORT 

This report of the Committee deals with the action taken by Government 
on the recommendations contained in the Twenty-eighth Report (Sixth L{)k 
Sabha) on the Ministry of Finance (Deptt. of Revenue) -Central Excise-
which was presented to Lok S'abha on 27 March, 1979. 

1.2. Action taken notes have been received in respect of all the 7-1-
recommendations contained in the Report. 

1.3. Action taken notes on the recommendations of the Committee have 
been categorised as follows :-

(i) Recommendations that have been accepted by Government. 
4-6, 8-10, 13-17, 28, 30, 31, 33, 34, 36. 38, 42, 43. -1-4, 
46-49, 51, 55-66, 68, 70-74. 

(Total 44-Chapter II) 

(ii) Recommendations which the Committee do not desire to p~r~ue 
in view of Government's replies. 
12, 35, 39, 52 and 53 

(Total 5-Chapter III) 
(iii) Recommendations in respect of which action taken replies have 

not been a~pted by the Committee. 
I. 2, 3 & 50, 7, 11, 18, 24-26,40,41, 54, 67 and O~. 

(Total 15-Chapter IV) 
(iv) Recommendations in respect of which final replies of Govern-

ment are still awaited. 
19-2J. 27, 29, 32, 37 and 45. 

(Total lO-Chapter V) 

1.4. The Committee will now deal wi·th the action taken bv Government 
()n their recommendations. . 

LEVY OF EXCISE DUTY AT BASIC INPUTS OR END 

PRODUCTS STAG I:: 
Recommendation No. 1-3 & SO-Para 1.32--1.37, 1.47, 7, 28, 

1.5. The num~r of units manufacturing excisable items as on 31st 
March, 1977 was 1,25,503. The total revenue collected from these Hems 
in 1976-77 was Rs. 4221.35 crores. In 1976-77 out of 132 items on 
which excise duty was levied, 28 items accounted for 75 per cent of the 
total revenue follected from 9,886 units while the remaining 25 per cent 
·of revenue was collected from as many as 1,15,617 units. In other words, 
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about 8 per cent of the total units contributed 75 per cent of the excise 
revenue and the remaining 92 per cent of the units yielded only 25 per cent 
of the revenue. 

1.6. Excise duty is leviable at various stages, that is, at raw materials. 
intermediary products/components, finished products. With a view to 
minimising the number of assessees and points of contracts between the 
Excise authorities and the assessees, a suggestion was made that excise 
duty should be levied either at raw materials (basic inputs) stage or at 
the end products stage. It was conceded by the Ministry that this measure 
may be advantageous from the points of view of ease in administration 
and tax collection but it has certain disadvantages. Loading the tax at 
inputs stage has a 'regressive' impact and has the effect of distorting relative 
factor prices. It would entail heavy working outlay at the initial stage 
of manufacture, the burden of which would be carried down the line. 
Further, the value added at subsequent stages would not get effectively 
taxed. 

1.7. In this regard the Committee pointed out that excise duty had 
to be paid by the small scale units in any case before they sold the finished 
products. Thus, shifting of the duty to the raw material stage should not 
mean any additional burden on the small scale industry except that it would 
result in blocking of money for some time. On the other hand. such units 
should feel great relief as a result of being liberated from the bondage of 
the excise laws. Besides, Government can also provide more potent ways 
to encourage small scale industries like reservation of production lines. 
differential rate of interest, financail subsidie<;. rebates, preferential purchases. 

1.8. The Committee noted that levy of duty at basic inputs stage has 
already been adopted by Government in some cases like plastics. The 
Committee felt that there should be no difficulty in extending the system 
of levy of duty at source to more products like steel. copper. aluminium. 
zinc, match box etc. 

1.9. According to the Government taxing on Iv th..e final products could 
not be thought of for all commodities as (i) large sectors of economv 
would have to remain un-taxed (e.g. construction) and the taxation of such 
sectors, is best achieved through taxation of inputs. (ii) if manufactured 
inputs were freed of taxation. replacement consumption would escape taxa-
tion. According to the Ministry. another factor which would havc to be 
kept in view was to ensure the built-in-income elasticitv of tnx sv~tem which 
meant having taxes at all stap-es of manufacture. The Commi'tee while 
not agreeing with thi., a1)proach felt that the Ministrv sh(1uld hI' eaualh' 
concerned with the simplification of the svstem and avoidance of harassment 
to the numerous small asses sees which the present scheme of excise contr01 
entailed. 

1.10. The Committee strongly felt that the svs'em of excise control 
was complicated. complex and cumbersome and that there could not he 
two opinions on the need to simplify the scheme without affecting the 
revenue. One wav of achievinl! simplification was to minimic;e the points 
of contacts between the as<;essees and excise authorities thus Teduc;ng scope 
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for harassment of assessees, evasion of duty and administraitve expendi-
ture. The Committee, therefore, recommended that the excise duty be 
levied either at the basic inputs s'tage or at the end product stage as far as 
possible. To start with this scheme might be introduced on a selective 
basis in respect of those items where it could be easily administered. After 
gaining experience in the field, Government might extend the system to 
more and more items progressively. The Committee stressed that while 
re~ing the tax structure for this purpose, Government should keep only 
revenue consideration in view and not their social objectives which could 
be implemented through other fiscal and monetary policies. 

1.11. The Committee strongly felt that cascading effect of excise duty 
at different stages should be avoided by extending the application of set-off-
procedure, Rule 56-A procedure and other procedures provided in the 
excise laws to aU other commodities with suitable safeguards a~dinst 
evasion. 

1.12. The set-off procedures entailed great difticultks in calculating the 
quantum of excise at various stages. The principle somehow could not 
be denied that excise should not have the cascading effect at every stage 
of manufacture of different items with the same raw material. Bo:h these 
problems the Committee felt, could be resolved if the excise was imposed 
either at source or at the end products. The Commjt~ee therefore. re-
affirmed their recommendation that the excise should be levied. as far as 
possible, either at the basic input or at the end product stage. 

1.13. The Committee also felt that the task of reducing tax evasion 
would become easier if the recommendation made by the Committee for 
levying excise as far as possible either at the source or at the finished pro-
duct stage was implemented. 

1.14. The Ministry in their action taken note stated that "Government 
takes note of the Committee's concern for simplifying the system of excise 
control so as to reduce the scope for harassment. evasion of dutv and 
adniliii~JJ:ative expenditure. It would. however, be difficult to accept. as 
a universal principle, the adoption of excise levy either at the bmic input 
stage or at the end-products stage as mutually exclusive propo~itions. as 
suggested by tbe Committee for several reasons. 

Firstly, it would b~ difficult to arrive at the rate structure. Secondly. 
it would render differential taxation difficult. ThinlJ", it v,'ould not. b'.' 
itself, minimise the cascading effect or evasion. - . 

Thus. the present system of excise taxation would hav.:! to continue 
and what could at best be considered would be to have exh:nsioll of the 
tax credit procedures to as many final products as possible, keeping in 
view the administrative, revenue and other implications so as to modera'e 
the effect of input. taxation. Where, however, in individual cases it is felt 
that it would be appropriate to have the levy at only ('ne of thc stage<, the 
same could be considered. 

As regards the suggestion or keeping in view only rcv~nuc considera-
tions and not othcr social objectives, while restructuring thc pattcrn of 
excise levy, Government's view is that in an ecooomy like our~, the role 
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of an indirect tax particularly, Central Excise, which provide the bulk of 
Central tax revenue, cannot be one of raising revenue alone. Further, 
because of their impact on cash flow and prices, excises have a crucial.role 
to play in regulating consumption. Besides, in the Indian context, pro-
gression in the structure of taxation has to be necessarily brought abOut 
through differential excise taxation; the need for encouraging labour inten-
sive methods has also to be kept in view. 

In view of the above, Government are not in a position to accept the 
above suggestions of the Estimates Committee." 

1·15. The Committte bad felt that the present system of excise tontrol, 
whkh is tomplkated, tomplex and cumber-some, should be simplified wilb-
out aH~ the revenue. Towants this ,end, the Committee had suggested 
that, instead of levying excise duty at various stages, the excise duty be 
levied as far as possible either at the basic input stage or at the end produd 
stage. This would minimise the points of contact between the assessees aud 
excise authOrities, reduce scope for harassment, evasion of duty and admi-
nistrative expenditure. The Ministry have not accepted this suggestion as 
according to them : (i) it would be difficult to arrive at the rate structure 
(ii) it would render differential taxation difficult Jlnd (iii) it would not by 
itself minimise the cascading cHeet or evascon. 

1.16. The Ministry have further stated the present scheme of eRise 
taxation would have to continue and what could at best be considered 
would be to have aD extension of the tax credit procedures to a.s many 
60al produtts as possible, keeping in view the administrati\'c, revenUe aDd 
other implications so as moderate the effect of input taxation. 

1·17. The Commjttee have gone into the argument advanced by tile 
Ministry against the new system of excise suggested by them. Tbt: COBI-
mittee still feel that, as stated earlier evasion appears to be inhcJ"CIlt in 
.. present excise ~'stem and if the evasion has to be curbed, scope for 
Iumlssment reduced and administrative expenditure minimised, the ("](tisc 
duty should be levied as far as possible either at the basic input stage or at 
the end-product s~e. The Committee would therefore like to reiterate 
tbeir recommendations. 'The new scheme mal ~ tried on an experimental 
basis in respect of a few items in the beginni~ before cxtendin~ to more 
progressively in the I~ht of experience. 

Publhhing of Excise Notifications in Newspaper ... 
Recommendation No. 7(Para No. 2.19) 

1.18. The Ministry had accepted a suggestion that excise notifications 
should be published in leading daily newspapers so that the assessees. could 
come to know of excise 12vies promptly. The Committee were informed 
that the Government proposed to set up a Directorate of Publications to 
publish excise notifications etc. and that this Directorate's functions \\ ould 
include publishing of excise notifications in leading newspapers. The 
Committee felt that publication of excise notifications in leading daily 
newspapers for general information could start immediatelv and that this 
need not await the setting up of th{' Directorate of Publications. 
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1.19. In their reply, (dt. 8 Nov. 1979) the Minis,try of Finance (Deptt. 
of Revenue) have stated that this recommendation of the Committee bas 
been carefully considered but it has not been found acceptable, inter alia,. 
on accOunt ,of the following reasons :-

(i) Publication of the full text of notifications in the newspapers 
can be done only by way of advertisements which would be a 
quite expensive proposition. Publication of all the Excise 
notifications even in one Engli&h and one regional language 
newspaper is likely to cost about Rs. 90 lakhs in a year. Full 
coverage in newspapers will involve the Government in almost 
prohibitive expense. It is felt that that this does not appear 
to be commensurate with the benefit likely to be derived hy 
the public. 

(ii) Such advertisements will generally take 5 to 8 d:lYs to appear 
in the press from the date of receipt of the notifications in the 
DAVP office. 

(iii) Important notifications are even now given pUblicity by way 
of issue of press notes, and the substance of these usually dces 
get published in newspapers. 

(iv) Notifications (including exemption notification) arc published 
in the official gazette and also laid before the Parliament. 

(v) Assessees/Chambers who want to avoid the time taken in 
transmission of the information by mail, can coHeet the noti-
fications, etc. from the Directorate's office, at the cud of the 
day. 

(vi) Notifications are even now supplied by the Central Board of 
Excise and Customs direct to a large number of Federations, 
Associations, Chambers of Industry. Members of the Customs 
and Central Excise Advisorv Council who in turn are expected 
to pass on the information to their associate/constituent 
members. 

(vii) Notifications are sent to all Collectors who in turn send them 
to all their field officers and issue trade notices enclosing copies 
of the notifications. 

(viii) The Directorate of PubHcations has alreadv been set UP and it 
has started mailing of Notifications with effect from 1-4-80 to 
the persons/bodies who have got themselvC!; rePistered with th~t 
Directorate. Normally, notifications are printpd and mailpd 
within, 48 hours of their publication in the Official Gazette. 

1.20. 11IeCommiffee regret to note that after initially aCCf'ptine the 
SlM!ftSfion to JlUbiish excl!lle no';ficatinns in I .. ,.din~ ",.'Iv .... wsnaners. the 
l\fini'lfry of Fin8JlCf' have nnw shift"iI fhojl' st""d and 'fW"ut it pn,...-ntlthle 
mainlv in view of tbe It"'" met (Ih. 9ft 1"Ic"e a v_.\ ,.. .. f 4.,. r..n..,,. ..... 
ment will have to -incur if fJlfI!V ofthIlsh "the' Inn 'pn" , of .,...". fl •• 
aotifications even in one English and one regional language newspapers. 
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1.21· The CommiUte had nowhere suggested that "the full text" of "aU" 
excise notifications should be published in newspapers or th~t these should 
be published in the English and language newspapers of "each" region. 
AD that was intended was that publicity s~d be pven to "excise iel'ies in 
leadDIg newspapers" for the information of assessees. The Committee wo,dd 
like to reiterate tlH:ir suggestion that the publication of notifications con-
taining excise levies-not nec:essarly full texts thereof and not nec:essarHy 
"all" notifications in leading daily 'newspapers should be started immediately. 

Explaaatory Note to NOtifications 
Recommendation S. No. 11 (para 2.29) 

1.22. The Committee noted that the excise notifications were couched in 
teIDl$ which were as admitted by the Finance Secretary "not comprehensible 
to even intelligent and educated persons." The Committee recommended 
that an explanatory note drafted in a lucid and easily intelligible language 
explaining the scope and implications of a new rule or amendment, should 
be appended to all the notifications, particularly amending notifications, for 
guidance of the assessees· They also suggested that where necessary, 
the relevant extract of the original notification which i,s sought to be amend-
ed, should be appended to the amending notification to make the position 
absolutely clear to the readers. 

1.23. The Ministry of Finance in their action taken reply have stated 
that "even at present the scope and effect of important and complicated 
notifications is being explained in simple language through news releases 
which are carried by all important newspapers and other information media. 
The Central Board of Excise and Custom~ also issue detailed Instructions 
to the Collectors of Central Excise explaining the scope of the notifications 
iSSued from time to time; in turn. the Collectors issue trade notice for the 
information of the asscJ;sees." 

1.24. The Ministry have added that "further with the setting up of the 
Directorate of Publication~, the issue of clarifications on various matters 
could be centralised and the scope of pUblicity would get enlarged. Thus, 
every effon is being made to explain to the public the s.9Ope and implica-
tions of the notifications is.sued from time to time and these efforts would 
be continued and also improved upon to the extent possible." 

1.25. The Committee regret to obsefl'e that, to 8 specified recommenda-
tiOD made by them that an explanatory note in lucid and easlly intem,;ble 
""'lrnat!f' should be ""nended to a new rule or 8ynp..,dmenf to tile Central 
Excise Rules, the Ministry bve not given a sped&c reply. 1Dstead, file 
MiniStry ban referred to the already existing practice of explainin2 through 
Dews releues the scope and efted of c:omp6c:at"d and important notifica-
tions and issue of trade notices for the information of the assessees. Bot 
this did not fuDy meet the needs of the situation and that was why ('ven 
the Finance Secretary had agreed ~ his evidence that "alOI12 with 
the nofifieation, there should be aD explanatory note, drafted in 8 1II01'e 
lucid and easy lanen. wh~ 8n ord~arv Df'rsnn ("Q1\ II1'd .. rsta"d." '11Ie 
CommIttee wOuld like to ftIWate their l'eCOIItIIIeIId aDd .... ftaat 
the Board should start at the earliest appending an explanatory DOte in 
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a ludd and easily intelligible language explaining the SCOPe and implications 
of a new rule or ameudment to rules for guidance of the assessees. Where 
necessary the relevant extracts from the original notification should also be 
appended to die amending notification. 

Appellate Tribunal 

Recommendation SI. Nos. 16, 17 & 46 (paras 2.52-2.54, 6.38-6.39) 

1.26. A large number of organisations of the industry represented to the 
Committee that under the present system of departmental appellate machi-
nery, the decisions given by the officers are revenue biased. They sug-
gested that an independent Appellate Tribunal on the pattern of the Income 
tax Appellate Tribunal should be set up for dealing with disputes relating 
to Central Excise. In this regard, It was also noticed that a number of 
Expert Committees set up since 1953 and more recently the Indirect 
Taxation Enquiry Committee (Jha Committee 1978) had also recommended 
setting up of an appellate tribunal to adjudicate disputes relating to Excise 
and Customs. The Estimates Committee. (Second Lok Sabha) had also 
in their 49th Report made a recommendation to this effect. The system 
of appellate tribunal according to the Government had not primil facie 
been found suitable for commodity taxation. While denying the charge of 
bias in favour of revenue in the decisions of the departmental appellate 
officers, the Ministry had stated that the existing appellate and revi~ionary 
authorities, function in a quasi-judicial manner following the principle of 
natural justice and ensure that their decisions are independent. 

rhe Committee could not qppreciate the Government's stand against the 
idea' of an independent appellate tribunal for deciding excise disputes. The 
Committee urged the Government to reconsider their earlier ~tand in this 
regard and institute without further delay an independent appellate tribunal 
for sertling disputes relating to excise and customs on the lines of the 
Income Tax AppeIIate Tribunal in deference to the near unanimous demand 
of the industry and oft-repeated views of the Government appointed expert 
bodies. 

1.27. In his budget speech (Para 116) on 18 June, 1980 while pre-
senting the General Budget in Lok Sabha, the Finance Minister referred 
to the persistent public demand for setting up an independent Appellate 
Tribunal for Customs and Excise matters and stated that this demand has 
recently been endorsed by the Estimates Committee of Parliament. He 
added that though the Government had not been in favour of such a 
system in the past, it had now decided to set up the recommended Tribunal 
and had made a suitable provision in the Finance (No.2) Bill, 1980 for 
setting up "an AJ>PCIIate Tribunal to hear atJDeal~ in resoect of Customs, 
Central Excise and Gold Control matters. This Tribunal will be indenen-
dent of the executive machinery charged with the day-to-day administration 
of revenue laws." 

1.28. In their reply (June, 1980) the Ministry have also stated that 
"Government have since decided to Set up an Appellate Tribuna! to hear 
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appeals (including appeals on classification) in respect of Cusotms, Central 
&cise and Gold Control matters, and the necessary provisions have been , 
ineluded in the Finance (No.2) Bill, 1980". 

1.29. The COlDmittee are glad to note that in pursuance of their re-
commendation, Government have decided to set up an independent Appe1-
late TribuDal to hear appeals in respect of Customs and Celdral Excise ... 
Gold Control matters. 11ds JDe8SUI'e wiD fuBiI a long-felt need of the trade 
and industry, and tbey have no doubt that it wiD make way for speedy 
disposal of appeals in Customs and Central Excise cases. 

Revisioli of Excise Tariff as per BTN 

Recommc'1dation SL No. 18 (Paras 2·63 & 2.64) 

1.30. The Committee took note of the almost unanimous demand from 
the trade and industry that in order to avoid confusion and disputes in 
classification the excISe tarili should re revised on scientific lines clnd realign-
ed with the Cust01Il$ Cooperation Council Nomenclature (GC.C.N)-
COIIlIIlOIl'ly called B1N (Brussels Tariff Nomenclature). 'The Committee also 
noted that the Indirect Taxation Enquiry Committee (1978)-(Jha Com-
mittee)-had endorsed the recommendation of the Tariff Revision Com-
mittee (1967) for adoption of BIN "to the extent possible and had suggest-
ed that in doing so, it would .be preferable to use the Indian Commercial 
or trade identity for describing the range of prod.ucts where the latter was 
considered more appropriate. The Committee were also infonned that the 
customs tariff had been brought in line with the BTN and in regard to 
excise tariff, the Government had been taking the terminology from BTN 
and using it to the extent possible. 

1.31. The Committee were of the view that the scheme of classification 
for the purpose of Customs ~md Excise should be identical to avoid dis-
putes in the levy of countervailing duty. Particularly, when th", customs 
tariff had already been restructured on the lines of BTN, the Committee 
felt there w~ no reason to delay the extension of BTN scheme to excise 
tariff. The Committee agreed with the Jha Committee that in ~xtending. 
BTN to excise tariff, Indian commercial and trade id~ntity might be used 
for describing products where it was considered to be more :lppTopriate. 
While revising the excise tariff. the lSI specification~ mi".ht also be kent 
in mind to see if any how these can be hannonised v,;fh BTN scheme. The 
aim according to the Committee was to make the tariff as sci~lltific and 
comprehensive as possible leaving little scope for confusion or doubt. 

1.32. In their reply. (dt. 8 Nov. 1979) the Ministry of Finance have 
stated that "the Government aporeciates the need fnT" ::I comn"eh"11<live 
and scientific tariff for excise purooses nn thp 1in~s of ecr nomenc1:tfl1T"e. 
However, so long as the Customs tariff itc:",lf does not f('11nw fhe rrc 
nompncll'lture ;n toto, theT"e c:eems little 11l'Sfiflratinn fnr m::lkinlJ the exc'se 
tariff morp elaborate th::ln the CustOTT1~ tariff" Th .. Minich·" h,we l>(Med 
that "in Governmenf~ vif'w, there is no imm",~i"t" n"pd rnr T"PC1ldillg 
the e"lrc;c:e t::lriff to :'11;""11 if mrwe c1oc:o hr with fhe ""lc:f('".,<: fl>";fl' fl.rer 
a norio~ ('f time. ""wever. efforlc:: w,,"M ~ JTll>~'" to bring the excise 
tariff, as futIy as possible, in line with the CustOJTlS tariff" 
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1.33. ne Committe are IDUlbie to appreciate the contention of tile 
MiDistry that there was no "iIiUoediate Deed" to align the ex~ tariff aaore 
closely with the Customs tariff· In the Committee's view, it is impera-
five to bave identical customs and excise tariffs in order to avoid dis-
putes in the levy of COUlltervailing duty. ne Committee, reiterate their 
recommendation that CCCN (BTN) scheme-which bas already beeu 
adopted in the case of Customs sbould be suitably extended to the exdse 
tariff without delay so as to make the exdse tariff as scientific and rom-
prehensive as possible leaving little scope for confusion or doubt. 

Extending Specific Duty & Accepting Invoice V ~ for Valuation ~urposes 

Recommendation No. 24, 25 and 26 (para 3.59-3.66) 

1.34. After considering the pros and cons of the valuation procedure 
laid down in Section 4 of the Central Excise and Salt Act, the Committee 
feh that this procedure gave wide discretion to excise officers and had 
given raise to numerous disputes between the Excise authorities and 
assessees. N such, in the opinion of the CoIJUDittee, this was not an 
ideal procedure and should be changed. The Committee felt that there was 
need to simplify the law and procedure in regard to valuation so as to 
collect excise duty promptly without getting involved in protracted disputes, 
departmental or legal. 

1.35. The Committee felt that there was nothing wrong in accepting 
invoice vaTue as the basis for calculating excise duty and, allowing a 
standard deduction from the invoice value towards post manufacturing 
expenses to an extent to be determined by Government with suitable pro-
visions to give deterrent punishment to those found indulging in under-
invoiCing. As the system of inyoice value was already in vogue in the case 
of goods covered by Tariff Item 68, Government should have not funda-
mental objection in extending if to other Tariff items on a selective basis. 

1.36. The Committee had also felt that there was force in the suggestion 
that specific duty should be preferred to ad valorem duty to overcome the 
problems of valuation arising under Section 4 and minimising disputes 
on this account. If fixed judiciously and on a selective basi,<;, and specially 
if it was not inequitous or irrational there was n'o reason why specific duty 
should create distortions or irrationalities as apprehended by the Jha 
Committee (1978) or lead to any reduction in tax revenue. On the con-
trary it would enable the industry to know their duty liability b.::forehand, 
make it possible for the Government to arrive at more accurate budgetary 
forecasts and minimise areas of administrative discreation·s and litigation. 

1.37. The Committee desired that Government should examine both 
these suggestions -dispaS$ionately from a practical rather than a .legalistic 
angle and extend the system,s of invoice value and specific duty progressive-
ly" to more and more items with a view to minimising disputes and expedit-
ing tax collection. 

1.38. In their action taken reply, (Nov. 1979) the Ministry have stated 
that the Government are unable to accept the recommendation of the 

29 LSS/80-2 
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Committee regarding invoice value since it will involve the following diffi-
culties :-

(a) Invoice value will not be available in respect of goods meant tor 
captive consumption. 

(b) Invoice value assessment will not be able to take care of transac-
tions which are otherwise than at 'arms length.' 

(c) Invoice values may not be available at the time of clearance 
in those cases where the sales are effected from a place other 
than the factory gate; thl! value at the place of sale will also 
includes trading costs and profits. 

(d) Ensuring uniformity in assessable value and quantum ot OlS-
count ij,llowed will pose a serious problem; and 

(e) The Department will not have a declaration given by the as~esse~ 
to go by, which is an essential requirement when ass(':ssment 
is done by the assessee himself. 

"It may also be mentioned that the analogy of invoice value: belDg 
accepted under item 68 is no longer valid. This sy,stem was introduced 
in the initial stages of levy under Item 68 when the rate of duty on it was 
only 1 per cent ad valorem. This method has since been abolished in view 
of the increase in the rate of duty from 1. per cent to 8 per cent ad valorem." 

1.39. The Ministry have further stated that the Government have 
carefully examined the recommendation regarding preference to specific 
duty over ad valorem and are unable to accept this recommendation of the 
Committee, for the following reasons : 

Ad valorem duties have a built-in elasticity and impart a greater degree 
of progr~ion to the excise tax system. Specific duties on the other hand 
will entail frequent variations in rate and thus affect the stability of the 
tax-structure. 

The Jha Committee which had gone into the whole gamut of Indirect 
Taxation had observed that for a tax structure to be enduring, apart from 
ensuring adequacy of revenue, it must be acceptable from th~ point of 
view of equity and be consistent with economic priorities. The most im-
portant considertion in regard to equity is tbe degree of progression. The 
Committee, had, therefore, recommended a much greater use of ad­
valorem duties in lieu of specific duties. 

In view of the above reasons, the Government are unable to accept the 
rt'commendation of the Committee." 

1.40: With a view to BVoitJiug disputes that very often arisi in delermiD.-
iDg valuation oJ! excisable goods UDder Section 4 of the CeafraI Excise and 
W Ad 1944, the Conwnifhte had recoiffiMijdet1 thitt invoice value should 
be aceepted as the basiS for calculating excise duty allowing a standard 
dedudioD lOwirds post-manufadnring exponses, with provision to live 
deterrent punishment to those Iou!td inclulging in under invoicing. The 
Committee bad also suggested preference to be given to "specific do1y" 
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CtVer "ad valorem" duties of minimise disputes. The Ministry have not 
,accepted these recommendations and have advanced certain reasons in 
.support of their view. 

1.41. The Committee are uoable to accept the Ministry's views. The 
Committee reiterate that invoice value should form the basis for calculating 
excise duty with adequate safeguards against misuse and the system of 
specific duty should be adopted in preference over ad valorem duty in more 
and more cases. An intelf8ted approach of this type won!d enable the 
Government to collect excise duty promptly without getting involved in 
protracted disputes with the assessee~ arrive at more accurate budgetary 
forecasts and nrinilnise areas of administrative discretioos. 

Exempfious 
RecollUlleDdation No. ~3-(Paras 3.US & 3.126) 

1.42. The Committee noted that the power to authoris~ exemptions 
from excise duty is vested With- the Central Government under Central 
Excise Rules, 1944. They also noted that all exemption notifications 
issued in the exercise of this power are laid before Parliament soon after 
they are issued together with explanatory memoranda which give the back-
ground of exemptions. The Committee feIt that "this power of granting 
exemption an relief in excise was liable to be abused. Armed with this 
power, the Finance Ministry may tend to be lax in formulating Budget 
proposalll, thinking that mistakes, if any, would be rectified later on 
by notifications." The Committee also opined that it would be ideal if 
exemptions or relief considered necesliary during the course of the year 
were to be stayed till the next budget. However, the Committee felt 
that if at. all necessary, Government should exercise this power very sparing-
ly and in extreme cases only. The Committee also desired that the noti-
fications of exemption should be subject to modification or annulment by 
Parliament within a stipulated period and a suitable provision to this effect 
should be made in the parent Ad. In this connection, the Committee 
drew the attention 0f the Government to para 1.38 of 68th Report (March, 
1978) of the Public Accounts Committee in which they had recommended 
specific measures against abuse of duty exemptions and reiterated their 
('arlier recommendations to have some Parliamentary control over exemp-
tions on the following lines :-

(i) All exemption involving a revenue effect of Rs. 1 crores -and 
more in each individual case should be given only with 
the prior approval of the Parliament. 

(ii) The Financial implicaiioD$ of all exemption notifications in 
operation should be orought specifically to the notice of Parlia-
ment by, Government at the time of presentation of the Budget. 

The Committee desired that action in pursuance of these recommenda-
tions should be taken without delay. 

1.43. In their action taken reply the Ministry have stated that "the 
presumption made by the Committee that 'the power of granting exemption 
and relief in excise is liable to be abused' and that armed with this power, 



12 

the Finance Ministry may tend to be lax in formulating Budget proposals, 
thinking that ~takes, if any, would be rectified later on by notifications", 
is not correct. The power ~o grant exemption from duty is not and has 
never been ex~~cised ill an arbitrary manner. Every exemption is granted 
only after detaile<,t examination' and careful consideration at various levels, 
of the requirements of public interest and it is only in deserving cases 
where the grant of exemption becomes a 'inust', in public interest that 
iuch duty concession is allowed. Every concession under Rule 8(1) of 
Central lixcjse Rules, 1944 is granted only after obtaining the approval of 
the Minister. 

"Major exemptions are generally granted at the time of Budget. But 
it is not always possible to postpone such reliefs till Budget if circumstances 
warrant immediate action in public interest. In such cases, exemptions 
have to be and are given even, if the relief proposed is substantial·" 

"As desire~by the Committee, a suitable provision is being made in the 
draft Central Excise Bill, providing for modification/annulment by Parlia-
ment, all exemptions granted by the Government." 

1.44. Regarding the recommendation of the Public Accounts Committe~ 
the Ministry have stated that their recommendation "was re-examined by 
the Government recently, but it was found not possible to accept the re-
commendation and the Committee we.re informed accordingly." 

1.45. The ·Committee are glad to note that as recommended by them 
a suitable provision is being made in the draft Central Excise Bill providing 
for modification/annulment by Parliament of all exemptions from excise duty 
lI'anted by tbe Government muler· Central Excise Rules. 

Revision in Classification 
RecommenCJatioo No. 40 (para 5.25) 

1.46· The Committee were of the view that the present system of raising 
less charged demands and payment of refunds due to revision in classification 
was unsatisfactory. The Committee tOQk note of the peculiar features of 
the Central Excise duties namely, (i) exciSe duty is a tax which is ulti-
mately paid by the consumer; (ii) where the duty"i,s under-assessed originally 
and less charged demands are raised, it is not possible for the manu-
facturers to recover the duty from the consumer; (iii) in cases of initial 
over-assessment of duty, the benefit of refund cannot be passed on to the 
cO'Il,Sumers, thus allowing fortuitous benefit to be retained by the assessees. 
The Committee also took note of the view expressed by the Indirect Taxa-
tion Enquiry Committee 1978 (Jha Committee) that except in some special 
circumstances, a change in classification of a product re.suIting in higher 
rate of duty should have a prospective effect. The Committee recommended 
that the revision in classification should never operate retrospectively; it 
should always operate prospectively. 

1.47. In their reply, (Nov. 1979) the Ministry have explained that 
the revision of an approved classification list is necessary in the following 
situations :-

(i) Change in the tariff description/classification and/or rate of 
Basic Excise duty. 
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(li) Levy/abolition/modification of special, additional, ::tuxiliary or 
regulitory duties of exci,se or cess. 

(iii) Change in assessment as a result of a decision in appealj 
revision. . 

(iv) Change in assessment as a result of a court's judgement. 

(v) Change in asse~sment due to a Tariff Advise issued by the 
Board. 

(iv) Change in assessment on account of an audit objection. 

(vii) Mis-<ieclaration/supression of facts on the part of the assessee, 

(viii) Approved classification list being found to be wrong by the 
Department. 

1.48. Where the revision is necessary for the reasons mentioned at (i) 
and (ii) above, the revised classification list is effective from the dated on 
which the change comes into force, in terms of rule 9A of the Central 
Excise Rules. 

1.49. Revision of an approved classification list as a result of the re-
sons at (iii) and (iv) above is effective in terms of the decision/judgement 
concerned. 

1.50. Where the revision is due to the reasons at (v) to (viii) above, 
consequential refund or demand of differential duty is governed in terms 
of rule 10 and 11 of the Central Excise Rules, 1944 and retrospective 
effect to the revision of classification list is given to the extent of the period 
specified in these rules. 

1.51. Where a mistake in approving the Classification list in an indi-
vidual case has been noticed jt would not be desirable to stop the Govern-
ment from rectifying that error and recovering the duty. Provisions for 
revising such tax liability are contained in other taxation laws also. 

1.52. However, where there has bet;n a uniform -or nevcr uniform prac-
tice of assessment throughout the country ancf ffie classification list is revised 
resulting in change in such practice, a provision has been lately made in 
section 11 C of the Cenfral Excise and Salt Act, 1944, for not ~ecovering 
the duty short-levied, wnich thus gives~ only prospective effect to the 
revision. 

1.53. The Committee bave considered the GovernJDent's reply. They 
feel that except where change in classification is nece..4ISifated on account of 
factors- beyo~ the Government's confl'ol, e.g., court judgement, or due to 
forge!'Y, fraud or collusion on the part of aSsessee, revision in classifica-
tion should not &ave rett'ospective effect. They would therefore like to 
reiterate their recommendation. 
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Arrears of Excise Duty 
Recommendation No. 41 (para 5.38) 

1.54. The Committee noted that the arrears of excise duty had increas-
ed from Rs. 78 crores as on 31st March, 1974 to Rs. 154.67 crores as on 
31-3-1978. The Committee also noted that out of Rs. 154.67 crores of 
central excise arrears as on 31-3-1978, the major portion viz., Rs. 111.09 
crores (nearly 72 per cent) was accounted for by disputed demands and 
recoveries in such cases were not possible till the appeals, revision petitions 
or court cases were decided by competent authorities. With a view to 
expediting the recovery of excise dues in disputed demand<;, the Committee 
recommended that before filing appeal revi§iQIl. application. the assessees 
should be given one of the two options, (1) he mav~ither pay duty claimed 
by the Department first before filing appeal, revision application etc. anJ 
in case he wins the appeal etc. he may get back the amount with interest; 
(2) he may file an appeal etc. without payment of the amount of duty in 
dispute ana in case he loses, he may be lia6re to pay duty with interest 
thereon. 

1.55. The Ministry i!1 their reply (November, 1979) stated that payment 
of interest either by the Department or the appellant may lead to increase 
in arrears of revenue. This is because the Government rate of interest 
is ipvarlably much lower than that ourrent in the market for loans ad-
vanced by financial institutions and private parties. That being so, no 
a"ppellant would like to pay his dues before, filing an appeal. because he 
can retain the amount at a jpuch lower- rate of interest than that at which 
he would have to borrow money from the market. Moveover, making 
such a provision in the law will confer a rj.ght on the appellant not to pay 
his-dues thus hampering the Department from enforcing recoveries till he 
had exhausted all the remedies available to him. 

1.56. The Ministry also informed the Committee (October, 1980) that 
as part of the Finance (No.2) Act, 1980, a provision has been made for 
incorporating a new section, viz. section 35F (-given below) in the Central 
Excises and Salt Act, 1944, which provides f91' prior deposit of duty or 
penalty pending appeal--except in extenuating circumstances. This new 
section is likely to be brought into force along with the setting up of the 
Customs, Excise and 90ld (Control) Tribunal and is expected to discourage 
frivolous and dilatory appeals and help in expediting recovery of excise 
dues. 

"Where in any appeal under this Chapter, the decision or order ap-
pealed a~ainst relates to any duty demanded in respect of 
goods which are not under the control of central excise authori-
ties or any -Eenalty levied under this Act, th;! person desirous 
of appealing against such decision or order. sh!JII, pending 
the appeal, deposit with the adjudicating authority the duty 
demanded or the penalty levied; 

"Provided that where in any particular case, the Collector (Appeals) 
or the Appellate Tribunal is of opinion that the deposit of 



15 

duty demanded or penalty levied would cause undue hardship 
to such person, the Collector (Appeals) or, as the case may 
be, the Appellate Tribunal, may dispense with such deposit 
subject to such conditions as he or it may deem fit to impose 
so. as to safeguard the interests of revenue." 

1.57 The Committee note that as part of the Fmance (No.2) Act, 
1980, a provision has been made for incorporadng a neW' section, viz. sec-
tion 35F in the Central Excise and Salt Act, 1944, which provides for 
prior deposit of duty or penalty pending appeal in cases where the goods 
are not under the control of Central Excise authorities except in extenuat-
ing circwru;tances. This new section in the opinion of the Ministry, is 
expected to discourBlt frivolous and dilatory appeals and help in expedit-
Dig recovery of excise dues. The Committee, however, feel that in case 
an assessee pays the amount of duty claimed by the Department before 
filing appeal etc. and he wins the appeal, he inay get back the alllOunt 
with interest. Where the Appellate authOrity decides to dispense witb 
the pre-payment of duty/penalty, the assessee, in case he loses appeal etc. 
should be required to pay the amount of duty/penalty witb interest thereon. 

Power to Arrest 

Rcctlmmendation No. 54 (paras 7.62 and '.63) 

1.58 Th~ C'-Jmmittee noted that the powers to arre~t ,I person other 
than owner or manager of a factory have been delegated to Insp,;:ctors 
(who are non-gazetted officers) whereas the power to summon someon<: 
for {'vidence or enquiry have been delegated to an officer of a higher rank, 
viz., superintendent (a gazetted officer). The Committee were informed by 
the Ministry of Finance that no review of the exercise of these powers had 
been made by the Government. According to the representatives of the 
Industry, the excise officers particularly at the field level, often harassed 
the assessees. The Central Board, however, contended that no case of 
misusc of these powers have come to their notice. The Committee reco-
mmended that the delegation of power of arrest made over two decades ago 
to lower level officers, should be reviewed in the light of experience and 
requirements of the changed situation. They felt that powers of arrest 
should be delegated only to responsible officers who would not misuse or 
even threaten to misuse these powers. 

1.59 In their reply, (Nov. 1979) the Ministry have stated that the 
delegation of powers of arrest has been reviewed but for the following 
reasons it was decided not to disturb the status quO :-

(i) In other sister department .. , the powers of arrest are exercised 
bv the officer of rank equivalent to that of an Inspector of 
Central Excise. 

(ii) No specific instance of abuse or misuse of these powers 
has come to light. 
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(iii) Adequate measures also exist to prevent the abuse of powerS 
of arrest, namely :-

(a) The procedure prescribed in the Criminal Procedure Code 
is to ~ followed in respect of arrest of a person by the 
Central Excise Inspector; 

(b) The person arrested has to be produced without delay 
either to the nearest Central Excise Officer empowered to 
send the person so arrested to a Magistrate or to the 
officer-incharge of the nearest Police Station. The Central 
Excise Officer before whom the arrested person is pro-
duced has to enquire into the charges and if he finds 
that there is no sufficient evidence of reasonable suspicion 
he can release the person on his executing a bond to 
appear before a Magistrate; 

(c) A Central Excise Inspector can be punished for vexatious 
arrest under section 22 of the Central Excises and Salt 
Act, 1944 and the Conduct Rules; 

(d) Powers of the Inspec~or have been restricted in case of 
an owner or a manager of a factory, who can be arrested 
only with the written consent of the Assistant Collector. 

1.60 The Committee are not convinced by the reasons advanced by the 
Ministry in support of maintaining status-quo regarding the exercise of 
powers of arrest by a'Jl Inspector of Central Excise. They feel that the 
arrest of a person {or violation of eXlCise law is too serious a matter to be 
left to be decided by non-gazetted officers. The Committee reiterate that 
tbis pO\1l'!r should be delegated only to responsible officers. 

Cost of Collection of Excise Duty 

Recommendation No. 67 (paras 8.55 aDd 8.56) 

1.61 The Committee noted that the cost of collection of excise duty 
had progressively come down from 1.07 per cent in 1967-68 to 0.72 
per cent in 1976-77. Although the cost of collection in terms 
of perentage had come down, the actual expenditure on staff etc. had 
increased 2t times from Rs. 12.28 crores in 1967-68 to 
Rs. 30.40 crores in 1976-77. During the same period, the amount of 
revenue increas~d from Rs. 1148 crores to Rs. 4221 crores. It was thus 
evident that the reduction in cost of collection in terms of ratio to the 
revenue collected was more on account of increase in earnings than on 
account of economy in expenditure. The Committee were infflrmed that 
the rise in cost of collection in absolute terms was due to (i) the increase 
in the emoluments of staff from time to time; (ii) the increase in staff 
strength from 29476 as on 1-1-1968 to 39,234 as on 1-1-1977 (above 
33 per cent increase); (iii) the increase in the number of commodities 
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covered by excise from 69 in 1967-68 to 132 in 1976-77 and (iv) increase 
in the number of licensed units from 09,492 in 1968-69 to 1,51.065 in 
1976-77 representing h 6_8 per cent increase. 

1.62 In the absence of any cOlllprehensive study of the staff strength 
and their deployment, the Committee felt, they were not in a position to 
judge whether an increase of nearly 10,000 employees over a period of 
9 years (1968-77) was justified even though there had been considerable 
expansion in the excise net-work. The Committee felt that the organi-
sational structure. staff strength and the deployment of staff at the head-
quarters and in the field units responsible for collection of central excise 
and other related matters should be studied comprehensively by an inde-
pendent body of experts to be appointed in consultation with the Depart-
ment of Administrative Reforms and the Staff Inspection Unit of the 
Ministry of Finance and the Central Board of Excise and Customs should 
review the position in the light of their report. 

1.63 In their reply, Nov. 1979 the Ministry have stated that most of 
the increase in the number of excise staff was for purposes of anti-
smuggling and other work connected with customs, though it was sane-
tioned .in the Central Excise organisations. It may not, according to the 
Ministry, be correct to state that there has been during these years, a 
disproportionate expansion in the staff dealing exclusively with Central 
excise work. Having regard to the reco~mendations of the Estimates 
Committee. Government have decided to undertake a selectiv~ study of 
important aspects of Central Exceise work, such as the procedures for 
filing and approval of classification and price lists. 

1.64 While noting the deci~on of Government to undert.akc a seledijve 
stud~' of important aspects of the Cenfral Excise work ~h as filing and 
and approval of classification and price lists, ffie Committee regret.to observe 
that the Ministry have e"f8ded the real Issae, viz., the need for a compre-
hensive study of staff strength and their deployment. In view of an in-
crease of nearly 10,000 employees in the excise Deptt. over a period of 
9 years, the Committee feel thai it is pecess2!'Y to undertake a oolllfJl'ebenBive 
study of the staff strength, their deploJDent aod allied matters by an indepen-
dent body of exp~~ to be appointed in consultation with tbe Deptt. of 
Administrative Reforms and Staff Inspection Unit of the Ministry of Finance. 
The Committee r('iterate tbeir reconnnendation. 

Facility to make Payments by cheque 

Recommendation No. 69 (paras @.68-8.71) 

1.65 The Comonttee noted that prior to the introduction of the 
scheme of the Departmentalisation of Accounts, an assessee coming under 
the scheme of Self-Removal Procedure could pay CC!ltral excise duty by 
issuing a cheque and forwarding it under Registered Post (Acknowledge-
ment Due) and take credit for it from the date of despatch. With the 
introduction of the Scheme of Departmentalisation of accounts :6rom 
1-4-1977 this system was withdrawn and the assessees are now required 
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to . deposit the dues in any of the nominated branches of the Public Sector 
Banks whose number was reported to be around 10,000. 

1.66 The Ministry adduced two main reasons for withdrawing the 
facility for making payments by cheque First if permission to pay duty 
by cheques is allowed, it will result in financial accommodation to the 
assessees rainging upto 15 days insome cases till the cheque is encashed. 
This would be counter to the basic concept of Excis Law that excisable 
goods shall not be removed without payment of due duty-Secondly the 
cheque facility was "widely abused". During the five years from 1972-73 
to 1976-77, on 1487 occasions the cheque are stated to have bounced 
back, and in such cases penal action was taken taking into account the 
circumstances and merits of each case. 

1.67 The Committee did not find anything new in the arguments 
advanced by the Ministry in support of withdrawal of cheque facility. 
They felt that if these factors did not discourage the Government from 
giving the cheque faci1i:ty before 1~'-1977. there was no reason to give 
them too much importance just because departmental procedure relating 
to accounts had undergone a change. According to the Committe'::, it was 
unreasonable to expect assessees to carry bagfuls of cash for deposit in 
the banks in the modern age when payment through cheque is the order of 
the day. They suggested that the Government should reconsider the payment 
procedure and introduce the cheque· facility for payment of excise duty 
with suitable safeguards against bouncing of cheques and abuse of this 
facility. 1hey also desired that the assessees who were found to have 
abused this facility deliberately should be strongly dealt with. 

1.68 In their leply, (Nov. 1979) the Ministry have stated that "the 
recommendation made by the Estimates Committee regarding re-introduc-
tion of the Special Cheque Facility for payment of duty has been carefully 
considered and it is felt that the rec9mmendation cannot be accepted 
inter alia for the following reasons :-

(i) With the introduction of the scheme of Departmentalisation of 
Accounts the collection points have increased to such an 
~xteT.t that the Special Cheque facility cannot be considered 
any longer necessary. 

(ii) The re-introduction of the Special Cheque facility will be in-
consistant with the scheme of Departmentalisation of Accounts 
which stipulat6S payment of duty pnto 'a porninated Bank 
under T.R. 6 (Under the Special Cheque facility payment was 
being made to the CAO). The facility cannot be introduced 
without a major change in the very scheme of Departmentalisa-
tion of Accounts. 

(iii) Since the credit in the Account Current can be taken by an 
assessee immediately on despatch of the cheque under the 
Special Cheque facility, but the amount can be realised and 
actually credited in the Government account only after 
some time, difficulties in accounting and reconciling the 
credit entries are bound to be created. 
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(iv) Under the Special Cheque system, the assessee gets a kind of 
"overdraft" facility till the time of encashment of his cheque. 
Such financial accommodation is irregular and should be more 
appropriately looked after by the financial institutions/banks, 
than by the Central Excise Department which is basically a 
revenue collecting agency and not a financial institution 

(v) Under the law, excise duty has to be paid before removal of 
excisable goods from the place of manufacture or production. 
Since there is always a few days' gap between the time of 
despatch Qf a ('special') cheque and its encashment, goods 
removed during the intervening period will not be complying 
with the legal requirement of having discharged the duty 
liability before removal. The cheque facility will thus be in-
consistent with the basic concept of excise duty collection. 

(vi) When the Special Cheque facility was in operation, (disturbingly), 
a number of cases of "bouncing" of cheques had come to 
light. During the period of five years prior to 1-4-17 as many 
as 1487 such cases had been reported. 

(vii) It had also been noticed that an assessee at times would 
deliberately "stall" the encashment of his cheque till he had 
sufficient funds in his account to cowr it. (However, providing 
this is difficult on account of the fact that under the Banking 
Laws the transactions between the Banks and their clients 
are of a "Previleged nature" and not divulgible) 

(viii) The Comptroller and Auditor General (C&AG) had pointed 
out a number of instances where the cheque facility had been 
misused by the assessees. 

(ix) Durin.g the Bank strike in December, 1978 and January, 
1979, the Special cheque facility had to be temporarily allowed. 
It was observed that the realisation of the cheques took normally 
more than a month and in some cases even more. 

(x) Even under the present scheme of departmentalisation of 
Accounts payment under TR. 6 Challan can be made through 
a cheque. Assessee need not carry cash for deposit in the Bank. 

1.69 The Committee are not convinced by the arguments adv8lljted in 
justification of withdrawal of cheque falcility for payment of excise duty. 
In "jew of th«: hardship which the assessees experience in making pa)'lnent 
by cash, the Committee reiterate that the assessees should be allowed the 
facility of making payments by cheque with suitable safeguards to ensure 
prompt en'tashment .of cheques and to prevent misuse of this facility. 

1..70 The Committee would like to emphasise that they attach the 
greatest impodance to the implementation of the .recommend:.tions accepted 
by Gov£rnment. They would, therefore, urge that Government should keep 
a close watch so as fo ensure expeditious implementation of the recommen-
clntions accepted by them. In cases where it is not possible to implement 
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the recommenations in letter and spirit for any reason, the matter shoold be 
reported to the Committee in time with reasons for non-implementation. 

1.71 The Committee regret to note that, even though more than two 
years have elapsed, the Ministry have not so far been able to take final 
dccisioos on 10 rocommendations and only replies of interim nature have 
been sent in respect of them. All these recommendations have been 
included in Chapter " of the Report. T. Committee desire tbat final 
replies in respect of .hese recommendations may be furnished to the Com-
mittee within six months. 



CHAPTER II 

RECOMMENDATION THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

Recommendation No. 4 (para 1.54) 

"The Committee note that at present industry has to pay Central Excise 
duty under different heads i.e. basic excise duty, additional excise duty, 
special excise duty, cess etc. For tlLs purpose, assessees are required to 
IDlllintain separate account for each levy, which reults in extra work and 
inconvenience to the assessees. According to the Ministry of Finance, 
different duties are levied under different enactments and proceeds thereof 
are to be distributed under different formulae and it may not be practicable 
to consolidate them for the purpose of payment of duty. The Committee are 
informed that in case of certain items like cotton fabrics, cigars and 
cheroots; however, a single rate of duty has been fixed combining basic ex-
cise duty and additional excise duty and the amount collected is apportioned 
in a particular ratio, for the purpose of determining the share of the States. 
The Committee feel that the calculation of duties under various heads or 
detennination of the share of the States is a matter of accounting and the 
job of the Department. The Committee desire that as promised by Finance 
Secretary this matter should be examined expeditiously and a system of 
levying a consolidated rate of duty like the one in vogu~ in the case 
cotton fabrics, cigars and cheroots be introduced in respect of oiher items 
also for the convenience of assessees. 

Action Taken 

In the context of self-removal procedure and given the present system of 
accounting of receipts, the adoption of a system under which an assessee 
would pay one consolidated amount and maintain account thereof would 
present considerable administrative difficulties. Besides. in the case {)f 
cesses. in view of their non-shareable nature and the need to ear-mark 
their proceeds for specific purposes, it may not be possible to build them 
into a consolidated rate. In some cases (e.g., cotton fabrics), it would 
be difficult to arrive at a consolidated rate including the cess pay"ble, 
since the cess is on a specific rate, while excise duty i;; on an ad valore.»1 
basis. 

2. The Government. however, proposes to take the following steps for the 
convenience of the asses sees :-

(a) In respect of goods which are subject to only two types of duties. 
namely, basic and special excise duty, consolidated booking of 
the two types of duty would be adopted. As regards merging 
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the two duties and having only one rate, the matter would be 
examined separately and given effect to at the appropriate 
t.ime. 

(b) Of the commodities subject to additional excise duty in lieu of 
j.:ules-tax, presently, manufactured tobacco and cotton fabrics are 
subject to a consolidated rate as between basic and additional 
duty of excise. A consolidated rate of duty on the above 
lines would be considered in respect of sugar, woollen fabrics and 
man-made fabr:cs falling under sub-items (2) and (3) of Hem 
22 CET (man-made fabrics). As regards sub-item (1) of 
Item 22 CET, no such consolidation would be needed since 
only additional excise duty is leviable thereon. Along with (a) 
above, tQe adoption of a consolidated rate for the 3 items 
mentioned earlier would mean elimination of accounting 
of more than one type of duty in respect of all items subject 
to basic excise duty, special excise duty, as well a:; additional 
f!xcise duty in lieu of sales-tax. 

3. As regards additional excise duty on textiles and textile articles as well 
as cesses including handloom cess, which are levied for specific purposes and 
whose proceeds are non-shareable, it is proposed to continue the present 
accounting arrangments. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8--11-1979] 

Recommendation No. S (Paras 2.1~2.17) 

In order to discharge his duty I:ability, each assessee has a right to know 
what is being taxed, quantum of tax he is to pay, when he has to discharge 
the liability and how he has to discharge the liability. For this purpose it 
is necessary that the copies of all notifications issued by the Ministry in 
pursuance of the provis:ons of the Central Excise and Salt Act, 1944 and 
Central Excise Rules are made available to assessees promptly. It has been 
represented to the Committee by a large number of organisations that at 
present considerable difficulty is being experienced by the Central Excise 
asses sees in getting copies of the Central Excise notifications issued by the 
Ministry. 

Almost all leading chambers to whom the copies of the notifications 
were reportedly being sent by the Central Board of Excise and Customs have 
complained of delay in receipt of notifications and trade notices. The Finance 
secretary has admitted that there have been some cases of delay. The 
Committee feel that the delay is being caused as the existing Administrative 
machinery, which was set up to cater for the needs of smaller trading 
community, is not able to cope with the present demand. The problem in 
the case of small and individual assessees would be even more acute. 

The Committee note th~t the Government propose to set up a separate 
Directorate of Publications to publish excise notifications and other excise 
docl:ments and supply them direct to field formations and give them 
necessary publicity. In view of the wide-spread demand for prompt sl."ply 
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of excise notifications, the Committee strongly urge that the proposal for the 
seperate Directorate, which is repored to have already been acepted in 
principle, should, be given a concrete shape without delay and the Directorate 
set up at the earliest to bridge the communication gap between the Govern-
ment and thi! assessees. The Committee suggest that after the Directorate 
of Publicity is established all the assessees etc. who desire to bl! on the 
mailing list for supply of excise notifications should be registered with the 
Central Board and as and when notifications regarding excise duty are 
issued, the Central Board should directly mail the notifications and the cen-
trally drafted trade notices to the concerned assessees wihout delay. For this 
purpose, the Central Board should maintain item-wise lists of assessees to 
avoid delay in despatch of notifications to the assessees concerned without 
difficulty. 

Reply of Govenuneat 

The Directorate of Publications has already been set up vide the 
Department of Revenue's letter F. No. A 11013139178-Ad. IV dated 
21"5-1979. The Directorate will collect all the material which needs to be 
published, edit it and arrange for its publication and despatch not only to all 
the field formations but also to the members of the Public and Trade, who 
get themseives registered with the Directorate for this purpose. The 
recoDlmendafj,)ns contained in these paras, therefore, stand accepted. 

[Min of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 6 (para 2.18) 

The Central Board should also make arrangements to mail the .noti-
fication'i, dep~rtmental instructions etc. direct to the fielci formations as 
well in order to keep the field staff posted with the latest information con-
currently and thus enable them to give proper guidance to the assessees 
and make correct assessment of duty. 

Reply of Government 

'the Directorate of Publications has already been set up vide the 
Revenue Department's letter F. No. A l1013/39/78-Ad. IV dated 
21-5-79. The Directorate will collect all the material whkh needs to be 
published, edit it and arrange for its publication and despatch not only to 
all the field formations but also to the members of the Public and Trade, 
who get themselves registered with the Directorate of this purpas\! on 
payment of such charges, as may be prescribed from time to time. The 
recommendation contained in this para, therefore, stands accepted. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-! 979] 

Recommendation No. 8 (para 2.20) 

The Committee are glad to know that the proposed Directorate of 
Publications would also bring out a fortnigthly or monthly journal con-
taining all relevant Notifications issued by the Union Ministry of Finance, 
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Tari1I Advices, decision taken at Tariff Conferences, decision of the Appel-
late authorities on important matters. This is a welcome decision as it 
would meet a long felt need of the trade and industry to have all useful 
information about excise duty at one place ar re~lar intervals. 

Reply of Gover'Dment 

In the charter of duties assigned to the newly set up Directorate of 
Publications, it has been specifically provided that this Division will issue 
the Customs and Central Excise Tariffs etc. and also update the Customs 
and Central Excise manuals, commodity supplements etc. and issue 
monthly bulletins for the use of field staff and others. The Committee's 
recommendation has, thus, been accepted for implementation. 

[Min. of Finance D.O. No. 302/2j79-CX-9 dt. 8-11-1979] 

Recommendaltion No. 9 (para 2.21) 

The Committee regret to note that Central Excise Manual contalDlDg 
excise laws and rules is not revised in time not published regularly. The 
copy of the Manual supplied to the Committee in 1978 was published 
almost 2 years ago. They recommend that the Central Excise Manual 
should be revised and published annually immediately after budget and 
made available to public without delay. 

Action Taken Note 

The Central Excise Tariff ~ts revised on account of the changes in 
the Budget annually but the Central Excise Manual does not become 
out-dated so often so as to merit annual publication. 

The Central Excise Manual contains, (i) Central Excise and Salt 
Act, 1944, (ii) the Central Excise Rules, 1944, (iii) List of Central Excise 
Forms, (iv) Specimens of Central Excise Forms, (v) Extract of allied 
Acts. The changes taking place in the Central Excise and Salt Act and 
Rules would not call for annual re-issue of the Central Excise Manual. 
Steps would, however, be ,taken to ensure that adequate numbers of Central 
Excise Manual are printed and published periodically, and correction slips 
issued to keep them up-to-date. 

The Central Excise Tariff is being published annually after the Budget. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 10 (para 2.22) 

The Committee desire that the Directorate of Publications should be 
so planned, organised and run that it becomes self-financing at the 
earliest. 



25 

. ,Reply of Govenunent 

The recommendation of the Committee has been accepted. 
[Min. of Finance D.O. No. 302/2/79-CX--9 dt. 8-11-19791 

Rerommendation No. 13 (para 2.49) 

The Committee are informed that if disputes in regard to interpretafton 
do not get resolved by direct discussion between the assessing officers or 
collectors concerned, the matter is reported to the Board for advice and 
in important cases, it is discussed at Tariff Conference and the decision 
taken there at is circulated for general guidance. This procedure, as it is 
on paper, might not appear faulty but where it appears to go wrong is 
in the matter of time-frame. The Committee feel that each collector shoilld 
keep himself acquainted concurrently with the interpretations of excise. 
laws not only in his own collectorate, where, in case of any divergence of 
interpretation he should act forthwith to set the matters right, but also 
in other collect orates. 

Action Taken 

The Recommendation made by the Committee has been accepted and 
instructions issued under F. No. 202/23/79-CX. 6 dated 22-9-1979 to 
all Collectors. 

[Min. of Fmance D.O. No. 302/2j79-CX-9 dt,. 8-11-1979] 

Recommendation No. 14 (Para 2.50) 

The Comm~ttee would like that for each subsequent, state, i.e. inter-
collectorate discussion, Board and Tariff Conference, a clear time limit 
may be fixed to deal with the problem conclusively so as to provide that 
no such case is left undecided for mOJ.:e than six months. Unless, a sense 
of urgency is imparted at each stage to resolve differences in interpretation, 
the Committee see no hope of relief to the ,asses sees and better tax 
administration. 

Action Taken 

The recommend!ltion has been accepted. The process of 'decidingclassi~ 
fication problem starting from the date of circulation of the brief and 
ending with the issue of the Tariff Advice should normally not take more 
than six months. Since even this period appears to be on the longish side, 
every effort will be made to to reduce this periOd to three to four months 
at the most. 

[Min. of Finance D.O. NQ. 302/2/79-CX-9 dt. 8-11-1979] 
29 LSS/8G-3 
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RecoDlmendation No. 15 (para %.51) 

The Committee are informed that Tarit! Conference held every quartt:r 
to discuss problems relating to interpretation of excise tarit! are attended 
by the Collectors concerned, Chief Chemist, Director of Audit, an officer 
of the D.G.T.D. and presided over by the Member (Central Excise) of 
the Central Board. The Committee suggest that, as desired by the industry 
and agreed to in principle by the Central Board, the representatives of the 
industries concerned should also be invited to place their views on 
disputed interpretation~ of excise tariff at the Tariff Conference befere a 
decision is taken in the matter. They would like this practice to be 
introduced at the earliest. Participation by representatives of the industries 
concerned at discussion stage will go a long way in infusing a sense of 
participation and convincing them of fairness of the decision that may 
ultimately be taken. 

Action Take_ 

It was felt that the presence of a representative of the Industry in a 
Tarit! Conference is likely to entail difficulties for the following reasons :-

(a) There may be disputes as to the genuineness of the represen-
tative of a particular Industry; 

(b) The representative of the Industry may try and even insist 
on his view point being accepted; 

( c) 1b.e stiff opposition from the representative of the Industry 
against a particular view on classification will entail further 
examination in consultation with other technical agencies, out-
side institutions or the authorities which the representative of 
the Industry may cite in support of his point of view even 
though such further examination may not be necessary in 
view of the presence of the departmental technical experts 
from the office of the Chief Chemist, D.G.T.D., Textile Com-
missioner, etc., and 

(d) Adpption of such a procedure as obligatory will give the 
discussions the character of a personal hearing, and give rise 
to legal problems. 

The recommendation (in paragraph 2.51) for associating a representa-
tive of the Trade or Industry with the deliberation of a Tariff Conference 
is not, therefore, fully acceptable, but their view will be incorporated in 
the briefs circulated to the Conference. Further if necessary, before decid-
ing the matter, a representative of the industry will be specifically invited to 
the Conference. 

[Min. of Fmance D.O. No. 302/2/79-CX-9 dt. 8-11-19191 

Recommendations No. 16, 17 and 46 (paras %.5% to %.54, 6.38 to 6.39) 

The Committee note that the Indirect Taxation Enquiry Committee (Jha 
Committee) 1918 has recommended setting up of an All India Classification 
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Tribunal for disposing of disputes relating to classification. The Govern-
ment have not yet taken a final decision on the recommendations. A number 
of Chambers and associations of industries including small scale industries 
have supported this recommendation of the Jha Committee. 

The Committee need hardly emphasise that uniformity in interpretation 
and early decisions on classification are essential pre-requisites for fair and 
equitable levy of duty. One of the major short comings in the prestnt scheme 
of levy and collection of CfCntral Excise is the divergence in interpretation of 
excise tarifi and in the matter of classification and exisable products resulting 
in levy of different rates of duty on same or similar products of different 
collectorates. Considering all these aspects, the Committee endorse the recom-
menoation of the Jha Committee that an All India Classification Tribunal 
independent of the Ministry of Finance should be set up for d('aling with 
disputes relating to classification of exciseable products. 

In order that the assessees in far flung areas are not put to hardship in 
approaching the Tribunal and pursuing their cases, the Committee suggest 
that the Tribunal should also hold sittings at four regional headquarters to be 
designated by the Government as and when considered necessary to hear and 
dispose of cases arising in the various regions. 

A large number of organisations of the industry have represented to the 
Committee that under the present system of departmental appellate machi-
nery, the decisions given by the officers are revenue biased. They have 
suggested that independent appellate tribunal on the pattern of the Income 
tax Appellate Tribunal should be set up for dealing with disputes relating to 
Central Excise. In this regard, it is also noticed that a number of Expert 
Committees viz. Taxation Enquiry Commission (1953-54), Customs Reorga-
nisaticn Committee (1958), Central Excise Reorganisation Committee 
(1963), Working group of Administrative Reforms Commission (1968), 
the Central Excise (Self Removal Procedure) Review Committee (1975) 
and more recently the Indirect Taxation Enquiry Committee (Jha Com-
mittee) 1978 have also recommended setting up of appellate tribunal to 
adjudicate disputes relating to Excise and Customs. The Estimates Com-
mittee (Second Lok Sabha) also in their 49th Report had recommended 
that the feasibility of setting up a separate tribunal for dealing with Central 
Excise disputes should be considered. But, the Committee, note, the idea 
of independent appellate tribunal had not found favour with the Govern-
ment in the past though the matter, in the light of the Jha Committee's 
recommendation, is stated to be under consideration again. The system 
of appellate tribunal according to the Government has not prima 
facie been found suitable for commodity taxation. While deny-
ing the charge of bias in favour of revenue in the decisions of departmental 
appellate officers, the Ministry have stated that the existing appellate and 
revisionary authorities, function a quasi-judicial manner following the 
principle of natural justice and ensure that their decisions are independent. 
The Committee expect that the decisions of the Appellate Machinery should 
be objective and not subjected to any extraneous influenc-c. 

The Committee are unable to appreciate the Government's stand 
against the idea of an independent appellate tribunal for deciding ~xcise 
disputes. What surprises the Committee is that Government have Oecn 
disregarding expert opinion in this matter for nearly 25 years and have 
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been persisting in the departmental appellate machinery in' which the 
industry does not have full confidence. The Committee urge the Govern-
ment to reconsider their earlier stand in this regard and institute without 
further delay an independent appellate tribunal for setting disputes relattng 
to excise and customs on the lines of the Income-Tax Appellate Tribunal 
in deference to the near unanimous demand of the industry and of repeated, 
views of the Government appointed export bodies. 

Action Taken 
The recommendations of the Estimates Committee for the setting up 

of an All-India Classification Tribunal as suggested by the Jha Committee . 
and the setting up of an Appellate Tribunal for all Excise and Customs 
matters as has been recommended by several Committees have been consi-
dered together. A final view in the matter would, however, take some time 
since the establishment of a Tribunal is a major issue of policy· calling for 
legislation. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979J 

Further information asked for 
The Ministry have stated that "a final view regarding setting up of. 

the All India Classification Tribunal as suggested by the Jha Committee 
would take some time". The decision taken in the matter may please be 
intimated. -L.S.S.O.M. No. 20/2/EC/79, dated 2nd February, 1980 

Further Reply of the Government 

Government have since decided to set up an Appellate Tribunal to bear 
appeals (including appeals on classification) in respect of Customs, Central 
Excise and Gold Contril matters, and the necessary provisions have been' 
included in the Finance (No.2) Bill, 1980. 
[Ministry of Finance, Department of Revenue O.M. No. 302/2/79-CX. 9 
dated the 28th June, 1980] 

Comments of the Committee 
(Please see Para 1.29~haptl!r I) 

Recommendation No. 28 (p8l'8 3.78) 

The Committee also note that the number of prov!s;onal assessment 
pending fina!isatioD continues to be quite high in some collectorates viz. 
West Begal (999), Shillong (519), Chandigarh (422), Patna (368) and 
Bhubaoeswar (349). In fact these five Collectorates account for more 
than 50 per cent of the provisional assessments cases pending in all Collee-
torates. The Committee strongly recommend that the Board should devise, 
ways and means to ensure that all the pending provisional assessments are 
finalised by the Collectorates expeditiously. The Board should report to 
the Committee the results of these measures within six months. The Com-
mittee feel that in~tead of merely issuing genera! instructions to ColJectms 
for expediting finalisation of provisional assessments, the Central Board 
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should periodically ask for specific reports from Collectors concerned on 
the provisional assessments pending for over 3 months and take specific 
measures to finalise them without delay. 

Action Taken 

The recommendation made by the Estimates Committee In this para 
has been examined. 

2. A proper review of the pending cases by the Board may not be 
possible without calling for the relevant records. Calling for the records, 
will further delay disposal at the field level. That apart, it will be admini-
stratively d'fficult for the Board to undertake a proper review of the large 
number of cases pending in all the Collectorates. Consequently, it has 
been decided that the review a'l desired by the Committee wiJl he under 
taken but by the respective Colleclors. Further. cases which are pending 
for more than six months will have to be reponed to the Board with reasons 
for their pendency. 

A copy of the instruct;ons issued to the field formations in this regard 
is enclosed (not printed). 

This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8~11-1979] 

Further information asked for 

Please state the number of provisional assessments pending in each 
excise collectorate as on 30-6-80 (indicate period-wise) (1 year and above) 
6 months and below 3 months). 

L.S.S.O.M. No.20/2/ECj79 dated 19th July, 1980 
Further Reply of Government 

Collectorate wise information, as called for, is a .. under 

Provisional Assessments Col/ectoratewise pendin/! as on 3~1980 

Break up 
S. Collectorate Pending 
No. as on Less 3-6 6-12 

30-6-80 than months months 
One 
Year and 
above three 

months 

::!. 3 4 5 6 7 
-.--~ ---_._---- --- -----

1. Ahmedabad 59 20 5 10 24 
2. Al1ahabad 14 6 3 ::!. 3 
3. Bangalore 53 10 3 26 14 
4. Baroda 77 31 26 8 12 
5. Bhubaneswar 270 56 65 60 89 
6. Bombay-I. 64 6 12 9 37 

---------
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----_._---

2 3 4 5 6 7 

7. Bombay-II . 61 4 14 S 35 
8. Calcutta 39 2 3 14 20 
9. Chandigarh 25 6 6 7 6 

10. Cochin 94 16 23 23 32 
11. Delhi 60 25 14 11 10 
12. Goa. 8 1 7 
13. Guntur 293 71 75 41 106 
14. Hyderabad 21 4 8 4 5 
15. Indore M.P. 83 21 20 16 26 
16. Jaipur 8 3 5 
17. Kanpur 33 9 8 8 8 
18. Madras 157 47 21 29 60 
19. Madurai 28 4 3 7 14 
20. Meerut 36 16 4 8 8 
21. Nagpur 4 3 
22. Patna. 386 91 58 56 181 
23. Pune . 64 34 14 5 11 
2~. Shillong 900 246 199 179 276 
25. West Bengal 54 4 5 4 41 

Grand Total 2891 734 589 538 1030 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8'-11-1979] 

R~oDlDlendation S. No. 30 (paras 3.99-3.101) 

The Committee emphasise ~t the tariff values for each and every 
it.:m should be reviewed at regular but not too frequent intervals, prefera-
bly once a year as per the decision of Government taken in December, 
1967. so that neither the revenue nor the assessee should suffer because of 
increasc or tll'creasc in the prices of the items in question. 

The Committee were informed by the Government that in the case of 
sugl.r the tariff vdlues are reviewed and rc\'i!;ed, generally every month and 
for Othcr commudities, the tariff values are reviewed almost annually. 

The Committee have noticed that in some cases the time taken for 
revision was more than one year. For example, in the case of Electrical 
Stampings and Lamination there was a time gap of more than 2 years-
June, 1976 to November, 1978. According to the Ministry, the delay was 
mainly due either to late receipt of information from field formations, or 
time taken to change the description of items as a result of discovery of 
certain new facts, representations etc, The Committee are not happy over 
the delay in revi~iori of tariff values and would like the Government to take 
st':ps to avoid the recurrence of delays in such matters. 
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Action Taken 

At present there arc only seven commodities on tariff value. Government 
have already issued orders on the subject fixin& intervals for revision of 
Tariff values. 

The observ1tior in para (3.100) has b~cn mtell. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Ilecommendation No. 31 (para 3.102) 

The Con;un.ittee are of the view that there is force in the suggestion made 
by some representatives of industry that tariff values should be revised in 
consultation with the industry concerned. The Committee suggest that a 
suitable mechanism be evolved by Government to consult the representative 
body of the industry concerned before revising the tariff value of any item. 

Action Taken 

The recommendation made by the Committee has been a.ccepted in prin-
ciple. nus practice is already being followed in respect of sugar. A mech-
~mism for consulting the representative bodies in other cases where tarit! 
values are to be fixed or re-fixed could be worked out. . 

fMin. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 33 (pans 3.125, 3.126) 

The Committee note that the power to authorise exemptions from duty 
is vested with the Central Government under Central Excise Rules. 1944. 
They also note that all exemption notifications issued in the exercise of this 
power are laid before Parliament SOOn after they are issued together with 
explanatory memoranda which give the background of exemptions. This 
power of granting exemption and relief in excise is liable to be abused. 
Armed with this ?Ower, the Finance Ministry may tend to be tax in formu-
lating Budg~t proposals, thinking that mistakes, if any, would be rectified 
later on by notifications. It would be ideal if exemptions or relief consi-
dered necessary during the course of the year were to be stayed till the 
next budget. However. the Commi~tee feel that if at all necessary, Govern-
ment should exercise this power very sparinglv and in extreme cases only. 
The Committee would also like that the notifications of exemption should 
be subject to modification or annulment by Part:ament within a stipulated 
period and a suitable provision to this effe£t should be made in the parent 
Act. 

In this connection, the Committee would like to draw attention of the 
Government to Para 1.38 of 6·8th Report (March, 1978) of the Public 
Accounts Committee in which they have recommended specific measures 
against abuse of duty exemptions and reiterated their earlier recommenda-
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tion to have some Parliamentary control over exemptions On the following 
lines 

(i) All exemptions involving a revenue effect of Rs. 1 crore and 
more in each individual case should be given only with the 
prior approval of the Parliament. 

(ii) The Financial implications of all exemption notifications in 
operation should be brought specifically to the notice of Par-
liament by Government at the time of presentation of the Bud-
get. 

The Committee desire that action in pursuance of these recommendations 
sbould be taken without delay. 

Action Taken 
The presumption made by the Committee that 'the power of granting 

exemption and rel;ef in excise is liable to be abused' and that 'armed with 
this power, the Finance Ministry may tend to be tax in formulating Budget 
proposals, thinking that mistakes, if any, would be rectified later on by noti-
fications', is not correct. The power to grant exemption from duty is not 
and has never been exercised in an abritrary manner. Every exemption 
is granted only after detailed examination and careful considcr<Jtion 
at various levels, of the requirements. of public interest and it is only in 
deserving cases where the grant of exemption becomes a 'must', in public 
interest that such duty concession is allowed· Every concession l-.nder Rule 
8(1) of Central Excise Rules, 1944 is granted only after obtaining the 
approval of the Minister. 

Major exemptions are generally granted at the time of Budget. But it 
is not always possible to postpone such reliefs till Budget if circumstances 
warrant immediate action in public interest. In such cases, exemptions 
have to be and are given even, if the relief proposed is substantial. 

As desired by the Committee, a suitable provision is being made in 
the draft Central Excise Bill, providing for modification/annulment by 
Parliament, all exemptions granted by the Government. 

Similar recommendation contained in Para 1.38 of the 6Rth Report of 
the Public Accounts Committee was re-examined by the Government re-
cently, but it was found not possible to accept the recommendation and 
the Committee was infonned accordingly. A copy of the reply sent to the 
Comm:ttee vide this' Ministry's letter F. No. 234/46/78-CX-7 dated 24-1-79 
is enclosed. (Appendix-I) 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Comments of the Committee 
Please see para 1.47---Chapter I 

Recommendation No. 34 (para 3.127) 
The Committee also note that at present whenever any foreign mission 

In India imports any equipment like air-conditioning unit for its own use, 
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complete exemption is given to it. But similar equipment, if purchased 
indigenously is required to bear full excise duty. ThIs practice, needless 
to say, operates to the deteriment of indigenous industries as the foreign 
missions would obviously be induced to import such equipment from abroad 
rather than buy it from indigenous manufacturers. The Committee would 
like the Government to remove this anomaly at the earliest in order to 
encourage foreign missions to buy Indian made goods. 

Action Taken 
It may be stated that Notification No. 150/79-CE., dated 30-8-79 has 

already been issued granting exemption to air-conditioners, refrigerators 
and water coolers, falling under Item No. 29A of the First Schedule to the 
Central Excises and Salt Act, 1944 (1 of 1944), from the whole of the 
duty of excise leviable thereon, when suppl.ed to foreign diplomatic missions 
in India, subject to certain specified conditions:. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-1l-197~J 
Recommendation No. 36 (Paras 4.18 to 4.21) 

The Committee note that at present the Excise Control is maintained 
ever production through physical control and Self-Removal Procedure the 
letter now revised as Production Based Control, Clearance Based Control 
and Records Based Control. Physical control is exercised in respect of 
6 items only. The system of Self-Removal Procedure was inlroduced with 
effect from 1-6-1968. The essence of this system of self-assessment by the 
manufacturers themselves was to repose a large measure of trust and con-
fidence in them. According to the Ministry this procedure greally facilitated 
the working of the manufacturers, but it left some scope for evasion of duty. 
In view of this, the Central Excise Self-Removal Procedure (S.R.P.) Re-
view Committee was set up in 1971 to review the working of lh~ Sdr~Re­
moval Procedure. On the basis of the recommendations made bv this 
Review Committee, a system of selective control for levy and collection 
of duties made up of three procedures viz., Production Based Control. Cle-
arance Based Control and Record Based Control were introduced wirh effect 
from February, 197:8, March, 1976 and February, 1978 respecti\'c1y. 

Some leading organisation, of industry have rej>resented to the Com-
mlttee that the system of Production Ba~ed Control amounts to physical 
control and that under this system. the as,essees have been put to great 
hardship. A Member of Parliament also opined before the Committee 
that the system of Production Based Control was nothing but physical 
control with all the known ills except that the clearance of documl'nt" are 
permitted· to be signed by th~ manufacturer~. 

The Ministry have stated that they had not received :my complaint of 
representation from industry against the Production Based Control. This 
pattern of control on the other hand "may be found to be inconvenient by 
those manufacturers ""ho would like to re'lort to malpractices." The 
~inistry have also contended that a~ there was considerahle evasion. the 
system of Production Based Conlrol was iniroduced with certain amount of checks at various stages. but the frequency of the checks would not be 
of a harassing type. As regards undertaking a review of the Production 
Based Control system, the Ministry have felt that it WR9 too earlv to con-
duct a review. -
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The Committee agree that the excise control procedure should be such 
as gives no quarter to those assessees who resort to malpractices and evade 
duty. But in devising a suitable procedure, the Ministry should not only 
aim at preventing leakage of revenue but also ensure that it is not so 
cumbersome and oppressive as to cause harassment to honest tax payers. 

As the Production Based Control procedure is reportedly causing hard-
ship, it is just proper that the Ministry should go into the various aspects 
of this procedure and remove or suitably modify the irksome provisions of 
thi:; procedure wnich are not very essential or relevant to check evasion 
in consultation with the trade and industry. The Ministry should in fact 
keep the working of all the procedures under constant watCh with a view 
of plugging loopholes and removing pinpricks. 

Action Taken 

Paras 4.18 to 4.21 contain no recommendation but only observat:ons 
of the Comm:ttee. 

2. As recommended by the Committee in para 4.22 a study of all the 
aspects of the Production Based Control has been undertaken and no modi-
fication appears to be necessary to the scheme since "fue checks prescribed 
are the minimum necessary for plugging loopholes to prevent evasion.-
which objectives have also been stressed by the Committee. 

3. As regards the recommendation for keep:ng all procedures under 
constant watch, the recommendation has been noted for compliance. It 
may, however, stated that in fact the working of all the procedures is already 
being reviewed regularly. 

4. This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Reconunenclation No. 38 (para 5.24) 

The Committee note that in the normal case of short-levy of duty the 
Department may take action within six months to raise less charge demands 
but if a short levy is by the reason of fraud, collusion or in wilful mis-state-
ment or suppression of facts by the assesree, the period of limitation to take 
action to recover the amount stands extended to 5 years. A number of 
associations have represented to th~ Committee that in actual administra-
tion of these provisions no distinction is maintained between nOlla fide 
cases of short levy and short levy bv rearon of fraud, wilful mis-statement 
ctc. and cases are often re-opened after 6 months upto a period of 5 vears. 
From the informat:on furnished by the Ministry. the Committee find that 
in the Collectorates of Chandigarh, Calcutta and West Bengal. the number 
of cases re-opened within tbe time limit of 6 months were 150. 140 and 
94 and those re-opened within time <limit of 5 years 33, 11 and 12. The 
Committee would like the Department to review on a regular but selective 
basis, such cases as are re-opened after a period of 6 months to see a ~ to 
whether there cases really involved fraud, collusion, wilful mis-stateme-nt 



cr suppression of facti by the assessees and take corrective measures to 
c:nsure that, under <the grab of these powers>. honest asscssees are not haras-
sed. They WGuM like to be informed of the concrete action taken in this 
regard. 

Action Taken 

1. The recommendation made by the Commi,ttec has been accepted 
and a copy of the instructions issued under Board's F. No. 202/21/79-CX.6 
dated 24-8-1979. 

2. This issues with the approval of the Additional Secretary. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-19791 

Recommendations No. 42 (paras 5.39 to 5.40) 

The conclusion that the CoIIUllittee draw from the sharp increase in 
arrears of excise duty from Rs. 85 crores in March. 1976, to over Rs. 22 
crores in March, 1977 and over Rs. 154 crores in March, 1975 is that the 
measures taken to liquidate arrears have not proved effective. The Com-
mittee would like that Central BoardfMinistry should review th~se measu-
res and tighten them so as to produce results and inform the Committee 
of the action taken in the matter. 

The Committee note that the arrears of revenue in certain CoIl·:ctorates 
like Bombay, Patna, Madras, Bangalore and West Bengal, very heavy. They 
would like the Central Board to intensifv efforts in all such Collectorates 
so as to liquidate the arrears at the earliest. 

Action Taken 

The Board has accepted the recommendations made by the Committe.: 
in Paras 5.39 and 5.40. 

The existing instructions regarding liquidation of arrears have been re-
viewed and instructions communicating the observations made by the Com-
mittee, have been isslUed to all t'he. Collectors of Central Excise, exhorting 
then to take personal interest in the mat'Le~ and find out wav__ and means 
to liquidate the arrears to ~he maximum possible extent. The Appellate / 
Revisionary authorities have also been requested to pay speciai attention to 
the dispo~al of cases which involve substant:al amounts of revenue. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979J 

Recommendation No. 43 (para 5.41) 

The Committee note that arrears have piled up in respect of product~ 
like fertilizers, petroleum products e,1c. which are mostly produced in public 
sector undertakings. The Committee have been infonned that the Central 
Board are trying to settle disputes with public sector undertakings acro"'s 
the table, by associatin~ the representatives of the Ministry of Law where 
necessary. Instructions hflvt; also been issued by Government to the public 
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sector undertakings that they should not rush to courts in case of disputes 
and should se~.tle them through departmental channels, if necessary, by re-
ferring the matter to Ministry of Law. The Committee would like the 
Ministry to evolve a procedure for expeditious setltlementof arrears due 
from and other disputes wIth the public undertakings in consultation with 
~he Ministry of Law, which may provide for arbitration, whereever neces-
sary. 

Action Taken 

It may be stated that under Board's letter F. No. 296/92/76-CX.9 
dated the 26th March, 1977 a procedure already exists for settlement of 
disputes between Public Sector Undertakings and the Department. The 
said procedure evolved by the Bureau of Public EI)1:erprise~ (B.P.E.) pro-
vides for period cal meetings and consultations between the representatives 
of Public Sector Undertakings and Heads of the Department or the Board. 
It also provides for a kind of informal arbitration in the shape of consulta-
tion with the Law· Minis:ry on legaf issues. 

2. The Cabinet Secretariat has also clarified that Departmental adjudi-
cations of offences against Public Seotor Undertakings cannot be said to be 
"disputes", and hence the procedure referred to above will not be applica-
ble to such adjudications. Suitable .instructions on the basis of Cabinet 
Secretariat's advice have already been issued under OUr F. No. 207/27178-
CX.6 dated the 26th March, 1979 (Enclosure-In. . 

3. It will thus be seen that the Estimates Com.m:lttee's recommendation 
is already being acted upon and there may be no need for providing for, 
for formal arbitration. 

4. This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendations No. 44 (para 6.36) 

The Committee are unhappy over the inordinate delay in disposal d 
appeals and revision applications in respect of Central Excise disputes. The 
number of appeals pending with the Appellate Collectorates increased from 
4,773 as on 31-1.2-75 to 7,880 as on 21-6-78. The number of appeal 
cases pending with the CeIlt,ral Board of Excise and Customs stood at 
1,663 as on 30 June, 1978, out of which 359 case!; were pending for more 
than 3 years, 380 between 2-3 years and 494 between 1-2 years. The 
number of revision applications pending with Government of India (Mini-
stry of Fin_ance) reached a record fiooure of 3,669 as on 1-11-78, out of 
which 280 cases were more than 3 years old, 365 cases 2-3 years old and 
697 cases 1'-2 years old. The annual disposal of revision applications 
during the years 1974--78 has been less than the number of fresh applica-
tions received. The Ministry have informed the committee that the delay 
in disposal of appeals and revision applications has been mainly due to 
paucity of staff both at the decision making level and lower levels. With Ii 
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view to expediting decisions on appeals pending with the Board one mem-
ber of Central Board of Excise and Customs designated as Member (Judi-
cial) has been posted to be in-charge of appeals exclusively 
with effect from 16-1-1978. One moC(; member has assumed 
charge with effect from 14-8-1978 and wit!t two Members now deal 
of appeals exclusively with effect from 16-1-1978. One more member 
has assumed charge with effect from 14-8-7R and two Member now deal-
ing with appeals, the position is expected to improve. The Committee are 
surprised to note that the post of a Member in the Boadwho retired in 
September, 1975 was not filled till January 1978. The Committee are 
also inforined that as per the present pace of receipt of revision applications, 
one more Joint Secretary and -supporting staff are required in the Minis~,y. 
It is seen that questions pertaining to staff strength at various level are 
under examination. The Committee desire that an independen~ review of 
the personnel required at all levels and of the office procedures should be 
undertaken without delay. The review should aim at finding out ways and 
means of toning up the overall efficiency o~ the Departmental appellate 
machinery consistent with need for economy so as to speed up the pace of 
disposal of appeals and revision applications. The Committee. are anxious 
that arrears of appeals should progressively be liquidated and time lag in 
disposal of cases cut down to th~ minimum. The Ministry should apprise 
the Committee within six months of the outcome of the review. 

Actjon Taken 
1. The Estimates Committee observed that the number of appeals pen-

ding with th(!' Appellate Collectors was 4,773 on 31-12-75 and it went up 
to 7,880 on 21-6-78. The no. of appeals pending with the Appellate 
Collectors of Central Excise on 30-6-78 was as follows ; 

Bombay 2051 
Calcutta 
Madras 
Delhi 

2231 
2393 
1204 

2. Pursuant to the Estimates Committee Report, the Appellate ColIec-
tors were asked to initiate a special drive to dispose of the appeals pending 
with them and to observe the month of June 1979 a.; an "Arrear Clearance 
Month". Reports received from the Appellate Collectors indicate, to sOme 
extent, gTatifying results. In Calcutta where the average pace of disposal 
was about 104 appeals a month, the disposal in the month of June 1979 
went up to 144. In Bombay where the monthiy average disposal was 129 
appeals per month, the no. of appeals decide:i in June 1979 was 243. In 
Madras the disposal in June 1979 came to 173 appeals as against the ave-
rage disposal of 170. However, in Madras the no. of appeals disposed 
of every month has always been higher than receipts. In June 1979 the 
receipts were only 98. The disposal during June '79 in Madras was not 
as expected due to absence on leave of Appellate Collector· on account of 
personal reasons. However, all appeals relating to period earlier than 
1977 have been disposed of by the Appellate Col!ector, Central Excise, 
Madras. In Delhi the average pace of dispusal went up to 175 in June 
1979 as against the average of 120. 
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3. Apart from emphasising the need for r.:ducing the arrears and to keep 
up the tempo of disposal after June 1979 and to improv4.! the pendency 
position, particularly with the Appellate Collector, C.E., Calcutta, the 
appeals of Shillong and West Bengal C0l1ectorate~ have been transferred 
te the A~llate Collector of Customs, Calcutta, with whom the pendency 
position of Custom appeals is very comfortable. On an average:is per 
actual disposal of Central Excise appeals hy the Appellate Collector of 
Cus(Ol11S, Calcutta, in August 1979 it is .:xpecteJ that extra 125 appeals 
would get disposed of every month from now onwards. The Appellate 
Cullector of Customs is also concentrating on the disposal of old cases, i.e. 
appeals up to 1978. For Calcutta, though there was a marginal increase 
of pendency, with the partial transfer of Central Excise appellate work to 
the Appellate Collector of Customs, the position will improve. 

4. However, the problem of disposal of Central Excise appeals in Delhi 
charge is caus!g.g concern because of frequent changes and absence on long 
leave of incumbents dealing with Central Excise appeals. At present there 
is only one Appellate Collector in New Delhi who is dealing with both 
Cu<;toms and Central Excise appeals. The present pendency has gone up 
from 1204 appeals on 30-6-78 to 2015 on 31st July 1979. The main 
prohlem with the Appellate Collector is that his average disposal is 120 
appeals relating to Central Excise whereas receipts per month exceed 200. 
In other words, every month an arrear of about 100 appeals is created. 
However, in spi~e of various handicaps the Appellate Collector of Central 
Excise, Delhi, has disposed of about 555 old cases, including one of 1972 
and 125 of 197-7. The other old cases prior to 1978 number only 91. 

Nevertheless, with a view to prevent the deterioration in situation in 
respect of C.E. appeals, a second Appellate Collector of Central Excise, 
Delhi, is being posted immediately. 

5. With a vicw to rendering help and assL'Stance to the Appellate Col-
lcctOlS of Central Excise to clear the arrears a request has already been 
made to the Collectors of Central Excise, Calcutta and West Bengal, to 
place some extra staff at the disposal of the Appellate Collector, C.E. 
Similarly, a request is also being made to the Collector, Central Excise, 
Bom\.'lay, to give some extra help to the Appellate Collector, C.E. Steps 
are also being ta:ken to arrange for disposal of Central Excise appeals in 
Bombay by posting two Appellate Collectors instead of one as at present. 
A study is also being made to ascertain the reasons for more Central Excise 
appeals coming before the Appellate Collectors. A study is also bein~ 
made regarding the output of the staff dealing with appeals. The Appellate 
Collectors are also being asked to fix a target of disposal by each processing 
hand. The Collectors are also being requested to ensure that there is no 
delay in sending the original case files and documents to the Appellate 
Collectors. 

Procedural delays connected with fixing of personal hearings and passing 
orders in appeal are also being reviewed. 

6. As regards Central Excise appeals pendill~ with the Board, on an 
average in 1978 about 40 appeals were being received and disposal was 
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about 37, i.e. marginally short by 3. In 1979 the average receipt went up 
to about 65 appeals per month. Even though there has been increased 
receipt of appeals, the disposal of appeals also has been stepped up. Earlier 
in 1978 the disposal was 37 appeals on an average per month, but in 1979 
the disposal is about 62 per month, and 10 particular the disposal from 
March 1979 onwards has been gradually iJecoming higher. Board's dis-
posal ot appeals suffered a setback due to the sudden demise of Shri M. R. 
RalnaC'.handran, Member (Judicial), towards the end of May 197 9. At 
rresent there is only one Member (Judicial) to deal with appeals. How-
ever, in view of the higher receipt of appeals and to reduce the pendency, 
1977 appeals have been given to other Members, including the Chairman 
himse·H. There has thus been a marginal increase in the pendency of thit 
appeals from 1,663 at the end of June 1978 to 1713 at the end of July 
1979. However, the tempo of disposal of Central Excise appeals is being 
further raised and it is expected that we shall be able to achieve a disposal 
of 100 appeals per month. The figures in August and Sept. 1979 wo~ld 
perhllps indicate this position. 

Steps have also bt>cn taken to post more staff in the Board's Appeal 
Unit. The strength of the processing staff, i.e. Senior Technical Officers, 
has been increased from 4 to 10 and the Appeal Unit has also been divided 
into 2 viable units, i.e. Appeal Unit (A) and Appeal Unit (B). It is ex-
pected that when a new Member (Judicial) is appointed, disposal of appeals 
would be much higher than hithertofore. 

7. In order to streamline the procedq.re of dealing with appeals in the 
Board, personal hearings are being given without waiting for the processing 
of appeals provided the records are complete and available with the Board. 
In order to ensure th~t the records come, much more quickly from the 
Collectors, they have been written to expedite desp:itch of the records and 
there has been definite improvemen~ in this regard. Similarly, the Conec-
tors are also writing to the Board where the appeals are connected with 
revenue arrears or detention of the goods, and priority is given to such 
appeals. In many instances Member (Judicial) is giving decisions him~elf 
after giving personal hearing to the parties either on the spot or afterward(" 
without taking the help and assistance of any processing oilker. This has 
also expedited the disposal of appeals. Similariy, action is taken to see 
that once order is passed in an appeal, there is no delay in communicating 
the order to the appellants. 

8. The total pendency of C.E. appeals with the Board is 1,711 as on 
1-8 .... 79 of which 636 are pending for more than 3 year", 417 between 2-3 
years and 152 between 1-2 years. This shows that the number of appeals 
between 1-2 years has come down but the number of old appeals pending 
has gone up. Attention is, therefore, being given towards the disposal of 
old appeals. 

9. So far as the Revision Unit is concerned, from a note received from 
them it appears that the question of augmentation of staff strength at the 
Joint Secretary's level as well as the level of Senior Technical Officers and 
oth~r supporting sta~ is being examined by the Staff Inspection Unit of 
the Dept. of ExpendIture and I.W.S.U. of the Dept of Revenue. Th0 pru-
posal was discussed in a meeting held recently by Secretary (Personnel) 
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anj the matter is being pursued by the S.l.U. The proposal for increas!ng 
the strength at the level of Senior Technical Officers and other supportmg 
staff is being pursued by-I.W.S.U. 

[Mio. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

SUPPLEMENTARY ACTION TAKEN NOTE SUBMfITED BY THE 
MINISTRY 

In le'gard to para 8 of the Action Taken Note it ;nay. be. stated that at:ter 
submitting the Note, a sustained effort has been made to hqUldate the: pendmg 
Central Excise appeals with the Board. As a ;:esult there were only 599 Central 
Excise appeals pending with the Board as on 1-7-~ 980 against 1711 appeals 
pending on 1-8-1979 (reported in the earlier Note) which means a reduction 
of the JXndency by 65 per cent. Continuing effort., are being made toward" 
further progress in this direction. 

Recommendation No. 47 (Paras 7.23 to 7.25) 
The Committee are concerned to note that there is considerable evasion 

of excise duty by unscrupulous manufacturers. During th..! last two years 
Government came across as many 24,422 case:; of evasioo. According 
to the Ministry. the modus· operandi adopted for evading excise duty were 
removal cf goods without gate pass, non-accountil of excisable goods, wrong 
declaration or description of goods etc. The Puhiie Accounts Committee have 
have also referred to a large number of cases, of evasion of excise duty in 
their reports and suggested remedial measures· 

The Committee have been informed by the :'.1inistry that a number of 
steps haye been taken by Government to prevent evasion of duty. Among 
the steps reported to have been taken was the il!'j"(,dllction of Production Based 
Control "ith incorporates certain modifications in Self Removal Procedure 
with a view to bringing about more efficient control. The Internal Audit and 
Prevcntiv<! Organisation in Central Excise Collectorat.;!s have also been stream-
lined. Besides these, a Directorate of Anti-evasioll was set up in December, 
1 cn8 with a view to co-ordinating the anti-.wasnn activities on an All India 
basis and collecting and pursuing intelligence regarding evasion of excise 
duty. 

While taking note of the various antievasion measure~ taken bv the Cent-
ral Hoa!o/Ministry, the Committee would like tn observ~ that they would 
judge these ·measures only by the results achieved. The Committee are well 
aware that it is not easy as opined by the S.R.P. Review Committee (1975), 
to quantify the extent of evasion of excise duty. However, in the absence of 
comparative ~.ss(~ssment of the magnitude of evasion from 
time to time. it would not be possible to say whether 
evasion is on the increase or decrease and w~~ether the anti-evasion mea-
sures are producing results or not. The Committee feel that evolution of 
SGme .!mpiric. trl\'ugh loose, yardsticks to attempt a guess, if not an esti-
mate, vbout the extent of excise evasion is very necessary and that a frt'sh 
and determined bid may be made for the purpose. While examining the 
1T'atter, Government may, inter alia, consider whether comparing the rate 
of growth of industrial production, particularlv in big unit~ (in respect 
of which growth figures can become available) individually and toUectively, 
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with the growth of excise revenue can give any clue or whether any infe-
. rence can be drawn from the number and value of evasion cases detected 
~y the preventive and audit organisations. If the growth of excise revenue 
IS not found to be keeping pace with industrial production in any unit 
or wllectorate or if there is increase in eV2si<.'n cases detected by preven-
tivl! org&nisations, the inference should be obvious and the Government 
should intensify anrti-evasion measures in the umts or areas concerned . 

. 1he .Committee cannot over-emphasise the need for keeping all the 
antI-evaSion measures under constant watch and to make them more effec-
tive from tune to time in the light of experience. 

Action Taken 
1. Paras 7.23 and 7.24 contain no recommendation but only observa-

tions of the Committee. 
'2. Rt'garding the recommendation made ill Para 7.25 on the issue of 

evolving a yardstick to measure evasion of excise duty it may be stated 
that the Central Excise (SRP) Review Committee and the Tobacco Excis~ 
T:uiff Committee had expressed their inability to correctlv estimate the 
extent of ~vasion. The Directorate of Inspecticn (Customs and Central 
Excise) was asked to undertake a study in this regard and they also could 
not evolve an acceptable empiric yardstick. Consequently it has been felt 
that the type of scientific study contemplated by the Estimates Committee 
can be entrusted only to an expert institutio71 such as the National Institute 
of Public Finance and Policy. 

3. As regards the recommendation for intensification of anti-evasion 
mcrsures in areas where it is noticed that the growth of excise revenue has 
not kept pace with the industrial production it may be stated that a special 
drive has already been launched in this dirccthn vide Boa:id's F. No. 207/ 
36179-CX.b dated 27-8-1979. 

4. Regarding the recommendation that anli-evasion measure 5'hould 'OW 
kcpt under constant watch and made more effective from time to time in the 
light of the experience gained, a study group consistin;!, of the Director of 
Inspectioll, the Director of Audit and the Joint Director (Anti-evasion) 
has been formed under Board's F. No. 207/] 7l 79-CX.6 dated the 26fP 
September, 1979. This group will review such measures every quarter and 

. suggest necessary changes to the Board. 

5. This issues with the approval of the F!nance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Further information asked for 
The Mmistry have stated that it has xen felt that the type of scientific 

[ludy (.;)n1en'plated by the Estimates COlllluittce (regarding the extent of 
evasioll ("xcise duty) can be entrusted to an Expert institution such as the 
National Institute of Pubilc FinanCe and Policy. 

Please state whether any such expert insti~utkn has been ccmmissioned 
for this study. If so, please state the details. 

L.S.S. O.M. No. 20/2/EC/79 dated 2nd Februar,/. 1980 

25 LSS/W-4 
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F~r Rply 01 Gove1'lQlleJlt 
The matter has been referred to the National Institute of Public Finane..: 

and Policy. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Comments of the Committee 
The Conunittee hope that the study. would be completed by the Na-

ti'.)nal Instit1.:te of Public Finance & Policy expeditiously and follow up '1£-
tion taken 1:-)' Govt. to check evasion of cxcis.:: duty in the light thereof 
without dt-la}. 

Recommendation No. 48 (para 7.26) 

The Commit.tee would also like the Government to consider eVl1Jviug 
an incentive scheme to cncourage the Excise Staff to detect cascs of tax 
evasion more vigorously and bring the culprits to book. 

Reply of GoVenIIIl4!Ilt 
The recommendation of the Committee has been accepted by the 

Government. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Reco~ndation No. 49 (para 7.27) 

The Committee take note of the sugg~stion made by a former Finance 
Secretary to fix responsibility for specified units s.quarely on particular uffi-
cers and staff so that if any evasion is subsequently detected in any of the 
units under their charge, the delinquent persons can be departmentally prO'-
ceeded against. The Committee see forc(: in the view held by the Chairman 
of the Central Board that it is not going ~ 0 be pos'iiblc to impose that type of 
responsibility". The Committee, however, feel that normally there coul:l 
be no evasion without the complicity of the excise stan. While they would 
not like any unjust Qr arbitrary system to be introduced to harass individual 
officers for tax evasion except when the evasion is proved to have taken 
place due to their carelessness or complicity they feel that a sense of rCb'POD-
sibility has got to be inculcated amongst the excise officers and staff and 
those officers and staff who are found unable . to check malpractices in the 
production units in this jurisdiction should be held accountable for their 
action and inaction leading to loss of revenue. 

Action Tak~D 
Under the revised pattern of Central Excise Control based 011 the re-

commendations of the Self-Removal Procedure (SRP) Review Committee. 
responsibility for various checks and duties had been more clearly demar-
cated. It may also be mentioned that when malpractices come to light through 
inspections, audit or preventive checks, the lapses on the part of individual 
officers having jurisdiction over the units are also Iookei into an appropriate 
action is taken. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 
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ReeoIuteadation (No. 51 Para 7.37) 

It has been represented to the Committee by a number of non-official orga ... 
nisations that sometimes officers are found to be over-zealous and they 
mdulge in repeated inspections putting the assessees to lot of inconvenience 
.and economic loss. TheCommittee are informed by the Ministry that jntrodtlc~ 
tions have been issued to the staff that unnecessary harassment should not be 
.caused to be trade by cQnducting repeated searches and that as far as ~siblc 
searches should ordinarily be carried out only unJer the order::. of Assis!ant 
Collector or of a higher officer. The Committee note that the number of 
seizures made rose from 9076 in 1975-76 to 10504 in 1976-77. During these 
years, as compared to be seizures made in comparativeiy bigger collectorates 
like Ahmedabad, Delhi, Calcutta and Bombay, the number of seizures m~e 
in some Collectorates like Gurrtur, Madras, Hyderaba,d, B:mgalore and CuciJin 
was quite high. This was stated to be due to irregularities and offences com-
mitted by tobacco, coffee and match box producers and not dl'e tl) over-
zealousness on the parts of officers. With a view to discouraging ~~izures on 
purely technical and flimsy grounds, the Ministry have issued illstructions ac-
cording to which ~ has been made incumbent that the Assistant Collector 
should review each case of seizures within 48 hours of the receipt of the seizure 
report. During evidence, the representative of the Central Boani of Excise and 
Customs. admitted that "it is correct that some of the seizures were not on 
very sound ground", but surprisingly during the last 3 years no Officer has 
been punished under Section 22. which provides ior punishment of an officer 
guilty of vexations seizures with fine or imprisonment or both. In the opinion 
of the Committee, there is a strong case for regular monitoring of all searches 
and seizures and their review bv senior officers in on!'!r to see that searches 
and seizures made only under the orders of authorised officers and on reason'-
able grounds aLd if, as a result of review, seizures are found to have been 
carried out all purely technical or flimsy ground" or due to over-zealousness 
or :nalice on 11K part of excise staff, the Staff concerned should be suitat-Iy 
dealt with· 

Action TakeD 
A review of seizures is already being undertaken by the Assistant Coneelor 

in terms of the Board's confidential instructions issued under F. No. 207/ 
37M/77-CX. 6 dated 21-9-1978 and 28-1()..1978 (copies of which have been 
furnished to the Committee in response to PER 12). In the light of the recom-
mendations of the Committee instructions have been issued to the effect that 
the aforesaid review should cover all the aspects. Where as a resuit of the 
review it is found that the seizing officer has acted over-zealously or with 
malice the case should be brought to the notice of the Collector for consi-
dering necessary action under the Conduct Rules or section 22 of the Central 
Excises and Salt Act, 1944, as deemed fit by him. However, action under 
Conduct Rules or section 22 of the Central Excises and Salt Act, 1944 will 
not be warranted where the- seizure has beel]. made on purely technical/filmsy 
grounds as such seizure would be legally in order above referred to instructions 
is enclosed (riot printed). 

2. A search of the premises under rule 201 of the Central Excise Rules, 
1944 is conc'\:cted normally under an auth.xi.;ation issued by an Assistant 
Collector. While issuing the authorisation the Assistant Collector has to 
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satisfy himself of the reasonable grounds reqUlrmg th..:: need for issue of 
the said authorisation. Moreover, after the search authorisatlOil has been exe-
cuted a report has to be submitted to the Assistant Collector issuing the 
authorisation. Consequently it can be said that a cC'nstlut review and moni-
toring of searches is already in practice. However, these instructions have 
been reiterated to the fi.eld officers in the enclosed letter. 

3. This issues with the approval of the Finance Minister. 

[Min. of Finance D.O. No. 302/2/79-CX-9 df. 8-11-1979] 

Recommendation No. 55 (para 8.9) 

The Committee note that at present Central Excise Collectorate!> have 
been organised on territorial basis under the charge of ~ Collector. A Collec-
torate consists of 4-8 Divisions each organised by and large on territorial 
basis under the charge of an Assistant Collector. It has been suggested to 
the Committee that in order to develop specialisation in specific fields amoDg<;.t 
the Officials the collectorates may be re-organised industry-wise or area-cum-
industry-wise. The Committee were informed tilat in Bombay and Calcutta 
Ccll~'::toratcs, certain patterns of fun~tional-cum~territorial Divisions are 
being experimented with. There is, of course, an obvious advantage is carving 
out Divisions within a Collectorate on the iJn.!s suggeste1 above provided it 
can be ensured that the territorial spread of an Assistant Collector's charge 
does 1,0t bccoul'C too wide and far flung for eiiective control. The Committee 
would suggest that the working of area-cum-illdustry-wise Divisions in 
Bombay nnd Calcutta should be evaluated and the pattern with necessary 
improvements extended to more Collectorates, especially those where there 
is concentration of industries of same or similar character. 

Reply of Government 

The organisation of Central Excise DivisioIl$ has undergone changes from 
time to time. Under the system of Physical Control which was in force up to 
1968, Cen4"al Excise Officers were usually attached to specified factories pro-
ducing excisable goods. These officers exercised physical supervision on the 
various manufacturing operations with a view to cnsme that all goods pruuuced 
were beit:g fully accounted for. As a further measure to ensure proper and full 
collection of duty, they were required to assess the goods under clearance 
each time an application for the purpose was submitted by the assessee, and 
after satisfying that the duty assessed had been paid authorise its clearance 
by countersigning the gate pass. The goods were physically compared with their 
particulars as recorded in the gate pass at the time of clearance. It was, there-
fore, necessary under the Physically Control sy.;tem that the .iurisdiction of 
the Ranges and Divisions were compact and not spread over a larger terri-
torial area, to facilitate the visits by the officers uud;:r that System. 

2.1 With the introduction of the Self-R~IIl'O\'al Procedure in 1968 the 
assessees were given the right to determine themselves, the duty liability on 
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their goods and after remitting the duty due in them the Government account 
clear them without any check by the omcers. Routine visits by the Central 
Excise officers to factories, were, therefore, dispensed with 

2.2 In the changed circumstances, in metropolitan areas where- there was 
concentration of industries in small pockets, the territorial Division lost its 
importance. On the other hand in such areas, Divisional charges w~re carved 
out on functional basis under which the Assistant Coll.:ctor was allotted a 
number of commodities in respect of which he was made responsible for ap-
proval of classification and price-lists, which were made the basis ofassess~ 
ment. As a result, functional Divisions were carted out wherever the geogra-
phical distribution of the factories and the area to be covered were compa('t 
e.g. in Bombay, Madras, Calcutta etc. 

3.1 With effect from the 1st February, 1978 the System of Selective Con-
trol comprising basically of the Records Based Control (RBC) and the Pro-
duction Based Control (PBC) was introduced. Producti01 Based Control 
envisages close association of the Central Excise officers with the processes of 
manufacture for under this system although the essence of the S.R.P. has 
been kept unchanged and there is no physical connol over clearances as such 
the proper officer is required to exercise superv isio:1. over different stages of 
manufacture including packing etc. Each Ollic,?r is made re<,ponsible to exercsie 
checks in respect of all excisable goods produced in a factory allotted to him. 

3.2 Organisation of Ranges and Divisions on territorial basis under this 
pattern has therefore a distinct advantage as compared to functional basis. In 
the circumstances it became desirable that the Ranges should be re-orga-
nised on territori~l basis under this pattern has therefore a distinct adv~n­
tage as compared to functional basis. In the circumstances it 
became desirable that the Ranges should be re~organ;~cd on 
territorial basis as otherwise more than one ofl'cer would have 
jurisdiction over the same factory producing a number of excisable goods 
which would only be irksome to the assessees lor the same reason, it became 
desirable reorganise the Divisional charges also on territorial basis (as other-
wise more than one Assistant Collector could have jurisdiction over a fac-
tory which produced more that one excisable DJmmodity). 

4.1 Before the 1 st February. 1978, Madras City had four Divisions or-
ganised on functional basis. However, the functional arrangement was modi-
fied in the context of the Production Based Control and the charges were 
re-organised. The working of this revised arrangemel'lt was later on reviewed 
in consultation with the trade. It was felt that a clear-cut division of work 
based on commodity-wise distribution could conti!1ue and would have some 
advantages over Divisions based on geographical distribution. The charges 
have thus been reorganised on a functional basis (with certain modifica-
tions) . 

4.2 In Calcutta Central Excise Collectorate also the Divisions have 
been organised on a functional-cum-territorial basis. 

4.3 It would thus be seen that the Divisional charges are generally 
carved out in different parts of the Country, dictated by the industrialistation 
of that area and in the light of the local ;::onditions. No rigid rules can be 
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applied for the purpose. The position is however kept under rcview and 
changes made as and when found necessary. 

4.5 The Directorate of Organisation and method studies has been 
asked to undf"rtake a study of the functioning of Divisional cbarges located 
in the same town with a view to evaluating how the present charges created 
on the area-cum-industry basis have been functionbg and recommending 
whether this pattern case with some improvements or modifications, be 
tried out in more areas as recommended by the committee. 

4.6 In effect the recom.mendation of the committee is thus accepted in. 
principle. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 56 (para 8.16) 
The Committee find that though officers of various ranks are function-

ing a~ Public Relations Officers at the Heaciquar':ers of Central Excise Collec-
torates and the Divisional Offices, the industry is not satisfied with ~he present 
public.relations set up and it feels that there is considerable communication 
gap between the asses sees and officials partic:.Ilarly at the seniur levels. TIlc 
Committee would like that the suggestion made by the industry and wel~ 
corned during evidence by the Chairman. Centr:ll Board. to designate senior 
and experienced officers at Colleetorate and Divisional levels exclusively to 
guide and advise the assessees in various procedural and other a<;pects of 
Excise laws, should be given a concrete :;hape and implemented to meet 
the needs of industries, particularly the small assessces who may not be ahle 
to engage the services of private experts. 

Reply of GoverDJDellt 

The recommendation of the Committee have been accepted in principle. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 57 (para 8.17) 
The Public Relations Officers should trnintain upto date sets of excise 

rules, regulations, notifications and other publications and make them avail-
able to assessees for reference purposes. 'They should also make available 
copies of these publications/notifications on sale. 

Reply of Government 

Tne recommendations of the Committee have been accepted in principle. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979J 

Recommendation No. 58 (Paras 8.22 & 8.23) 
While: this !"elcome d~cisi?n will help the Central Board fill gaps 

for the time bem~, the Committee would like the Board to con'Sider mak-
ing it a regular feature -of their personnel policy so that they can from 
time to time, strengthen their organisation at wlTious levels to be ~ble to 
cope with the intricacies of engineering arrd other sophisticated products. 



47 

For this purpose, the Central Board will do well to assess the requirements 
of tecbnical staB and officers in various fields from time to time and do 
the necessary career plannin'g for them. 

Action Taken 

On the basis of the recommendation of the Self Removal Procedure 
(Review) Committee, a decision was taken by the Government to recruit 
some Superintendent Central Excise Group 'B' who are specialists in 
different disciplines. AcCordingly, the actual requirements of all the Central 
Excise Collectorates in the various disciplines were examined and it was 
deci4ed to recruit 100 specialists through U. -Po S. C. in tbe followin'g 
different disciplines in the cadre of Superintendent of Central Ex!ise, 
Group B :-

1. Mechanical Engineering 40 
2, Textile Technology 16 
3, Chemical Engineering 12 
4, Mineral Oil Technology <) 

5. Sugar Technology 6 
6, Paper Techitology 6 
7, Metallurgical Engineering 5 
8, Electrical Engineering 3 
9. Dye Stuff Technology 2 
10. Plastic Technology 1 

A requisition was accordingly sent to the U. P. S. C, wbich has held 
the interview for selection. The selected candidates are expected to be 
nominated by the U. P. S, C. soon for appoi~tment in this Department. 
The augmentation and maintenance of the strength of the '>pecialist will 
be decided in the light of the experience gamed after assessing the useful-
ness of the specialists now being recruited and on the basis of the work-
load. A decision has been taken to fill in twenty five per cent of future 
vacancies through direct recruitment from open' market including specia-
lists in various disciplines and a provision to _this effect is being made in 
the Recruitment Rules. The Government is a~are of the need to provide 
avenues of promotion' to these officers and necessary decisio'l will be taken 
at the appropriate time, 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979J 

Recommendation No~ 59 (para 8.29) 

The Committee' cannot over-emphasize the importance of training 
programme for the officers and staff of Central Excise and Customs to 
enable them to cope efficiently with the complexities posed in the adminis-
tration of Excise and Customs Laws. They find that a similar feeling has 
been echoed by the Jha Committee (1978). The Committe~ note that the 
n'eed for imparting training to stafl1and officers has been recognised by the 
Central Board. and a Directorate of Training with four training institutes 
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at New Delhi, Bombay, Madras and Calcutta has been set up to organise 
training programmes for various categ~rie~ to staff. But it appears, constraints 
of resources stand in the way of !heir providing adequate faculty members 
and supporting staff and physical facilities like hostels, lecture halls etc. 
They hope that the expansion of staff and facilities for trainiD'g, which is 
stated to be under consideration, will materi@§~ without delay and training 
institutes will be developed to meet the trainin'.2 needs of the staff in 
full. 

Reply of Government 
The recommendation of the Committee has been noted and efforts 

will be made to find the necessary resources to adequate expand and develop 
the training facilities. 

[Min. of Finance D.O. No. 302/2j79-CX-9 dl. ~-ll-j 979] 

Rt'Comm-mdation No. 60 (para 8.30 to 8.32) 

The Committee find that the Directorate of Training and Regional 
Training Institutes are housed in hired buildings at New Delhi, Bombay, 
Madras and Calcutta and the Directorate has been making endeavours to 
acquire land to enable them to construct their own bUildings. 

The Committee do not understand why the Directorate should be keen 
to locate the training institutes in the metropolitan cities of Delhi, Bombay, 
Calcutta and Madras which are not only already too congested but also 
too expensive. The Committee feel th~ the Directorate of Trainin'g and 
the training institutes can be set up in smaller towns without any adverse 
effect on the training programmes. 

In this connection the Committee would like to dcaw the attention 
of the Government to ~ara 5.41 of the Ninety-Seventh Report of the Esti-
mates Committee (1975-76) on Ministry of works and Housing--Slum 
Clearance and Housing Scheme in which tbe Committee urged that "in 
order to relieve the coD'gestion as also to reduce pressure on civil amenities 
in the metropolitan cities, it is high time that Government should identify 
at a very early date such offices as can be shifted from Delhi and other 
metropolitan cities and take concerted follow up action to shift them 
according to a tim~ bOund programmes ........ the exampl'! in' this regard 
has to be set up by the Government themselves, if congestion in cities is 
to be reduced.". 

Reply of Govenunent 
Government's reply to the observation made by the Estimates Commit-

tee in paragraph 5.41 of their 97th Report (5th Lok Sabha) as referred 
to in paragraph 8.32 of the Committee's 28th Report (6th Lok Sabha) 
was given by the Ministry of Works and Housirig. 

The Estimates Committee's recommendation for shifting of offices 
from Delhi has been met in substance in so far as the Directorate of Train-
ing and the training in'stitutes under the Central Board of Excise & Cus-
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toms are concerned, with the Government's decision that the Directorate 
-of Training and the Central Training Institute shoUld· be located at Farida-
bad, for which purpose a plot of land is proposed to be acquired from 
the Haryana Government. The regional institute, presently functioning at 
Delhi, will also then be located at Faridabad. 

As regards the regional institutes, these had of necessity to be located 
near to industrial centres (and if possible ports) so that the tra.ining could 
be related to practical experience and also so that guest lecturers on specia-
lised topics could be easily available. The observations of the Committee 
would, however, be bome in mind while locating other regional training 
in'stitutes from time to time. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

RecommeBClati9Jt No. 61 (para 8.42) 

There is a general complaint that the field officers of Central Excise not 
only harass the assessees unnecessarily but also indulge in corrupt practices. 
The Ministry have stated that to fight this type of corruption, besides investi-
gating specific complaints of corruption and harassment and prosecut-
ing the corrupt ~fficials, they have taken such steps as identifica-
tion of sensitive points, collection of adequate intelligence about the sensitive 
areas. preparation of "agreed" list of officers of doubtful integrity in con-
sultation with CBI and maintenance of surveillance over their activity and 
periodical rotation of officers working at different levels. In the opinion of 
the Committee, these steps, though good in themselves, cannot be said to 
have succeeded in rooting out corruption. The Committee therefore cannot 
overemphasize the need for intensifying the aforesaid anti-corruption measures 
and devising such other measures as may become necessary to deal with 
the ever-changing facets of corruption and to weed out and punish the 
corrupt. 

Reply of Government 

The observations of the Committee in the concluding sentence of para 
8.42 have been noted. While the general impression about the prevalence of 
corruption and scope for harassment tends to be exaggerated, Government 
are deeply concerned about the problem irrespective of its extent and 
dimension. Fighting corruption and eliminating scope for harassment to the 
tax payer and other people who come in contact with the Department, is a 
continuous effort. Such measures as are considered necessary in this regard 
from time to time continue to be taken. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8· 11-1979] 

Recommendation No. 62 (para 8.43) 

The Committee would also suggest that the Government should keep 
a more watchful eye on the style and standard of living of officials of doubtful 
integrity and should not hestitate proceeding against those who have asset, 
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beyond their known sources of income or are fo~nd living a li!e b.eyond ~eir 
BleaD5. H such officials can be brought to book Wlthout delay, It WJll definitely 
go a long way to deter others from punuing the path of corruption. 

Reply of Government 

The particular aspects focussed by the Committee in para 8.43 are part 
of the overall anti-corruption stratagem. These will be 1;x>me in mind in 
planning and carrying out the measures to combat corruption such as there 
is. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Rec:ommendation No· 63 (Para 8.44) 

Needless to say that a large number of excise staff and officers are honest 
and upright but even the honest and upright officials would perhaps admit 
that the general image of excise staff has been tarnished beyond words because 
of the activities of corrupt officials among them. The Committee feel that 
the honest officials should be as much concerned about furnishing the general 
image of excise staff as the Government about rooting out corruption in the 
interest of their revenues. In their opinion, therefore, if the Government can 
enlist the enthusiastic support and cooperation of honest staff 
if necrssary by giving them some incentives in the fight against corruption. 
the task may become easier and the results more encouraging. 

Reply of Government 

The recommendation of the Estimates Committee has been noted. The 
integrity of an officer is an important factor which is kept in view while 
considering him for promotion and advancement in official career. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

RecommeodatiOJl No. 64 (para 8.45) 

There are also complaints about the officials at various level:; being rude 
to assessees. The Government have from time to time emphasised the im-
perative need on the part of the officers at all levels to extend due courtesy 
to the Members of Public with whom they have to deal without in any way 
detracting from the discharge of duties. The need for observing proper 
decorum polite manners and courtesies in their dealings with the public is 
also emphasised on all officers by the senior officers during their visits to 
lower formations. The Committee are surprised to know from the Ministry 
that during the year 1976, they received only 18 complaints out vf which 
on investigations 15 were found to be "unsubstantiated", and during the 
year 1977, out of 20 complaints, 16 were found to be "unsubstantiated". In 
the opinion of the Committee, the Ministry would be committing a grave 
error if from this unbelievably small number of formal complaints of dis-
courteous behaviour and still smaller number of 'substantiated' complaints 
they draw a conclusion to rebut the general complaint of rudeness, as in th~ 
very nature of things, not every aggrieved person makes a complaint and not 
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every complainant can substantiate the allegation. Besides reiterating 
advice to the staff to deal with the public politely and courteously, 
the Ministry should impress upon senior officers in the field not only to create 
and appreciate an attitude of friendliness and courtesy amongst staff but also 
to be more easily and frequently accessible to the public to hear their grie-
vances and redress them without detracting from the discharge of their 
duties. 

Reply of Government 
The observations of the Committee have been noted. The task of the 

tax Collector, not always pleasant intrinsically, has to be carried out with 
due couTtsey and quick despatch. Every effort will be made to improve the 
staff of the I:;>epartment with correct attitudes towards the tax payer and the 
other members of the public with whom they have officially to deal. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-197~1 

RecommendatioJJ No. 65 (para 8.46) 

The Committee cannot appreciate why only in "some of the Collectoratcs" 
and not all, should there be complaint registers kept for the people to record 
their complaints. Such register should be maintained in all the Collectorates 
at all levels and periodically inspected by senior officers and the complaints 
informed of the action taken on their complaints at the earliest. 

Reply of Government 

The recommendation of the Estimates Committee has been aC(.;cpted. 
It has been decided that each Collectorate should maintain a complaint 
register wherein the asscssees and members of public coming into contact with 
the', department could record their complaints. It will also be stipulated that 
such registers should be periodically inspected by senior officers and actiun 
taken should, as far as possible, also be intimated to th~ concerned 
complainant. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-19791 

Recommendation No. 66 (para 8.49) 

The Committee are concerned to know that, admittedly there i~ a 
growing tendency amongst the officers in the Central Excise Department to 
shirk decision in order to avoid penal action in case of errors. If even honafiude 
errors on the part of officers are viewed seriously, no wonder, they shirk 
taking decisions for fear of action. It is unfortunate that even though the 
Excise Department have been aware of this malady, they have not Jane 
anyhing to control it. The Committee would urge the Ministry to study the 
causes of the "fear complex" among officers and take necessary measures on 
all; fronts to re-establish a climate of confidenoe in which the officers may 
be 'encouraged to face the issues squarely and take free decisions and they 
be re-assured that bona fide mistakes will not be taken serious note of. This 
is a very serious matter and the sooner it is attended to, the better it would 
be for everybody. 
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Reply of Govemment 
The observations of the Committee have been noted. Due attention will 

be paid to this aspect of the administration of this Department. 
[Min. of Finance D.O. No. 302/2J79-CX-9 dt. 8-11-1979] 

Recommendation No. 68 (para No. 8.57) 

The Committee find that whereas the all India average cost of Collection 
is 0.72 per cent of the excise revenue, it is twice the national average m 
Nagpur, Delhi and Guntur and well above the national mark in some other 
Collectorates like Hyderabad, Shillong, Madurai, Allahabad, West Bengal 
and Calcutta. The Committee also find that some other Collectorates have 
been able to keep their cost of collection much below the national average. 
In this connection the examples of Goa (0.18 per cent), Bombay (0.28 per 
cent), Cochin and Orissa (0.5 per cent), Patna and Baroda (0.53 percent) 
are worth -mentioning here. The Committee would like the Central Board to 
study critically the working of the excise machinery in the Collectorates where 
the cost of collection is higher than the national average to identify the factors 
responsible for higher expenditure and take measures to bring down their 
expenditure to the level of other Collectorates of comparable size and 
complexion. 

Action Taken 

Government have accepted the recommendation made by the Estimates 
Committee. The study desired by the Committee to identify the factors 
responsible for the higher cost of collection in certain Collectorates than the 
national average with a view to taking up appropriate remedial measures, is 
being undertaken. It will take some time, however, to complete such a study. 

[Min. of Finance D.O. No. 302/2/79-CX··9 dt. 8-11-1979] 

Comments of the Committee 
The Ministry should oosure that the study to identify the factors responsl-

ble for the high cost of collection in certain collectorates is completed and 
remedial action taken expeditiously. 

Recommendation No. 70 (para 8.78) 
The Committee nole that neither the industry nor the Central Board was 

satisfied with the present system of maintenance of excise records and retrieval 
of inform~tion. The Chairman, Central Board, stated during evidence that 
"this is an aspect of administration which certainly needs much greater 
strengthening, and modernisation of means and methods employed is very 
much called for". The Committee hope that since the Central Board! 
Ministry are already conscious of the in-adequacies of the system of records, 
they should take steps. without delay, to modernise the entire system of 
keeping records and retrieving information and inform the Committee of the 
steps taken in the matter. 
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ActiQD Taken 

The Committee's recommendation that steps should be taken, to moder-
nise the entire system of keeping records and retrieving information should 
appropriately be examined in the light of the system presently prevailing and 
the inadequacies, if any, from which this system suffers, is accepted. 

2. For the purpose of information details of the system in operation at 
present are given below :-

3.1 Presently, the maintenance of records in the Central Excise CoUectL ... 
rate Headquarters and Divisional offices is governed by the detailed instruc-
tions on the subject, which have been compiled in the Office Proc-:dU!e 
Manual (OPM). 

3.2 According to these instructions, files are open~ and given di'itinct 
numbers in accordance with the list of SUbject-indices and they are ente.ed 
a File Register subject-wise. Propor maintenance of this Register helps 
retrieval of any file on a partioular subject when required. 

3.3 The files are recorded in different categories depending upon the 
importance of the subject for future references, i.e., the period of retention 
of each file is indicated on the file by classifying it as "D.Dis", "DB.Dis." 
"DA.Dis." and "L.Dis" connoting, respectively that the periods of its reten-
tion is 10, 5, 3 and 1 years. The last category is given to files, which are 
ephemeral in nature. 

3.4 In the Re~rd room (or section), the files are required to be main-
tained disposal-wise and index-wise to facilitate their scrutiny and weeding 
at the proper time. 

3.5 In Ranges, where no ministerial assistance is available, the records 
(files) are entered in a register, which shows, inter alia, the period of pre-
servation and the date of destruction. 

4.1 The system of maintenance of records and retrieval of information 
is even now reviewed from time to time by the Department. 

4.2 Modern systems, like Kardex, have already been introduced, e.g. 
in sections dealing with work of a confidential and secret nature, such as the 
preventive intelligence branches at the Collectorate Headquarters. 

4.3 This system is also in vogue in the Directorate of Revenue Intellig.::nce 
(DRI) with a capacity of handling about 9 lakh cards at International 
Airports. 

4.4 How far this system can be fruitfully utilised for keeping relevant 
information in respect af units producing exciseable goods, is also proposed 
to be examined. 

5.1 Use of computers for data relating to Central Excise as well as 
Customs has also been introduced with the setting up of a Central Exchange 
for assessment data in the Directorate of Statistics and Intelligence (Central 
Excise and Customs). 
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5.2 On the Customs side under the Central Exchange scheme, cards are 
key-punched on the basis of bills of entry. The data thus collected are 
transferred to magnetic tapes for being retrieved whenever necessary by 
computer processing on the basis of programme packages that have to be 
written. 

5.3 A new card, which has been introduced with effect from 
3-10-1979, will be able to provide any kind of statistical and assessment 
information from the Data Bank maintained by the Collectors of Customs 
at the port towns of Bombay, Calcuua, Madras and Cochin. Duplicate copies 
of the reccrded data are sent to the Central Exchange Headquarters, Delhi 
for record and for their utilisation in conducting various studies. 

5.4 On the Central Excise side, data relating to assessment of Central 
Excise duties in respect of 37 selected commodities are at present being 
punched out from the monthly returns in form RT-12 received from the 
factories producing these exciseable goods. This information is transferred to 
magnetic tapes. The data can be quickly retrieved by computei" processsiDg, for 
which arrangements have been made with the Electronics Commission. 

5.5 Studies are being conducted from the point of view of desigI)ing 
programmes for ensuring uniformity and accuracy in assessments. 

5.6 Further, statistical data in respect of commodities are also being 
punched from the monthly statements in form EX-6 with effect from 
1-6-1979. It is expected that these data will be available from 1980-81 

.onwards for use in different studies, which may lead to policy decision. 

5.7 The Department has also under consideration a scheme for providing 
some of the major Central Excise Collectorates with Exchanges for Data 
Banks of their own for easy and quick retrieval of all types of statistical and 
assessment information. This arrangement will involve punching of data, 
their transfer to magnetic tapes, which can be properly stored at the Collecto-
rate Headquarters and used for retrieval of information, as and when required. 

6. As already stated the present system has in some areas its own 
inadequacies, which include lack of sufficient space and staff for maintaining 
recorded files and other documents. It may be added that Daftries, who 
handle records, are promoted from Rank of Sepoys and take over this work 
without proper training in record keeping. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 71 (paras 8.82 and 8.83) 

The Committee note that a general review of all the returns is made 
,by the Directorate of Inspection in the Central Board of Excise and Customs 
from time to time. The Department also consult the industry before making 
.any change. However a number of organisations of industry have "represented 
that the forms· should be modified and simplified and that the industry 
;should be consulted in formulating the returns. 
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The Committee suggest that the Central Board of. Excise aad C;ustODl3 
should undertake re\'icw of the forms and returns periodically in consultation 
with the industry so that these forms are simple and easy to fill by the 
asscssees. 

Action Taken 

Para 8.82 contains no recommendation but only observations cf the 
Committee. 

2. The ahove recommendation has been accepted by the Government. 

3. The Director of Inspection (Customs and Central Excise) has been 
instructed to review all the forms/returns periodically in consultation with 
the Trade and Industry. A copy of the instructions issued to him is enelosed 
herewith. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendations Nos. 72, 73 and 74 (paras 8.99 to 8.102) 

The Committee note that with a view to providing an effective forum 
at the Centre for the purpose of discussing general Customs and Central 
Excise problems on an All-India basis, the Government of India have consti-
tuted a Customs and Central Excise Advisory Council. The Council is 
advisory in character and is intended to discuss general problems of proce-
dures relating to the clearance of goods and passengers in so far as they 
Concern the Customs and Central Excise law, tariffs and rules. Besides, a 
Regional Advisory Committee has been set up in each Central Excise Collecta-
rate to disCllSS and resolve procedural difficulties of a general nature. Regional 
Advisory Committees discuss any matter including the policy behind indi-
vidual cases but excluding individual cases themselves. G.>vernment have also 
set up separate Regional Advisory Committee for Sni.all Scale Industries in 
17 out of 23 Collectorates to resolve procedural difficulties of a general 
nature of Small Scale Industries. 

It has been represented to the Committee that the Central Advisory 
Council and the Regional Advisory Committees have Dot taken functioning 
satisfactorily. It is stated that the Central Advisory Council and the Regional 
Advisory Committees are not meeting frequently and follow up action on 
their recommendations is not taken promptly. The Committee find that the 
Central Advisory Council met only 5 times during the last 6 years from 
1973 to 1978. The representative of the Central Board of Excise and Customs 
has informed the Committee that hereafter the Council would meet twice 
a year---one before the Budget Session and again after the presentation of 
the Budget to ascertain the industries reactions on the Budget proposals. 
Decision to increase the frequency of meetings of the Central Council is a 
welcome decision but, needless to say, these meetings can serve a useful 
purpose only if the Government representatives at these meetings hear the 
representatives of the industries with an open mind and display an attitude 

.of accommodation to the extent possible. 
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The Committee note that the Central Board of Excise anU Customs 
originally prescribed four meetings a -year for Regional Adviloory Committees 
but, had later, reduced them.1o tw<;> meetings a year. It is, however, noticed 
that even this reduced scale of meetings has not been followed in case of 
Regional Advisory Committees in Ahmedabad, Bhubaneswar, Chandigarh, 
Delhi, Hyderabad, Jaipur, Madras, Madurai and Nagpur Collectorates. If 
the meetings are not held regularly and follow-up action is not taken prompt-
ly, it is no wonder, if the representatives of the industry lose interest in these 
Committees and develop an attitude of cynicism which is manifested in the 
admittedly thin attendance at the meetings of these Committees. The 
Committee cannot over-emphasise the importance of the Regional Advisory 
Committees which can not only serve as a useful forum for the representa-
tives of the industries to ventilate their grievances but also become a baro-
meter of public opinion on excise laws and procedures and the working of 
the Excise Collectorates for the benefit of Government. The Committee would 
like that the Central Board/Ministry should spare no effort to revive the 
interest of the industries in the Regional Advisory Committees and bring 
home to them the usefulness of these Committees. If meetings are held 

. frequently, point'> for discussion are invited and agenda circulated in advance, 
the views of the representatives heard with an open and sympathetic mind 
and their views on matters of policy conveyed to the appropriate authorities 
for sympathetic consideration, follow-up action is taken promptly and a report 
on the follow-up action made at the following meetings of the Committees, 
the Committee have no doubt that these Committees would evoke the enthu-
siasm of the industries and fulfil the object for which these Committees have 
been constituted. The Committee would like to be apprised of the concrete 
steps taken in this regard: 

The Committee regret to note the delay in constituting the Regional 
Advisory Committee in Delhi in 1978. They hope that the Ministry will 
take adequate measures to avoid the recurrence of such delay in Delhi or 
elsewhere, in the future. 

Action Taken 
The observations of the Committee have been carefully noted. All possible 

steps haw been taken to ensure that there is no delay in the re-constitution 
of the Regional Advisory Committees in the Central Excise Collectorates and 
that the meetings of the Regional Advisory Committees (both for the 
Organised Sector and the Small Scale Industries Sector) are held regularly. 
Copies of the instructions issued to all the Collectors of Central Excise in 
this behalf, are enclosed. 

[Min. of Finance D.O. No. 302/2f79-CX-9 dt. 8-11-1979J 



CHAPTER III 

RECOMMENDATION WHICH THE COMMITTEE DO NOT OESIIUj 
TO PURSUE IN VIEW OF GOVERNMENTS REPLIES. 

Recommendation No. 12 (paras 2.47, 2.48) 
The Committee are informed by several trade associations th.at there 

is cons: derable divergence in the interpretation of excise laws by different 
collectorates and even by different officers in the same COll~Ol·dte, 
resulting in the same commodity being classified under different 
tariff items by various officers. For example, "Orthotoluidine" is classified 
under Tariff Item 68 attracting 5 per cent duty in Gujarat whereas it is 
classified under Item 14-0 paying 31.5 per cent duty in Poona Collectorate. 
The Ministry of Finance have admitted that the conflicting inlerpr~lations in 
Gujarat and Poona Collectorates had not been reconciled till the latter half 
of 1978 ever. though the matter had been receiving attention of the authllrities 
since 1976. This is highly regrettable. 

The Committee have been apprised by the Min!stry of the various steps 
taken by them to avoid divergence of interpretation and to reconcile differen-
ces inviews. But in spite of all the steps taken if a dispute about interpretation 
remains unresolved for over two years, as has happened in the ca3e referred 
to above, the Committee cannot but conclude that there is something wrong 
not only in the drafting of exc:se laws, but also in the administrative machi-
nery and procedures introduced to avoid and resolve a disputes arising from 
divergent interpretations. 

Action Taken 

Paras 2.47 and 2.48 contain no recommendations but only cbservations 
of the Committee, which have been noted. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Recommendation No. 3S (Para 3.128) 
"The Committee note that at present no special concession under 

the Central Excise law is available to the industries located 
in backward areas. In view of the universally accepted need 
to pay special attention to the development of backward areas, 
the Committee would like the Government to examine the 
cdesirabnty of giving concessions/exemptions from excise duty 
to goods produced by units located in such areas. Such a step, 
the Committee feel, would act as an incentive to set up 
industries in backward areas and contribute to their faster 
prolZI'ess" . 
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Adion Taken 
The same question had come up for consideration in the past 

before the Planning Commission. It was felt that excise duty con'Cessions 
based on the location of industrial units in backward areas would involve 
a number of procedural aod administrative difficulties. In view of these 
difficulties, the Plannin&.. Commission recommended the grant of investment 
subsidy and concessional finance from the financial institutions as a more 
desirable alternative,Which was accepted by the National Development 
Council in 1969. The$e''-concessions are available even at present. Besides 
on the direct taxes side, tax concessions are available to industrial 
undertakings an9 hotels set up in backward areas. 

In view of the above position, Government do not consider it necessary 
to grant a general exemption from excise duty in respect of goods 
produced by industries located in backwaro areas. 

[Min. of Finance D.O. No. 302/2/19-CX-9 dt. 8-11-1979] 
Recommendation No. 39 (para 5.15) 

In the opinion of the Committee, the period of 5 years stipulated for 
re-opening cases of short levy on' the ground of fraud, collusion or wilful 
mis-statement or suppression of facts is too long. This should be reduced 
to three years, 

Action Taken 

1. The recommendation of the Estimates Committee for reduc-
tion of the period of five years for demanding duty short levied to three 
years has been carefully considered but has not been found acceptable 
on account of the following reasons:-

(i) Prior to revision of rules ro and lOA on 6-8-1977, duty short-
levied on grounds of fraud etc. could be demanded without 
any time limit. (In the light of the Venkatappiah Committee's 
recommendations) a conscious· and considered dicision was 
taken by the Government to limit the demands in case ot 
forgery, etc. to five years. 

(ii) On the Income-tax side, any assessment can be reopened up 
to 4 gears even where there is no default on the part of an 
assessee. However, where the assessee has suppressed some 
information or not filed the return, an assessment can be 
re-opened upto a period of 8 years. In cases where the tax 
involved exceeds Rs, 50J)OO/-, the assessment carr be re-opened 
even up to 16 years (Section 147 of the Income-tax Act), 

(iii) Though under section 468 of the Criminal Procedure Code, 
prosecution is to be launched within three years, this limit 
is not applicable in' respect of economic offences by virtue 
of the provisions of section 3 of the Economic offences 
(Inapplicability of Limitation) Act, 1974. ThUG, prosecution in 
economic offences can be launched without any limitation of 
time. 
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(iv) On 1he CUstoms side a similar time limit of 5 years has been 
prtscribed for demanding short-levy in case 01 wilful mis-
statement, suppression of fact and collusioJl etc. (Section 28 
of the Customs Act, 1962). The same Estimates Committee 
which went into customs matters at about the same time 'nas 
not recommended any reduction in this parallel time limit. 

2. This issues with the approval of the FinanCe Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

RecolllDleodation No. 52 (para 7.38) 

It has also been brought to the notice of the Committee that on 
many occasions the excise officers proceed against. assessees on trivial 
techno-clerical issues. In a written reply the Ministry stated that wbere 
a contravention of the Central Excise Rules making excisable goods liable 
to confiscation is detecte.d, it is necessary tnat the Excise Inspector seizes 
such goods in Jaw. According to the Ministry allowing discretion to the 
Inspector not to seize the goods involved just because it appears to him 
to be a purely technical offence "will not be a step in the right direction" 
though instructions to discourage seizures on purely technical or flimsy 
grounds have beerr issued to the staff. During evidence, however, the 
Chairman (If the Central Board stated that ··so far as technical offences 
are concerned, instructions have been issued that there need be no seizures 
and in tum some small penalty can be imposed". There is obviously an 
ambiguity between what the Central Board stated in written reply and 
what the ChairmalJ.. of the Central Board stated during evidenc.e. The 
Committee would like the Central Board/Ministry to look into this matter 
and make the position clear beyond doubt for the guidance of the excise 
officers. 

Action Taken 

The Board has in its confidential instructions issued under F. No. 207/ 
37-M/77-CX. 6 dated 21st September, 1978 said that book of a seizure 
goods would not be necessary where the violations of tbe rule is purely 
of a technical nature and the mistake commitfed by the assessee is on 
the face of it also not maiitfided. and there is also no evidence of intention 
to evade duty. In strch cases, it was stated that booking of offence case 
and imposin'g of a penalty, without actually effecting seizur;!!, would suffice. 

2. The then Chairman of the Central Board of Excise and Customs 
had during oral evidence said:-

"So far as technical offences are concerned instruction'S have been 
issued that there need be no seizure and in tern some small 
penalty can be imposed." 

It will be seerr that there is no ambiguity or conftlct between what was 
said in our written instructions and what was stated during oral evidence 
by the then Chairman. Consequently, there is Ira need to issue any further 
instructions for the guidance of the Excise Officers as stated by the 
Committee in para 7.38. 



60 

4. This issues with the approval of Additional Secretary. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt: 8-11-19791 

RecoJDlDelldation No. 53 (pan 7.50) 

7.50 It has beeD' represented to the Committee that seized goods are 
often kept pending for a long time C!using business loss. The Committee 
are informed by the Ministry that every effort is made by the Department 
to adjudicate seizure cases as early as possible but it being a time consuming 
process generally it takes about 6 months. According to the Ministry "no 
statutory limit has been--or in the nature of things, can be prescribed 
for finalisation of an adjudication proceeding". The Committee note that 
in 1976-77 out of 9585 seizure cases adjudicated, llearly 40 per cent of 
the cases (3885) took more than 6 months and over 700 seizure cases 
pertaining to that year have been pending till October, 1976 (i.e. even 
after the lapse of 1-1/2 years). These figures reveal rather unsatisfactory 
pi~ture of the Department's efficien'cy in this field. The efforts of the Board 
to get the seizure cases disposed of within a period of six months have 
not been effective. The Committee feel that in order to introduce a sense 
of urgency in dealin'g with seizure cases, it is necessary to fix a statutory 
limit of 6 months to dispose of such cases -; and if the seizure cases are not 
disposed of within the statutory period of six montbs; the goods should 
be released. . 

Action Taken 
The recommendatioD' has been examined carefully but not found 

acceptable (or the following reasons:-
(1) A time-limit for issue of show-cause notice within six months from 

the date of seizure has already been laid down. 
(2) Acijudication proc~.edings which commence with the issue of a 

show-cause notice are quasi-judicial in' nature and, therefore, the principles 
of natural justice have to be observed scrupulously before deciding a 
case. 

(3) No time-limit for disposal of a case by Courts has been prescribed. 
(4) Even interlocutory orders are appellable and if an appeal has been 

filed against such oUIers or such ord~fs are challenged in the court, 
adjudication proceedings are held up. 

(5) The principle aT "decree by default", i.e. immunity from punishment 
for an illegal action of. a paIjy due to lapse on the part of a Departmental 
Officer in not deciding the case in time, would oot be desirable. 

(6) In order to meet the statutory time-limit the adjudicating officer 
may aCt hastily to dispose of the cases, which is bound to effect the 
quality of his decision and would lead to an increase in the number of 
appeals and revisions. 

(7) Completion of adjudicating proceedings is not entirely in the hands 
of the DepartmeD't and the party has to be given reasonable opportunity 
to explain his case and rebut the evidence relied upon by the Department. 
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For this purpose, adequate time for replying to show-cause notices, 
personal hearing and croSs-examination of witnesses etc. has to be 
allowed. Adjournments and extensions asked for by the party have also 
to be allowed. This leads to the adjudication proceedings being prolonged. 

(8) Executive instni~Jons have already been issued for expeditious 
disposal of adjudication' cases. 

2. This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 



CHAPTER IV 

RECOMMENDA nON IN RESPECT OF WHICH REPLIES OF 
GOVERNMENT HAVE NOT BEEN ACCEPTED BY THE 

COMMITTEE 
Recommendations No.1, 2, 3 and 50 (Paras 1.32 to 1.37, 1.46, 1.47 & 7.28) 

The Committee note that at present excise duty is levied on 138 items. 
The number of units manufacturing excisable items as on 31 st March, 
1977 was 1,25,503. The total revenue collected from these items in 1976-77 
was Rs. 4221.35 crores. In 1976-77 out of 132 items on which excise 
duty was levied, 28 items accounted for 75 per cent of the total revenue 
collected from 9,886 units while the remaining 25 per cent of the revenue 
was collected from as many as 1,15,617 units. In other words, about 8 per 
cent of the total units contributed 75 per cent of the excise revenue and 
the remaining 92 per cent of the units yielded only 25 per cent of the 
revenue. According to the Ministry out of these 1,15,617 units, on 96,300 
units there is no excise control or the control is a simplified one. The 
number of effective points of collection after deducting these 96,300 units 
come to about 18,700. This, in the opinion of the Committee is a specious 
argument as, whether control is simplified or otherwise, the fact remaInS 
that all the 1,25,503 units which fall in the tax dragnet are subject to the 
excise rules and regulation's and out of them 9,886 units account for 75 
per cent of total revenue. 

Under the present scheme, excise duty is leviable at varIOUS stages, 
that is, at raw materials, intermediary products I components, finished 
products. With a view to minimising the number of assessees and points of 
contracts between the Excise authorities and the assessees, a suggestion 
has the effect of distorting relative factor prices. It would entail heavy 
(basic inputs) stage or at the end products stage. It has been conceded by 
the Ministry that the measure may be advantageous from the points of 
view of ease in administration and tax collection but it has certain dis-
advantages. Loading the tax at inputs stage has a 'regressive' impact and 
has the effect of distorting relative factor prices. It would entail heavy 
working outlay at the initial stage of manufacture, the burden of which 
would be carried down the line. Further, the value added at subsequent 
stages would not get effectively taxed. This view has also been supported 
by a former Member of Central Board of Excise and Customs who has 
said that this measure will particularly result in hardship to the small 
scale units which will be required to buy raw materials at a much higher 
cost. For example, in case of match box industry, if the duty is levied 
on potassium chlorate the basic raw materials for matches being manu-
fa~tured bv thre.(: unit~ only in the country, the administration of the duty 
Will become much easier and the large number of small scale units makin~ 
matches will escape the excise net. But it will be difficult for these small 
scale units to buy the raw material viz. potassium chlorate at an exorbitant 
price con'sequent on the levy of duty at raw material stage. 
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While the Committee see force in this argument, they wish to point 
out that excise duty is to be paid by these smaIl scale units in any case 
before they sell the finished products. Thus, shifting of the duty to the 
raw material stage should not mean any addition'Sl burden on thc small 
scale industry except that it will result in blocking of 1honey for some 
time. On the other hand, such units should feel great rl!lief as a result ,')f 
being liberated from the bondage of the excise laws. Beside:;, Government 
can also provide more potent ways to encourage small scale industries 
like reservation of production lines, differential rate of interest, finan'Cial 
subsidies, rebates, preferential purchases. 

Tile Committee note that levy cf duty at basic inputs stage has already 
been adopted by Government in some cases. For example, taxati{;D on 
art-silk fabrics was shifted from fabrics stage to fibre "tl:'ge with a view 
to checking evasion by various small scale units engaged in the production 
of art-silk fabrics and also with a view to minimising inconvenience to the 
large numbel of assessees. Similarly, in the case of plastics, the excise is 
levied only at the basic inputs s¥lge, viz. resin and not down the Itn'e. In 
the Committee's view there should be no difficulty in extending the system 
of levy of duty at source to more products like steel, copper, aluminium. 
zinc, match box etc. 

So far as tnin'g only the final products is concerned according to t1le 
Government, Ihis cannot be thought of for all commodities. Firstly, large 
sectors of economy will Jlave to remain untaxed (e.g. construction) and the 
taxation of such sectors is best achieved through taxation of inputs. 
Secondly, if manufactured inputs are freed of taxation, replacement con-
sumptioiJ. will escape taxation. According to the Ministry, another factor 
which will have to be kept in view is ensuring the built-in-income elasticity 
of tax system which means having taxes at all stag\!s of manufacture. 
The Committee are unable to appreciate this approach. They think the 
Ministry should be equally concerned with the simplification of the system 
and avoidance of harassment to the numerous small assessees which the 
present scheme of excise control entails. 

For example, in case of unmanufactured tobacco grea: harassment 1!j 
caused to thousands of growers by bringing them under excise control. 
In the opinion of the Committee, this can be avoided if the duty is levle(l 
on finished products like branded biris, cigarettes etc. foregolDg Outy on 
the unmanufactured tobacco used for some consumption. 

The Committee therefore strongly feel that the present system or 
excise control is complicated, complex and cumbersome. There cannot be 
two opinion on the need to simplify the scheme without affecting the 
revenue. One way of achieving simplification is to minimise the points of 
contacts between tbe assessees and excise authorities thus reducing scope 
for harassm~.nt of assessees, evasion of duty and( admini!ltrative expenditure. 
The Com~It1~e, therefore, recommend that the excise duty is lel'ied either 
at the bas!c lD~uts stage or at t~e end product stage as far as possible. 
To start ~Ith thiS sch~me may be .lDtrodu~~ on a selective .b~sis in respect 
of those Items where It can be easIly admlDlstered. Mter galDmg experic/l'ce 
in the field, Government may extend the system to mor.: and more items 
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progressively. The Committee need hardly stress that while revising the 
tax structurc for this purpose, Government should keep only revenue COll-
sideration in view and not their social objectives which call be implemented 
through other fiscal and monetary policies. 

The Committee are not in favour of double taxation of component! 
parts used in finished pr~ucts. The Committee stron~y feel that ca~cading 
effect of excise duty at dltIerent stages should be aVOided by extendmg the 
application of set-otI. procedure, Rule 56-A procedu~~ and. other .procedun::lI 
provided ~n the excise laws to all other commoditIes With SUitable safe-
guards agamst evasion. 

It is a fact that set-off procedures entail great difficulties in calculatlDg 
the quantum of excis!? at various stages. The pr!nciple somehow cannot 
be denied that excise shoul4 not have the cascadmg effect at every stage 
of mao'ufacture of different items with the same raw m!lterial. Both these 
problems could be resolved if the excise is imposed either at source or at 

. the end products. The Committee therefore, reaffirm their recommendation 
made in para 1.37 that the excise should be levied, as far as possible, 
either at the basic input stage or at the eod products. 

It has been the view of expert bodies that evasion has been pervaSiVe 
all these years. In the opinion of the O,.nmittee the evasion appears to be 
almost inherent in the present system of excise control which involves 
a very large number of excise assessees, big or small, spread throughout 
the length and breadth of the country. The task of reducin~ tax evasion 
would become easier if the recommendation made by the Committee in 
para 1.37 for levying excise as far as possible either at the source or at 
the finished product stage were to be implemented. This simplification and 
rationalisation in the system would make control over exci:-;e evasion more 
effective and go a long way in checking evasion. 

Action Taken 

Government takes note of the Committee's concern lor simplifying the 
system of excise control so as to reduce the scape for harassment, evasion 
of duty and administrative expenditure. It would, however, be difficult to 
accept, as a universal principle, the adoption of excise levy either at the 
basic input ~tage or at the end-product stage as mutually exclusive 
propositions, as suggested by the Committee for several reasons. 

Firstly, it would be difficult to arrive at the rate structure. Secondly, 
it would render differe'!tial taxation difficult. Thirdly, it would not by itself 
minimise the cascading effect or evasion. " 

Thus, th-e present system of excise taxation would have to continue 
and what could at best be considered would be to have extension of the 
tax credi~ proc~dures to as many final products as possible, keeping in view 
the admlDlstratlve, reX&DlJe and other implications so as to moderate the 
effect of input taxation. Where, however, in individual cas<!s it is felt that 
it would be appropriate to have the levy at only one of the stages, the 
same could be considered. 
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As regards the ltUggestion for keeping in view oniy revenue considerations 
and not other social objectives, while restructuring the pattern of excise 
levy, Government's view is that in an economy like ours, the role of 
an indirect tax particularly, Central Excises, which provide the bulk of 
Central tax revenue, cannot be one of raising revenue alone. Further, 
because of their impact on cash flow and prices, excises have a crucial 
role to play in regulating consumption. Besides, in the Indian context, 
progression in the structure of taxation has to be necessarily brought about 
through differential excise taxation; the need for enclJuragiI!8 labour 
intensive methods has also to be kept in view. 

In view of the above, Government are not in a position to accept the 
above suggestions of tlie Estimates Committee. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-19791 

Comments of the Committee 
Please see paras 1.15-1.17-Chapter I. 

RecommeDdafion No. 7 (para 2.19) 

The Committee also note that the Ministry have accepted the suggestion 
that excise notifications should be published in leading daily newspapers 
so that the assessees can come to know of excise levies promptly. The 
Committee feel that publication of excise r.otifications in leading dailv 
newspapers for general information can start immediately and this need 
not await the setting up of the Dtrectorate of Publications. 

Action Taken 

The recommendation of the Estimates Committee that publication of 
excise notifications in leading daily newspapers for gen.:ral information 
can start immediately and this need not await the setting up of the 
Directorate of Publication has been' carefully considered but has not been 
found acceptable on account of the following reasons;-

(i) Publication of the full text of notifications in the newspapers 
can be done only by way of advertisements which would be 
a quite expensive proposition. Publication of all the Excise 
notifications. ev~n in one English and one region'al language 
newspaper IS lIkely to cost about Rs. 90 lakh., in a year. 
Full coverage in newspapers will tnvolve the Government in 
almost prohibitive expense. It is felt that this does not appear 
to be commensurate with the benefit likely to be derived by 
the public. 

(ii) ~lich ac!\ZCrtisement~ will generally take 5 to 8 days to appear 
JO the press from the date of receipt of tllC notifications 111' 
the D.A.V.P. office. 

(iii) In. view of (ii) above. ~ublication of notificati0nJ in newspapers 
WIll not serve the deSIred purpose of quick transmission of 
information to the assessees. 
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(iv) Important notifications are even now given pUblicity by way 
of issue of press notes, and the substance of these usually does 
!tet published in newspapers. 

(v) Notifications (including exemptiQn notifications) are published 
in the official Gazette and also laid before the Parliament. 
(The official gazette is a priced publication available to the 
assessee). 

(vi) The Directorate of Publication has already been set up and 
it has started mailing of Notifications with effect from 1-4-1980 
to the persons/bodies who have got themselves registered 
with that -Directorate. Normally, notifications are printed and 
mailed within 48 hours of their publication in the Official 
Gazette. 

(vii) Assessees/Chambers who want to avoid the tim;;! 
transmission of the information by mail, can 
notifications, etc., from the Directorate's office, at 
the day. 

taken in 
collect the 
the end of 

<viii) Notifications are even now supplied by the Central Board 
of Excise & Customs direct to a large number of Federations, 
Associations, Chambers of Industry, Members of the Customs 
and CentQll Ex.eise Advisory Council who in turn are expected 
to pass on the information to their associate/constituent 
members. 

(ix) Notifications are sent to all Collectors Who in turn send them 
to all their field officers and issue trade n'otices enclosing 
copies of the notifications. 

2. This issues with the approval of the Finance Minister. 
[Min. of Hnance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Comments of the Committee 
Please see paras 1.20 & 1.21--Chapter I. 

Recommendation No. 11 (para 2.29) 
The Committee would like that an explanatory note drafted in a lucid 

and easily intelligible language explaining the scope and implications of a 
new rule or amendment, ~hould be appended to all the notifications, parti-
cularly amending notificartons, for guidance of the assessees. Thev would 
elso suggest that where necessary the relevant extract of the original notifica-
tion which is sought to be amended should also be appended to the amend-
ing notification to make the position absolutely clear to the read:!Ts. 

Action Taken 

Even at pTesent, the scope and effect of important and complicated noti-
fications is being explained in simple language through news relea<;es which 
arc carrieo by all important newspapers ,:lDd other information media. The 
Central Board of Excise and Customs also issues detailed instructions to the 
Collectors of Central Excise explaining the scope of the notifications issued 
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from time to time; in tum, the Collectors issue trade notices for the infor-
IDi.ltion of the assessees. A copy of the instructions issued recently in this 
regard is enclosed for perusal. 

Further, with the setting up of the Directorate of Publications, the issu\! 
of clarifications on various matters could be centralised and the scope of 
publicity would get enlarged. Thus, every effort is being made to cxp'lain 
to the public the scope and implications of the notifications issued from 
time to time and these efforts would be continued and also improved upon 
to the extent possible. 
[Ministry of Finance D. O. No. 302;2179-CX-9 dated 8-11-1979] 

Comments of the Committee 
Please see Para 1.25~hapter I. 

Recommendatioo No. 18 (para 2.64, 2.65) 
The Committee take notice of the almost unanimous demand frem the 

trade and industry that in order to avojj confusion and disputes in classifica-
tion of the excise tariff should be revised on scientific lines and realigned with 
the Customs Corporation Council Nomenclature (C.C.C.N.)-commonly 
called BTN (Brussels Tariff Nomenclature). Connnenting on the structure 
of excise tariff, the Working Group of Administrative Reforms Commission 
on Customs and Central Excise Administration (1968) had observed that 
"Central Excise tariff i,s a maze, overlaid wilh complexities and distorted 
by factors which are not germane to sound principles of texation" 
and in its administration "opportunities abound for differential trp.at-
ment and exercise of individual discretion, which could generate even into 
discrimination, abuse of power and corruption". The Committee note that the 
Indirect Taxation Enquiry Connnittee (1978)-Jha Committee-has endors-
ed the recommendation of the Tariff Revision Committee (1967) for adop-
tion of BTN to the extent possible and has suggested that in doing so, it 
·would be preferable to use the Indian commercial or trade identity for 
describing the range of products where the latter is considered more apprllpri-
ate. The Committee are informed that the customs briff has been brought 
in line with the BTN and in regard to excise tariff, the Government had been 
taking the terminology from BTN and using it to the extent possible. The 
Central Board of Excise and Customs informed the Committee during 
evidence that". . .. it may be more advantaegous if we have the wording 
with relation to Indian Standard Institution specifications rather than 
BTN .... ". 

The Committee are of the opinion that the scheme of c1as,;itication tor 
the purpose of Customs and Excise should be identical to avoid disputes in 
the levy of countervailing duty. And now when the customs tariff has al-
ready been restructured on the lines of BTN, there is no reason to delay 
the extension of Brn scheme to exci~e tariff. The Committee agree with the 
Jha Committee that in extenjing BTN to excise, Indian commercial lind 
trad identity mAV be used for describing products where it is considered to 
be more appropriate. While revising the excise tariff the lSI 3pccifications 
may also be kept in mind to set if and how these can be harmOn/sed with 
Brn scheme. The aimshaufd be to make the tariff a!" scientific &nd com-
prehensive as possible leavfng 1ittle scope for confusion for doubt. 
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Action Taken 
Government apprecIate the need for a comprehensive and scientific tantt 

for excise purposes on the lines of CCC nomenclature. However, so kng as 
the Customs tariff itself does not follow the c.c.c. nomenclature in toto, 
there seems little justification for making the excise tariff more elaborate than 
the customs tariff. 

In Government's view, there Is no immediate need for recastmg tne 
excise tariff to align It more closely with the Customs tariff. Over a period 
of time, however, efforts would be made to bring the excise tariff, as fully 
as possible, in line with the CUstoms tariff. In doing so, the suggestion mllde 
by Estim.lte Committee for harmonising the lSI specifications with the BTN 
scheme would be kept in vIew. 

[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Commenfs of tbe Committee 

Please see Para 1.33-Chapter I. 
&ecommendations Nos. 24 and 25 (Paras :'.59 to 3.64) 

The Commi:tee note that Section 4 of the Central Excise and Salt Act, 
1944 was amended by Central ·Excise and Salt Act, 19B with a view to 
overcoming certain difficulties experienced in valuation of exci~blc ~oods 
for purposes of excise duty, some of which got highlighted in the judgment 
of the Supreme Court in the Voltas case. 1 he new Section 4 of the Act 
which was brought into force with effect from 1 st October, 1975 provides, 
as far as practicable for assessment of duty of exciable goods on the basis 
of the normal price, i.e. the price at which such goods are ordinarily sold 
bv the assessee to an independent buyer in the course of wholesale trade. 
It will be the price charged by the manufacturer, i.e. subsequent wholesale 
transactions will not be relevant, and the v'alue will aim I"It the price closest 
to the stage of manufacture and removal of the excisable good". 

A large number of organimtions of industry have represented to the 
Committee that the amendment to section 4 brought into force In 1975 ha~ 
caused considerable complications and confusion with regard to the inclusion 
of post-manufacturing expenses for purposes of assessment of value. Ac-
cording to them the excis.:! duty is .1 tax on manufacture and should be kviec} 
only 01" manufacturing cost plus manufacturing profit as has been observed 
hy the Supreme Court in Voltas case. The manufacturers, it is stated bv 
the Central Board, would ask for deduction of post-m.'lnufacturing expeme~ 
like expenses on sales organisation, advertising etc. from the actual price 
but the Central Board of Excise and Customs are not prepared to accept 
a notional deduction from the actual price for post mnufacturing expenses. 
The Central Board are also not willing to I1bolish Section 4 and accept in-
voice value as the basis for calculating exci~e duty. The Central Board con-
sider definition of value as in Section 4 absolutelv imperative, A representative 
organisation of tra~ and former member of Central Board of Excise and 
Customs have suggested introduction of system of specific-duty to overcome 
the difficultits caused under section 4 but this view runs counter to the view 
of the Indirect Taxation Enquiry Committee-JhH Committee (1978). 
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The Committee note that as many as 134 cases relating to valuation under 
old section 4 and 48 cases relating to valuation under the amended Sectiun 
4 are pending before !be va'fious High Courts and Division Benches of High 
Courts. The Committee are very much concerned over the large number of 
disputes relating to valuation. 

The Committee note that the Department have sct up a cell to study in 
d~pth the quesion of valuaion taking into account the experience in adminis-
tering the amended Section. The Departmcnt hav'e also felt that the verdict 
of the Supreme Court in a batch of Special Leave petitions relating to valua-
tion under oid Section 4 which are currently pending before them, would 
settle the nature of the impost and its implications on the aspects of valua-
tion. Acc01ding to the Department any fresh legislative exercise for a clearer 
statement of the law coul donly emerge after these special Leave Petitions 
are decided. 

The Committee have considered the pros and cons of the v'aluation pro-
cedure laid down in Section 4 of the Central Excise and Salt Act. This pro· 
cedure gives wide discretion to excise Officers and has given rise to nume-
rous disputes between the Excise authorities and Assessees. As such, in the 
opinion of the Committee, this is not an ideal procedure and should be 
changed. The need of the moment is to simplify the law and procedure 111 
regard to Valuation under Section 4 so as to collect excise dutv promptly 
without getting involved in protracted disputes, dep'artmental or legal. 

The Committee see nothing worng in accepting invoice value as the 
basis for calculating excise duty and, allowing a standard dedlJction from 
Hie im-oiee vlue towards post manufacturing expenses to an extent to be 
determiped by Government. As the system of invoice value is already in 
vogue in the case of goods covered by Tariff Item 68, Government should 
have no fundamental objection in extending it to other Tariff itemc; on a 
selective basis. In expressing this view, the CommitN!c are not oblivious of 
the ric;k of under invoicing by unscrupulous manufacturers but if the invoice 
value system can reduce the number of disputes, narrow the sCOpe of ad-
ministrative discretions and result in saving on staff who can consequently 
be deployed to detect infringements and evasion, the risk is worth taking, 
with suitable provisions to give deterrent punishment to those found indulg-
ing in under-invoicing. 

Action Taken 

Paras 3.59 to 3.63 are observatory in nature. 

2. The Government have carefully examined the recommendation of 
the Estimates Committee in rl'1ra 3.64 that the Committee sees nothin!! 
wrong in accepting invQice value as the basis for calculating excise duty and; 
allowing, a standard deduction from the invoice vl'1lue towards post manu-
facturing expenses to an extent to be determined by the Gov'ernmcnt. 

3. The Government are unable to accept the recommendation of the 
Committee since it will involve the following difficulties : 

(a) Invoice value will not be .wailable in respect of goods meant 
for captive consumption ; 
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(b) Invoice value assessment will not be able to take care of trans-
actions which are otherwise than at 'arms length'; 

(c) Invoice values milY not be available at the time of clearance in 
those cases where the sales are effected from a place other than 
the factory gate ; the value at the place of sale will also include 
trading costs and profits ; 

(d) Ensuring uniformity in assessable value and quantum of discount 
allowed will pose a serious problem ; and 

(e) The Department will not have a declaration given by the assessee 
to go by, which is an essential requirement when assessment is 
done by the assessee himself. 

4. It may also be mentioned that the analogy of invoice value being 
accepted under item 68 is no longer valid. This system was introduced in the 
initial stages of levy under Item 68 when the rate"of duty on it was only 
1 per cent ad valorem. This method has since been abolished in view of th·~ 
increase in the rate of duty from 1 per cent to 8 p~r cent ad valor'!l11. 

5. This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Comments of the Committee 

Please see Para 1.42 & 1.43~hapter Y. 
Recommendation No. 26 (Para 3.65, 3.66) 

The Committee also feef tb.1t there is force in the suggestion that speci-
fic duty should be preferred to ad valorem duty to overcome the problems of 
valuation arising under Section 4 and minimising disputes on this account. 
If fixed judiciously and on a s~lective basis and specially if it is not inequi-
teous or irrational there is no renson why pecific duty should cr::ate distor-
tions or irrationalities as apprehended by Jha Committee (1978) or lead to 
any reduction in tax rev'enue. On the contrary it will enable the industry to 
know their duty liability beforehand, make it possible for the Government 
to arrIve at more accurate budgetary foreca~ts and minimise areas of ad-
ministrative discretions and litigation. 

Tr.e Committee would like the Government to examine both these sug-
gestions dispassionately from a practical rather than a legalistic angle and 
extend the systems of invoice value and pecific duty progressiv'ely to more 
and more items with a vfew to minimising disputes and expediting tax col-
lection. 

Action Taken 

The Government have carefully examined the recommendation contained 
in para 3.65 of the Estimates Committee that there is force in the sug-
gestion that specific duty should be preferred to ad valorem duty to ovel"-
come the problems of valuation arising under Section 4 and minimisi!1,:; (1~s­
pute on this account. 
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Ad valorem duties have a built-in elasticity and impart a greater 
degree of progression to the excise tax system. Specific duties on the other 
hand will entail frequent variations in rate and thus affect the stability of 
the tax structure. 

1. The Jha Committee which had gone into the whole gamut (of Indirect 
Taxation had observed that for a tax structure to be enduring, apart from 
ensuring adequacy of revenue, it must be acceptable from the point of view 
of equity and be consistent with econonuc priorities. The most important 
consideration in regard to equity is the degree of progression. The Committe·;) 
had, therefore, recommended a much greater use of ad valorem duties in lieu 
of s~ecific cfutil!s. 

4. In view of the above reasons, the Government are unable to accept 
the recommendation of the Committee. 

5. This issues with the approval of the Finance Minister. 
[Min. of Finance D.O. No. 302/2/79-CX-9 dt. 8-11-1979] 

Comments of tbe Committee 
Please see Paras 1.42 & 1.43-Chapter 1. 

Recommendation No. 40 (para 5.26) 
The Committee feel that the present system of raising less charge de-

mands and payment of refunds is unsatisfactory. Excise duty is a tax which 
is uHimately paid by the consumer. When goods are sold, the consumer pays 
the cxcise-duty as a part of the price. In cases where duty is under-assessed 
originally and less charge demands are raised, it is not possible for the manu-
facturer to recover the duty from the consumer. Similarly, in O'lses of initial 
Ov'er-assessment of duty, the benefit of refund, if any when granted, cannot 
normally be 'passed on to the consumers who must have in normal course 
been required to pay tne enhanced price, thus allowing the fortuitious bene-
fit to be retained by the assessees. The indirect Taxation Enquiry Committ,::e 
(Jha Committee 1978) have expressed the view that unless forgery, 
fraud or collusion is involved a change in cla~sificatiQn of a product result-
ing in higher rate of duty on the product should have a p'rospective effect. 
In the opinion of the Committee, the revision in classification should never 
operate retrospectively. It should always operate prospectively. 

Action Taken 
1. Revision of an ap'Prov'ed classification list is necessary in the follow-

ing situations :-
(i) Change in the tariff description I classification andlor rate of Basic 

Excise duty. 
(ii) Levy I abolition I modification of special additional, auxiliary or 

regulatory duties of excise or cess· 
(iii) Change in assessment as a result of a decision in apF~al revision. 

(iv) Change in assessment as a result of a court's judgment. 
(v) Change in assessment due to a Tariff Advice issued by the 

Board. 
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(vi) Change in assessment on account of an audit objection. 
(vii) Mis-declaration/suppre~sion of facts on the part of the assessee. 
( viii) ApPToved classification list being found to be wrsmg by the 

Department. 

2.1 Where the revsion is necessary for the reasons mentioned at (i) 
and (ii) .::tbove, the revisal classification list is effectiv'e from the date on 
which the change comes into force, in terms of rule 9A of the Central Excise 
Rules. . 

2.2 Revision of an approvel classification list as a result of the rea-
sons at (iii) and (iv) above is effective in terms of the decisionfjudgmcnt 
concerned. 

2.3 Where the revi"sion is due to the rc.::tsons at (v) to (viii) above, 
consequential refund or demand of differential duty is gOv'erned in terms of 
rule 10 and 11 of the Central Excise Rules, 1944 and retrospective effect 
to the revision of classifimtion list is given to the extent of the pericd speci-
fied in these rules. 

3.1 Where a mistake in approving the classification list in an individl\l'al 
case has been noticed it would not: be desirable to stop the Government from 
rectifying that error and recov'ering the duty. Provisions for revising such 
tax liability are cont3.ined in other taxation laws also. 

3.2 However, where there has been a uniform or near uniform practice of 
assessment throughout the Country and the classification list is revisad result-
ing in change in such practice, a pTovision has been lately made in section 11C 
of the Central Excise and Salt Act, 1944, for not recovering tht duty short-
levied, which thus gives only prospective effect to the revision. 

4.1 As regards making of a provision in the Central Excise on lines 
similar to that of the sales tax law of Gujara-t, (vide the oral evidence of the 
Finance Secretary in para 5.20 of the Report). the matter was referred to 
the Ministy of Law. They have stated that though such a provision will be 
constitutionally permissible its feasibility is doubteful on account of the 
following reasons :-

(i) It may not be easy to dis-entangle the excise duty element 
from the price element. 

(ii) Refund arising as a result of appeallrevision application does 
not mean that the initial recov'ery of duty was illegal. 

(iii) As refund will have to be passed by the manufacturer to th~ 
wholesale dealer it will merely result in shifting of the fortui-
tous benefit from the former to the latter. 

(vi) If it is decided not to accept the other part of the recommenda-
tion viz. that of demanding duty for past periods, then this sug-
gestion will result in an equitable status. . 

(v) The question of interest lost in res~ct of refundable amounts 
will have to be taken into consideration. 
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4.2 Apart from the above five reasons it will be -difficult to ascertain the 
quantum of duty n:wvered from bllyer in case where a part uf the 
duty has been aDsorbed by the manutacturer. 

4.3 Moreover the basis ot levy of sales tax and excise Juty are different. ' 
On the salcs tax sidc there is no normal approval of th...:: ratcs as in the 
case 01 Central Excise. Consequently wherc the initial I'lpproval of a Central 
Excise rate is incorrect, the ass''!ssee can hardly be blamed, and It cannot 
be said that he has acted illegally so as to warrant invoking the penal provi-
sions as in the Sales Tax law. 

5. This issue with the approval of the Finance Minister. 
[Ministry of Finance D.O. No. 302j2/79-CX.-9 dated 8-11-1979] 

Comments of the Committee 
Please see Para 1.53-Cholpter 1. 

Recommendation No. 41 (Para 5.38) 
The Committee note that the arrears of excise duty have incrca&cd from 

Rs. 78 crores as on 31st March, 1974 to Rs. 154.67 crores as on 31-3-1978. 
Although the progress in the liquidation of the arrears is reviewed by the 
Central Board penodlcaHy and special liquidation squads have been created 
in the Collectorates for making conctrted drive to realise the arrears, the 
p'0sition, instead of improving h,1S de:eriorated in the last two years. The 
Committee have been informed that out of Rs. 154.67 crores of Central 
Excise arrears as on 31-3-1978, the major portion viz. 111.09 crores (near-
ly 72 per cent) was accounted tor by disputed demands and r.;coverks in 
such cases are not possible till the appeals, revision petitions or court cases 
are decided by competent authorities. In order to m'!limise cases of arrears 
involved in disputed demands, a suggestion has been made that before 
filing appeal revision applio'ltion, the assessees should be giwn one of the 
two options, the viz. (1) he may cit her pay duty claimed by the depart-
ment first before filing appeal, r·:!v'ision application etc. and in case he wins 
the appeal etc. he may get back the amount with interest or (2) in the alter-
native he may be allowed to file the appeal without payment of the amount 
duty in dispute and in case he loses, he may be liable to pay duty with 
intercst thereon. The Committee welcom~ thh suggestion and recommend 
that Government may make a sdtablc provisirn in Ihis regard in the excise 
laws with a view to discouraging frivolous and dilatory aJ.'i'Peals: n:\'i~'ion ap-
plications and cxpediting recov'ery of excise dues. 

Action Taken 
As regards the recommendation regarding payment of interest either 

by the Department or the I'1ppdlant it is felt that this may lead to increase 
in arrears of revenue. This is because the Government's rate of interest is 
invariably much lower than that current in the market for loans advanced 
by financial institutions :lI1d private parties. That being so, no appellant 
would like to pay his dues before filing an appeal, because he can retain 
the amount at a much lower rate of interest than that at which he would have 
to Lorrow money from the market. Moreover, making such a provision in the 
law will confer a right on the appellant not to ptay his dues thus hampering 
the Dep'utment from enforcing recoveries till he has exhausted all the re~ 
medics available to him. 
29LSS/80-6 



74 

3. This iSSues with the approval of the Finance MiniSter. 
[Ministry of Finance D.O. No. 302/2/79-CX dated 8-11-1979] 

Comments of the Committee 
PleCl$e see para 1.57. Chapter I 

As part _of the Finance (No.2) Act, 1980, a provision has been madc 
for incorporating a new sectiob, viz. section 35F (given below) in the Cen-
tral Excises and Salt Act, 1944, which prov'ides for prior deposit of duty 
or penalty pending appeal-except in extenuating circumstances. This new 
section is likely to be brought into forct along with the setting up' of the 
Customs, Excise and Gold (Control) Tribunal and is expected to discour-
age frivolous and dilatory aPP'cals and help in expediting recovery of excise 
dues. 
Deposit, pending appeal, 35F. Where in any appeal under this Chapter the decision or ord~r 
of duty demanded or appealed against relates to any duty demanded in respect 
penalty levied. of goods which are not under the control of central excise 

authorities or any penalty levied under this Act, the person 
desirous of appealing against such decision or order shall, 
pending the appeal, deposit with the adjudicating authority· 
the duty demanded or the penalty levied. 

Provided tliat where in any particular case, the Collector 
(Appeals) or the Appellate Tribunal is of opinion that the 
deposit of duty demanded or penalty levied would cause 
undue hardship to such person, the Collector (Appeal) 
or, as the case may be, the Appellate Tribunal" may dis-
pense with such deposit subject to such conditions as he 
or it may deem fit to impose so as to safeguard the interests 
of revenue. 

Recommendation No. 54 (para 7.62, 7.63) 
The Committee note that the powers to arrest a. person other than owner 

or manager of a factory have been delegated to Inspectors (Who are non-
gazetted officers) whereas the power to summon someone for evidence 
or enquiry has been delegated to al'l. officer of a highcr rank. viz., superinten-
dent (a gazetted officer). This delegation was made in 1957. A central 
Excise Officer on field and p{eventive duties is requa'cd to travel to distant 
places remote from the headquarters of senior officers. If during the course 
of such a visit he is required to arrest a person according to the Ministry, 
it is imperative that he is given the ncces'lary powers to do so on the 
spot. The power of arrest which the Ministry say has certain inbuilt safe-
guards, is stated to have been conferred on an Inspector on account of 
expediency. The Ministry have informed t1).e Committee that no review 
of the exercise of these powers has been made though arrest for infringe-
ment of excise law was "almost a rare phenomenoa". In this regard some 
representatives of the Industry have stated that the excise officers, particularly 
at the field level, on revenue considerations, often harass the assessees. The 
Central Board have contended that no case of misuse of these powers have 
come to their notice. 
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The Committee would like that the delegation of power of arrest made 

over two decades ago to lower level officers Hke Inspectors should be re-
viewed in the light of experience and requirements of the changed situation. 
They feel that powers of arrest should bc dclegat.:d only to responsible officers 
who will not misuse or even threaten to misuse thcse powen>. 

Action Takea 

(1) Para 7.62 contains no recommendation but only observations of 
th;;! Committee. 

(2) As regards para 7.63 the delegation of powers of arrest have been 
reviewed as recommended by the Estimates Committee but for the foIIowing 
reasons it was decided not to disturb the status-quo ;.-

(i) In other sister Departments the powers of arrest are exercised 
hy the officer of rank equivalent to that of an Inspector of 
Central Excise. 

(ii) No specific instant of abuse or mi;u5e of these powers has come 
to light. 

(iii) Adequate measures also exist to prevent the abuse of powers 
of arrest, namely ;-

(a) The procedure prescribed in the Criminal Procedure Code 
is to be followed in respect of am~st of a person by the 
Central Excise Inspector; 

(b) The person arrested has to be producl.!d without deiay either 
to the nearest Central Excise Officer empowered to send the 
person so arrllSted to a Magistrate or to the officer-in-charge 
of the nearest Police Station. The Central Excise Officer 
before whom the arrested person is produced, has to enquire 
into the charge,s and if he finds that there is no sufficient evi-
dence or reasonable suspicion he can releas':! the p~rson on 
his executing a bond to appear before a Magistrate; 

(c) A Central Excise Inspector can be punished for vexatious 
arrest under section 22 of the Central Excises and Salt Act, 
1944 and the Conduct Rules; 

(d) Powers of the Inspector have b~cn restricted in case of an 
owner or a manager of a factory, who can be arrested ('nly 
with the written consent of the Assistant Collector. 

2. This is~pes with the approval of the Finance Minister. 
[Ministry of Finance D.O. No. 302/2f79-CX-9, dt. 2-11-1979] 

COllUDeots of tbe Committee 

Please see para 1.60-Chapter 1 

Reeo_Ddation No. 67 (paras 8.55 to 8.56) 
1 h: Committf~ note that the cost of collection in relation to revenue 

collection has progressively come down from 1.07 per cent in 1967-68 to 
~9 LSS/So-7 __ _ -



0.72 per cent in 1976-77. Altho~ ... the cost of collection in terms of per-
centage has come down, the actual expenditure on staff etc. has increased 
2i times from Rs. 12.2~ crores in 1967-68 to Rs. 30.40.crores in" 1976-77. 
1)llring the same period, the amount of revenue increased . from Rs:" "114::1 
C'l'ores to Rs. 4221 crores. It is thus evident that the reduction in cost 

. of collection in terms of ratio to the revenue collected was more on account 
Of Increase in earnings than on account ')f cC0nomy·" 10 expen-
diture. The Committee have been informed that the rise in cost of collection 
in absolute terms was due to (i) the increase in the emoluments of staff 
from time to time; (ii) the increase in stat! strength from 29476 as on 
1 .. 1-1968 to 39,234 as on 1-1-1967 above 33 per cent increase; (iii) the 
increase in the number of commodities covered by excise from 69 in 1967-68 
to 132 in 1976-77, and (iv) increase in the number of licensed units from 
89,492 in 1968-69 to 1,51,065 in 1976-77, representing a 68 per cent 
increase. . 

In" the absence of any comprchensive study of the starr strength and 
their deployment, the Committee are not in a poshion to judge whether 

" an increase of nearly 10";000 employees during a period of 9 years (1968-
1977) was justified even though there has been considerable expansion in 
the excise net work. The Committee feel that the organisahona! structure, 
staff strength and the deployment of staff at the headquarters and in the field 
units responsible for coHection of central excise and other related matters 
should be studied comprehensively by an independent body of experts to 
be appointed in consultation with the" Department of Administrative Reforms 
anci the Staff Inspection Unit of the Ministry of Finance and the Central 
lioard of Excise and Customs should review the position in the light of 
their report. The Committee hope that action in thi" regard will be initiated 
without delay and progress reported to them. 

Reply of Government 

The observations of the Committee contained in this para have beelJ 
noted. 

While it is correct that during a period of nine years (1968-1977) an 
increase of nearly 10,000 employees was made i.~ the various organisations 
of the Central Excise Department, most of these posts were for purposes 
of anti-smuggling and other work connected with Customs, though sanc-
tioned in the Central Excise organisations. It may not, therefore, be correct 
to state that there has been, during these years, a disproportionate expan .. 
sion in the staff dealing exclusively with Central Excise work. Havmg 
regard to the recommendations of the Estimates Committee Government 
have decided to undertake a selective study of ~mpo(tant aspects of Central 
Excise work, such as the procedures for filing aad approval of classification 
and price lists. 

[Ministry of Finance D.O. No. 302/2/79-CX-9 dated 8-11-1979] 
Comments of the Committee 

Please see para 1.64-Chapter I. 
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Recommendation No.' 69 (paras 8·68 to S.71) 

The Committee note that prior to the intfl)ductionof the scheme ot 
DcpartmentailsatlOn of Accounts, an assessee coming under the scheme of 
SeH-Removal Procedure could pay central excise duty by issuing a cheque 
and forwarding it under .l:{eglstered Post (Acknowledgen;:cIlt Vue) and takt.: 
credit for it from the date 01 despatch. With the introduction of the Scheme 
of Departmentalisation of accounts from 1-4-1977 ihis system has been 
withdrawn and the assessees arc now required to deposit the dues in auy 
of the nominated branches of the Public Sector Hanks whose number wa!> 
considerable delay. 

It has been represented by industry that und~r the revised system of 
making payment, the assessees experience com,illerablc hardship in clearing 
the goods. According to them, tne assessecs have to either make payment 
in cash for clearing the goods immediately or alterna.tively have to wait 
until the cheque is realised and banker's receipt is available which means 
considerable delay. 

The representatives of the industry have pleaucd that the assessccs should 
be allowed to make payment by cheque as previously. 

The Ministry ha~e adQu~d two main reasons for withdrawing the facility 
for making payments by cheque. First if permission to pay duly by cheques 
is allowed, it will result in financial accommodation to the assessees ranging 
upio 15 days in some cases till the cheque is el1cashed. This w0ulo be 
counter to the basic concept of f:;xcise Law that excisable goods shall not be 
removed without payment of due duty secondly the cheque facility was 
"widely abused'. Uuring the five years from 1972-73 to 1976- i7, on 
1487 occasions the cheques are stated to have bounced back, dnd In such 
cases penal action was taken taking into' account ~he circumstances and mel its 
of each case. 

The Committee do not find anything new III th::: arguments advanced 
by the Central Board/Ministry in support of withdrawal of cheque facility. 
If these factors did not discourage the Government from giving the cheque 
facility before 1-4-1977, there is no reason to give them too much import-
ance now just because departmental proct::dure relatmg to accounts has under-
gone a change. It is unreasonable to expect, as::;essccs to carry bagfuls of 
cash for deposit in the banks in the modern age when payment through 
cheque is the order of the day. They suggest that the Government ~hould 
re-.:cnsider the payment procedure and introduce th~ cheque faciEty fer 
payment of excise duty with suitable safeguards against bouncing of cheques 
aGd abuse of this facility. They would like that the .1SSCSSC.2s who are 
found to have abused this facility deliberately should be sternly d~lt with. 

Action Taken 
1. Paras 868 to 8.70 contain no r~ctlmmendatjot] but OD)Y ohsc!vation.s 

d the Comm~ttee. 

2. The recommendation made by the Estimates Committee regarding re-
introduction d the Special Cheque Facility for payment of duty has b-;'cTJ 
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carefulh' considered and it is felt that the recommendatio··1 cannot bl! 
~ for the following reasons :- . 

ti) Wit:1 the introduction of the Sclt:!':lle of Departmcilta!isation of 
Accounts, the collection points have increased to sucl: an extent 
that the Special Cheque facility c~not be considered any longer 
necessary. 

(ii) The re-introduction of the Special Cheque facjJity will be in-
consistent with the Scheme of DcpaitmentaJisatio 1 of Accounts 
~l.ich stipulates payment of duty into a nominated Bank unJer 
TR. 6 (Undt:r the Special Cheque Facility payment was being 
malic to the C.A.O.). The facility cannot bc introduced 
wittout a major change in the very Scheme of Departmentalisa-
tien of Accounts. 

(iiI) Sjnc~ the credit in the Acco:.mt Current ca'l be taken b) an 
as~~ssee immediately on despatch of the cheque under the 
Special Cheque facility, but the amount can be realised and act-
uallv credited in the Government aCC\)l!Jlt only after s~me time, 
difficulties in accounting and reconciling the credit entries are 
bound to be created. 

(iv) l nder the Special Ch~que "yste.n, the assessee gets a kind 0f 
"oyer draft" facility tiB the lime d ~pcasI-.ment of his chcque. 
Such financial accommodation ig irrc!,'Ular and should oc more 
appropriately looked after by ~he rlnancial institutions'taliks 
than by thc Central Excise Department which is basicaJIy a 
revenue collecting agency and I!ot a finandal institution. 

(V) Linder the law, excise duty h.lS t'J b·~ paid before removal of 
excisable goods from the place of manufacture or production. 
Since there is always a few days' gap between the time of 
despatch of a (,Special') cheque and its encashment, goods re· 
rr.oved during thc intervening p~riod will not b,~ complymg with 
the legal requirement of having discharged the duty Eaoility 
before removal. The cheque fadlity will thus be inconsistent 
with the basic concept of excise duty collection. 

(vi) Whcn the Special Cheque facility was in operation, ( disturb-
ingJy), a number of cases of "!JOU·.1ChiJ1g" of cheques had come 
to light. During the period of five Years prior to 1-4-1977, as 
many as 1487 such cases had been reported. 

I vii) It h<}c also been noticed that an ass<!ssee at timl's woula dcii-
blfately "stall" the encashment of his cheque till he had su!li-
cient funds in his account to conr it [However, proving this is 
difl1cult on account of the fact that under the nanking L:tws 
the transactions between the Banks and their clients are of a 
"Privileged nature" and not divulgible]. 

(viii) The Comptroller and Auditor Genenl (C&AG) had pointed out 
a number of instances where the cheque fac;]ity hali been mi.s-
used by the assessees. 

tb.) Th::; Public Accounts Committee ha1 also made adverse obser-
vations regarding the Special Cheque Systcm. 
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(x) Durir,g the Bank strike in December, 1978, and January, 1979, 
the Special Cheque facility had to be temporarily allowed. If 
, .. as ogserved that the realisation of the cheques took normally 
more-tlian a month and in some cases even more. 

(xi) Eveu under the present Scheme of Departmentalisation of 
Accounts payment under TR. 6 Challan can be made through 
l'. cheque. Assessee need not carry cash for dCl.l.Jsit in the 
Bank. 

3. This issuc:i with the approval of the Fiaa.1;e Mmister. 
[Ministry of Finance D.O. No. 302J2/79-CX-9, dt. 8-11-19791 

Comments of the Committee 
PI. see Pan 1.69-Chapter I. 
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CHAPTER V 
RECOMMENDA nONS IN RESPECf OF WHICH FINAL REPLIES 

OF GOVERNMENT ARE AWAITED 

Recommendation Serial No. 19 (Paras 3.9 to 3.11) 

The Con,mittet' feel concerned over the reported inordinate delay that 
takes p!a.::e at present in approval of classification Jists, resultmg in hardship 
to the assessees. Due to delay in approval of classification lists, the assessees 
have tc.- rt:soJ"l to provisional assessments which prolong uncertainty in 
respect of their final tax liability. If the assessees have to resort charges 
higher rate of duty, he would be charging higher price to the customer and 

. getting the differential amount of duty as refund which he may not pass on 
to the customers. If the assesse~ charges less duty he is faced with the 
problem of paying extra duty from his own l-0cket as it may not be possiblc 
for Lim to recover it from the customer. 

A flllrnber of committees in the past have recommended fixatiou of 
statl'tory time limit for approval of classification list. The Central Excise 
(Self Removal Procedure) Review Committee (1975) recommended that the 
Govcrr;ment may prescribe 2 or more stipulated prioos for two or l.wre ~cts 
of circumstance~ thus providing for contingen..:ies wher~ the delay might 
be beyond the control of the officer. The stipulated period should ordinarily 
be !l matter of days and in no case more than 3 months. Th~ Indirect 
Ta'.ation Inquiry Committee (1978) (Iha Committee) reCOn7!Lcllrll.-G l.t 
statlltory time Jimi· of a fortnight for most cases and not mor~ than 3 months 
in any case, for approval of clas,sification lists. 

The eel, tral Board of Excise and Customs have issued departmental 
instructior.s to the Collectors that approval of classification list should be 
accorded a,s early as possible, normally, in a matter of days and in no case, 
more than three months. The Committee have been informed that in the 
opinion of tbe Central Board, if time limits are fixed, it will result in hastIy 
decisions and in more disputes and more claims. The Committee are not 
convinced by the arguments advanced by the Government against the fixa-
tion of time limit though they appreciate that in a few ca,ses, it might not 
be p~\ssible for thp. assessing oiTIcers to approve that final cla:;sil1cation w·lI.in 
the time limit especially in cases where laborntory results take a longer time. 
Th'~ C'lDm~ttec feel that as suggested bv the S.R.P. Review Committee, 
Government C31l provide for suc1~ contingen6es by pre3cribing t\\'1) or more 
stipubted period, for two or more sets ,)f circum<;tap;;:s, hut th(,fC is no 
justifieafion for keeping provisional approval of a classification list open for 
an indelmite ie:1gth of time. As delays on the part of excise ofliccrs persist 
in ac coniinf)Y approval to classification lists dcspite ciepartment;}! instruc-
tions, the Committee agree with the Indirect Taxation Enquiry Committee, 
1978, Jha Corr.mittee that a time has come wt.en statutory time limit should 
be fixed for apRroving the classification lists. In case the classification li~t 

80 
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is not approved within the stipulated period, the classification claimed by 
assessees should be deemed to be final. Any r~vision in the list should only 
be P[~pective in operation and not retrospective. .. 

Action Takea 

Paras 3.9 and 3.10 contains no recommendation but only observations 
of tbe Cc.mmittee. 

2. The question of fixation of a statutory time lim~t fo: appruval of the 
cIa~~ifkation list was examined on the recomm.;:~datilll1s made by the Ccntr&l 
Excise (SKP) Rev~ew Committee and it was considered not advisable to 
fix such ~ tJme limit statutorily. However the same purpose was sought to 
be achieved by fixing time limits through departmental instructions. Under 
these insLrtlctio[ls, different time limits have b~en fixed for the approval d a 
ciassificaticn list to meet different situations. In norm 11 cases where all the 
neccs<;ary information or details have' been fumis3ed by the assessee, a 
period of 15 days has been stipulated; where the Chemical Examiner's Report 
is required a period of one month has been !.tipulaled; where an article is 
put to alternate meg or a personal hearing is to be given to the assessee to 
explain h~ point of view, or where an on the spot study is called, for or 
COB'nl~tations witl. experts are required, a period of 2 months has be!;"n 
stipulated, and in cases of new products a period of three months has been 
stipulated. Thus generally classification lists will get approved anywhere 
within 15 days Ll within three months. 

l\1C1reoyer under Rule 173CC as inserted vide N oriiication No. 10 I7R-
CE dated 25-1-1978 an assessee can remove goccs in certain case::. ""en 
pending approv<'.l of the classification list by t!J.e prop"r officer. 

3. Under Board's D.O. F. No. 202/16j78-CX 6 dated the 26th October, 
1979, it has again been brought home to the field fOrmations that the above 
time limits should be strictly adhered to. 

4. This issues with the approval of the Finan.;e Mini~ter who has also 
observed that as this is an important recommendation which \\111 require 
legislation if it is found to be ultimately acceplabie to the Government, a 
final decision in the matter will have to iJe def~rr-!d till a new G(IVcrnment 
takes ever after the elections take place. 

5. The recommendation to the effect that revi,sion of the classification 
list should have only prospective effect has also been examined. In this 
regard please refe~' to the Action Taken Note on para 5.26 (SJ No. 40 
of SummarY'of Recommendations/observations). 

[Ministry ef Finance D.O. No. 302j2/79-CX-9, dt. 8-11-1979] 

Recommendation No. 20 (paras 3~29, 3.~) 
The Comrr,ittee are concerned to note that considerabIe hardship is 

being e:-;.perknceo by assessees due to Jelay in funishing test, results by 
the laboratories working under the control of Central Board of Excise and 
Customs. Delay in the receipt of test results causes delay in approval of 
classification of goods and finalisation of assessments. The Ministry ha"e 
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admitted that although efforts are made to furnish the test report by a .labo-
ratory with ~n . a period of 14 days, the Hme lag ordinariI!. more than this 
and that deiays take place in the laboratories. 1 ~e Ministry ar~ not in 
favour of fu!n~ a time limit for furnishing the test report in view of the 
fact that tl..! tim~, taken in conductir.J a test report dependS on the nature 
of the test to be conducted the work load- of a particular laboratory etc. 
In order to cut down delays in this regard, the Ministry have laid down a 
procedure ill December, 1977 thereby reduced th,~ quantum of samr.les to 
be drawn for test purpose and requiring only 1/3 Of the samples drawn 
to be sent to the laboratories for conducting tests so that the work of the 
labordtorie~ could be considerably reduced. 

The SRP Review Coinmittee (1975) and the Jha Committee (1978) 
have !,ointed out de~encies and inadequacies in respect. 0' the tl'st facilities 
and other ancillarY matters like promptness in th~ matter of tests etc. in 
the laboratories. The Government have set up an Expert Committee in 
May, IlJ78 to examine the working of the laboratories under the control 
of Central Board of Excise and Customs with a view to improving tht'ir 
working and efficiency. The Report of. the Expert Committee is expected 
to be submitted by May, 1979. The Committee would like to be apprised 
of the recommenda~s made by the Expert Committee and action taken 
by Government in pursuance thereof. 

llepIy of Government 

40 copies of the report of the Experts Committ~ on the reorganisatJon 
of Central Revenues Laboratories are sent herewith.. The COlT'Dlitte:!'s re-
commendations are being examined and deeisic)'1$ taker:. thereon w:U ~e 
intimated t{) the Estimates Committee in due course. 

[Ministry of Finance D.O. No. 3CY2J2/79-CX-9, dt. 8-11:-1979] 
. Recommendation No. 21 (paru 3.31, 3.32) 

The Committee note the observations of the SRP Review Committee 
(1975) that a vast majority of the test required to be carried out by the 
laboratories are essentially chemical in character while for other tests (of 
which the number is reportedly not more than 2 per cent), the laboratories 
ha.ve established the necessary liaision with Government and semi-Government 
institutIOns. . 

Th'J Committee have been informed by the Ministry that in cases where 
the ctpartmental laboratories are not equipped to conduct a particul&r test, 
test fadiIti,s available at renowned hiboratories such as National Test Hous~, 
Alipur, State Drug~ Laboratories, Sasmira Laboratory in Bombay. Bata and 
Dunlop Laboratories (for synthetic rubber te5tins), National Chemic.al 
laboratOIY, Poon~, etc. are availed of. In vie;v of the admitted inade-
quacies of the existing departmental laboratories to conduct tests and furnish 
resu1ts without delay and in view of the fact that Government ar~ already 
m'lking use of the testing facilities in several other Governme!lt, semi-
Govcrnmt:nt a:td private laboratories, the Committee would like the Govetn-
ment to id(.nlify more outside laboratories of requisite standing and techni;ml 
competence and avail of the testing facilities available with them so as 
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to get results of all the selected samples within a period of 14 days. GOv'ern-
ment may lay down standards of tests for the guidance of outside laboratories 
to ensure uniiormity and continuity of approach between the depa.rtmental 
and non--departnrentallaboratories. 

Reply of GOTemment 

The observations of the Estimate Committee are covcred by thc rc.:om-
m'!11datlons in Chapter 4 of the Report of the Expert CornrJttce 

[Min. of Finance D.O. No. 302/2/79-CX-9, dt. 8-] 1-1979] 

Recommendation No. 22 (para 3.33) 
The Committee note that the Ministry propose to augment the test 

facilities at the departmental laboratories by installing sophisticated equip-
ment for various tests. While drawing the attention to the SRP Re-
view Committee (1975) observation that in 3ev~ral cases it would not only 
be uneconomical but involve avoidable expenditure to equip the control 
laboratories with the paraphernalia for other than chemical tests the Com-
mittee would like to emphasize that if adequate testing facilities exist in 
other government and semi-government laboratories of standing and they 
can be persuaded to accept samples for tests for the purpose of Central 
Excise Tariff, it would not be prudent for Government either to incur high 
expenditure on strengthening testing facilities in existing departmental lab-
oratories or to set up new departmental laboratories unless there are over-
riding considerations. The Committee would like the Government to re-
examine the question of purchase of sophisticated equipment for departmen-
tal laboratories from these angles and ensure that public funds are not spent 
in duplicating facilities unnecessarily. 

Reply of GoVeI'DlMnt 

The observations of the Estimates Committee arc covered by the rcC{)m-
mendations contained in Chapter 14 of the Report of the Export Com--
mittee. 

[Ministry of l'inance D.O. No. 302j2/79-CX-9, dt. 8-11-1979] 

Reconunentlation No. 23 (para 3.34) 

It has been suggested to the Committee that a certificate produced by 
asses,see from laboratories certificate by the Central Excise department 
should be accepted for deciain-g -tfassification etc. The Committee have 
been informed by the Department that the testing standards of the 
Central Excise laboratories conform to the Central Excise Tariff while 
the outside laboratories may conduct the tests from a different angle and 
hence test reports of outside laboratories would not be useful fot the pur-
pose of classification with relation to Central Excise Tariff. The Committee 
arc unable to accept the argument. The Committee feel that this difficulty 
can be avoided if the Department lay down the standards required for tests 
relevant to the Central Excise Tariff for guidance of outside laboratories. 
The Committee would suggest that the Department should notify a panel 
of approved laboratories including the National Laboratories which may 
be approached by assessees for having their samples tested and whose test 
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reports may be acceptable to the Government. Such a step in the opinion 
of the committee would not only reduce the burden on the Central Excise 
laboratories but also avoid undue delay in finalisation of classification and 
assessments. 

Reply of Government 
The observations of the Estimates Committee are covered by the re<-

commendations contained in Chapter 5 of the Report of the Expert Com-
mittee. 

[Ministry of Finance D.O. No. 302J2/79-CX.-9, dt. 8-11-19791 

Fwther information asked for 
The Ministry may please indicate the action taken on the recommen-

dations of the Expert Committee on Control Laooratoric'>. 
L.S.S. O.M. No. 20/2/EC/79 dated 2nd February, 1980 

'Furthu reply of the Government 
The Expert Committee on CRCLs has made a large number of reoom~ 

mendations numbering about 167. Many of the recommendations have far 
reaching implications ; some touching even the Pay Scale~ of Central Re-
venue Secvice Personnel. An Empowered Committee has been set up to 
process : the report and to examine the recommendations for t):)eir accep-
tance or otherwise. The Committee has commenced this work. In resp..~ct of 
various matters covered by the recommendations, consultation with oth~r 
DepartmentslMinistries will also be necessary. The processing of the ReP<'rt 
will, therefore, take time. 

Recommendation No. 27 (paras 3.74 to 3.77) 

The Committc!c feel very much concerned over the inordinate delays 
that take place at present in finalising the provisional assessments resulting 
in serious difficulties to the assessees in recovering from the consumers 
any excess duty required to be paid by the assessees after the finalisation 
of the assessments. 

The Committee have been informed that the de1aYii in finalisation ot 
assessments were mainly due to non-receipt of information such as cost-
data, supporting data etc. from the assessees, non-receipt of test reports, 
the time taken in receiving clarifications/decisions from the Board/Govt. 
and orders an appeals, etc. It is stated that instructions have been issued 
by the Board laying down a time limit of three months for finalisin.!! provi-
simlal assessments except in difficult cases which should be reported to the 
Collector for his personal attention. Instructions have also been i3sued to 
the Collectors that the provisional assessments pending as on 1st July, 1978 
should be finalised by the end of Decemeber, 1978. 

The Committee, however, find that out of the 4333 cases reported to he 
pending in December, 1978, 3270 cases representing nearly 76 per cent of 
the total cases, were pending for more than 3 months; 756 (17 per cent) 
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cases were pending for a period ranging between 6-12 months and 1648 
(34 per cent) cases for one year and above. 

This clearly shows that the executive instructions requiring finalisatiolJ 
of provisional assessment within 3 months hav'e failed to speed up finali-
sation of provisional assessments. It is in the context of the failure of the 
executive instructions, that the question of laying down statutory limit fer 
finalisation of provisional assessments assumes added importa.nce. The 
Committee are not convienced with the arguments of the Central Board of 
Excise and Customs against the fixing of satutory time limit. The Com-
mittee endorse the views of the Public Accounts Committee (Fifth Lok 
Sabha) expressed in their 44th and 83rd Reports and the Indirect Taxation 
Enquiry Committee (1978) and recommend that a time limt should be 
stipulated in the Excise laws for finalising provisional assessments. 

Action Taken 

Paras 3.74, 3.75 and 3.76 contain no recommendatIOn but only obser-
vations of the Committee. 

2. The recommendation regarding fixation of a statutory time limit in 
the excise laws for finalisation of provisional assessments he.s been examined. 

3.1 A similar recommendation made by the P.A·C. in para 1.18 of its 
83rd report had been examined earlier but was not found acceptable. How-
ever in view of its recommendations, departmental instructions were issued 
to the effect that in order to prevent an assessee from prolongi~g the benefit 
of lower provisional assessments by delaying submission of documents neces-
sary for finalising an issue, a time limit for sublll'i3sion of the relevant neces-
sary documents should be prescribed and if the as')essee still did not comply 
w!th the demand, the benefit of assessment at th~ lower rate should be with-
drawn. . 

3.2 Thereafter the Board has from time to time reiterated the instruc-
tions to the effect that provisional assessment should as far as possible be 
finalised within a period of six months. 

3.3. The instructions regarding finalisation of provisional assessments 
with a stipulated period fixed by departmental instructions have been re-
iterated in F. No. 202/16j78-CX. 6 dated the 26th October, 1979. 

4. This issues with the approval of the Finance Minister who has also 
observed that as this is an important recommendation which will require 
legislation if it is found to be uitirrratcly acceptable to the Government, a 
final decision in the matter will have to be deferred till a new Government 
takes over after the elections take place. 

(Ministry of Finance D.O. No. 302[2!79-CX-9 dt. 8-11-1979) 

Recommendation No. 29 (para 3.96 to 3.98) 

The Committee note that the tariff values are fixed for assessment pur-
poses for such of the products as have rapidly fluctuating market, or where 
the reJevant tariff comprises v'arious sub-items but the variation ill price 
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fluctuations is not very wide. Tariff valu~s for the purpos~ of assessment are 
fixed to obviate practical difficulties in determining assessable values under 
Section 4 of the Central Excise & Salt Act, 1944. For fixing the tarid values, 
the average price of a given commodity is worked out as a whole, but where 
the number of manufacturers is very large, a representative study is done. 
At present, tariff values have been fixed in respect of 8 items. . 

Some of the representatives of the industry favoured extension of the 
system of tariff value as it would (i) minimise dispute regarding valuation 
of goods, (li) facilitate the asses~ees ~o know their duty liability, (iii) facili-
tate the Government to forecast revenue potential more precisely. 1t was 
also argued that the system of fixing tariff values which in effect is a specific 
rate of duty would be administratively convenient. However, some ethers 
have felt that the system of fixing tariff values should be dispensed with . 
(i) a::o this system tends to penalise more efficient manufacturers who may be 
producing an item at a price lower than the tariff value and (ii) at times 
of. falling prices, the manufactuerers have to pay duty for a higher value. 

In view of the fact that the system of fixing tariff values has a number 
of advantages like minimising scope for disputes relating to valuation, facili-
tatiug the assessees to know their duty liability, and being convenient to 
admi1Jister, the Committee suggest that the system of tariff values 'be ex-
tended to other items on the tariff except where either it is not practicable 
or it is likely to create more problems than it may solv·e. 

Action Taken 

The observations made in paras 3.96 and 3.97 have been noted. 

In para 3.98, the Committee has recoIIll11ended extending the system ot 
tariff values to other items in the Tariff. The effect of fixing tariff values is 
somewhat like converting them to specific duties.. Ad-valorem duties have a 
natural buoyancy, and receipts from them automatically increase with a 
rise in prices. It is for this reason that the Jha Committee had favoured 
Ad-valorem duties. Fixation of tariff values, which in the nature of things 
cannot be varied at very short intervals, should therefore be restricted to 
situations where their use ~ unavoidable or inescapahle. 

It may also be observed that the Bombay High Court has held that the 
method of fixing tariff values based on the weighted average of prices is 
illegal. Although an appeal has been filed against this decision in the 
Supreme Court, it is considered fIl1ldent to watch the outco~. 

[Ministry of Finance D.O. No. 302/2(79-CX-9, dt. 8-11-1979] 

Fmther information asked for 
7. The Ministry have stated that a case regarding fixing of tariff values 

was pending before the Supreme Court. The latest position may please be 
intimated. 

L.S.S. O.M.No. 20121ECI79 dated 2nd February, 1980 
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Further repl, of Government 
The case is still pending before the Supreme Court and the Appeal has 

not, as yet, come up for hearing. 

Ministry of Finance, Department of Revenue, 
(Ministry of Finance D.O. No. 30212179-CX-9 Dt. 8-11-1979) 

Recommendation No. 32 (paras 3.120 to 3.124) 
The Committee note that in exercise of the powers vested in the 

Government under Rule 8(1) of the Central Excise Rules 1974, more 
than 600 exemption notifications have been issued by t!Ie Government of 
India exempting wholly or partly the payment of eXCl<;e duty. Some. of 
the considerations on which exemptions have been granted are: promotion 
of exports, manufacture of goods for defen'Ce use, encourageme!1t of 
higher production, incentive for agricultural sector, small scale industnes. 

In seeking to give effect to these concessions, different criteria like 
value of clearance, capital investment, use or non-use of power, installed 
capacity etc. ""ere adopted. The Indirect Taxation Enquiry Committee 
(1978) which also examined these diverse criteria felt that the value of 
production of a unit would be the most rational basis for granting con-
cession'S to small producers. The Committee also suggested that concessions 
should be given on slab system to avoid the hardship to producers on 
the border line' between the small and organised sectors. 

The Ministry of Finance have informed the Commlttee that as part 
of the Budget Proposals for 1978-79, a review of the system of exemption'S 
was made in the light of the recommendations of the Indirect Taxation 
Enquiry Committee (1978) and the criterion of "value of clearance" in the 
preceding year was adopted for 69 items of small scale industries. Similar 
criterion has been adopted in respect of goods falling under Tariff Item 68. 

It has, however, been contended by a number of organisation's that the 
"value of clearance" criterion adopted for grant of exemptions encourages 
fragmentation of units' and also the tendency on the part of an assessee 
not to grow bigger. For example, exemption from payment of duty is 
granted to a small scale unit producing items covered under Tariff Item 68 
on the first clearance of goods upto the value of Rs. 30 lakhs if the unit 
produced goods upto Rs. 30 lakhs in' the preceding year, but if a unit 
produced goods worth more than Rs. 30 lakhs in the preceding year, it 
will have to pay duty on the whole of its production during the current 
year. 

The Committee have gone into the question of criteria to be adopted 
for grant of exemptioLrs to small scale industries. They do not agree with 
the Jha Committee (1"978) that the value of production of a unit should 
be the basis for granting concessions to small producers as this criterion 
might result in denying the con'cession to a large number of small scale 
units using high value inputs' besides acting as a disincentive to higher 
produ<:tion and en'Coural!'ing fra~entation of uiiits. In the opinion of the 
Commtttee, for grant of exemptions to small scale units, the investment 
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in plant and machinery should be the friterion' and the units f~n~ under 
the category of 'sman scale industry as defined by the Mtnlstry of 
Industry should be given the concessions regardless of tum over. 

Action Taken 

The recommendations of the Estimates Committee contained in paras 
3.120 to 3.124 of their 28th report are under the consideration of the 
Government. 
[Min. of Finance D.O. No. 302j2/79-CX-9 dt. 8-11-1979] 

RecoJlllllendation No. 37 (para 5.22, 5.23) 
The Committee note that under Rule 11 of the Central Excise Rules. 

1944 time limit of 6 months has been prescribed for claiming refund 
of excise duty. A number of association and industries have suggested to 
the Committee that the statutory time limit should be laid down for making 
refunds and in ca.c;e refunds are not made within the statutory period, 
a prescribed rate of interest as in the case of income-tax should be allowed 
on all refunds. The Indirect Taxation Enquiry Committee (Jha Committee 
f978) has also recommended that a time has come when statutory time 
limit should be fixed for sanction of refunds of excise duty. The Committee 
have been informed by the Ministry that the question of fixation of 
statutory time limit for sanction of refund claims has been examined by 
the Government in the past but it has.not been found feasible as a statutory 
limit may result in undue haste in disposing of cases on the part of officers 
to the detriment of assessee's interests and also because in many O'1ses 
it may not be possible to verify the claims within the time limit. The 
Ministry have issued executiv·e imtructions to the effect that every effort 
should be made to sanction refunds within a period of 3 months and if 
the claims cannot be sanctioned wIthin this period the reasons for delay 
should be communicated to the assessee. 

Frcin the figures furnished to the Committee they note that despite 
departmental instructions as on 1st April, 1978, t~ number of refund 
claims pending for more than 3 months had registered a five-fold increase 
(3268) as compared to the number during tlie previous two years (642) 
in 1976 for and (609) in 1977. The number of cases pending on 1st April, 
1978 for more than 6 months also showed nearly 50 per cent increase 
as compared to the number in 1976 and 1977. This unmistakably show~ 
that the executive instructions issued by the Department to finalise cases 
within 3 months have had absolutely no effect on the excise authorities. 
On the contrary, the position has deleribrated. The Committee, theretore, 
strongly feel that in order to bring home to all concerned a sense of 
urgency it is imperative that a time limit should be fixed for sanction of 
refund claims and if there are not sanctioned within the prescribed time 
limit, not only interest at market rate should be paid by the Government 
on tne du·e amount but the officers found responsible for avoidable delays 
should be held accountable. The Committee appreciate the Ministry's 
view that payment of interest should be a 'double-edged' measure in the 
sense that a similar provision should be made in favour of the Department 
also in case of delayed payment of duties by the assessees. The Committee 
have recommended elsewhere in this report that the asaessee should be 
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required either to pay the duty before filing appeal or pay interest on 
the due amount if the appeal is decided against him. 

Action Taken 

Para 5.22 contains no recommendation but only observations of the 
Committee. 

2. The recommendation of the Committee in para 5.23 regarding 
fiXation of a statutory time limit for sanction of refunds/rebates and 
grant of interest on delayed refunds/rebates has been examined. . 

3.1 These jssues were examined earlier also itt th~ context of the 
recommendations made by the Central Excise (SRP) Review Committee 
While it was felt not aovisable to fix such a time statutorily, the Board 
had issued executive instructions to the field formations to ensure that 
the refund/rebate claims are finalised within a maximum period of three 
months. 

3.2 Instructions were subsequently issued that if the time limit could 
not be ad~lered to in any particular case, the reasons for the delay should 
be communicated to the party. 

3.3 The need to adhere to the time limit fixed by the Board by 
above referred to instructions has been reIterated under Board's F. No. 
202/16/78-CX-6. dated 26-10-1979. 

4.1 Grant of interest on delayed refunds/rebates will also entail 
fixing a statutory time limit for grant of refund/rebate claims in the 
first instance. 

4.2 Moreover, making of such a provIsIOn would entail having a 
parallel provision for charging interest on delayed payments of Govern-
ment dues, which it is apprehended might act harshly on the ~sessees, 
particularly the small scale ones. 

5. This issues with the approval of the Finance Minister who has 
observed that as these are important recommendations which will require 
legislation if they are found to be ultimately acceptable to the Government. 
a final decision in matter will have to be deferred till a new Government 
takes over after the elections take place. 

[Min. of Finance D.O. No. 302/2/79-CX-9, dt. 8-11-1979] 

Recommendation No. 45 (Para 6.37) 

Appeals and Revision Applications 

The Committee welcome the proposal to set up a Regional Revisionary 
Unit in the first instance, at Bombay on an experimental ~3::is. They would 
like to be informed of the decision taken in the matter. 
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A'· ction Taken 
The proposal to set up a Regional Revisionary Unit at Bombay on 

.an experimental basis is under consideration of IFU, IWSU and (Staff 
Inspection Unit of the Department of Expenditure). 

[Min. of Finance D.O. No. 302/2/79-CX-9, dt. 8-11-1979] 

Further information asked for 

The Ministry have stated that the proposal to set up a Regional 
Revisionary Unit at Bombay on an experimental basis is under consideration 
·of the Government. Please state the final decision t~en in the matter. 

[L.S.S. O.M. No. 20j2/OC/79, dated 2nd Febmary, 1980] 

Further reply of Government 

Government have since decided to set up an Appellate Tribunal to hear 
appeals (including appeals on classification) in respect of Customs, Central 
Excise and Gold Control matters, and the necessary provisi.ons have been 
included in the Finance (No.2) Bill. 1980. 

The question of setting up of a Regional Revisionary Unit at Bombay, 
would, therefore, have to be reviewed in the context of this decision. 

[Ministry of Finance, Department of Revenue O.M. No. 302/2/79-CX-9, 
dt. 7-8-1980] 

NEW Dum; 
April 7, 1981. 

Chaitf'a 17, 1902 (Saka) 

S. B. P. PATTABHI RAMA RAO 
Chairman, 

Estimates Commiztee. 



APPENDIX I 

(Vide Recommendation No. 33) 
STATEMENT SHOWING ACTION TAKEN ON THE RECOMMENDA-
TION'OF PAC IN THEIR 68TH REPORT 1977-78 (6TH LOK SABHA) 
Name of the Ministry : MINISTRY OF FINANCE (DEPARTMENT OF REVENUE 

R~~nu~~llieC~Uoo 

Para 1.38: The Committee have in the past repeatedly ~xpressed their 
concern over the unfettered right enjoYed by the Executive to grant 
exemptions from duty. Government have now at least conceded that duty 
exemptions under rule 8(1) should not be allowed in favour of individual 
units. The Committee feel that as a safeguard against abuses of duty 
exemptions, this power needs to be regulated by well defined guidelines. 
The Committee do not feel that there should be any insurmountable difficulty 
in the laying down of such guidelines and of its implementation in letter 
and spirit. The Committee accordingly reiterated their earlier recommenda-
tion in paragraph 4.20 of their 172nd Report (Fifth Lok Sabha) and in 
paragraph 11.45 of their 13th Report (Sixth J...ok Saliha) that the position 
should be once again reviewed in detail by Government. With the same end 
in view, the Committee would again desire the Govt. to re-examine the 
question of implementation of their following recommendations in order 
to have some Parliamentary monetary control where the question of 
substantial loss of revenue to the Exchequer is involved: 

(i) All exemptions involving a revenue effect of Rs. I crore and 
more in each individual case should be given only with the 
prior approval of Piarliament. 

(li) The financial implications of all exemption notification'; In 
operation should be brought specifically to the notice of 
Parliament by Govt. at the time of presentation of the budget. 

(S1. No. 13 of 68th Report) 

Action taken by Government 

Para 1.38: As desired by the Committee, the matter regardbg prescribiDg 
well defined guidelines for regulating the grant of exemptions, WaS once 
again reviewed in detail by the Government. 

Exemptions from Central Excise duty, either full or partial are granted 
on various considerations. But such exemptions are granted ouly after 
detailed examination of the various requirements of "Public Interest" and 
after obtaining the orders of the Minister. In other words, the Govt. is 
g¢ded by the general criterion of "public interest" while exercising the 
power to grant exemptions. At present, Rule 8 as it exist does not provide 
for any guideline for grant of duty exemptions but in claus~ 29 of the 
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proposed Central ExCises Bill, a provision has been made fOI granting duty 
exemptions "in pu61ic -interest", on the same lines, as in Section 25 of 
Customs Act, 1962. 

Govt. feel that if would not be necessary to elaborate t!:rls criterion, by 
way of laying down a series of guidelines. 

The mater regarding obtaining prior approval of parliament before 
granting exemptions involving a revenue effect of rupees one crore and 
above was reviewed recently while examining the Committee's recommenda-
tion contained in para 2.43 of this Report. The practical difficulties in 
accepting this recommendation were brought to the notice of the Com-
mittee vide this Ministry's F. No. 234/18/78-CX-7. In view of the position 
explained therein, it would not be possible for the Govt. to accept the 
recommendation contained in sub-para (i). 

As. regards the recommendations contained in sulrpara (iiL it may 
be stated that the revenue implication of each notifi.!=ation is generally 
indicated in the Exptanatory Memorandum, which alongwith a copy of 
the notification, is placed on the Table of both the Houses of Parliament, 
soon after the issue of the notifiCation. Similarly, the financial implication 
of all exemption notifications, issued as part of the Budget, are also 
brought to the notice of Parliament by the Govt., at the time of presenting 
the Budget. These are contained in the Explanatory Memorandum to the 
provisions of the Finance Dill (known as the 'Pink Book). It is, however, 
not possible to determine' the revenue implications of all the notifications 
in operation, at any given point of time. This is because the financial 
implicatiOIi of a given notification, may not remain constant over the 
years, as it changes with the changes in the pattern of production/ 
clearance of the excisable commodity in question. its price, the ~hift in the 
pattern of consumption as between the home market and the export market 
etc. In view of this practical difficulty in detennining the financial impli-
cations of all exemption notifications in operation, it has not been possible 
to accept the Committee's suggestion in this regard. 

This h.sues wi!h the approval of the Finance Minister. 
[F. No. 234/46/78-CX.-7, dt. 2H-1979] 
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APPENDIX D 

(Vide Introduction to Report) 

ANALYSIS OF THE ACTION TAKEN BY GOVERNMENT ON THE 
RECOMMENDATIONS CONTAINED IN THE 28TII REPO~~T OF 

TIlE ESTIMATES COMMITTEE (SIXTH LOK SABHA) 

I Total number of recommendations-74 

II Recommendations which have been accepted by Government (Vide 
recommendations No. 4-6, 8-10, 13-17, 28, 30, 31, 33, 34, 36, 38, 
42, 43, 44, 46--49, 51, 55-66, 68, 70-74). 

Number--44 
Percentage--60 

m Recommendations which the Committee do riot desire to pursue in 
view of the Government's replies (Vide recommendations No. 12, 35, 39, 
52 and 53). 

Number-5 
Percentage-6.6 

IV Recommendations in respect of which replies of Government have not 
been accepted by the Committee. (Vide 1, 2, 3 and 50, 7, 11, 18, 24-26, 
40, 41, 54, 67 and 69). 

Number-I 5 
Percentage--20 

V Recommendations in respect of which final replies of Government arc 
still awaited. (Vide recommendation No. 19-23, 27, 29, 32, 37 and 45). 

Number-lO 
Percentage--13 .4 

MGTPRRND-29LSS/80-Sec. VI-7-4-81-975 
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